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Nob  certe,  sstorno  veritatia  amoro  deyicti,  viarum  incertiB  et  ardaus  et  solitadinibns  nos 
commislmus ;  et  divino  anxllio  freti  et  innixi,  mentem  nostram  et  contra  opinionum  violentias 
et  quasi  instrnctas  acies,  et  contra  proprias  et  internas  hsoaitationes  et  scrnpnlos,  et  contra 
rernm  caligines  et  nnbes  et  nndequaqne  volantes  phantasias,  snstinoimus ;  nt  tandem  magiB 
fida  et  secura  indicia  yiventibns  et  poBteris  comparare  possemos.  Qa&  in  re  si  quid  profecerimns, 
non  alia  sane  ratio  nobis  viam  apemit  qnam  vera  et  legitima  spiritos  hnmani  hnmiliatio. 

Bacon — Irutauratio  Magna — Pratfatio, 

For  my  own  part  at  least,  in  obedience  to  the  everlasting  love  of  tmth,  I  have  committed 
myself  to  the  uncertainties,  and  difficulties,  and  solitudes  of  the  ways;  and  relying  on  the  divine 
assistance  have  upheld  my  mind  against  the  shocks  and  embattled  ranks  of  opinion,  and  against 
my  own  private  and  inward  hesitations  and  scruples,  and  against  the  fogs  and  clouds  of  nature, 
and  the  phantoms  flitting  about  on  every  side ;  in  the  hope  of  providing  at  last  for  the  present 
and  future  generations  guidance  more  faithful  and  secure.  Wherein  if  I  have  made  any  progress, 
the  way  has  been  opened  to  me  by  no  other  means  than  the  true  and  legitimate  humiliation  of 
the  human  spirit. — Spedding^s  lyafulation. 
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ABBOT. 

ABBOT,  CHARLES,  Lord  Colchebtee,-* 
Bom  14th  October,  1757,  at  Abingdon,  in  Berk- 
shire, was  the  second  son  of  the  Rev.  John  Abbot, 
D.I).,  Kector  of  Colchester.  He  was  educated  at 
Westminster,  and  Christ  Church,  Oxford,  where  he 
gained  the  Chancellor's  medal  for  the  Latin  ode. 
He  was  called  to  the  bar  soon  after  1783,  and 
entered  Parliament  in  1795,  as  member  for  Hel- 
leston,  in  Cornwall,  a  nomination  borough  of  the 
Duke  of  Leeds.  He  was  a  strong  supporter  of 
Mr.  Pitt.  He  spoke  pretty  frequently,  especially 
on  financial  subjects.  In  1797  he  was  appointed 
chairman  of  the  committee  on  the  financial  state 
of  the  nation,  and  prepared  a  great  number  of  re- 
ports on  that  subject.  In  that  year  he  carried  a 
resolution  that  the  statutes  should  be  distributed 
much  mare  extensively  than  they  had  been  done. 
He  strongly  supported  the  principle  that  all  in- 
come shoidd  be  rated  as  it  was  found,  without 
reference  to  particular  cases,  as,  in  fact,  all  other 
taxation,  both  direct  and  indirect,  is  levied.  He 
moved  for  and  obtained  a  committee  to  consider  the 
neglected  and  disgraceful  condition  of  the  public 
records,  and  from  this  proceeded  the  Royal  Record 
Commission,  over  which  he  presided  till  1817.  He 
warmly  advocated  the  establishment  of  a  general 
registration  of  all  instruments  affecting  landed 
property.  He  said  that  this  system  had  already 
prevailed  for  ages  in  Scotland  with  the  happiest 
results,  in  IreUmd  for  nearly  a  century  with  similar 
beneficial  results,  and  in  the  two  most  populous 
counties  of  England,  Yorkshire  and  Middlesex. 
It  had  been  found  to  add  a  distinct  and  specific 
value  to  the  property  it  secures.  "  Many  recent 
events,**  he  said,  **  had  contributed  to  dissipate  the 
prejudices  which  once  hung  on  this  question,  and 
it  now  remains,  only  by  transcribing  one  short  and 
approved  law,  to  extend  the  same  benefits  through- 
•  PAET  I.    vol*.  I. 


ABEILLE. 

out  the  rest  of  England."  This  was  spoken  in 
1800,  and  in  1859  we  are  as  far  off  as  ever  from 
such  a  benefit.  The  chief  measure,  however,  of 
public  interest  with  which  his  name  is  associated, 
is  the  establishment  of  the  census  of  Great  Britain. 
He  brought  in  a  bill  for  this  purpose  on  the  19th 
November,  1800,  and,  in  accordance  with  it,  the 
first  census  was  taken  in  1801,  and  has  been  con- 
tinued decenniaUy  since.  In  1801  Mr.  Abbot 
was  appointed  chief  secretary  to  the  Lord  Lieu- 
tenant, and  keeper  of  the  Privy  Seal  of  Ireland. 
On  the  10th  February,  1802,  he  was  elected 
Speaker  of  the  House  of  Commons,  on  the  resig- 
nation of  Mr*  Mitford,  and  continued  to  hold  that 
office  till  the  30th  May,  1817,  when  ill  health 
compelled  him  to  resign.  Though  prevented  by 
his  office  from  taking  part  in  the  debates,  he  gave 
much  of  his  attention  and  infiuence  to  the  improve- 
ment and  extension  of  parliamentary  statistics, 
and  he  had  opportunities  of  displaying  Ms  rhetorical 
talents  in  conveying  the  thanks  of  the  House,  on 
thirteen  occasions,  to  the  naval  and  military  officers 
during  the  great  war.  His  address  to  the  Duke  ot 
Wellington,  on  the  Ist  July,  1814,  was  particularly 
admired.  He  was  created  a  peer  on  the  3rd  June, 
1817,  by  the  title  of  Baron  Colchester,  and  died 
on  the  7th  May,  1829. 

•  AB8ILLE,  LOUIS  PAUL— Bom  at  Toulouse, 
2nd  June,  1719,  was  a  member  of  the  Society  of 
Agriculture  of  Paris,  and  afterwards  inspector 
general  of  the  manufactures  of  France,  and  gene- 
ral secretary  of  the  Board  of  Trade.  He  died  at 
Paris,  28th  July,  1807,  He  was  an  economist  of 
the  Physiocrate  school,  and  of  the  most  extreme 
opinions  of  that  school. 

Corps  cT  Observations  de  la  SociSti  cP  Agriculture, 
de  Commerce,  et  desJrts,  (tablie  par  UsEtats  de 
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Breiagne.    Rennes,  1761  and  1762.  2  vols.  12  mo. 

Lettre  d*un  Nigociant  9ur  la  nature  du  Cam" 
meree  des  Orains.    Paris,  1763. 

Effets  d*un  priviUge  excluHf  sur  lea  Droits  de 
PrapriSti,    Paris,  1764. 

Prifhcipea  sur  la  Liberti  du  Commerce  des  Grains. 
Paris,  1768. 

Fails  qui  orU  injlui  sur  la  Cherii  des  Grains  en 
France  et  en  Angleterre.    Paris,  1768. 

MSmoire  presents  par  la  SocOti  Roy  die  6^ Agri- 
culture h  VAssemhUe  Natumale^  le  24  OctobrCj 

1789,  sur  les  abus  qui  s^opposent  aux  progrls  de 
Vagriculturet  et  sur  les  encouragements  qu'U  est 
nicessaire  d^accorder  d  ce  premier  des  arts.  Paris, 
1789. 

Observations  de  la  Sociiti  Roydle  d^ Agriculture 
sur  la  question  suivante,  qui  lui  a  Hiproposie  par 
leComitid' Agriculture  et  de  Commerce  de  TAssem- 
bUe  Nationale :  L'usage  des  domaines  congktbles, 
est-U  utile,  ou  non^  aux  progrU  de  VagricuUuref 
Paris,  1791. 

Observations  de  la  SociSti  Roy  ale  cP  Agriculture 
sur  VuniformiU  des  poids  et  mesures,     Paris, 

1790.  G. 

ABSENTEEISM-^The  habitual  absence  of 
the  landed  proprietors  of  a  country  firom  their 
estates. 

1.  This  expression  arose  out  of  the  discnssions 
on  the  miserable  condition  of  Ireland;  a  very 
large  proportion  of  the  evils  which  afflicted  it 
were  attributed  to  the  habitual  residence  of  the 
greater  part  of  its  landed  proprietors  in  foreign 
countries,  where  they  spent  their  incomes. 

2.  The  evils  which  resulted  from  absenteeism 
were  alleged  to  be  of  two  sorts,  morid  and  eco- 
nomical. It  was  said  that  the  habitual  absence 
of  the  great  body  of  the  proprietors  demoralized 
the  lower  orders  by  withi&awing  the  natural  con- 
trol over  them ;  and  secondly,  it  was  alleged  that 
the  remittance  of  their  incomes  to  so  large  an 
amount  impoverished  the  country  to  that  extent, 
and  enriched  the  foreign  country  in  which  they 
were  spent  to  an  equal  extent. 

3.  The  entire  question,  therefore,  is  of  a  very 
complicated  nature ;  but  in  the  following  remarks 
we  shall  not  consider  the  moral  part  of  it,  but 
confine  ourselves  merely  to  the  economical  part. 
We  do  not  contest  for  one  instant  the  right  of 
the  Irish,  or  any  other  proprietors,  to  live  where 
they  like,  or  to  spend  their  incomes  where  and 
how  they  please.    The  maxim  that  "property 
has  its  duties  as  well  as  its  rights  "  may  be  a  very 
excellent  apothegm  in  morals,  but  it  has  nothing 
to  do  with  Political  Economy.    And,  in  fact,  in 
the  state  of  Ireland  thirty  years  ago,  it  was  to 
be   received  with  some  qualification,  when  the 
chances  were  greatly  in  favor  of  any  man  who 
tried  to  live  on  his  own  property  being  shot.  Men, 
we  are  afraid,  will  not  pay  much  attention  to 
moral  maxims,  when  by  doing  so  they  will  most 
probably  be  shot  down  like  vermin.    We  shaU, 
then,  as  we  have  said,  restrict  ourselves  to  the 
discussion  of  the  simple   question — Does  ab- 
senteeism impoverish  Ireland  ?   And  to  guard  the 
question,  if  possible,  from  any  misunderstanding, 
it  is  not  whether  it  is  the  same  thing  to  the  empire 
at  large  where  the  money  is  spent,  but  only 
whether  it  is  worse  for  Ireland,  and  for  Ireland 
alone? 

4.  To  a  plain  person  the  proposition  would 


appear  self-evident,  that  the  exportation  from  a 
country  of  an  article  of  value,  which  money  is 
admitted  to  be,  without  any  return  to  counter- 
balance it,  would  be  a  loss  to  that  country.  If  an 
Irish  landlord  were  to  receive  £10,000  as  rent  in 
cash,  and  then  go  off  to  Hong  Kong,  it  wonld 
appear  self-evident  that  there  was  a  diminntion 
of  property  in  Ireland  to  the  extent  of  £10,000. 
And  when  we  consider  the  innumerable  exchanges 
the  circulation  of  such  a  sum  may  give  rise  to,  by 
which  profits  are  manifestly  generated,  it  seems 
clear  that  the  withdrawal  of  it  from  Ireland  must 
be  a  loss  to  that  country,  and  an  equal  gain  to  the 
place  in  which  it  is  spent. 

6,  Nevertheless,  a  distinguished  economist  has 
undertaken  to  demonstrate  the  startling  paradox 
that  absenteeism  is  no  loss,  either  morally  or  eco- 
nomically, to  Ireland,  or  to  any  country.  Con- 
fining ourselves  to  the  economical  part  of  the  ques- 
tion, we  shall  now  enquire  how  far  Mr.  McCulloch, 
the  writer  alluded  to,  \a  right  in  maintiunin|  that 
the  remittance  of  these  rents,  and  their  expenditure 
in  foreign  countries,  is  no  real  loss  at  all  to  Ireland. 

6.  That  this  proposition  sounds  paradoxical  on 
the  face  of  it  Mr.  McCulloch  himself  admits. 
That,  however,  is  no  argument  against  its  being 
true.  But  the  onus  pr<^ndi  certainly  lies  upon 
him  who  first  starts  a  paradoxical  proposition. 
Nevertheless,  Mr.  McCulloch  affirms  that  no  one 
who  holds  free-trade  doctrines  can  doubt  it,  and 
that  those  who  deny  it  commit  the  same  error  as 
the  believers  in  the  Balance  of  Trade.  These  are 
very  startling  assertions,  and  we  shall  now  inves- 
tigate the  way  in  which  he  endeavours  to  establish 
them. 

7.  He  commences  by  saying  that  he  confines  the 
discussion  only  to  the  spending  of  income,  and 
the  expenses  necessarDy  connected  therewith,  and 
its  outlay  and  consumption  in  housekeeping.  He 
states  that  the  rents  remitted  may  amount  to  about 
three  or  four  millions,  and  then  he  considers  how 
they  are  remitted.  "  Now,  as  there  is  no  excess 
of  specie  in  Ireland,  and  Bank  of  Ireland  notes  do 
not  circulate  in  England,  it  is  obvious  they  cannot 
be  remitted,  except  by  exporting  an  equivalent 
amount  of  Irish  raw  produce,  or  manufactures. 
Were  the  absentees  to  return  to  Ireland  there 
would  be  an  increased  demand  for  commodities  or 
labor,  or  both,  in  the  home  market,  to  the  extent 
of  four  or  four-and-half  millions,  but  that  would 
be  balanced  by  an  equal  diminution  in  the  foreign 

market." 

8.  Again,  he  says,  "  It  may  be  said  that  the 
rents  of  absentees  are  remitted  neither  in  specie, 
nor  in  bank  notes,  nor  in  Irish  produce,  but  in 
drafts  on  foreign  merchants,  or  bills  of  exchange. 
But  what,  may  we  ask,  is  a  bill  of  exchange  ?  Is 
it  not  an  order  addressed  to  an  individual  residing 
in  another  part  of  the  same,  or  in  a  foreign 
country,  directinff  him  to  pay  a  debt  he  has 
ahready  contracted,  or  is  about  to  contraxjt,  to  the 
drawer  of  the  bill,  to  some  other  party  specified 
by  him.  This,  then,  is  the  manner  in  which 
absentee  expenditure  operates.  The  agent  of  an 
absentee  landlord,  after  collecting  the  rents  of  his 
principal,  say  £10,000,  buys  a  biU  of  exchange 
with  the  sum  from  an  Irish  merchant,  and  the 
latter,  in  order  to  supply  his  correspondent  in 
London,  Liverpool,  or  Paris,  on  whom  the  bill  is 
drawn,  with  funds  to  pay  it,  must,  for  it  is  in  no 
respect  optional  to  him,  go  into  the  Irish  market, 
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lad  bnj  X10,000  worth  of  the  raw  or  mannfiic- 
tored  products  of  the  country,  and  send  them  to 
the  order  of  his  correspondent.  What,  then,  is  the 
difTerence  to  Ireluid,  in  so  far  as  the  demand  for 
commodities  is  concerned,  whether  the  landlord  be 
resident  or  not  ?  ••  "  However  it  may  be  tamed 
or  twisted,  it  will  be  foond,  on  analysing  any 
case  that  may  be  presented,  that  this  is  the  whole 
difference,  in  so  &r  as  expenditure  is  concerned, 
between  a  resident,  and  a  non-resident  landlord. 
The  one  exchanges  his  income  for  Irish  commodi- 
ties, or  their  equivalents,  which  he  brings  into  his 
hoi^  in  IreJand,  and  consumes  them  there,  the 
other  also,  through  the  merchants  who  furnish 
him  with  bills,  exchanges  his  income  for  Irish 
commodities,  which,  or  the  equivalents  for  which, 
he  brii^  into,  and  consumes  in  his  house  in 
London  or  Paris.  And,  therefore,  unless  the 
mere  locality  of  consumption  be  advantageous,  it 
follows  that  the  expenditure  of  that  portion  of  the 
annual  revenne  of  a  nation  which  is  sent  abroad 
to  absGDteea,  contributes  as  effectually  to  the 
general  advantage  as  the  expenditure  of  any  other 
portion  of  revenue.**  And  then  he  ends  this  part 
by  laying  down  this  general  proposition : — *^  It  ie 
nofer,  m  Mkort^  by  unding  abroad  revenue,  but  by 
9mding  abroad  the  capital  by  whose  agency 
reoenue  is  produced,  that  nations  are  impo' 
terished.'* 

9.  In  this  general  proposition  lies  one  of  Mr. 
McCnlloch's  great  fadlacies.  He  maintains  that 
if  the  revenue  only  be  sent  away,  the  capital  is 
not  diminished,  and  therefore  the  nation  is  not 
impoverished.  But  surely  it  is  one  of  the  best 
settled  docdrines  in  Political  Economy,  that  it  is 
chiefly  by  the  accumulation  of  revenue  that  capi- 
tal is  increased.  If  the  whole  revenue  is  swept 
away,  the  c]^>ital  may  not  perhaps  be  diminished, 
but  it  cannot  increase.  If  the  revenue  had  been 
expended  in  Ireland,  it  would  have  increased  the 
capital  of  Ireland,  she  would  have  possessed  much 
more  capital  than  she  actually  does,  and  surely 
that  is  equivalent  to  impoverishment.  Sweeping 
away  the  revenue  prevents  the  natural  increase 
of  capitaL  The  revenue  which  is  spent  iu  foreign 
countries  goes  to  increase  the  capital  of  those 
countries,  and  is  lost  to  Ireland,  to  which  it 
naturally  belongs,  and  that  is,  to  all  intents  and 
purposes,  an  impoverishment  of  Ireland.  It  may 
be  parfecdy  true  that  it  may  not  diminish  the 
actually  existing  capital  of  Ireland,  but  the 
natural  tendency  of  capital  is  to  increase,  and  if 
it  is  prevented  from  becoming  what  it  naturally 
would,  it  is  an  impoverishment. 

10.  Bnt  in  unfolding  his  theory,  Mr.  McCulloch 
is  soon  betrayed  into  a  striking  instance  of  self- 
contradiction.  He  was  met  with  the  obvious 
argument  that  remitting  rents  to  absentees  was 
exactly  similar  to  remitting  tribute  to  a  foreign 
prince.  He  says,  **  It  is  said,  however,  that  these 
statements  prove  too  much.  That  the  same  rea- 
soning which  shews  that  the  remittance  of  rents 
to  al»entees  is  not  injurious,  will  equally  shew 
that  a  tribute  may  be  paid  to  foreigners  without 
uijury  to  those  who  pay  it.  But  the  slightest 
reflection  will  convince  any  one  that  remittances 
to  absentees  are  not  identical  with  remittances  on 
account  of  tribute,  but  totally  and  completely  dis- 
similar. Suppose  that  a  quantity  of  linen  is 
exported  fhmi  Ireland  to  Liverpool,  on  account  of 
an  absentee.    K  the  absentee  returns  home,  the 


exportation  will  of  course  cease,  but  what  will 
Ireland  gain  by  the  cessation  ?  His  rent  may  no 
longer  be  employed  to  purchase  linen,  but  if  not, 
it  will  be  employed  to  purchase  other  articles, 
which  he  will  of  coarse  consume  in  his  own  family ; 
the  fact  of  his  being  in  Ireland  or  out  of  it,  neither 
adds  to,  nor  detracts  from,  the  means  of  living 
possessed  by  other  individuals.  So  long  as  those 
who  consume,  and  the  value  of  the  products  which 
they  consume,  continue  the  same,  a  change*  in  the 
place  of  consumption  affects  liiemselves  only. 
The  case  of  a  tribute  is  in  every  respect  different. 
If  the  remittances  to  Irish  absentees  were  put  a 
stop  to,  those  to  whom  they  are  sent  would  return 
to  Ireland,  and  would  consume  them  there.  But 
if  the  same  remittance  were  sent  as  a  tribute  to 
a  foreign  country,  there  would  not,  in  the  event  of 
its  ceasing,  be  any  one  to  return  to  Ireland,  and 
there  would  in  consequence  be  so  much  additional 
wealth  left  in  the  pockets  of  its  inhabitants. 
Nothing,  therefore,  can  be  more  absurd  and  con- 
tradictory than  the  statements  so  frequently  put 
forth  by  Irish  newspapers  and  demagogues,  com- 
paring the  remittances  to  absentees  to  a  tribute, 
and  complaining  of  the  injury  which  Ireland  sus- 
tains in  sending  abroad  so  large  a  sum  for  which 
she  gets  no  return." 

11.  Bearing  in  mind  the  general  proposition  he 
had  laid  down,  that  sending  away  revenue  and 
not  capital,  is  no  loss  to  a  country,  is  it  possible  to 
have  a  more  striking  instance  of  self-contradiction  P 
He  admits  that  sending  away  tribute  to  a  foreign 
power  is  a  loss  to  a  country,  but  tribute  comes  out 
of  revenue,  and  he  has  just  said  that  sending  away 
revenue  is  no  loss  at  £dl !  The  government  com- 
mands the  inhabitants  to  remit  a  certain  quantity 
of  money,  that  is  a  diminution  of  wealth.  The 
landlords  command  the  tenants  to  remit  the  same 
quantity  of  money,  and  that  is  no  diminution  of 
wealth ;  which  shews  that  things  that  are  equal 
to  the  same  thing,  are  not  equal  to  each  other. 
He  then  says,  that  the  distinction  between  the 
remittance  of  tribute  and  rent  consists  in  this, 
that  the  absentees  ma^return  if  the  remittance  of 
rent  were  stopped  I  But  how  does  that  affect  the 
question  so  long  as  they  do  not  return  ?  Until 
the  improbable  contingency  happens,  the  effects 
of  the  two  must  be  manifestly  similar. 

12.  In  truth,  if  Mr.  McCulloch*s  arguments 
were  true,  it  is  no  disadvantage  to  a  country,  if 
the  whole  estates  of  the  proprietary  are  entirely 
mortgaged ;  and  this,  no  doubt,  was  one  of  the 
principal  causes  of  the  enormous  remittances  from 
Ireland.  The  sums  due  upon  mortgage  are  evi- 
dently paid  out  of  revenue,  and,  according  to  him, 
the  sending  away  of  these  is  no  loss  to  the  country. 
But  does  not  the  whole  world  rejoice  that  Ireland 
has  got  rid  of  her  deeply  encumbered  proprietary  ? 
does  not  the  whole  world  think  it  one  of  the 
greatest  blessings  Ireland  ever  received,  and 
which  will  go  far  to  atone  for  the  calamities  of 
the  potato  disease,  that  henceforth  the  land  will  be 
in  the  possession  of  a  free  and  unincumbered  pro- 
prietary? Now,  if  Mr.  McCulloch's  doctrine  be 
true,  it  makes  not  the  slightest  difference  to  a 
country  whether  its  proprietors  are  eaten  up  with 
debt,  whether  they  be  merely  so  many  pauper 
units,  or  whether  they  be  wealthy  and  unincum- 
bered. It  is  certainly  not  necessary  to  waste 
argument  in  controverting  such  a  doctrine.  Mr. 
McCulloch  stands  solitary  in  such  an  opinion. 
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13.  But,  in  fact,  the  radical  error  of  Mr.  Mc 
Culloch  lies  in  only  looking  to  the  operation  of 
obtaining  the  rent,  and  in  not  looking  to  what  is 
done  with  it  afterwards.  Up  to  the  time  of  the 
remittance  of  the  rent  no  donbt  it  is  immaterial. 
The  difference  arises  afterwards,  because  the  ex- 
penditure of  that  revenue  increases  the  capital  of 
the  country.  What  is  revenue  to  one  man  be- 
comes capital  to  the  next  .The  expenditure  of  that 
revenue  makes  no  difference  to  the  landlord,  but 
it  makes  a  very  great  difference  to  the  tradesmen 
of  all  sorts  in  the  neighbourhood.  Their  capital 
increases  according  to  the  business  they  do.  No 
person  can  be  so  absurd  as  to  deny  that  a  trades- 
man's capital  increases  according  to  the  profitable 
business  he  does.  And  of  course  the  capital  of 
the  whole  community  must  be  the  aggregate  of 
the  capitals  of  each  individual.  Now,  if  the 
£10,000  of  rent  be  spent  among  the  tailors,  black- 
smiths, carpenters,  and  tradesmen  of  all  sorts  in 
the  neighbourhood,  it  increases  the  business  of 
each,  and  therefore  it  adds  to  their  capital,  and 
they,  in  their  turn,  increase  the  business  of  their 
neighbours,  and  dependents,  each  in  his  own 
sphere.  And  thus  by  increasing  the  quantity  of 
business  of  each,  it  increases  production  and 
capital. 

14.  Mr.  McCuUoch  was  again  met  by  the  asser- 
tion that  the  rents  of  the  Irish  landlords,  if  spent 
in  Ireland,  would  benefit  Irish  tradesmen,  for 
which  every  opulent  individual  must  always  have 
a  demand,  but  that  when  they  lived  in  London 
and  Paris  they  employ  them  in  paying  the  wages 
of  English  or  French  tradesmen,  who  consequently 
gain  an  advantage  at  the  expense  of  those  of 
Ireland.  He  pronounces  this  reasoning  to  be 
quite  fallacious.  "  Suppose,"  he  says,  "  any  num- 
ber of  landlords  residing  at  present,  and  laying 
out  their  incomes  partly  in  English  manufactures, 
goods,  and  colonial  products,  and  partly  in  pro- 
ducts of  Irish  art,  and  industry,  emigrate  to 
England  or  France,  and  suppose  further,  that  the 
identical  Irish  commodities,  which  they  are  in  the 
habit  of  using  in  Ireland,  are  sent  (tfter  them  to 
their  new  residence.  In  this  case  it  is  obvious,  in 
the  event  of  the  absentees  taking  their  servants 
along  with  them,  that  the  wealth  of  Ireland  would 
be  in  no  degree  affected  by  the  change  in  their 
place  of  residence,  and  what  in  point  of  fact  is 
the  difference  between  the  hypothetical  case,  and 
the  actual  case  of  the  absentees  from  Ireland,  or 
any  other  country  ?  When  the  duke  of  Leinster 
leaves  Carton,  to  establish  himself  in  Carlton 
terrace,  it  is  probable  that  the  same  articles  may 
not  be  used  by  him  in  London,  that  he  would 
have  used  had  he  continued  in  Ireland.  But  if 
7wt,  the  difference  is  immaterial^  for  such  of  them 
as  are  of  English  or  foreign  origin,  must  he 
obtained  directly,  or  indirectly^  in  exchange  for 
an  equivalent  amount  of  Irish  produce  of  some 
sort  or  other"  Now,  what  a  baseless  proposition 
this  last  is  I  There  is  no  necessity  whatever  that 
the  articles  bought  in  England  must  be  obtained 
in  exchange  for  an  equivalent  amount  of  Irish 
produce. 

1 5.  He  then  says,  that  absenteeism  only  changes 
the  direction  of  labor,  and  that  is  all  it  can  do. 
That  produce  and  linen  are  the  articles  in  which 
it  is  most  to  the  advantage  of  Ireland  to  remit 
rents.  And  supposing  them  to  return  to  Ireland, 
a  less  amount  of  their  rents  would  be  laid  out  in 


these,  and  a  larger  amount  in  other  things.  But 
this  would  not  occasion  an  increase  of  the  total  de- 
mand for  labor,  ^*'foT,  if  under  such  circumstances^ 
more  people  were  employed  in  one  way,  fewer 
would  be  employed  in  another."  Nay,  Mr.  Mc 
Culloch  maintains  that  if  the  landlords  were  to  re- 
turn, the  demand  for  labor  would  not  be  increased, 
but  ten  chaiices  to  one  it  would  be  diminished ! 

1 6.  He  acknowledges  that  the  prevalent  notions, 
on  a  superficial  view,  appear  to  be  well  founded. 
*'  When  a  wealthy  lanmord  resides  on  his  estate, 
there  is  generally,  in  some  contiguous  village,  a 
number  of  little  tradesmen,  and  manufacturers, 
who  work  on  his  account,  and  who,  it  is  alleged, 
will  be  thrown  out  of  employment  and  left  wholly 
destitute  in  the  event  of  his  removing  to  another 
country.  This  statement  is  founded  on  an  entire 
misapprehension  of  the  nature  of  profits.  Those 
who  clamour  against  absenteeism,  take  for  granted 
that  retail  dealers,  tradesmen  and  manufacturers, 
live  at  the  expense  of  those  who  employ  them, 
and  who  buy  their  products.  Certainly,  however, 
they  do  no  such  thing.  They  are  not  so  very  de- 
pendent as  they  are  believed  to  be  by  others  and 
by  themselves.  They  are  not  maintained  by  the 
demand  of  the  public,  but  by  their  own  wits  and 
industry.  Of  these  they  cannot  be  deprived ;  and 
as  they  have  supported  them  hitherto,  they  will 
support  them  in  all  time  to  come.  The  boot- 
maker who  sells  boots  at  fifty  shillings,  which  cost 
him  only  forty  shillings  of  outlay,  does  not  make 
the  ten  shillings  of  profit  at  the  expense  of  his 
customer.  He  produces  in  a  given  time  a  pair  of 
boots  equivalent  to  a  worth  in  silver  of  fifty  shil- 
lings, while  the  various  expenses  to  which  he  is 
necessarily  put  in  their  manufacture  amount  when 
rated  in  the  same  medium  to  forty  shillings,  and 
his  customers  all  do  the  same;  they  all  make 
similar  profits  in  their  respective  businesses,  that 
is,  they  produce  quantities  equal  to  fifty  shillings, 
by  an  outlay  of  forty  shillings.  Consequently, 
in  exchanging  com,  cloth,  or  sUver,  for  boots,  one 
party  gains  nothing  at  the  expense  of  another. 
Profit  is  in  every  case  the  result  of  more  being 
produced  in  given  periods,  than  is  consumed  in 
them." 

17.  It  may  be  perfectly  true  that  neither  party 
gains  at  the  expense  of  the  other,  because  each 
party  wants  what  the  other  has ;  but  how  can  the 
shoemaker's  boots  be  worth  fifty  shillings  unless 
some  one  will  give  him  that  price  for  them  P  If 
nobody  will  give  fifty  shillings  for  the  boots,  <faow 
can  the  shoemaker  sell  them  ?  Is  it  not  manifest 
that  the  shoemaker  gains  exactly  in  proportion 
to  the  number  of  boots  he  can  sell  ?  to  the  number 
of  ten  shillings  he  can  make  ?  To  the  number  of 
exchanges  he  can  effect  ?  The  shoemaker's  wit 
and  industry  is  worth  nothing  to  him,  unless  some- 
body will  buy  his  boots.  TMs  seems  self  evident, 
yet  Mr.  McCuUoch  goes  on  to  say,  **  It  is  a  radical 
mistake  to  suppose  that  the  idea  that  profits  de~ 
pend  on  exchanges  is  only  partially  erroneous, 
it  is  without  even  so  much  as  the  shadow  of  a 
foundatUm." 

18.  Is  it  necessary  to  say  a  word  in  answer  to 
such  a  proposition  ?  Seizing  the  old  fiillacy  that 
one  party  gains  at  the  expense  of  another  in  a 
commercial  dealing,  and  attributing  that  to  the 
supporters  of  this  doctrine,  which  there  Lb  no 
foundation  for,  he  quite  overlooks  the  fact  that 
both  parties  gain  by  an  exchange,  and  the  quan- 
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iliy  of  the  gain  d^nds  on  the  number  of  ex- 
changes effected.  The  fact  is,  his  fallacy  rests 
open  the  Idea  that  the  simple  labor  adds  to  the 
Talue  of  the  materials,  an  error  which  is  the  bane 
of  Political  Economy,  because  no  labor  can  add  to 
the  yalne  of  anything,  unless  something  can  be 
obtained  in  exchange  for  it. 

19.  Bot  says  Mr.  McCulloch,  "  The  declaimers 
against  absenteeism  have  yet  another  reason  for 
the  faith  that  is  in  them.  They  cry  out— do  you 
mean  to  say  that  Paris,  Rome,  -and  Brussels  are 
not  benefitted  by  the  expenditure  of  English  ab- 
sentees? But  if  you  admit  that  they  are  bene- 
fitted, must  yon  not  also  admit  that  London  and 
Bath  derive  a  proportional  benefit  from  the  ex- 
penditure of  Irish  absentees  ?  And  if  so,  does  it 
not  follow  that  Ireland  loses  whatever  they  gain? 
WhUe,  however,  we  admit  the  premises,  we  deny 
the  inference  which  it  is  attempted  to  draw  from 
them.  We  concede  that  London  and  Bath  are 
benefitted,  though  in  a  small  degree,  by  the  resi- 
dence of  Irish  absentees,  but  we  deny  that  Ireland 
loses  what  they  gain,  or  that  she,  in  fact,  loses 
anything  by  their  non-residence." 

20.  Now,  by  Mr.  McCulloch's  own  reasoning,  it 
follows  that  London  and  Bath  equally  benefit  by 
the  Irish  landlords  whether  they  live  in  London 
or  Ireland,  or  Paris,  as  he  says  it  is  immaterial 
where  they  live,  but  he  acknowledges,  that  by 
then-  being  in  London  and  Bath  these  gwn.  There- 
fore, the  same  thing  is  at  the  same  time  quite 
indifferent,  and  also  better,  for  London  and  Bath. 

21.  Now,  it  will  be  seen  that  by  Mr.  McCul- 
loch's  arguments  it  would  follow,  that  if  the 
whole  British  aristocracy  from  the  Queen  down- 
wards, and  all  the  landlords  were  bodily  to  emigrate 
to  Pekin,  and  have  the  whole  of  their  incomes 
remitted  to  them,  it  would  be  no  loss  to  Great 
Britain !  Nay,  he  says,  that  such  a  proceeding 
woald  probably  give  rise  to  a  greater  demand  for 
labor,  and  that  the  presence  of  the  landed  pro- 
prietors only  impedes  industry  in  England.  He 
aajs,  that  the  presence  of  the  landed  proprietors 
in  their  own  country  impedes  the  industry  of  that 
conntry,  but  increases  the  industry  of  a  foreign 
country  in  which  they  may  reside ;  that  their  pre- 
Mnce  is  mjurious  to  their  own  country,  but  bene- 
ficial to  a  foreign  country  I  So  that  the  beneficial 
virtue  appears  to  reside  in  their  being  foreigners. 
Sorely  the  simple  statement  of  such  a  paradox 
M  its  best  refutation. 

22.  Mr.  McCulloch  has  shown  an  inaccurate 
appreciation  of  the  facts,  when  he  says  that  the 
retom  of  absentees  would  only  change  the  direc- 
tion of  labor,  and  if  there  were  more  employed 
m  one  way,  there  would  be  fewer  in  another. 
Any  one  who  knows  anything  of  country  districts, 
knows  that  conntry  shopkeepers  are  totally  idle 
half  their  time.  Perhaps  for  several  hours  every 
%  scarcely  a  customer  enters  their  shop.  Now, 
the  presence  of  a  wealthy  proprietary  gives  them 
much  more  employment.  But  with  an  absentee 
proprietary,  employment  falls  off,  their  business 
Jon*t  pay,  and  if  they  make  no  profits,  they 
desert  the  country,  and  emigrate  with  the  little 
capital  they  have  to  other  countries.  Thus  their 
country  loses  both  men  and  capital,  in  which 
wealth  is  usually  supposed  to  consist.  Con- 
seqnently  the  remittance  of  all  the  revenue  of  a 
«onntry,  not  only  prevents  the  natural  increase  of 
capital,  but  causes  a  positive  diminution,  because 
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the  existing  capital  does  not  meet  with  an  adequate 
return.  So  far  is  it  from  being  true,  as  Mr.  Mc 
CuUoch  says,  that  profits  are  not  made  by  ex- 
changes, that  it  is  by  and  through  them  alone,  that 
profits  are  made. 

23.  Nor  is  Mr.  McCulloch's  attempt  to  demon- 
strate this  proposition  by  means  of  the  exchanges 
at  all  more  successful.  CJonsider  it  how  we  may, 
there  must  always  be  the  remittance  of  the  rent, 
without  any  return.  The  simplest  case  is  the 
landlord  receiving  the  rent  himself  and  leaving 
the  country  with  it,  and  whether  he  takes  it  him- 
self, or  has  it  sent  to  him,  it  must  come  exactly 
the  same  in  the  end.  When  Mr.  McCulloch  says 
that  Irish  produce  is  purchased  to  send  to  England 
to  pay  the  rent,  he  forgets  that  when  that  produce 
is  sold  in  England  to  obtain  the  rent,  that  rent 
does  not  come  back.  So  that  turn  it  which  ever 
way  we  will,  the  ultimate  result  must  always  be 
the  remittance  of  a  large  quantity  of  produce 
without  any  return.  And  because  the  simple 
operation  may  have  an  additional  operation  of  an 
exchange  superadded  to  it,  that  can  make  no 
difference  in  the  final  result.  To  suppose  that  it 
could,  would  be  to  aflirm  that  if  equal  quantities 
be  added  to  unequal  ones,  the  totals  are  equal. 

24.  If  Mr.  Mc  Culloch's  argument  were  true,  it 
would  follow  that  if  a  band  of  pirates  were  to 
land  in  Ireland,  and  carry  off  a  quantity  of  booty, 
that  would  be  no  loss  to  Ireland ;  or  if  a  person 
were  to  enter  a  shop,  and  take  away  a  quantity  of 
money  from  the  tlU,  and  afterwards  come  back 
again  and  buy  a  quantity  of  goods  from  the  shop- 
keeper and  pay  him  with  his  own  money,  that 
would  be  no  loss  to  him.  The  former  of  these 
cases  is  an  exact  parallel  to  the  simple  remittance 
of  rent,  the  latter  is  an  exact  parallel  to  the 
operation  by  means  of  the  exchanges  which  Mr. 
Mc  Culloch  has  brought  forward.  It  is  quite 
clear  the  ultimate  result  must  be  the  same. 

25.  Mr.  Mc  Culloch  says  that  his  theory  has 
never  been  answered,  and  concludes  that  *Hhe 
clamor  against  absentee  expenditure,  is,  in  truth, 
as  worthless  as  can  well  be  imagined.  It  has 
no  better  foundation  than  the  belief  in  witchcraft, 
or  in  dairvoyance^  or  in  the  efllcacy  of  sham  sink- 
ing funds."  The  foregoing  observations  will  be 
found,  we  trust,  to  furnish  an  answer  to  it.  The 
allegation  that  the  common  opinion  involves  the 
same  error  as  the  belief  in  the  balance  of  trade  is  per- 
fectly erroneous,  because  that  fallacy  is  based 
upon  the  idea  that  money  is  the  only  species  of 
wealth,  which  the  opinion  about  absenteeism  in 
no  way  whatever  involves.  So  far  from  the 
common  opinion  being  as  absurd  as  a  belief  in 
witchcraft,  it  is  unquestionably  true,  and  Mr. 
McCulloch*s  theory  is  one  of  the  most  transparent 
sophisms  that  ever  was  put  before  the  world. 

ACCITMXJLATION— See  Capital  and  Monet. 
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colonias  en  las  Indias  OccidentciUs,  Madrid, 
1797. 

Mr.  Mc  Culloch  states  that  this  work  contains 
much  valuable  information  on  the  subject  of  the 
Spanish  colonies. 
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ACHENWALL,  GODFBBT-  Has  the  reputa- 
tion of  being  the  founder  of  the  science  of  Statis- 
tics. He  was  bom  at  Elbing,  20th  October, 
1719.  He  was  educated  at  Jena,  Halle,  and 
Leipsick.  In  1746  he  settled  at  •  Marbonrg,  and 
taught  history,  public  law,  and  statistics.  In 
1748  he  went  to  Goettingen,  and  was  soon  after- 
wards appointed  professor  there,  in  which  post  he 
continued  with  great  fiime  and  success,  until  his 
death  on  1st  May,  1772.  He  travelled  in  several 
foreign  countries,  and  published  memoirs  upon 
the  constitution  and  political  economy  of  each, 
which  were  much  esteemed.  He  endeavoured  to 
reduce  to  a  systematic  science  the  vital  forces,  the 
nature,  the  resources,  and  the  means  of  prosperity 
of  each.  To  this  he  gave  the  name  of  statistiea, 
or  the  science  of  the  state.  His  last  work  was 
Observations  on  the  Finances  of  France, 

ADAMS,  JOHN  QUINCT^Was  the  eldest 
son  of  John  Adams,  the  second  president  of  the 
United  States,  and  was  himself  the  sixth.  He  was 
bomatQuincy,  Massachusetts,  11  July,  1767.  In 
1777  his  ikther  was  appointed  one  of  the  com- 
missioners to  France,  on  behalf  of  the  Americans, 
and  took  his  son  with  him,  who  early  displayed 
the  most  extraordinary  powers,  which  were  fiir- 
ther  brought  out  by  the  society  of  the  eminent 
men  with  whom  he  came  into  contact.  In  1781, 
at  the  age  of  14,  he  was  appointed  private  secre- 
tary to  the  American  mission  to  Russia,  and  he 
discharged  these  duties  to  the  perfect  satisfaction 
of  the  envoy  for  14  months;  and  then  set  off 
alone  for  the  Hague,  where  his  father  was  minister, 
to  go  to  school  there.  He  subsequently  returned 
to  the  United  States  and  studied  at  Harvard  Uni- 
versity, where  he  obtained  distinguished  honors, 
the  authorities  refusing  all  college  fees  in  conside- 
ration of  the  eminent  services  of  his  father.  He 
then  adopted  the  profession  of  the  law,  but  did 
not  make  much  progress  for  four  years.  In  1793 
the  Union  was  greatly  agitated  with  the  question 
whether  they  ought  to  take  part  in  the  war  which 
had  broken  out  between  France  and  England, 
after  the  execution  of  Louis  XYI.  Washington 
was  strongly  in  favor  of  entire  neutrality  in  all 
European  quarrels;  Genet,  the  French  envoy, 
made  the  most  passionate  appeals  to  the  people 
through  the  press,  and  the  cabinet  were  divided 
on  the  question.  Young  Adams  wrote  a  series  of 
articles  in  the  Boston  papers,  advocating  a  policy 
of  neutrality,  and  discussed  the  principles  of  inter- 
national law  which  affected  the  case,  in  so  masterly 
a  manner,  that  his  letters  created  a  great  sensa- 
tion, not  only  in  America  but  in  Europe.  They 
were  reprinted  in  England,  and  translated  into 
French  and  German,  and  were  generally  attri- 
buted to  his  ikther.  Washington  esteemed  them 
so  highly  that  he  immediately  appointed  him 
minister  at  the  Hague.  And  when  that  country 
was  so  disorganized  by  the  French  invasion  as  to 
render  such  an  office  useless,  he  sent  him  to 
Lisbon,  in  1796;  and  to  Berlin,  in  1797;  and 
expressed  his  decided  opinion  to  his  father  that 
he  was  the  most  valuable  character  the  country 
had  abroad,  and  the  ablest  of  all  the  diplomatic 
corps.  During  his  stay  at  Berlin  he  negotiated  a 
very  able  treaty  with  Sweden,  and  in  1800  he 
made  a  tour  in  Silesia,  and  made  himself  tho- 
roughly master  of  its  economical  condition.  The 
results  of  his  observations  were  published  in  a 


volume  in  1804,  having  previously  appeared  in  a 
series  of  letters  in  a  newspaper.  He  was  recalled 
in  1801,  as  his  father  failed  to  be  re-elected  as 
President.  He  was  then  elected  to  the  senate  of 
Massachu8etts,who  sent  him  as  their  representative 
to  the  senate  of  the  Union,  and  he  held  this  office 
till  1808,  when  his  opinion  being  contrary  to  that 
of  the  majority  of  his  constituents  on  the  neu- 
trality question,  which  then  vehemently  agitated 
the  Union,  he  resigned.  In  1806  he  had  been 
elected  professor  of  rhetoric  and  oratory  at 
Harvard  University,  where  his  lectures  were  emi- 
nently successful. 

In  1809  he  was  sent  to  Russia  by  President 
Madison,  as  the  first  United  States  minister  to 
Russia,  where  he  gained  the  high  esteem  of  the 
Emperor,  who  through  his  influence  subsequently 
offered  to  mediate  between  Great  Britain  and  the 
United  States.  This  did  not  succeed,  but  he  was 
afterwards  one  of  the  commissioners  who  nego- 
ciated  the  treaty  of  peace  in  1814  at  Ghent.  He 
was  appointed  minister  to  England  in  1815,  and 
negociated  a  convention  of  commerce  with  that 
country.  In  1817  President  Monroe  appointed 
him  Secretary  of  State,  and  while  he  held  this 
office  he  published  his  Rq>ort  on  Weights  and 
Measures,  in  1821. 

In  1824  the  Representatives  elected  him  Pre- 
sident out  of  a  number  of  candidates,  none  of 
whom  had  the  l^al  majority ;  and  after  the  end 
of  his  term  of  office,  he  adopted  the  unprecedented 
step  of  being  elected  to  the  House  of  Represen- 
tatives, in  which  he  continued  to  sit  for  the 
remidnder  of  his  life.  The  two  great  questions  of 
the  day  were  protection  and  finance.  He  was 
placed  by  the  Speaker  at  the  head  of  the  Com- 
mittee on  Manufactures.  He  was  favorable  to  a 
moderate  protection  to  manufactures,  and  also  to 
the  National  Bank  of  the  United  States,  whose 
utterly  insolvent  condition  was  not  then  known. 
Upon  all  these  subjects  he  spoke  and  prepared 
reports  of  great  value. 

After  Great  Britain  had  emancipated  her  slaves 
in  1834,  the  question  excited  the  warmest  contro- 
versies in  the  United  States,  and  it  was  after  this 
period  that  the  great  fame  of  Adams  as  an  orator 
arose.  It  was  after  his  sixty-seventh  year  that 
his  extraordinary  powers  burst  forth  with  the 
most  unexpected  splendour,  and  for  ten  years 
continued  with  un&ninish^  vigour,  so  that  he 
acquired  the  popular  name  of  the  *'  old  man  elo- 
quent.** He  was,  during  all  this  period,  an  ardent 
advocate  for  emancipation.  He  was  struck  by 
palsy  in  1846,  and  died  in  1848,  at  Washington. 

He  published  a  great  number  of  short  pieces, 
orations,  &c.,  but  his  principal  economical  work 
is  his  Rq)ori  on  Weights  and  Measures.  Pre- 
pared in  obedience  to  a  resolution  of  the  Senate  of 
the  United  States,  3rd  March,  1817.  Washington, 
1821.  This  is  a  most  valuable  treatise  on  the 
whole  theory  of  weights  and  measures,  and  their 
origin  and  history  from  the  earliest  times.  He 
gives  an  account  of  the  weights  and  measures  of 
the  Jews,  the  Greeks,  the  Komans,  and  then  a 
very  full  history  of  those  of  England,  with  the 
acts  of  Parliament  relating  to  them.  He  then 
gives  a  very  fall  and  valuable  account  of  the 
origin  and  establishment  of  tlie  French  decimal 
system,  which  he  does  with  a  strain  of  declama- 
tory fervour,  which  seems  more  congenial  to  Gallic 
than  to  Anglo-Saxon  ears.  The  Report  concludes 
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IqrtB  acoomit  of  the  metrical  ^stem  of  each  State 
of  the  Uoion,  and  the  laws  affecting  theiiL 

JBGHnnSS  BOOIATICnB— Was  one  of  the 
&TQrlte  disciples  of  Socrates,  who,  indeed,  said 
lie  was  the  only  one  who  knew  how  to  pay  him 
proper  respect.  Some  writers,  on  the  authority  of 
Soidss,  attribute  to  him  three  dialogues,  which 
are  often  printed  along  with  Plato,  but  which  are 
coafessedly  spmrions,  according  to  Diogenes  Laer- 
ti&s.  Modem  critics  pronounce  them  not  to  be 
genuine  works  of  iBschines,  without  being  able  to 
assign  than  to  any  one  else.  One  of  them,  The 
ErytUu^  or^  About  Wealthy  is,  if  the  date  attri- 
bnted  to  it  be  true,  the  earliest  treatise  we  have 
on  an  Economical  subject.  From  the  mention  of 
the  embassy  to  SicOy  in  it,  Fischer  assigns  to  it 
the  date  of  427  B.C.  Whether  we  assign  this 
dialogue  to  .£schines  or  not,  is  of  very  small  impor- 
tance, as  itis  manifestly  of  the  Socratic  school,  and 
it  is  quite  impossible  to  say  that  he  did  not  write  it. 
It  is  remarkable,  however,  not  only  as  the  earliest 
treatise  on  Political  Economy,  but  for  containing 
truths  in  the  science,  which  are  only  just  now 
b^'nning  to  be  acknowledged,  and  which  are  far 
m  advance  of  Adam  Smith  and  Bicardo.  That 
the  sentiments  are  the  genuine  ones  of  Socrates, 
we  are  ready  to  believe,  because  we  know  no  one 
else  m  antiquity,  who  was  capable  of  perceiving 
the  truths  that  he  did.  We  shall  give  a  pretty 
long  extract  from  this  dialogue,  partly  because  it 
is  so  little  known,  and  partly  from  the  importance 
cf  the  doctrine  it  maintains.  The  ambassadors 
iamng  returned  from  Sicily,  and  discoursing  on 
the  subject  with  Socrates,  mention  that  they  had 
seen  the  wealthiest  man  in  Sicily.  This  leads 
Socrates  to  a  general  discussion  on  the  nature  of 
wealth.  The  interlocutors  at  this  part  of  the  dia- 
logue are  Socrates  and  Eryxias.  After  some 
preliminary  discussion,  Socrates  says : — 

"*  And  it  remains  to  consider  what  wealth  itself 
is,  for  if  we  do  not  know  this  first,  we  shall  not 
be  able  to  agree  as  to  what  evil  is,  and  what  good 
i&  And  I  am  ready  to  look  into  the  matter  along 
with  you,  as  frff  as  I  am  able.  Let  then  the  one 
who  says  that  wealth  is  a  good  thing,  say  how  the 
case  stands.*^ 

.Bf^.—«*But  I  do  not,  O  Socrates,  define  wealth 
m  any  better  way  than  others  do.  For  to  possess 
mach  money  is  to  be  wealthy.  And  I  think  that 
Critias  here  does  not  think  wealth  to  be  anvthimr 
else."  ^  ^ 

Soe, — ^**  And  yet,  still  this  remains  to  be  con- 
sidered, what  sort  of  money  we  speak  o^  that  we 
may  not  soon  afterwards  appear  to  be  at  variance 
again.  For  instance,  the  Carthaginians  use  such 
money  as  this:  in  a  small  bit  of  leather  is  en- 
closed something  as  large  as  a  stater,  but  what 
that  is  which  is  bound  up,  nobody  knows,  except 
the  makers.  Then,  when  it  issealed  up,  they  use 
it  as  mon^.  And  he  who  possesses  the  most  of 
these  things,  seems  to  have  the  most  money,  and 
to  be  the  wealthiest  person.  But  if  any  of  us 
possessed  the  greatest  possible  quantity  of  this,  he 
would  not  appear  to  be  any  the  richer  than  if  he 
bad  so  many  pebbles  from  the  hill.  And  at 
Lacedsemon,  they  use  a  piece  of  iron  as  money, 
and  this  too,  useless  iron.  And  he  who  possesses 
a  great  weight  of  this  uron,  is  esteemed  wealthy, 
oat  in  any  other  place  its  possession  is  worth 
Bothing.  And  in  Ethiopia  they  use  carved  stones, 
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which  a  Laconian  could  make  no  use  of.  But 
among  the  nomade  Scythians,  if  any  one  possessed 
the  house  of  Polytion,  he  would  not  be  thought 
any  more  wealthy  than  if  with  us  any  one  pos- 
sessed Lycabettus.  It  is  plain,  then,  that  each  of 
these  cannot  be  property,  if  some  of  those  who  have 
them  do  not  appear  to  be  wealthier  on  this  account 
But  there  are  some  persons  to  whom  each  of  these 
things  is  money,  ana  those  who  possess  them  are 
wealthy,  and  to  others  they  are  neither  money, 
nor  are  they  any  the  richer  for  having  diem. 
Just  as  the  same  things  are  not  good  or  base  to 
all,  but  different  to  Sfilarent  persons.  If;  then, 
we  wish  to  inquire  why  among  tihe  S<^hians 
houses  are  not  wealth,  but  they  are  so  to  us,  or 
why  among  the  Carthaginians  skins  are  so,  but 
not  with  us,  or  why  among  the  Lacedemonians 
iron  is  wealth,  but  not  with  us,  should  we  not 
best  discover  the  reason  thus:  for  example,  if 
any  one  at  Athens  should  happen  to  possess  a  thou- 
sand talents  weight  of  the  stones  m  the  market 
place,  of  which  we  make  no  use,  is  it  that  he 
would  be  thought  wealthier  on  that  account  P  *' 

Eryx.—^  I  think  not." 

8oc, — **  But  if  he  happened  to  possess  a  thousand 
talents  of  the  stone  Lichnite,  should  we  say  that 
he  was  very  wealthy  ?" 

^lyaj.— .it  Certainly  so.'* 

jSoc. — **  Is  it  not  for  this  reason,  that  one  is  use- 
frd  to  us,  and  the  other  useless  to  us  T* 

^ryx.— "  Yes." 

j8^. — ^  And  is  it  not  the  reason  that  houses  are 
not  wealth  among  the  Scythians,  that  they  have 
no  need  for  a  house  ?  Nor  would  any  Scythian 
prefer  any  house  for  himself^  however  beautiful  it 
might  be,  rather  than  a  sheep-skin  cloak,  be- 
cause the  one  is  useful  and  the  other  useless  to  him. 
So  again,  we  do  not  think  the  Carthaginian  money 
to  be  wealth,  for  we  can  acquire  nothing  that  we 
want  with  it,  as  we  can  with  silver,  so  that  it  is 
useless  to  us." 

Eryx. — "  So  it  seems." 

8oc, — *' Whatever  then  is  useful  to  us,  that  is 
wealth,  and  whatever  is  not  useful  to  us,  that  is 
not  wealth." 

Eryx, — *'*•  How  is  this,  Socrates  ?  Is  there  not 
something  we  use  in  speaking  to  each  other,  and  in 
inquiring  and  many  other  things  P  Are  these  then 
wealth  to  us,  and  in  truth  they  appear  to  be  use- 
ful. Not  even  yet  has  it  appeared  to  us  what 
wealth  is.  For  nearly  all  of  us  agree  that  to  be 
wealth,  it  must  be  something  useful  but  what  sort 
of  useful  things,  since  it  is  not  every  kind  of  useful 
things  which  is  wealth." 

Soe. — ^  Come,  then,  should  we  not  rather  inves- 
tigate the  question  in  this  maimer?  What  is  that 
for  which  we  use  wealth,  and  for  what  object  has 
the  possession  of  wealth  been  discovered  P  As,  for 
instance,  drugs  to  remove  diseases.  For  so,  per- 
haps, it  would  be  clearer  to  us,  since  it  would 
necessarily  appear  that  whatever  happens  to  be 
wealth  must  be  useful  also.  And  of  useful  things, 
there  is  a  certain  species  we  call  wealth.  It  re- 
mains to  inquire  for  the  sake  of  what  use  are  the 
things  which  are  called  wealth  to  be  used.  For 
all  things  are  to  be  called  useful,  which  we  make 
use  of  in  some  operations ;  just  as  all  things  which 
have  life,  are  living  things.  But  of  living  things, 
there  is  one  kind  which  we  call  man.  And  if  any 
one  were  to  ask  us,  if  we  were  free  from  what, 
should  we  not  require  the  physician*s  art,  or  its 
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instniments,  we  sboiild  1)e  able  to  say,  that  if 
diseases  were  driven  away  from  onr  bodies,  and 
did  not  all  exist,  or  if  existing,  were  immediately 
driven  away.  It  seems  then  that  medicine  is  the 
science  which  is  useful  for  this  purpose,  to  remove 
diseases.  And  if  any  one  should  again  ask  us,  if 
what  were  removed  from  us,  should  we  have  no 
use  of  wealth,  should  we  be  able  to  say  P  But  if 
not,  let  us  again  look  into  the  matter.  Come :  if 
man  could  live  without  meat  and  drink,  and  was 
not  hungry  nor  thirsty,  is  there  any  reason  why  he 
should  want  these  very  things,  or  silver,  or  any- 
thing else,  that  he  might  acquire  them?" 

Eyrx,-^''  I  think  not.** 

Soc. — ''  Are  not  other  things  then  in  the  same 
way  ?  For  if  we  did  not  require  for  the  service  of 
the  body,  what  we  now  want,  both  heat  and  cold, 
and  sometimes  other  things,  of  which  the  body 
being  in  want,  requires  that  which  we  call  wealth, 
or  utilities,  would  not  be  wanted  by  us.  And  if 
no  one  at  all  wanted  any  of  these  things,  for  the 
sake  of  which  we  now  wish  to  possess  wealth,  in 
order  that  we  may  minister  to  the  desires  and  the 
necessities  of  the  body,  for  the  sake  of  which  we  at 
any  time  want  any  thing.  If  then  the  possession 
of  wealth  is  useful  for  this  purpose,  to  minister  to 
the  wants  of  the  body,  if  this  should  be  taken 
away  from  us,  we  should  have  no  use  for  wealth, 
and  perhaps  there  would  be  no  wealth  at  all." 

Eryx. — "  So  it  seems." 

Soc. — **It  appears  then  to  us,  it  seems,  that 
those  things  which  are  useful  to  effect  this  purpose, 
are  wealth." 

He  acknowledged  that  these  were  wealth,  but 
yet  the  reasoning  troubled  him  exceedingly. 

Soc, — **  But  what  are  these  kinds  of  things  ? 
Shall  we  say  that  the  same  things  can  be  usefid 
to  the  operations  at  one  time,  and  useless  at 
another?" 

Eryx. — "  I  should  not  say  so.  But  if  we  have 
any  want  of  the  same  thing  for  the  same  purpose 
it  appears  to  me  to  be  useM.  And  if  not  so,  not 
so." 

Soc, — "  If  then  without  fire  we  could  work  a 
brazen  statue,  we  should  not  want  fire  for  this 
operation.  And  if  we  did  not  require  it,  it  would 
lt>e  of  no  use  to  us.  And  the  same  argument 
holds  good  with  respect  to  other  things." 

Etyx. — **  It  seems  so." 

Soc. — **  Therefore  of  those  things,  which  any- 
thing can  exist  without,  none  of  them  would  be 
useful,  at  least  for  that  thing." 

jg:,ya..— "Certainly  not." 

Soc, — '^  If  then  we  should  at  any  time  appear 
to  be  able  without  silver,  and  gold,  and  other  such 
things  which  we  do  not  use  for  the  body,  as  food 
and  drink,  and  garments,  and  bedding,  and  houses, 
to  satisfy  the  wants  of  the  body,  so  as  no  longer 
to  want  them,  neither  silver  nor  gold,  nor  other 
such  things,  would  be  useful  to  us  for  this  purpose, 
if  it  were  able  to  exist  without  them." 

Eryx.—''  They  would  not." 

Soc. — *'Nor  would  these  things  appear  to  us  to 
be  wealth,  if  they  were  not  usefol;  but  those 
things  would  appear  to  be  wealth  by  which  we 
could  obtain  what  is  useful  to  us." 

En/x. — ^*  O  Socrates,  I  could  never  be  persuad- 
ed of  this,  that  gold  and  silver,  and  other  things  of 
this  sort,  are  not  wealth.  For  this  I  am  finnly 
convinced  of,  that  the  things  which  are  useless  to 
us  are  not  wealth,  so  thai  what  is  most  useful  to 


us  for  this  purpose  is  wealth.  Yet  I  am  not  sure 
that  these  things  do  not  happen  to  be  useful  to  us 
for  liviug,  if  by  them  we  obtain  necessaries." 

5fo(j.— "  Come,  then,  how  shall  we  settle  this 
matter?  Are  there  certain  persons  who  teach 
music,  and  reading,  or  any  other  science,  who  ob- 
tain, in  return  for  this  instruction,  the  necessaries 
of  life  as  a  remuneration  for  such  things  ?" 

Eryx. — "  Certainly  there  are." 

Soc. — "Therefore,  such  men  as  these  could  make 
their  Dving  by  such  science,  exchanging  some  of 
it  for  necessaries,  as  we  do  for  gold  and  silver." 

Eryx. — "  I  agree  to  that." 

fibc— "If,  then,  they  gain  by  this  means  what 
they  require  for  their  living,  this  thing  would  be 
useful  towards  their  subsistence.  For  we  said 
that  silver  was  usefal  for  this  purpose,  that  we 
are  able  by  it  to  acquire  what  is  necessary  for 
Ufe." 

JS^ryx.— "Itisso." 

5oc.— "If,  then,  these  sciences  are  usefiil  for 
this  purpose,  they  appear  to  us  to  be  wealth,  for 
the  very  same  reason  that  gold  and  silver  are  so, 
and  it  is  plain  that  those  who  possess  them  are 
richer  **  &c    &c 

In  this  treatise,  which  is  the  earliest  known  to 
exist  on  the  subject,  are  contained  several  of  the 
fandamental  conceptions  of  Political  Economy. 
The  author,  for  instance,  saw  clearly  that  valae 
consists  in  exchangeabOity,  and  that  all  value  is 
local,  that  is  to  say,  that  a  thing  may  be  valuable 
in  one  place  and  among  some  people,  which  is 
utterly  valueless  in  another  place,  and  among 
other  people,  and  consequently  that  whatever  has 
the  quality  of  exchangeability  possesses  value,  no 
matter  what  its  nature  is,  or  however  small  the 
sphere  of  its  exchangeability  may  be.  This  prin- 
ciple is  at  the  very  root  of  Political  Economy, 
and  from  its  having  been  very  imperfectly  seen 
and  developed,  is  one  of  the  chief  causes  of  the 
imperfect  state  of  the  science  at  the  present  day. 
For  upon  this  doctrine  the  whole  theory  of  the 
value  of  instruments  of  credit  rests,  which  is,  in 
our  opinion,  completely  misconceived  by  the  most 
eminent  writers  on  Political  Economy.  (Ankui- 
TIBS.  Cbxdit.)  Again,  the  writer  of  this  treatise 
saw  that  each  of  the  professions,  and  sciences, 
\b  a  great  estate,  which  produce  utilities  which 
are  genuine  wealth  to  the  possessors  of  them. 
That  mtellectual  wealth,  in  fact,  is  part  of  the 
national  capital.  The  omission  of  this  is  one  of 
the  chief  defects  of  Adam  Smith  and  Ricardo, 
and  it  is  one  of  the  most  conspicuous  merits 
of  the  modern  French  school  of  Political  Eco- 
nomy, at  the  head  of  which  stands  J.  B.  Say, 
to  have  thoroughly  understood  this  principle, 
and  made  it  an  integral  part  of  their  system  of 
Political  Economy.  Mr.  J.  S.  Mill  has  also 
apprehended  it,  but  not  to  a  sufficient  extent. 
(Capitai*.)  Upon  the  whole  then,  we  see  that 
this  author  not  only  clearly  understood  the  funda- 
mental conception  of  the  science,  but  made  such 
an  advance  in  it,  as  Political  Economists  are  only 
now  beginning  to  imderstand. 

AGAZZmi,  MICHEL- 

La  science  de  VEcowmU  Politique^  auprincipes 
de  laformatUm,  du  progrhs,  et  de  la  decadence  de 
la  rie?ie8se,  et  application  de  sesprindpea  a  Vad-^ 
fninistraium  des  natioM.  Paris  and  liOndon,  1822. 
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AOIO.— Certain  banks,  such  as  those  of  Venice, 
Amsterdam,  and  Hambnrgh,  were  instituted  for 
the  purpose  of  securing  a  uniform  standard  of 
pAjment  in  mercantile  contracts,  and  issued  notes 
which  were  always  exchangeable  for  a  fixed 
qnantity  of  bullion.  The  current  money  was 
nsBaUy  deteriorated  by  wear  and  tear,  and  con- 
sequently the  bank  money  was  usually  more 
Tilnable  than  the  current  money.  The  difference 
was  called  the  agio,  or  premium.  The  name  is 
likely  to  mislead,  because  it  was  evidently  the 
current  money  that  was  at  a  discount,  and  not  the 
hank  money  that  was  at  a  premium.  As  the 
difference,  or  agio,  yaried  from  time  to  time,  it 
gave  room  for  speculation,  which  was  named 
offiotage,  which  is  the  French  term  for  stock  job- 
bing or  speculating  in  the  price  of  shares.  During 
the  suspension  of  cash  payments  by  the  Bank  of 
England  from  1797 — 1819,  the  market  or  paper 
price -of  gold  was  almost  invariably  somewhat, 
and  for  a  considerable  period,  very  greatly  above 
the  mint  price,  or  bullion  price.  This  difference 
corresponded  to  the  agio  on  bank  money,  and  has 
given  rise,  from  the  inaccurate  language  in  which  it 
w$s  expressed,  to  the  most  protracted  controversies, 
for  it  has  always  been  called  a  rise  of  the  market 
price  oi  gold,  whereas  it  is  quite  clear  that  it 
should  have  been  called  a  fall  in  the  value  of  tiie 
bank  note,  and  then  not  one  of  these  controversies 
would  ever  have  arisen.  There  is  a  small  agio  at 
present  between  Bank  of  England  notes  and  gold 
bullion.  By  law  bank  notes  are  demandable  at 
the  nte  of  £3  178.  9d.  per  ounce  of  standard 
bdlion,  the  difference  of  l^d.  between  that  and 
the  mint  price  being  supposed  to  defray  the 
interest  of  the  money  during  the  time  it  takes  to 
be  coined  at  the  mint.  The  word  agio  is  also 
applied  in  France  to  the  difference  between  the 
commercial  or  market  relation  of  gold  and  silver 
and  the  1^^  relation.  (Banks  of  Yenice,  Am- 
STESDAM,  Hamburgh.) 

AONSSy  J.  A.y—I>octorof  Laws, and  Advocate 
at  Siunt  Brieuc. — 

De  la  Propriite  considerSe  comme  principe  de 
comemUum^au deVhiridiU.  Paris,  IS40,  2  vols. 

It  contains  an  historical  account  of  the  origm 
and  modification  of  the  rights  of  property  in  dif- 
ferent stages  of  society.    &. 

AOOULT,  CHABLES  CONSTANCE  CE- 
SAE  LOUP  JOSEPH  MATHIBU  ly-Bom  at 
Grenoble,  in  1747,  nominated  Bishop  of  Panders, 
13  llay,  1787,  reigned  in  1801,  and  died  at  Paris, 
21  July,  1824.  A  writer  on  a  great  number  of 
different  subjects.  Those  relating  to  Political 
Economy  are— 

Projet  define  hanque  naUomiUj  ou  moyen  de 
Urer  la  France  de  la  arise  aetueUe.    Paris,  1815. 

Edc^rcieeemad  star  le  prqjet  d^une  hanque  nOr- 
twndUt  et  rtponse  omx  olQeciiona  faUes  centre  ce 
prcjei.    Pans,  1816. 

Des  imoU  indireeU  et  desdroitade  consomma- 
Hon,  ou  fessai  sur  Vorigine  et  le  eyst^me  dee  impo- 
tUions  FraneaieeSf  compare  aoec  cdui  de  V Angle- 
Uxre.    Paris,  1817.    G. 

ALAUZET,  FRANCOIS   ISIBOBE— Bom 

«t  Alexandria,  in  Sardinia,  in  1807.    Head  of  a 
department  in  the  Ministry  of  Justice. 


TraiU  ginirdle  dee  Aesurances.    Assurancee 
maritimes,  ierrestres,  mutueUee,  et  sur  la  vie.  Paris,  - 
1844,  2  vols.    G. 

ALBON,  CLAUDE  CAMILLE  FBAN- 
COIS  D'— The  lord  of  Yvetot,  in  Normandy,  was 
bom  at  Lyons,  in  1753.  He  passed  his  life  in 
travelling  and  writing,  and  was  member  of  several 
learned  Academies.  His  works  are  on  a  great 
variety  of  subjects,  especially  political  and  agri- 
cultural. He  was  an  ardent  acunirer  of  Qnesnay, 
and  his  school  of  Political  Economy.  He  died  in 
1789.  His  works  relating  to  Political  Economy 
are — 

Observatione  d^un  citoyen  sur  un  nouveau  plan 
dHmpositions,    Amsterdam  and  Paris,  1774. 

Ehge  de  Quesnay.    Paris,  1775. 

ALES,  PIESBE  ALEXANDRE  D'^Yis- 
count  of  Corbet,  of  an  ancient  family  in  Touraine, 
was  bom  18  April,  1715.  Entered  the  army  at 
18,  and  served  on  land  and  at  sea  till  1741,  when 
he  retired  from  ill  health.  He  then  devoted  him- 
self to  literature  and  agriculture,  and  adopted  the 
doctrines  of  the  Economists.  The  time  of  his 
death  is  unknown.  Of  his  numerous  works  on 
moral  philosophy,  history,  politics,  and  agricul- 
ture, the  one  that  chiefly  relates  to  Political 
Economy  is — 

NouveUes  observations  sur  les  deux  systhnes  de 
la  noblesse  commer^ante  ou  nUUtaire.  Amsterdam, 
Paris,  1758. 

ALOABOTTI,  FRANCESCO,— The  son  of 
a  wealthy  Venetian  merchant,  was  born  at 
Venice,  11th  December,  1712.  He  studied  at 
Rome,  Venice,  and  Bologna.  He  was  celebrated 
for  his  various  acquirements  in  a  great  number  of 
different  sciences,  though  he  cannot  be  said  to  have 
attained  the  highest  eminence  in  any.  His  great 
merit  was  in  rendering  science  popular  among  the 
upper  classes.  He  early  travelled  to  Paris  and 
London,  where  he  met  Lord  Baltimore,  who  invit- 
ed him  to  accompany  him  to  St.  Petersburg. 
Having  afterwards  gone  to  Germany,  he  became 
acquainted  with  Prince  Frederick  of  Prussia,  who 
was  so  pleased  with  him  that  immediately  after 
he  came  to  the  throne,  he  invited  him  to  Potsdam. 
Algarotti  accepted  the  invitation,  and  remained 
there  till  nearly  the  dose  of  his  life.  Frederick 
created  him  a  Count,  and  made  him  his  chamber- 
lain. Finding,  however,  the  climate  too  severe 
for  him,  he  returned  to  Italy,  and  devoted  himself 
to  the  publication  of  his  works,  and  the  study  of 
the  fine  arts.  He  died  at  Pisa,  3rd  May,  1764. 
His  writings  on  a  great  variety  of  subjects,  are 
very  numerous,  those  relating  to  Political  Econo- 
my, are — 

Travels  in  Russia^  with  the  history  of  the 
metals  of  that  country, 

Sagio  sopra  il  commercio,  con  cdcuni  Framenti 
EconomicL 

Published  in  Custodies  collection  of  the  Italian 
Economists.  J.  B.  Say  and  Blanqui  speak  high- 
ly of  Algarottrs  Economical  works. 

ALISON,  ARCHIBALD,  SIR,  BART.— Son 
of  the  Rev.  Archibald  Alison,  bora  at  Kenley,  in 
Shropshire,  his  father*s  vicarage,  29th  December, 
1792.     He   was   educated   at  Edinburgh,  and 
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called  to  the  Scotch  bar  in  1814.  In  1828  he  was 
appointed  sheriff  of  Lanarkshire,  in  18^1  elected 
Rector  of  Glasgow  University,  and  D.C.L.  of 
Oxford.  In  1852  he  was  created  a  Baronet  by 
Lord  Derby.  Sir  Archibald  Alison*s  reputation 
principally  depends  npon  his  History  of  Europe 
from  1789  to  1815.  The  economical  discossions 
in  that  work,  and  its  continuation,  would  fill  a 
moderate  sized  yolume.  His  separate  works 
relating  to  Political  Economy,  are  his — 

Principles  of  PopuUUUm.  2  vols.  Edinburgh. 
1840. 

England  in  1%15  and  \US,  Edinburgh.   1846. 

Free  Trade  and  a  Fettered  Currency,  Edin- 
burgh.   1847. 

And  a  number  of  essays  originally  published  in 
Blackwood's  Magaeine^  and  republished  in  3  vols. 
8vo.  1850.  Those  relatmg  to  Political  Economy 
are — 

The  Commercial  Crisis  of  1837.  Free  Trade 
and  Protection, — The  NamgcUion  Latos.  —  27ie 
Crowning  of  the  Colfonn  and  the  Crushing  of  the 
Pedestals— Free  Trade  at  its  zemth,^Direct  Tax- 
ation,'-Dree  Trade^  Reform,  and  Finance. 

ALLABDTOE,  ALEXANDER,  H.P. 
Address  to  the  Proprietors  of  the  Sank  of 
England.    London.    1798. 

ALLOT. — The  precious  metals,  gold  and  silver, 
in  their  native  state,  are  much  too  soft  to  be  ca- 
pable of  being  used  as  coins,  or  any  otibier  instru- 
ments. It  is,  therefore,  necessary  to  mix  them 
with  a  certain  portion  of  harder  metal,  which  is 
called  alloy.  By  a  curious  and  universal  law  in 
chemistry,  the  mixed  metal  is  harder  than  either 
of  its  constituents.  Copper  is  the  alloy  used  in 
the  British  coinage,  and  the  proportion  in  the  gold 
coinage  is  eleven  parts  of  pure  gold  to  one  of 
copper ;  or,  as  the  purity  of  gold  is  measured  by 
twenty-four  aliquot  parts  termed  carats,  standard 
gold  is  said  to  be  twenty-two  carats  fine.  The 
proportion  in  silver  is  that  used  since  the  days  of 
William  the  Conqueror ;  it  is  eleven  ounces  two 
dwts.  fine  to  eighteen  dwts.  alloy,  and  for  cen- 
turies it  has  been  called  the  ^*  Old  right  standard 
of  England."  It  has  been  found  by  experience 
that  these  proportions  confer  the  greatest  amount 
of  durability  on  the  coinage.  The  French  with 
their  love  of  the  decimal  system,  have  carried  it 
into  their  coinage,  which  is  nine  parts  fine,  and 
one  part  alloy,  but  its  durability  is  inferior  to  that 
of  the  British  coinage. 

ALPHONSEy  LEWIS.— Bom  at  Bordeaux, 
March  10, 1743.  A  chemist  of  an  enthusiastic 
turn  of  mind,  an  ardent  revolutionist,  and  a  dis- 
ciple of  Mesmer.  His  love  for  politics  havinff 
doBtroyed  his  business,  he  retured  to  Dax,  and 
turned  his  attention  to  agriculture.  He  returned 
to  Bordeaux  in  1799,  and  died  Februaiy  2, 1820. 

Mimoire  sur  la  monnaie  de  biUon. 

AHEILHON,  HXJBEBT   PASCAL, --A 

member  of  the  Academy,  and  Librarian  of  the 
City  of  Paris  for  thirty-eight  years,  and  of  the 
Arsenal  for  fourteen  years,  was  bom  at  Paris, 
August  5,  1730.  He  became  an  ecclesiastic,  and 
wrote  a  considerable  number  of  works.  In  1766 
he  was  admitted  a  member  of  the  Academy  of 
Belles  Lettres,on  writing  his  History  of  the  Com" 


meree  and  Manufaciures  of  the  Egyptians.  In 
1779  he  founded,  along  with  Roubaud,  the  /oicr- 
nal  d^ Agriculture^  Commerce^  Arts  et  Finances. 
He  was  elected  member  of  the  Constituent  Assem- 
bly, and  an  ardent  revolutionist.  He  was  one  of 
the  commissioners  on  monuments,  and  for  the 
examination  of  the  titles  to  nobility,  and  several 
other  revolutionary  committees  of  great  violence. 
In  the  course  of  his  official  duty  he  caused  to  be 
destroyed  652  volumes  of  original  documenta 
relating  to  the  titles  and  armorial  bearings  of  the 
French  noblesse  and  French  hist(»ry,  and  all 
sculptures,  monuments,  statues,  and  other  works 
of  art  which  bore  the  ensign  of  the  French  royalty. 
On  the  other  hand,  he  saved  and  gathered  toge- 
ther the  libraries  of  the  suppressed  convents,  and 
collected  800,000  volumes,  among  which  were  the 
libraries  of  Malesherbes,  Lavoisier,  and  several 
other  persons  of  note,  which  were  afterwards  re- 
stored to  the  proper  heu*s  of  their  owners.  He 
devoted  six  or  seven  years  to  classify  and  arrange 
the  books  so  acquired.  When  France  settled 
down  under  tiie  sway  of  Napoleon,  Ameilhon 
resumed  his  literary  labours,  and  on  the  creation 
of  the  Institute,  he  was  elected  a  member  of  the 
department  of  history  and  ancient  Uteratare. 
Brides  his  History  of  Ancient  Commerce,  he 
wrote— 

Sur  la  MetaUurgie. 

Sur  la  Pkhe  des  Anciens. 

Ain)EB80N,  ADAMy— Bom  in  Scotland  m 
1692.  He  came  to  England,  and  obtained  a  situ- 
ation in  the  South  Sea  House,  where  he  remained 
40  years,  and  rose  to  be  chief  clerk  of  the  stock, 
and  new  annuities.  He  labored  for  many  years 
at  his  Historical  and  Chronological  Deduction  of 
7Va<ie.  2  vols,  folio.  London,  1762.  Though  a  work 
of  great  labor,  it  is  in  many  respects  very  inaccu- 
rate, and  the  author  is  infected  with  many  of  the 
old  exploded  fallacies  in  Political  Economy,  such 
as  the  Balance  of  Trade,  a  delusion,  however, 
which  continued  to  blind  many  much  greater 
authorities  to  a  much  later  period,  and  therefore 
we  must  not  blame  him  too  much.  In  other  re- 
spects his  views  were  more  liberal  and  enlight- 
ened. His  work  is  better  known  under  the  name 
of  Macpher8on*8  Annals  of  Commerce.  This  author 
havinc  rewritten  the  earlier  portion  of  it,  and 
amended  the  latter,  published  it  with  a  new  title, 
and  under  his  own  name  (Macphsesoh.)  Ander- 
son died  m  1765. 

AKDEBSON,  JAHES,  LL  J).,  F.iLS.,  &c.— 
One  of  the  great  improvers  of  British  agriculture, 
was  bom  at  Hermiston,  about  six  miles  from 
Edinburgh,  in  1739.  He  was  the  son  of  a  small 
farmer,  and  was  left  an  orphan  at  fifteen.  Against 
the  advice  of  his  friends,  he  determined  to  manage 
his  paternal  fum,  but  upon  reading  Homers  Essay 
npon  Agricultare,he  fbund  he  could  not  understand 
it  without  a  knowledge  of  chemistry.  He  aocord- 
in^y  went  to  Edinburgh  to  attend  the  lectures  of 
the  celebrated  Dr.  CuUen,  with  whom  he  formed 
an  intimate  fHendship,  which  lasted  till  his  death. 
In  1763  he  left  his  native  farm,  and  took  one  in 
the  wildest  part  of  Aberdeenshire.  It  was  named 
MonkshUl,  of  about  1,300  acres,  and  almost  in  a 
state  of  nature.  Li  his  efforts  to  reclaim  this  farm, 
he  tumed  his  attention  to  planting,  and  similar 
subjects,  and  began  to  contribute  a  series  of  articles 
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on  these  operations  to  an  Edinburgh  magazine, 
under  the  signature  of  AgriooU.  In  1768  he 
married  Miss  Seton,  of  Mow nie,  and  acquired  that 
estate  m  ri^t  of  his  wife.  In  1780  the  Uniyer- 
sity  of  Aberdeen  conferred  npon  him  the  degree 
of  LLJ>.  In  1783  he  removed  to  Edinburgh, 
for  the  education  of  his  children,  and  having 
written  a  pamphlet  on  the  Northern  Fisheries, 
the  govomment  employed  liim  to  make  a  survey 
of  the  Western  Highlands  and  Islands.  In  1797, 
he  removed  to  Isleworth,  near  London,  and  in 
^larch,  1799,  commenced  the  publication  of  his 
BecrtatumM  in  Agneutherty  which  he  continued 
intil  April,  1802.  His  health  after  this  broke  up, 
and  he  died,  15th  October,  1808. 

He  was  the  inventor  of  the  two^horse  plough, 
without  wheels,  to  which,  more  than  to  any  other 
single  esnse,  tiie  immense  progress  of  Scottish  agri* 
culture  is  due.  He  was  the  author  of  a  great  num- 
ber of  articlee  and  papers,  espneciaUy  on  all  matters 
relating  to  agriculture,  and  his  writings  exercised 
a  grest  influence  in  advancing  its  knowledge  and 
cultivation.  He  was  elected  a  member  of  the 
Boyai  Society,  and  a  great  many  other  learned 
bodies. 

However  great  his  merits  and  usefulness  might 
have  been  in  his  own  day,  Ander8on*B  chief  didm 
to  interest  at  the  present  time  is,  that  he  was  the 
origiDator  of  tiie  idea  that  Bent  springs  from  the 
unequal  fertility  of  different  soils,  which  is  the 
basis  of  Blcardo's  ftmous  theory  of  Bent.  Adam 
Smith  had  laid  it  down  that  high  rent  was  one  of 
the  causes  of  the  high  price  of  com,  from  which 
it  naturally  followed  that  if  the  landlords  gave  up 
their  rents,  com  would  be  so  much  lower.  In 
1777  a  new  com  bill  was  brought  into  Parliament, 
and  Anderson  wrote  a  pampidet  called  **  An  In- 
fdry  into  ike  Nature  of  the  Com  Laws,  1777,** 
for  the  purpose  of  advocating  a  sliding  bounty. 
In  the  course  of  this,  he  shews  the  entire  fallacy 
of  Adam  Smith*s  idea  that  the  payment  of  rent 
mfloenced  the  price  of  com.  He  diews  that  the 
price  of  com  depends  entirely  upon  supply  and 
demand,  and  that  all  the  variations  in  price  are 
caused  by  a  change  in  the  relation  of  supply  and 
demand.  He  shews  well  that  rents  entirely  depend 
00  the  priee  of  com,  and  that  any  rise  in  the  price 
would  only  temporarily  benefit  the  fiirmer,  but 
ultimately  it  would  entirely  go  to  the  landlord. 

In  a  note  at  page  46  of  this  pamphlet,  he 
broaches  his  theory  aS  Bent,  which  we  quote  here, 
and  shaO  conunent  upon,  together  with  Bicardo's 
ud  other  theories.-— (Bbkt,  Bicarbo.) 

**It  IS  not,  however,  the  rent  of  the  land  that 
determines  tiie  price  of  its  produce,  but  it  is  the 
price  of  that  produce  which  determines  the  rent 
of  the  land ;  ahhough  the  price  of  that  produce  is 
often  highest  in  those  countries  where  the  rent  of 
land  is  lowest  This  seems  to  be  a  paradox  that 
deserves  to  be  explained. 

**  In  every  country  there  is  a  variety  of  soils, 
diflering  considerably  from  one  another  in  point 
offertiUty.  These  we  shall  at  present  suppose 
vranged  into  different  classes,  which  we  shall 
denote  by  the  letters  A,  B,  C,  D,  £,  F,  &C.,  the 
class  A  comprehending  the  soils  of  the  greatest 
fertility,  and  the  other  letters  expressing  different 
classes  of  soils,  gradually  decreasing  in  fertility 
is  joa  recede  fit>m  the  first.  Now,  as  the  expense 
of  coltivating  the  least  fertile  soil  is  as  gr^  or 
greater,  than  that  of  the  most  fertile  field,  it 


necessarily  follows,  that  if  an  equal  quantity  of 
com,  the  produce  of  each  field,  can  be  sold  at  the 
same  price,  the  profit  on  cultivating  the  most  fer- 
tile soil  must  be  much  greater  than  that  of  culti- 
vating the  others,  and  as  this  continues  to  decrease 
as  the  sterility  increases,  it  must  at  length  happen 
that  the  expense  of  cultivating  some  of  the  infe- 
TicfT  classes  will  equal  the  value  of  the  whole  pro- 
duce. 

'*  This  being  premised,  let  us  suppose  that  the 
dass  F  includes  all  those  fields  whose  produce  in 
oatmeal,  if  sold  at  14s.  per  boll,  would  be  suffi- 
cient to  pay  the  expense  of  cultivating  them, 
without  affording  any  rent  at  all.  That  the 
class  £  comprehended  those  fields,  whose  produce, 
if  sold  at  13s.  per  boU,  would  free  the  charges, 
without  affording  any  rent,  and  that,  in  like  man- 
ner, the  classes  D,  C,  B,  and  A  consisted  of  fields, 
whose  produce,  if  sold  respectively  at  12, 11, 10, 
and  9  shillings  per  boll,  would  exactly  pay  the 
charge  of  culture,  without  any  rent. 

"•  Let  us  now  suppose  that  all  the  inhabitants  of 
the  countries  where  such  fields  are  placed  could 
be  sustained  by  the  produce  of  the  first  four 
classes,  viz.  A,  B,  C,  and  D.  It  is  plain  that  if 
the  average  selling  price  of  oatmeal  in  that  oountiy 
was  12s.  per  boll,  those  who  possess  the  fields  u 
could  just  afford  to  cultivate  them  without  paying 
any  rent  at  all ;  so  that  if  there  were  no  other 
produce  of  the  fields  that  could  be  reared  at  a 
smaller  expense  than  com,  the  farmer  could  afford 
no  rent  whatever  to  the  proprietor  of  them,  and 
if  so,  no  rents  could  be  afforded  for  the  fields  £ 
and  F,  nor  could  the  utmost  avarice  of  the  pro- 
prietor, in  this  case,  extort  a  rent  for  them.  In 
these  circumstances,  however,  it  is  obvious  that 
the  farmer  who  possessed  the  fields  in  the  class  C 
could  pay  the  expense  of  cultivating  them,  and 
also  afford  to  the  proprietor  a  rent  equal  to  one 
shilling  for  every  boU  of  their  produce;  in 
like  manner  the  possessors  of  the  fields  B  and  A 
could  afford  a  rent  equal  to  two  or  three  shillings 
per  boll  of  theb*  produce  respectively.  Nor 
would  the  proprietors  of  these  fields  find  any 
difficulty  in  obtaining  these  rents,  because  farmers, 
finding  they  could  live  equally  well  upon  such  soils, 
though  having  these  rents,  as  they  could  upon  the 
fields  D,  without  any  rent  at  all,  would  be  equally 
willing  to  take  the  one  as  the  o^er. 

"  But  let  us  again  suppose  that  the  whole  pro- 
duce of  the  fields  A,  B,  C,  and  D,  was  not  sufficient 
to  maintain  the  whole  of  the  inhabitants.  If  the 
average  selling  price  should  continue  at  12s.  per 
boll,  as  none  of  the  fields  £  and  F  could  admit  of 
being  cultivated,  the  inhabitants  would  be  under 
the  necessity  of  bringing  grain  from  some  other 
country,  to  supply  their  wants.  But  if  it  should 
be  found  that  grain  could  not  be  brought  from 
that  other  country  at  an  average  under  13s.  per 
boll,  the  price  in  the  home  market  would  rise  to 
that  rate,  so  that  the  fields  £  could  then  be 
brouffht  into  culture,  and  those  of  the  class  D 
could  afford  a  rent  to  the  proprietor,  equal  to  what 
was  formerly  yielded  by  C,  and  so  on  of  the 
others ;  the  rents  of  eveij  class  rising  in  the  same 
proportion.  If  these  fields  were  sufficient  to 
maintain  the  whole  of  the  inhabitants,  the  price 
would  remain  permanently  at  138.,  but  if  there 
was  still  a  deficiency,  and  if  that  could  not  be 
made  up  for  less  than  14s.  per  boll,  the  price 
would  rise  in  the  market  to  that  rate,  in  which 
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case  the  fields  F  might  also  be  bronght  into  cnl- 
tiire,  and  the  rents  of  all  others  would  rise  in 
proportion. 

*^  To  apply  this  reasoning  to  the  present  case, 
it  appeal's  that  the  people  in  the  Lothians  can  be 
maintained  by  the  produce  of  the  fields  A,  B,  C, 
D,  and  E,  but  the  inhabitants  of  Clydesdale  re- 
quire also  the  produce  of  the  fields  F,  so  that  the 
one  is  under  the  necessity  of  giving  at  an  average 
one  shilling  per  boll  more  for  meal  than  the  other. 

^^Let  us  now  suppose  that  the  gentlemen  of 
Clydesdale,  from  an  extraordinary  exertion  of 
patriotism,  and  an  inordinate  desire  to  encourage 
manufactures,  should  resolve  to  lower  their  rente, 
60  as  to  demand  nothing  from  those  who  possessed 
the  fields  E,  as  well  as  those  of  the  class  F,  and 
should  allow  the  rents  of  all  the  others  to  sink  in 
proportion.  Would  the  price  of  grain  fall  in  con- 
sequence of  this  ?  By  no  means.  The  inhabitante 
are  still  in  need  of  the  whole  produce  of  the  fields 
F  as  before,  and  are  under  the  necessity  of  paying 
the  farmer  of  these  fields  such  a  price  as  to  enable 
him  to  cultivate  them.  He  must,  therefore,  still 
receive  14s.  per  boll  as  formerly,  and  as  the  grain 
from  the  fields  E,  D,  C,  B,  and  A  are  at  least 
equally  good,  the  occupiers  of  each  of  these  fields 
would  receive  the  same  price  for  their  produce. 
The  only  consequence,  then,  that  would  result 
from  this  Quixotic  scheme,  would  be  the  enriching 
one  class  of  farmers  at  the  expense  of  the  pro- 
prietors, without  producing  the  smallest  benefit 
to  the  consumers  of  grain,  perhaps  the  reverse,  as 
the  industry  of  these  farmers  might  be  slackened 
by  these  measures. 

"  If,  on  the  other  hand,  by  any  political  arrange- 
ment the  price  of  oatmeal  should  be  reduced  from 
14s.  to  ISs.  per  boll,  it  would  necessarily  follow 
that  all  the  fields  of  the  class  F  would  be  aban- 
doned by  the  plough,  and  the  rente  of  the  others 
would  fall  of  course,  but  with  that  fall  of  rent  the 
quantity  of  grain  produced  would  be  diminished, 
and  the  inhabitante  would  be  reduced  to  the  ne- 
cessity of  depending  on  others  for  their  daily 
bread.  Thus  it  appears  that  the  rente  are  not  at 
all  arbitrary,  but  depend  on  the  market  price  of 
ffrain,  which  in  its  turn  depends  upon  the  effective 
demand  there  is  for  it,  ana  the  fertility  of  the  soil 
in  the  district  where  it  is  raised,  so  that  the 
lowering  of  rents  alone  could  never  have  the  effect 
of  rendering  grain  cheaper." 

This  passage  is  remarkable  as  being  the  first 
elaborate  attempt  to  explain  the  theory  of  rent, 
but  it  is  manifestly  defective  because  it  assumes 
the  necessity  of  there  being  different  de^ees  of 
fertility  in  the  soil  of  the  country.  This  sup- 
position is  enturely  superfluous,  because  rent 
would  arise,  even  though  all  the  soil  was  of  exactly 
the  same  fertility.  Ricardo  greatly  extended  it 
afterwards,  by  shewing  that  there  were  other 
circumstances  which  were  equivalent  to  differences 
of  degrees  of  fertility.  But  the  great  merit  of 
this  passage  is  the  final  and  conclusive  answer  it 
gives  to  the  popular  notion,  that  if  landlords 
went  without  their  rents,  com  would  be  any  the 
cheaper.  It  is  not  possible  to  demonstrate  this  in 
a  more  conclusive  manner  than  is  done  in  the 
preceding  passage,  and  it  is  of  great  service  in 
Political  Economy,  but  this  and  a  few  other 
passages  are  the  only  ones  of  any  value  in  this 
pamphlet. 
Although  the  country  owes  much  to  Anderson 


for  his  services  in  fovor  of  agriculture,  his  specu- 
lative notions  were  founded  on  the  exploded 
fallacy,  that  it  is  necessary  or  advantageous  for  a 
country  to  be  independent  of  all  foreign  nations 
for  a  supply  of  food.  It  was  exactly  the  same 
idea  that  was  at  the  root  of  the  Protective  System, 
which  was  abolished  in  1 846,  only  that  system 
was  based  on  the  method  of  a  sliding  scale  of 
import  duties ;  Anderson's  was  a  sliding  scale  of 
bounties  on  exportation.  Both  had  the  same  object 
in  view,  to  secure  the  fiarmer  such  an  average  price 
of  com  as  would  encourage  a  sufficient  supply  to  be 
grown  at  home  so  as  to  be  mdependent  of  foreigners. 
This  fidlacy  is  now  explod^  because  it  is  now 
well  known  that  it  is  much  more  advantageous  for 
a  country  to  purchase  ite  com  from  foreigners  by 
means  of  ite  manufactures,  than  to  pay  an  enor- 
mous tax  to  home  producers.  That  foreigners 
will  refuse  to  sell,  is  a  mere  bugbear  that  all 
experience  disproves.  Buyers  and  sellers  come 
together  with  an  electric  force  that  nothing 
can  resist.  In  fkct,  producers  have  the  same  ne- 
cessity to  sell,  which  consumers  have  to  buy. 
The  fkllacy  which  pervades  Anderson^s  and  the 
protective  system  is  the  identical  one  which  be- 
guiled Adam  Smith  on  the  subject  of  the  Navi- 
gation laws,  which  have  recently  been  repealed 
with  such  excellent  resulte.  The  Board  of  North- 
em  Fisheries  was  instituted  on  Anderson's  prin- 
ciples, but  the  fallacy  of  the  bounty  on  herrings 
being  clearly  shewn,  it  was  long  ago  repealed,  and 
the  Board's  duties  are  now  confined  to  dispose  of 
an  annual  grant  of  £3,000  a  year  for  the  ex- 
tension and  improvement  of  harbours  for  the 
fishermen  on  the  coast  of  Scotland. 

Anderson's  other  works  relating  to  Economical 
subjecte  are  as  follows : — 

ObsenxUions  an  the  means  of  exciting  a  spirit  of 
National  Industry,    Edinburgh,  1777- 

An  Enquiry  into  the  nature  of  the  Com  Laws. 
Edinburgh,  1777. 

Essays  relating  to  Agriculture  and  Rural 
affairs.   Edinburgh,  1777.    Fifth  edition  1800. 

An  Enquiry  itUo  the  causes  which  have  hitherto 
retarded  the  advancement  of  Agriculture  in 
Europe.    1779. 

The  true  interest  of  Cheat  Britain  considered : 
or  a  proposal  for  establishing  the  Northern 
British  Fisheries.    1 783. 

An  Account  of  the  present  state  of  the  Htbridee^ 
and  Western  Coast  of  Scotland,  being  the  sub- 
stance of  a  Report  to  the  Lords  of  the  Treasury. 
1785. 

Observaiions  on  Slavery^  particularly  with  a 
view  to  its  effects  on  the  British  Colonies  in  the 
West  Indies.    1789. 

Observations  on  the  ^eets  of  the  Coal  Duty. 
1792. 

Thoughts  on  the  privileges  and  powers  of 
Juries,  with  observations  on  the  state  of  the  coun- 
try  with  regard  to  Credit.    1793. 

Remarks  on  the  Poor  Laws  of  Scotland.  1793. 

A  practical  Treatise  on  Peat  Moss.    1794. 

A  general  view  of  the  agriculture  and  rural 
economy  of  the  county  of  Aberdeen^  and  the  means 
of  its  improvement.     1794. 

A  practical  treatise  on  draining  bogs  and 
swampy  grounds,  with  cursory  remarks  on  the 
originality  of  Elkington's  mode  of  draining 
lands.    1797. 

Recreations  in  Agriculture,  ifc.  179O9 — 1802. 
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A  calm  taoesHgatum  of  the  circumstances  that 
have  led  to  the  present  scarcity  of  grain  in  Great 
Britam^  suggesting  the  means  of  alienating  that 
enl,  and  of  precenting  the  occurrence  of  such  a 
calamity  in  future.    1801. 

ANaEVILLE,  COUNT  ADOLPHE  D*- 

Born  at  Lampries  ( Ain),  20th  May,  1796 ;  formerly 
in  the  Navy,  and  depnty  for  the  Ain. 

Aperpi  sur  nos  Colonies  et  notre  Marine  Mili" 
iaire  pour  appuyer  une  pitiHon  faite  a  la  Cham- 
hrt  It  24me  Janmer^  1832.    Lyon,  1832. 

Essai  strr  la  StatisOque  de  la  population  Fran- 
caistj  consid^ie  sons  muiqtCuns  de  ses  rapports 
fhysiques  et  moraux.    raris,  1836. 

AinSSON  DU  PEBOH,  ETIENNE  ALEX- 
AUDBS  JACQUES -Born  1748,  and  appointed, 
in  1783,  Director  of  the  Royal  Printing  OflSce. 
In  1790  he  published  a  letter  on  the  printing  of 
asaignata,  and  the  different  species  of  paper  tried 
Id  their  fabrication.    On  the  4th  Jnly,  1792,  he 
was  indicted  for  printing  an  unconstitutional  de-  I 
cree.    After  the  10th  August  he  was  obliged  to  ' 
resign  his  ofBce,  and  he  was  sent  before  the  revo-  • 
Intionary  tribunal  and  condemned  to  death  25th  • 
April,  1794. 

ANIS80N  DU  PEBON,— Son  of  the  preced- 
ing, was  bom  at  Paris,  26th  October,  1776 — ^was 
appointed  auditor  of  the  Council  of  State  in  1806, 
and  dbector  of  the  Imperial  Printing  Office  in 
1809— Deputy  from  Puy  de  Dome  in  1830— Pre- 
sident of  the  Council-General  of  that  department 
in  1840,  and  a  Peer  of  France  in  1844.  He  was 
one  of  the  founders  and  vice-president  of  the 
Society  for  the  Promotion  of  EVee  Trade. 

De  Vaffranckissement  du  commerce  et  de  Vin- 
dustrie,    Paris,  1829. 

De  VenquHe  sur  Us  fers^  on  application  des 
principes  gSn^aux  d  la  question  de  la  taxe  sur 
les  fers  itromgers.    Paris,  1829. 

Examen  de  Vcnquete  commercicde  sur  les  sucres 
tn  1829,  prMdi  de  f  examen  de  V  enquete  sw  les 
fen.    Paris,  1829. 

Tntit^  de  Methuen  et  de  1786  dans  lews  rap- 
ports avec  la  liberU  commerciale.  In  the  Journal 
des  Economistes,    Vol.  xxyn. 

ANNALI UNIVEB8A1I DI  STATI8TICA 

—Edited  by  Francesco  Lampato  and  a  variety  of 
Economists.  The  first  series,  forming  80  vols., 
ended  in  June,  1844.  The  second  series,  begin- 
umg  July,  1844,  ceased  at  the  end  of  18^0.  MUan. 

ANNUAIBE  de  I'ECOHOMIE  POLITIQUE 

et  de  la  StcOistique.  Edited  by  Messrs.  Joseph 
Gamier  and  GuiUaumin. — ^Paris.  This  series  be- 
gan in  1844.  Each  volume  is  divided  into  four 
parts.  The  first  gives  the  substance  of  official 
reports  relating  to  the  population,  the  public 
finances,  trade,  the  administration  of  justice,  sav- 
ings' banks,  bsmks,  charitable  institutions,  &c.,  of 
France.  The  second  part  is  allotted  to  the  City 
of  Paris.  The  third  gives  similar  information 
respecting  foreign  countries.  The  fourth  gives 
general  d^nssions  on  the  most  interesting  ques- 
tions of  the  day  in  Political  Economy ;  a  review 
of  the  proceedings  of  the  Academy  of  Moral  and 
Political  Sciences;  the  principal  Economical 
events  of  the  year ;  a  financial  review  and  a  biblio- 


graphy of  the  preceding  year.  This  publication 
contains,  in  a  small  compass,  a  great  amount  of 
valuable  information. 

ANNUAIBE  DU  BUBEAU  DES  LONOI- 
TUDES. — This  periodical  contains  many  papers 
upon  Economical  subjects. 

ANNUITIES.— An  Annuity  is  a  series  of  pay- 
ments made  at  stated  intervals,  usually  a  year, 
whence  the  name,  but  very  often  more  frequently, 
as  half-yearly,  quai-terly,  &c. 

1.  Next  to  a  true  conception  of  the  nature  of 
Valucy  which  is  the  fundamental  idea  in  Political 
Economy,  the  doctrine  of  Annuities  is  probably 
the  most  important.  The  subject  of  Annuities, 
viewed  in  its  proper  extent,  comprehends  incom- 
parably the  largest  amount  of  existing  property, 
and  the  most  important  material  interests  of  man- 
kind in  a  state  of  civilization.  They  are  the  fruits 
of  civilization  itself,  and  some  of  its  most  remark- 
able discoveries — Money  and  Interest. 

2.  The  importance  of  the  subject  of  Annuities 
may  be  seen  when  we  state  that,  in  addition  to 
the  subjects  with  which  its  name  is  more  popularly 
associated,  it  in  reality  comprehends  the  whole 
theory  of  the  value  of  landed  property,  the  public 
funds,  and  all  other  subjects  which  produce  an 
annual  revenue,  and  the  whole  of  Commercial 
Credit.  In  fact,  we  may  say,  that  in  its  most 
comprehensive  sense  the  doctrine  of  Annuities  is 
the  theory  of  the  value  of  Fixed  Capital.   (Capi- 

TAI..) 

3.  The  doctrine  of  Annuities  is  the  produce  of 
that  wonderful  instrument  Money  (Moket),  and 
is  a  curious  commentary  upon  the  arguments  of 
Aristotle  and  Dante  to  show  that  interest  is 
unnatural  and  abominable.  (Abistotle.  Dante.) 
The  theory  of  Annuities  entirely  depends  upon 
the  principle  that  money  naturally  produces 
interest,  but  more  particularly  upon  the  principle 
that  interest  produces  interest,  an  idea  that  drove 
Plutarch  almost  beside  himself.    TPlutabch.^ 

4.  An  annuity,  as  we  have  said  above,  is  a 
series  of  future  payments,  from  whatever  source 
arising,  and  the  doctrine  of  annuities  rests  entirely 
upon  this  principle,  that  each  of  these  future  pay- 
ments has  a  present  value,  and  that  all,  or  any, 
or  any  number  of  them,  may  be  bought  and  sold, 
like  an  article  of  commerce.  And  the  theory  of 
annuities  has  for  its  object  to  discover  the  present 
value  of  each  of  these  separate  terms,  and  in  a 
large  branch  of  the  subject  to  discover  how  many 
of  them  should  be  bought  according  to  the  circum- 
stances of  the  particular  problem. 

5.  The  present  value  of  an  annuity  is,  therefore, 
the  sum  of  the  series  of  the  present  values  of  all 
the  future  terms.  Now,  let  us  take  the  case  of  a 
perpetual  annuity,  or  a  payment  to  be  made  at 
regular  intervals  for  ever.  If  money  bore  no 
interest,  it  is  clear  that  each  future  payment 
would  be  exactly  equal  to  the  present  payment, 
consequently  the  present  value  of  such  an  annuity 
would  be  the  same  as  the  aggregate  sums  to  be 
paid  for  ever.  That  is,  to  purchase  such  an  an- 
nuity, it  would  be  necessary  to  pay  down  an  in- 
finite sum.  A  consequence  which  is  manifestly 
absurd.  Hence  it  appears  that  such  a  mode  of 
calculating  the  value  is  manifestly  erroneous. 

6.  Again  let  us  suppose  that  simple  interest  is 
charged.    Then  each  future  payment  would  be 
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diminished  by  a  small  definite  sum  of  nniform 
amount.  Aud  it  is  evident  tliat  to  buy  an  annui- 
ty for  ever,  on  such  terms,  would  involve  exactly 
the  same  absurdity  as  in  the  preceding  case. 
That  is,  to  secure  a  finite  annual  payment,  we 
should  have  to  pay  down  an  infinite  sum  of  money, 
which  shews  that  this  mode  of  calculation  is  also 
manifestly  erroneous. 

7.  But  if  we  suppose  that  compound  interest  is 
charged,  we  shall  find  that  each  term  of  the  series 
will  progressively  and  rapidly  diminish.  A 
larger  quantity  will  have  to  be  subtracted  from 
each  term  in  succession.  We  shall  thus  obtain  a 
series  of  quantities  in  geometrical  progression, 
the  common  difference  beine  a  fraction,  and  by  the 
laws  of  Algebra,  we  know  that  such  a  series,  even 
though  it  be  infinite,  has  a  finite  limit.  And  that 
finite  limit  is  the  present  value  of  the  perpetual 
annuity. 

8.  Hence  we  see  that  the  value  of  annuities 
mutt  always  be  calculated  at  compound  interest, 
in  order  to  obtain  a  rational  result.  The  present 
value  of  each  term  or  future  payment,  is  such  a 
sum  of  money  as  improved  at  the  given  rate  at 
compound  interest,  would  amount  to  that  sum  in 
the  given  time.  And  the  present  value  of  the 
whole  annuity  is  the  sum  of  the  series  of  the  pre- 
sent values  of  each  term. 

9.  An  annuity,  however,  does  not  consist  of  any 
definite  number  of  terms.  It  may  be  of  any 
number,  from  a  single  future  payment  up  to  an 
infinite  number,  or  any  intermediate  number. 
And  under  each  species  an  enormous  amount 
of  property  is  to  be  classed.  We  shall  shortly 
consider  the  different  varieties  of  annuities,  and 
the  species  of  property  they  relate  to. 

10.  I. — The  lowest  form  of  an  Annuify,  i.e,  a 
single  future  payment. 

This  comprehends  the  whole  theory  of  mer- 
cantile credit  (Csedit),  which  consists  simply  of 
a  single  future  payment,  and  these  future  pay- 
ments, under  the  form  of  bills  of  exchange,  form 
an  immense  article  of  commerce.  To  buy  a  bill 
of  exchange  is  usually  called  to  discount  it,  and 
there  is  a  most  important  class  of  traders  whose 
chief  business  consists  in  buying  bills  of  exchange 
or  commercial  debts.  (Bank.  Bill  Broker.)  The 
main  business  of  banking  consists  in  buying  or 
discounting  bills  of  exchange.  Now  there  is  no 
difference  whatever  in  principle  between  dis- 
counting a  bill  of  exchange  and  buying  a  landed 
estate.  To  discount  a  bill  is  to  buy  a  single  future 
payment,  to  buy  a  landed  estate  is  to  &count  a 
series  of  future  payments. 

11.  n. — The  largest  form  of  an  AnnuUg,  ue, 
a  series  of  future  payments  for  ever. 

This  comprehends  the  whole  theory  of  the 
value  of  estates  in  fee  simple,  and  that  portion  of 
the  public  fonds  which  consists  of  perpetual  an- 
nuities. To  purchase  a  landed  estate  in  fee  simple 
is  merely  to  oiscount  a  series  of  future  payments 
for  ever,  as  already  explained.  The  same  may  be 
said  of  the  purchase  of  all  property  which  yields 
an  annual  revenue,  such  as  canals,  railways,  the 
public  funds,  &c. 

12.  m. — Hie  intermediate  formf  i,e.  a  limited 
series,  but  exceeding  one,  of  future  payments. 

This  variety  is  much  the  most  complicated,  and 
includes  a  great  number  of  sub- varieties,  the 
calculation  of  which  involves  a  considerable  portion 
of  the  theory  of  probabilities  (Probabilitixs).  It 


includes  the  theory  of  the  value  of  leases,  fines  on 
the  renewal  of  leases,  estates  in  remainder  or  re- 
version, vested  and  contingent,  and  life  and  survi- 
vorship annuities  of  all  sorts.  To  enter  into  a  full 
detail  of  the  methods  requisite  to  find  the  valueof  all 
these  various  annuities  would  require  an  immense 
amount  of  mathematical  detail,  whict  is  wholly 
beyond  the  purpose  of  this  work,  and  for  which 
we  must  refer  to  the  standard  treatises  enum^ated 
at  the  end  of  this  article.  AH  we  can  do  here  is 
to  specif  verv  briefly  the  different  classes  that 
may  be  formea,  and  the  species  of  property  which 
is  included  in  them.    We  may  have  then — 

1.  A  series  to  commence  immediately  and  ter- 
minate  at  a  aiven  time. 

(a)  And  of  this  the  termination  may  be  certain. 
Under  this  form  are  included  all  leases  for  a 

certain  number  of  years,  and  all  annuities  for  a 
fixed  number  of  years. 

(b)  Or  the  termination  may  be  uncertain. 
Under  this  form  are  all  life  annuities  com- 
mencing immediately. 

(bl)  And  this  termination  may  depend  upon 
a  single  uncertain  event,  or  (b  2)  upon  several  ti»- 
certain  events. 

Thus,  an  annuity  may  be  granted  to  continue 
during  the  life  of  a  single  individual,  or  during 
the  lire  of  the  survivor  of  several  individuals. 

2.  A  series  to  begin  at  a  future  period,  and  to 
continue  for  ever. 

(a)  And  of  this  the  commencement  may  he 
certain  and  definite. 

Thus,  an  estate  may  be  sold  to  B,  subject  to  a 
lease  to  A. 

(b)  Or  the  commencement  may  be  certain  but 
ind^nite. 

Thus,  an  estate  may  be  settled  on  A  fdr  life 
with  remainder  to  B  in  fee. 

(c)  Or  the  commencement  may  be  uncertain 
and  indefinite. 

Thus,  an  estate  may  be  settled  on  A  and  his 
heirs,  whom  failing,  remainder  to  B  and  his  heirs. 

Or  an  estate  mav  be  settled  on  A  for  life,  and  if 
C  be  living  at  his  decease,  then  to  B  and  his  heirs. 

Or  an  estate  may  be  granted  to  A  until  he  be 
bankrupt,  or  insolvent,  or  innumerable  other  con- 
tingencies, and  then  to  B  and  his  heirs.  To  this 
form  belongs  the  whole  theory  of  estates  in  re- 
version, or  remainder,  vested  or  contingent,  ex- 
ecutory interests,  springing  or  shifting  uses,  and 
executory  devises,  a  subject  of  immense  import- 
ance. 

3.  A  series  to  begin  at  a  future  time  and  to 
continue  a  limited  number  of  years. 

(a)  Of  this  form  the  commencement  and  termi- 
nation may  both  be  certain  and  d^nite. 
Of  this  the  fine  paid  for  the  renewal  of  an  un- 
expired lease  is  an  example, 
(a  1 .)  Or  the  commencement  may  be  certain  and 

d^nite  and  the  end  certain  but  ind^nite. 
Thus,  an  estate  may  be  granted  to  A  and  his 
heirs  for  10  years,  and  then  to  B  for  life. 

Or  A  may  purchase  an  annuity  for  life  to  com- 
mence at  the  end  of  a  given  term, 
(a  2.)  Or  the  commencement  may  be  certain  and 
definite  and  the  end  may  be  uncertain  and 
ind^nite. 
Thus,  an  estate  may  be  granted  to  A  for  10 
years,  then  to  B  until  some  contingent  event 
happens,  as  for  instance  until  he  marries,  and 
then  to  C. 
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Or  a  husband  may  bequeath  his  widow  an 
estate  so  long  as  she  remains  nnmarried. 

(a  3.)  Or  the  commencement  may  be  certain 
hiU  ind^inUef  and  the  end  certain  and  de* 
finite, 

Ti^os,  an  annuity  for  seventy  years  may  be 
granted  to  B  and  his  heirs,  to  commence  on  the 
death  of  A. 

(a  4.)  Or  the  commencement  may  he  uncertain 
and  indefinite^  and  the  termination  certain 
and  definite. 

Thus,  an  estate  or  an  annuity  for  a  term  of 
*    jears  may  be  settled  on  B  contingent  on  A  marry- 
ing or  having  a  son,  &c. 

(a  5.)  Or  the  commencement  may  be  uncertain 
and  indefinite^  and  the  termination  certain 
but  indefinite. 

Thus,  a  grant  may  be  made  to  thirty  different 
living  people  in  8uecessi<»i,  separately,  for  their 
lives; 

Or  a  survivorship  annuity  may  be  effected  by  a 
husband  in  favor  of  his  wife. 

(a  6.)  Or  the  commencement  and  termination 
may  bath  be  uncertain  and  indefinite. 

Thus,  an  estate  may  be  granted  to  A  until 
some  contingency,  such  as  marriage,  bankruptcy, 
birth  of  a  son ;  th^i  to  B  until  some  contingency 
occurs ;  then  to  C,  and  so  on. 

These  are  but  very  simple  examples  of  the  va- 
riety of  forms  which  different  estates  or  interests 
in  property  may  assume.    But  to  one  or  other  of 
them  the  calculation  of  the  value  of  all  estates 
may  be  reduced.   The  entirety  of  course  can  only 
be  equal  to  the  sum  of  each  separate  interest, 
however  numerous  or  complicated  they  may  be. 
And  when  we  farther  consider  that  the  commence- 
ment and  termination  of  each  separate  inter^t 
may  be  made  to  depend  not  only  on  a  single  con- 
tingency, but  on  any  number  of  contingencies,  it 
manifestly  involves  the  whole  theory  of  Probabi- 
lities, one  of  the  most  subtle  of  scientific  subjects. 
Thus,  the  calculation  of  the  value  of  a  single  in- 
terest in  some  given  property  may  call  forth  the 
highest  powers  of  mathematical  skill  and  analysis, 
so  much  so,  indeed,  that  mathematicians  of  the 
highest  eminence  have  frequently  been  at  fault  in 
their  endeavours  on  the  subject.    But  to  one  or 
other  of  these  forms,  the  in&iite  variety  of  ways 
which  human  ci^rice  may  dictate  or  suggest  the 
disposition  of  property,  may  be  reduced ;  and  the 
subject  is  very  far  from  being  exhausted  yet.    The 
tables  of  mortality  from  which  the  probability  or 
expectations  of  life  are  framed,  are  extremely 
imperfect.    Nor  can  we  expect  that  any  results 
will  be  obtained  at  all  commensurate  with  the 
scientific  exactness  which  ia  demanded  at  the  pre- 
sent day,  until  the  experience  of  numerous  offices 
has  been  tabulated  and  recorded  for  a  very  much 
longer  series  of  years  than  has  yet  been  done.    If 
any  one  doubts  the  extreme  imperfection  of  the 
science  of  calculation  of  the  value  of  Annuities, 
let  him  propose,  as  we  have  done,  a  simple  ques- 
tion in  survivorship  annuities,  to  a  number  of  the 
principal  offices,  and  he  will  be  astonished  at  the 
difference  of  the  answers  he  will  receive,  as  much 
perhaps  as  fifty  per  cent.    Nor  are  the  enormous 
bonuses  which  most  of  the  older  offices  add  to  their 
policies,  any  thins  more  than  evidence  of  inaccu- 
rate calculation  of  the  true  premium  necessary  to 
be  ]Mid  to  secure  a  given  amount. 
2>e  wot  upon  Jsmuitiee,  1671. 


An  Estimate  of  the  Degrees  of  Mortality  of 
Mankind^  drawn  from  curious  tables  of  the  births 
and  f  minerals  at  the  City  of  BreslaWj  with  an  at" 
tempt  to  ascertain  the  price  of  Annuities  on  lives. 
By  Mr.  E.  Halley.  Philosophical  Transactions, 
vol.  17,  p.  596.    1698. 

On  Annuities  for  Lives,  By  Abraham  Demoi- 
vre.    1724. 

A  Letter  from  Mr,  Abra^ham  Demoivre  to  WU^ 
liam  Jones,  Esq.,  concerning  the  current  method 
for  cdlculaimg  the  Values  of  Annuities  upon  Lives^ 
from  Tables  of  Observation,  Phil,  l^ans.  vol. 
43,  p.  65.     1744. 

Doctrine  of  Annuities  and  Reversions,  By 
Thomas  Simpson.    1742. 

Essai  sur  la  probability  de  la  durSe  de  la  vie 
humaine,    Deparcieux.    1746. 

A  Letter  to  the  Earl  of  Mansfield,  P,B.S,,  con- 
cerning the  value  of  an  Annuity  for  Life,  and  the 
probability  of  Survivorship,  By  Mr.  James  Dod- 
son.    Phil.  Trans.,  vol.  48,  p.  487. 

A  Letter  concerning  the  term  and  period  of 
Human  Life,  ^c.  By  T.  W.  Phil.  Trans,  vol. 
52,  p.  46. 

Observations  on  the  Expectations  of  Life,  the 
inerectse  of  Mankind,  ^c.  By  Dr.  Price.  PhU. 
Trans.,  vol.  59,  p.  89. 

Short  and  easy  Theorems  for  finding  Anmaties, 
in  aU  cases,  the  differences  between  the  values  pay- 
able yearly,  and  the  same  Annuities  payable  half 
yearly,  quarterly,  or  monthly.  By  Dr.  Price. 
Pha.  Trans.,  vol.  56,  p.  109. 

Observations  on  Reversionary  Payments,  By 
Dr.  Price.    1776. 

Doctrines  of  Annuities  and  Assurances.  By 
William  Morgan.    1779. 

Caleul  des  Rentes  viagSres  sur  une  et  sur  plu- 
sieurs  tUes,    By  Saint  CjTan.    1779. 

Principles  of  the  Doctrine  of  Life  Annuities, 
By  Francis  Maseres,  Cursitor  Baron,  London, 
1783. 

On  the  Method  of  determining  from  the  real 
probabilities  of  life,  the  Values  of  Contingent 
Reversions,  in  whtch  three  lives  are  involved  in  the 
Survivorship.  By  William  Morgan.  Phil.  Trans., 
vol.  84,  p.  223.     1794. 

Doctrine  of  lAfe  Assurances  amd  Annmties, 
Francis  Baily .    ]!x)ndon,  1810. 

A  Treatise  on  the  Valuation  of  Annuities  and 
Assuraiices  of  Lives  and  Survivosrhips ;  on  the 
Construction  of  Tables  of  Mortality;  and  the 
ProbabiUiy  and  the  Expectations  of  Life,  By 
Joshua  Milne.    London,  1815. 

On  the  Principles  and  Doctrine  of  Assurances, 
Annuities  on  Lives,  and  Contingent  Reversions, 
By  William  Morgan.    London,  1821. 

A  Sketch  of  an  Analysis  and  Notation  appli-^ 
cable  to  the  estimation  of  the  value  of  Life  Contin'' 
gendes.  By  Benjamin  Gompertz.  Phil.  Trans., 
vol.  110,  p.  214. 

Coup-deceit  sur  Us  Assurances  sur  la  Vie  des 
Hommes,    By  M.  Juvigny.    Paris,  1825. 

Testes  of  Life  Contingeneies,  By  Davies. 
London,  1826. 

A  Comparative  View  of  the  various  Institutions 
for  the  Assurance  of  Lives,  By  Charles  Babbage. 
London,  1820. 

Lettre  a  M,  Outreqmn,  banquier,  sur  les  assu- 

ranees  qui  ont  pour  base  la  probability  de  la  dur6e 

delavie  humaine.  By  J.  N.  Nicollet.  Paris,  1828. 

Traits  des  assurances  terrestres  et  de  f  assurance 
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9ur  la  vie  des  hommesy  suivi  tfun  appendice  ten- 
fennant  Us  stcUuts  des  principdles  compagnies 
lYanpaisea  (Pcusurance^et  Ua  polices  desprindpales 
campagrUes  Francises  et  Hranghres.  By  MM. 
Grtta  and  Joliat.    Paris,  1828. 

On  the  Calculation  of  AnnuiHeSf  and  on  some 
Questions  on  the  theory  of  Chances^  and  on  the 
comparison  of  various  Tables  ofAnmdties.  Trans- 
actions of  Camb.  Phil.  Society.  By  Lubbock. 
Vol.  3,  Part  1.    1829-30. 

On  the  Evidence  and  Elementary  Facts  on 
which  Tables  of  Life  Annuities  are  calculated. 
By  Mr.  Finlaison.  Ordered  by  the  House  of  Com- 
mons to  be  printed.    1829. 

Life  Tables  founded  upon  the  discovery  of  a 
numerical  Law  regulating  the  existence  of  every 
Human  Being.  lUustratedhy  a  new  theory  of  the 
causes  producing  Health  and  Longevity,  By  T. 
B.  Edmonds.    London,  1832. 

A  series  of  Tables  of  Annuities  and  Assurances 
calculated  from  a  new  rate  of  Mortality  among 
assured  lives.    By  Jenkin  Jones.    London,  1843. 

TradU  gSnerale  des  assurances,  assurances  mari- 
times f  terrestres,  mutuels,et  sur  la  vie.  By  Isodore 
Alauzet.    Paris,  1844. 

Society  for  the  Diffusion  of  Useftd  Knowledge. 
A  Treatise  on  Life  Annuities^  ^c.  By  David 
Jones.    London,  1844. 

Also  Articles  on  Annuities  in  the  yarions  Ency- 
clopsedias.    (Imsubakce.) 

ANQUETIL  DTJPEBBON.  ABRAHAM 
HYACINTHE— One  of  the  most  distinguished 
scholars  of  the  1 8th  century,  was  bom  at  Paris 
7th  December,  1731,  and  educated  there;  he  was 
intended  for  the  church,  but  having  no  taste  for  an 
ecclesiastical  life  he  devoted  himself  to  the  study 
of  oriental  languages,  in  which  he  acquired  an 
extraordinary  proficiency.  So  ardent  was  he  in 
pursuit  of  this,  that  being  unable  to  obtain  a 
passage  in  a  ship  going  to  the  East  Indies,  he 
enlisted  as  a  private  soldier  in  an  expedition  that 
was  fitting  out  at  L*  Orient  for  that  country.  The 
minister  hearing  of  his  extraordinary  love  for  his 
pursuit  ordered  him  a  free  passage.  After  under- 
going extraordinary  difficulties,  he  made  his  way 
to  Surat,  where  he  foimd  the  remnants  of  the  Par- 
sees,  whose  language  and  religion  were  the  prin- 
cipal objects  of  his  search.  Me  came  home  in  an 
English  ship,  and  reached  Paris  4th  May,  1762, with 
180  MSS.  almost  entirely  Zend,  and  he  presented 
18  to  the  Royal  library,  containing  all  the  extant 
works  of  Zoroaster.  In  1763  he  was  elected  a 
member  of  the  Academy  of  Belles  Lettres.  In 
1771  he  published,  in  3  vols,  quarto,  his  translation 
of  the  Zendavesta,  for  the  manuscript  of  which  he 
had  refused  £30,000  in  England.  He  died  17th 
January,  1 805.  This  distinguished  man  published 
many  other  works,  amongst  which  those  relating 
to  economical  subjects  are — 

De  la  dignity  du  commerce  et  de  Veiat  du  com- 
mer^nt.    Paris,  1789. 

L'Inde  en  rapport  avec  VEurope,  Hamburgh, 
1798. 

ANSELL,  CHARLES,  F.R.S. 
A  Treatise  on  Friendly  Societies.    London,  1835. 

ANTHOINE,  ANTOINE  IONACE,-Baron 
de  St.  Joseph,  was  bom  at  Embrun,  21st  Sep- 
tember, 1749.    He  very  early  manifested  a  strong 


ARBTITHNOT,  JOHN,  M.D.,  F.R.S.,--Born 
in  1675,  at  Arbuthnot,  near  Montrose.  He  was 
educated  at  Aberdeen.  He  was  one  of  the  most 
celebrated  wits  and  physicians  in  the  reign  of 
Queen  Anne.  His  father,  an  episcopal  clerg>'- 
man,  lost  his  preferment  at  the  Revolution,  and 
young  Arbuthnot  came  to  England,  and  settled  at 
Doncaster  for  some  time.  Meetinfi^  with  no  em- 
ployment there,  he  came  to  London,  where  his 
manners,  learning,  and  wit  soon  acquired  him  the 


ARBUTHNOT, 

bent  for  commercial  affairs.  He  entered  a  mer-  i 
cantile  house  at  Marseilles,  and  he  was  soon  sent 
to  superintend  a  branch  of  the  establishment  at 
Constantinople,  which  he  conducted  with  great 
success.  HIb  Memoirs  on  Commerce  were  highly 
esteemed  at  the  French  court,  and  he  was  sent  to 
examine  Russia  and  Poland,  with  a  view  to 
extend  French  commerce  in  those  countries.  He 
was  very  favourably  received  by  Catherine  n.  and 
Stanislaus,  Ring  of  Poland.  Catherine  authoris- 
ed him  to  found  the  conmiercial  port  of  Cherson. 
In  1 786  Louis  XVI.  ennobled  him  in  very  flatter- 
ing terms.  He  then  finally  settled  at  Marseilles, 
and  became  one  of  the  principal  persons  in  the 
place,  and  did  much  good  during  the  famine  in 
1790.  Kotwithstandmg  this  he  was  exiled  in 
1793,  and  went  to  reside  at  Genoa,  but  returned 
as  soon  as  the  revolutionary  violence  was  over. 
He  was  elected  a  member  of  the  Council  General 
of  Commerce,  of  the  Corps  Legislatif,  and  then  of 
the  Conservative  Senate,  and  was  Mayor  of  Mar- 
seilles in  1805,  where  he  effected  great  improve- 
ments and  embellishments  of  all  sorts.  He  died 
there  22nd  July,  1 826.  In  the  hundred  days  he 
was  a  member  of  the  chamber  of  representatives. 
He  published, 

Essai  historique  sur  le  commerce  et  la  naviga- 
tion de  la  Mer  Noire.    Paris,  1805. 

ANZANO,  THOMAS. 

Reflexumes  economico  politicas  sobre  las  causas 

de  las  alteraciones  de  precios  que  ha  padecido 

Aragon  y  discursos  sobre  las  medios  que  ptteden 

faciUtar  la  restauracion  de  Aragon.    Zaragoza, 

1768. 

Blanqui  commends  this  work. 

APPLBTON,  NATHAN-  „    , .       ^    . 

Remarks  on  Currency  and  Banking^  hamng 
reference  to  the  present  derangement  of  the  circu- 
lating medium  in  the  United  States.   Boston,  1 841 . 

An  excellent  pamphlet. 

ARBITRATION  of  the  Exchanges.    See  Ex- 

CHASGS. 

ARBUTHNOT,  0.— Was  private  secretary  to 
Sb"  Robert  Peel,  and  to  Sir  Charles  Wood. 

Sir  Robert  PeeTs  Act  of  1844,  regulating  the 
issue  of  Bank  Notes  vindicated.    London,  1857. 

This  pamphlet  is  written  in  a  fluent  style,  but 
unfortunately  the  author  has  never  made  himself 
acquainted  with  the  ordinary  mechanism  of 
banking.  At  page  12  he  treats  the  £38,000,000 
of  deposits  in  the  various  London  Joint  Stock 
Banks  at  that  period,  as  bond  fide  cash  deposited 
by  the  public.  This  is  the  touchstone  of  any  man*s 
real  knowledge  of  banking.  The  delusion  is  almost 
universal,  but  it  is  as  profound  a  delusion  as  the 
balance  of  trade.    (Bahk.) 
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friendship  of  the  most  oelebrated  literary  men  of 
the  time,  Pope,  Swift,  Gay,  ParneU,  Harley,  Bo- 
Imgbroke,  and  others.  A  fortnnate  accident 
brought  him  to  the  notice  of  Qneen  Anne,  who 
appointed  him  physician  to  the  conrt.  He  was 
eqnally  distinguished  for  his  scientific  attainments 
as  for  his  incomparable  wit,  and  what  does  not 
always  accompany  snch  a  qusJity,  his  goodness  of 
heart.  He  was  the  author  of  several  political 
satires.  He  died  in  Febmary,  1735.  His 
treatise  on  an  economical  subject  is  his — 

Table  of  OMcient  coins^  weigkU,  and  measures^ 
expiamedamd  exemplified  in  several  diesertations, 
London,  1727.  Second  edition,  with  an  appendix 
by  Dr.  Benjamin  Langwith,  1754. 

A  Tery  valuable  worli,  containing  a  great  deal 
of  information  on  the  prices  of  all  sorts  of  things 
in  ancient  times. 

ABC,  PHILIP  AUOnSTB  da  Ste.  FOIZ,  D' 
— ^Natoral  son  of  a  Count  of  Toulouse,  died  in 
1779,  at  Tulle,  leaving,  among  numerous  other 
worl», — 

HieUnre  du  Commerce  et  de  la  Navigation  des 
Ancient  et  des  Modemes.  Two  vols,  only  printed. 
Paris,  1758. 

La  Noblesse  MiUtedre  opposie  d  la  Noblesse 


Le  Palais  du  Silence^  eonte  philosophique^  avec 
vne  disaeriation  historique  et  critiqne  sur  retublisss' 
ment  dee  colonies  de  la  Orece,  dans  VAsie  Minewe, 
Translated  from  the  Greek  of  Cadmus  of  Miletus. 
Amsterdam,  (Paris,)  1744. 

ABOBREy  LOUIS  ETIENNE,— Bom  at 
Marseilles,  in  1698.  A  priest  of  the  Oratory.  In 
1743  he  became  perpetual  secretary  of  the  Koyal 
Society  of  Agriculture  of  Rochelle,  and  Superior 
of  his  order.  Having,  in  conjunction  with  a  friend 
who  died  in  the  course  of  the  work,  published  a 
History  of  BocheUe,  he  obtained  a  pension,  and 
was  appointed  a  correspondent  of  the  Academy  of 
Inscriptions  and  Belles  Lettres.  He  died  7th 
February,  1782.    He  also  published — 

VEtai  de  V  Agriculture  des  Romains  depuis  le 
commencement  de  la  RepuhUque  jusqu^au  siecle  de 
J.  Cesar.    Paris,  1777. 

Mhnaire  sur  la  nScessitS  de  diminuer  Is  nombre 
des  Fetes.     1763. 

ABCO,  OIAMBATTISTA  GHEBABDO,  V 
—  Bom  at  Arco,  in  the  Tyrol,  in  1739.  He 
Btudied  at  Mantua,  Parma,  where  he  became 
acquainted  with  Condillac,  and  at  Yerona.  Re- 
turning to  Mantua  he  became  a  member  of  the 
Academy  of  Sciences,  founded  by  Maria  Theresa. 
The  Academy  having  proposed  as  a  prize  subject 
in  1771,  **The  equSibrium  which  ought  to  be 
established  between  the  industry  of  the  town  and 
the  country  with  regard  to  their  respective  inte- 
rests and  wants,*'  Ajco  wrote  a  dissertation  **  On 
the  Politico-Economical  harmony  between  a  City 
and  its  territory,**  which  gained  the  prize,  and 
much  public  reputation.  He  published  many 
other  works  on  Political  Economy,  in  which  he 
unreservedly  adopted  free  trade  opinions.  Jo- 
seph U  appointed  him  governor  of  the  Duchy  of 
Mantua,  idiere  he  greatly  distinguished  himself 
by  his  good  administration.  He  founded  a  school 
of  Agriculture  for  orphans,  and  expended  great 
sums  in  charity  to  the  distressed  workmen,  in  tiie 
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severe  winter  of  1782.  He  died  in  1791,  having 
resigned  his  office  some  years  previously.  His 
dissertations  on  Political  Economy  are — 

DelT  Armonia  Politico- Economica  trd  la  cittd 
e  U  sua  territorio. — Del  diritto  ai  transiti. — DelC 
influenza  del  commercio  sopra  t  talenti  e  sui  costu,'^ 
mi. — DeW  influenza  delh  spirito  di  commercio  suW 
economia  interna  dei  popoliy  e  suUa  jprosperitd 
degli  Stati. — Delt  Annona, — DelT  in/iuenza  del 
Ghetto  nello  Stato. 

ABOELATIy  FILIPPO.-One  of  the  most 
eminent  literary  men  of  his  time,  was  born  at 
Bologna,  in  1685,  a  member  of  one  of  the  most 
ancient  families  of  the  city.  After  studying  there, 
he  went  to  Florence,  and  became  acquainted  witli 
the  most  remarkable  persons  there,  especially  the 
celebrated  Magliabecchi.  He  devoted  much  time 
and  labor  to  promote  the  publication  of  the  works 
of  literary  and  scientific  men,  amongst  othe^^ 
Ulysses  Aldovrandi,  the  naturalist.  The  princi- 
pal one,  however,  which  he  was  the  means  of 
presenting  to  the  world,  was  Muratori*s  Rerum 
Italicarum  Scriptores,  Hearing  that  Muratori 
found  it  impossible  to  bring  his  great  work  out, 
because  there  was  no  press  in  Italy  which  could 
execute  it,  Argelati  found  that  Milan  was  the  only 
place  where  it  could  be  effected.  Having  gone 
there,  he  formed  an  association  of  MUanese  gen* 
tlemen,  who  each  subscribed  a  considerable  sum, 
and  by  this  means  a  suitable  printing-office  was 
established,  where  many  other  magnificent  works 
where  published  besides  Muratori.  Argelati  died 
5th  January,  1755.  His  own  writings  on  Eco- 
nomics are — 

De  monetis  Itedim  variorum  dissertationes  col" 
lectte,  recensita^  et  auctte.    Milan,  1750. 

Nummorum  series  tarn  auri  quam  argenti  et  certs 
qui  in  officind  monetarid  Mediolanensi  cusi  Juere, 
ab  anno  1348  ad  1750. 

ABISTOPHANBSy^Bom  about  456  B.C., 
died  about  380  B.C.  We  may  quote  a  remarka- 
ble passage  from  the  Frogs^  which  contains  the 
earliest  notice,  that  we  are  aware  of,  of  an  econo- 
mical phenomenon  of  fundamental  importance, — 
That  good  and  had  coin  cannot  circulate  together^ 
but  the  bad  coin  will  drive  out  the  good.  During 
the  extreme  distress  caused  by  the  Peloponnesian 
war,  Athens  had,  for  the  first  time,  issued  a  de- 
based gold  coinage,  the  consequence  was  that  the 
good  money  immediately  disappeared  from  circu- 
lation. Aristophanes,  Frogs^  665,  says,  '*The 
State  has  very  often  appeared  to  us  to  be  placed 
in  the  same  position  towards  the  good  and  noble 
citizens,  as  it  is  with  regard  to  the  old  currency 
and  the  new  gold.  For  we  make  no  use  at  all, 
either  at  home  or  abroad,  of  those  which  are  not 
adulterated,  but  the  most  beautiful  of  all  money, 
as  it  would  seem,  which  are  alone  well  coined  and 
ring  properly,  but  of  this  base  copper,  strock 
only  yesterday,  and  recently,  of  a  most  villainous 
stamp.  And  such  of  the  citizens  as  we  know  to 
be  well  born  and  prudent,  and  honorable  gentle- 
men, and  educated  in  the  paliestra,  and  chorus,  and 
liberal  knowledge,  we  insult.  But  the  impudent 
and  foreigners,  and  the  base  bom,  and  the  rascals, 
and  the  sons  of  rascals,  and  those  most  recently 
come,  we  employ.** 

This  phenomenon,  which  has  been  observed  in 
countless  instances  in  all  ages  and  countries,  was 
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long  the  puzzle  of  statesmen  and  financiers.  Sir 
Thomas  Gresham  was  the  earliest  person,  that 
we  are  aware  of,  who  discovered  the  connection 
between  the  fact  of  the  circulation  of  bad  money 
and  the  disappearance  of  the  good.  We  have 
therefore  called  it  Gresham's  Law  of  the  Cur- 
rency. (Gresham.)  It  is  one  of  the  fundamental 
laws  of  Political  Economy. 

AEI8T0TLB,— Whom,  if  we  are  to  judge  by 
the  unexampled  influence  he  has  maintained  over 
the  opinions  of  mankind,  we  must  pronounce  the 
most  distinguished  person  that  ever  lived,  was  the 
founder  of  the  Science  of  Political  Economy.    He 
was  bom  B.C.  384,  in  Chalcidice,  at  Stagirus,  on 
the  Strymonic  Gulf,  on  the  margin  of  the  ^gean 
Sea,  illustrious  as  the  cradle  of  all  European  litera- 
ture.   His  father  Nicomachus,  one  of  the  ^scla- 
piadsB,  hereditary  professors  of  medicine,  was  the 
physician  and  friend  of  Amyntas,  king  of  Macedon. 
He  was  also  distinguished  as  a  voluminous  writer 
on  Medicine,  Physiology,  and  Natural  History, 
and  these  studies  exercised  much  influence  over 
the  mind  of  his  son.    Nicomachus  died  while  his 
son  was  a  minor,  and  left  him  under  the  guardian- 
ship of  Proxenus  of  Atameus,  who  discharged  his 
office  with  greater  fidelity  than  such  persons  gene- 
rally do,  and  Aristotle  always  regarded  him  with 
the  wannest  affection  to  the  end  of  his  life.    At 
seventeen  he  came  to  Athens,  the  centre  of  the 
civilized  world,  when  Plato  was  at  the  height  of 
his  reputation.    That  great  teacher  had  just  left 
on  his  journey  to  Sicily,  where  he  staid  three 
years,  and  Aristotle  devoted  himself  to  study, 
during  that  period,  to  qualify  himself  to  attend 
his  lectures  with  due  profit  on  his  return.    Aris- 
totle remained  at  Athens  for  a  period  of  twenty 
years,  and  amassed  during  that  time  those  unex- 
ampled stores  of  knowledge  which  have  rendered 
his  name  immortal.   He  was  by  far  the  most  dis- 
tinguished pupil  of  Plato,  who  called  him  "  the 
soul  of  his  school.'*    During  the  last  ten  years  he 
himself  gave  lectures  on  Rhetoric  and  Politics, 
and  gathered  round  him  a  circle  of  scholars. 

At  the  period  of  Plato's  death,  Philip  of  Mace- 
don had  commenced  that  career  of  encroachment 
which  aroused  all  that  was  patriotic  at  Athens 
to  resist  him.  He  captured  many  of  the  Greek 
cities  in  Chalcidice,  amongst  others  Stagirus,  which 
was  destroyed,  and  the  inhabitants  sold  as  slaves. 
Aristotle,  as  a  person  who  enjoyed  his  confidence 
and  friendship,  was  sent  on  an  embassy  to  him 
which  had  not  much  success.  Himself  a  foreigner, 
and  the  fi*iend  of  the  Macedonian  King,  Aristotle 
probably  found  himself  an  object  of  suspicion  and 
jealousy  to  the  Athenians,  and  found  it  conve- 
nient to  retire  for  a  while  from  that  city.  He 
went  to  reside  at  the  Court  of  Hermias,  tyrant  of 
Atameus  in  Mysia,  who  had  been  one  of  his 
scholars  at  Athens.  The  predecessor  of  Hermias 
had  taken  the  opportunity  of  throwing  off  the  yoke 
of  Persia,  when  that  power  was  engaged  with  an 
insurrection  in  Egypt.  As  soon  as  the  Great 
King  had  suppressed  that  revolt,  he  sent  to  chas- 
tise the  rebellious  cities  in  Asia  Minor.  Hermias 
was  defeated,  and  Atameus  captured.  Aristotle 
succeeded  in  escaping  to  Mitylene,  along  with 
Pythias,  the  sister  of  Hermias,  whom  he  married. 
After  being  there  two  years  he  received  an  invi- 
tation from  Philip  of  Macedon,  to  superintend  the 
education  of  his  son  Alexander,  who  was  then  thir- 


teen years  of  age.  This  invitation  he  accepted 
B.  G.  342,  and  he  staid  in  Macedonia  seven  years, 
four  of  which  were  occupied  in  the  education  of  his 
pupil.  He  had  a  pleasing  opportunity  of  showing 
his  love  for  his  birthplace,  for  Plutarch  says  that 
he  demanded,  as  the  price  of  his  instructions,  the 
rebuilding  of  Stagirus.  This  request  was  com- 
plied with.  The  citizens  who  were  in  exile  were 
recalled,  and  those  in  captivity  were  redeemed. 
Philip  prepared  a  grove  for  the  studies  and  litera- 
ry conversations  of  the  philosopher,  and  in  Plu- 
tarch's time,  the  stone  seats  and  shady  walks  fre- 
quented by  him  were  still  shewn,  and  the  grateful 
citizens  instituted  a  festival  in  his  memory. 

When  Alexander  set  out  on  his  eastern  expe- 
dition, Aristotle  did  not  accompany  him,  but  sent 
with  him  his  nephew  Callisthenes,  an  honest,  but 
rough  and  impmdent  man,  who  did  not  know  bow 
to  accommodate  himself  to  the  position  he  was 
placed  in.  Aristotle  himself  returned  to  Athens, 
after  an  absence  of  twelve  years.  The  successors 
of  Plato  held  the  Academy,  so  Aristotle  opened 
his  school  at  the  Lycaeum,  near  the  temple  and 
grove  of  Apollo  Lyceus.  He  was  of  feeble  health, 
so  he  delivered  his  lectures  walking  up  and  down 
the  shady  paths  {wtpiiraToi),  whence  his  followers 
were  called  Peripatetics,  Here  he  remained  thir- 
teen years,  and  during  that  tune  the  greater  part 
of  his  works  were  composed.  During  this  time, 
we  may  believe  that  he  attained  the  summit  of 
human  felicity,  if  ever  any  man  did.  The  Mace- 
donian party  was  uppermost  at  Athens,  and  the 
philosopher,  with  stainless  name,  attended  by 
crowds  of  admiring  disciples,  enjoyed  everything 
that  wealth  or  fame  could  give.  Alexander  id 
said  to  have  given  him  800  talents,  or  £200,000, 
and  put  several  thousands  of  men  at  his  command 
in  all  quarters  of  his  empire,  t6  procure  materials 
for  his  Natural  History,  which  was  written  at  his 
request.  For  these  thirteen  years  Aristotle  reigned 
without  a  rival.  But  during  the  latter  part  of  it, 
the  friendship  between  him  and  his  pupil  sustained 
some  diminution,  in  consequence  of  the  impru- 
dence of  Callisthenes,  who  could  never  tame  down 
his  rough  honesty  to  the  level  of  the  servile 
adorers  of  the  conqueror,  and  at  last  provoked 
his  own  destmction. 

When  the  astounding  news  of  the  death  of 
Alexander  was  spread  through  Greece,  the  popu  • 
lar  party  made  a  last  vain  effort  for  Pan- Hellenic 
independence.  Inspired  by  the  burning  eloquence 
of  Demosthenes,  Greece  fought  its  last  fight  for 
liberty,  and,  under  the  command  of  Leosthenes, 
a  transient  gleam  of  success  crowned  their  ai*ms. 
The  anti-Macedonian  party  prevailed  for  a  short 
time,  and  evil  days  fell  upon  the  Philosopher. 
The  leaders  of  the  fallen  party  were,  as  usual,  pro- 
scribed. The  inmiaculate  character  of  Aristotle 
gave  no  hold  for  the  calumnies  of  politicians,  but 
some  flagitious  wretches  instituted  a  prosecution 
against  him  for  blasphemy,  for  having,  as  they 
said,  paid  more  than  mortal  honors  to  the  memory 
of  Hermias  and  Pjrthias.  The  Philosopher,  then 
in  the  decline  of  life,  and  broken  in  health,  saying  to 
his  friends,  ^^Let  us  leave  Athens,  and  not  give  the 
Athenians  a  second  opportunity  to  conmiit  sacrOege 
against  philosophy,"  abandoned  the  scene  of  his 
glory,  and  removed  with  his  property  to  Chalcis, 
in  Eubosa,  where  some  of  his  relatives  Uved,  and  his 
political  friends  were  in  power.  Safe  firom  the 
malignity  of  his  enemies,  idl  they  could  do  was  to 


ARISTOTLE. 


ARISTOTLE. 


19 


•wreak  their  Tengetnoe  on  him,  by  the  harmless 
insult  of  repealing  a  farmer  vote  of  the  people  in 
his  honour,  and  condemning  him  to  death  in  his 
•beence.  Bnt  a  more  powerfol  enemy  than  the 
Athenians  had  him  in  his  grasp.  A  long-standing 
disease  of  the  intestines  carried  him  off  in  his 
sixty-second  year,  in  Angast,  b.c.  322,  and  two 
months  later,  the  last  scene  of  free  Greece  being 
played  ont,  his  immortal  opponent  Demosthenes, 
was  added  another  illnstrions  yictim  to  the  Mar- 
tjrology  of  faction.  Thus,  in  the  space  of  little 
more  than  twelve  months,  three  of  the  most  tran- 
Bceodant  intellects  the  world  ever  saw,  were 
extingmshed. 

This  eminent  philosopher,  who  combined  within 
himself,  digested,  and  systematized  all  the  learning 
tnd  science  of  his  time,  was  the  tme  founder  of 
Social^Philosophy.  His  entire  works  are  said 
by  Diogenes  Laertins  to  have  exceeded  450,000 
lilies,  bat  the  only  ones,  of  coarse,  we  can  notice,  are 
those  which  relate  to  oar  present  subject.  And  it 
is  gready  to  be  lamented,  that  they  have  come 
down  to  OS  in  an  incomplete  and  fragmentary  form, 
if  indeed  they  are  anything  more  than  abstracts 
of  his  lectores.  The  PolUics  is  incomplete,  and 
critics  onanimoosly  pronounce  the  second  book  of 
Ectmomiesy  which  is  printed  with  his  works,  to  be 
spurious,  and  many  attribute  the  first  book  to 
Theophrastns.  And  it  is  even  said  that  the  ori- 
ginal text  of  the  three  last  chapters  of  the  first 
book,  and  all  the  second,  is  lost,  and  were  trans- 
lated into  Greek  by  Aretinus,  from  a  Latin  ver- 
sion. Diogenes  Laertins  only  mentions  one  book 
of  Economics^  but  others  mention  two.  No  one 
has  mentioned  any  one  else  to  whom  they  ought 
to  be  assigned.  And  we  may  perhaps  fairly  con- 
sider them  to  be  either  by  some  scholar  of  Aris- 
totle who  took  notes  of  his  master*s  lectures,  or 
they  may  be  a  sketch,  or  common  place  book  of 
Aristotle's  own,  containing  examples  which  he 
collected  for  his  use  when  he  should  complete  his 
treatise  at  some  future  period.  The  draught  of 
the  Politics  was  not  finished  at  his  death,  and  the 
second  book  of- the  Economics,  after  the  first  chap- 
ter, is  merely  an  unconnected  collection  of  in- 
stances in  which  a  variety  of  persons,  and  states 
of  ail  sorts,  tyrannical,  constitutional,  and  republi- 
can, provided  themselves  with  money  on  certain 
occastons.  Very  similar  cases  are  brought  for- 
ward in  the  Politics^  I.  c.  xi.  So  that  it  appears 
qnite  possible  that  they  might  have  been  materials 
which  Aristotle  collected,  to  be  used  in  his  regular 
treatise,  as  might  seem  advisable.  Be  that  as  it 
may,  however,  the  work  is  interesting  as  it  is  the 
first  that  contains  the  name  of  Political  Economy, 
and  in  his  Treatises  on  Social  Philosophy  are 
contained  the  foimdatlons  of  all  modem  systems  of 
Political  Economy,  both  those  which  take  the 
widest,  and  those  which  take  the  narrowest  view 
of  the  objects  and  limits  of  the  science. 

We  sludl  endeavour  to  trace  briefly  a  general 
ontline  of  his  ideas  on  the  subject  of  Politics, 
Economics,  and  Political  Economy,  though  it  is 
not  always  easy  to  follow  him,  because  he  is  not 
always  uniform  and  consistent  with  himself  in  the 
lue  of  these  terms,  and  they  are  often  so  mixed 
up  together,  as  not  to  be  easy  to  render  a  clear 
definition  which  shall  always  be  accurate.  The 
following  will,  we  hope,  be  found  sufficiently 
correct 

Aristotle  considers  social  philosophy  or  political 


science,  in  its  most  general  sense,  to  be  the  '*  chief 
and  most  excellent  of  all,*'  C^oL  I.,  1,J  and  to  be 
*^the  chief,  and  especially  the  master  science," 
(Nichomach,  Ethics^  I.,  2,)  and  in  its  most 
comprehensive  sense  to  include  three  divisions: 
Ethics^  which  treat  of  the  regulation  of  the 
individual  man;  Economics^  which  treat  of  the 
regulation  and  management  of  funilies;  and  Poli' 
ticSf  which  treat  of  the  regulation  of  the  society  of 
faoiilies,  or  the  state.  The  word  politics,  then, 
he  uses  sometimes  in  the  extensive  sense  of  in- 
cluding the  other  two,  and  sometimes  in  the  nar- 
rower one  of  excluding  them. 

Again,  the  word  Economy^  in  its  original  and 
most  comprehensive  sense,  includes  everything 
which  relates  to  the  regidation  and  good  of  the 
family  or  household.  And  this  clearly  includes 
two  separate  branches,  1st,  the  ruling  or  governing 
the  household,  and  2nd,  providing  for  its  mainte- 
nance. But  the  acquisition  of  subsistence  is 
manifestly  the  first  requisite  towards  ruling  it. 
"  Some,  therefore,"  he  says,  "  identify  the  acqui- 
sition of  subsistence  with  economy,  while  others 
consider  it  as  the  chief  part  of  it,  I  mean  the 
acquisition  of  wealth."  f  Po/.  I.,  S,J 

He  then  says  that  the  household  consists  of 
freemen  and  slaves,  and  having  discussed  the 
different  methods  of  ruling  a  household  he  treats 
of  slaves,  and  as  slaves  are  a  portion  of  property, 
he  then  inquires  into  the  nature  of  property  in 
general,  f  PoZ.  I.,  S.J  And  again,  he  says,  '*  some 
may  question  whether  the  acquisition  of  wealth  is 
the  same  thing  as  economics,  or  whether  it  is  part 
of  it,  or  something  subservient  to  it,  and  if  so,  in 
what  manner."  "It  is  evident,  however,"  he 
says  "  that  economics  is  not  the  same  as  the  art 
of  getting  wealth ;  for  it  is  the  business  of  the 
latter  to  acquire  it,  and  of  the  former  to  use  it. 
For  what  art  is  there  to  use  what  is  in  the  house, 
besides  economics?  Bnt  yet  it  is  doubtful  whether 
the  getting  of  wealth  is  part  of  economics,  or 
another  kind  of  thing."  In  Chapter  10  he  still 
further  goes  on,  and  says,  "  it  is  clear  whether 
getting  wealth  is  part  of  economics  or  politics,  for 
as  pofitics  does  not  make  men,,  but  takes  them 
from  nature,  and  uses  them  as  she  finds  them,  so 
ought  nature,  whether  it  be  the  earth,  or  the  sea,  or 
anything  else,  to  supply  them  with  provisions, 
and  it  is  the  business  of  the  master  of  the  house 
(economist)  to  manage  them  properly ;  for  it  is  not 
the  weaver*s  business  to  make  the  wool,  but  to 
use  it,  and  to  distinguish  what  is  good  and  useful 
from  is  what  is  bad  and  useless." 

From  this  principal  idea  of  economics  being 
chiefly  concerned  in  obtaining  wealth,  a  new 
arrangement  of  the  subject  uufolds  Itself,  which  he 
has  adopted  in  his  systematic  treatises.  Instead 
of  the  original  order  of  ethics,  economics,  politics, 
or  the  regulation  of  man  regarding  himself,  his 
household,  and  the  State,  we  have  it  thus, — 
Ethics,  as  before,  the  relation  of  man  towards 
himself;  Politics,  the  relation  of  man  towards 
others  in  a  social  capacity,  both  private  and  public, 
the  family,  and  the  State ;  and  Economics,,  the 
relation  of  man  in  both  capacities  towards  pro- 
perty. 

This,  then,  appears  to  be  the  broad  general 
ontline  upon  which  these  three  treatises  are  con- 
structed. Yet,  in  treating  of  them  at  length, 
parts  of  each  of  them  will  be  found  incidentally 
necessary  to  the  consideration  of  each  of  the 
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others,  so  that  each  of  them  will  be  found  to  be  so 
intertwined  and  interlaced  with  the  others,  that 
they  must  aU  be  studied  together.  Thus,  in  the 
Ethics,  in  the  discussion  of  what  happiness  con- 
sists in,  the  question  naturally  arises  whether 
wealth  conduces  to  happiness.  This  leads  to  the 
consideration  of  the  nature  of  money  and  its  uses. 
So,  in  the  discussion  of  Liberality  (iv.  1,  2),  the 
nature  of  property  or  wealth  is  discussed.  And 
in  treating  of  Justice  (v.  5),  he  is  led  to  the  con- 
sideration of  the  equality  of  seryices  rendered 
between  man  and  man,  and  this  involves  the  whole 
theory  of  Value.  He  says  that  civil  society  is 
held  together  by  mutuid  exchanges,  and  this  leads 
him  to  show  that  there  must  be  some  common 
measure  of  value,  which  is  Monbt.  In  the  fur- 
ther development  of  the  question  he  discusses 
many  things  which  more  appropriately  belong  to 
politics. 

Again,  in  the  Politics,  where  he  considers  man 
in  hk  social  relations,  he  starts  the  question  what 
his  duties  and  offices  are  in  his  character  of  the 
head  of  a  household,  and  this,  as  we  have  seen, 
leads  him  to  discuss  the  true  meaning  of  the  words 
JEconomy  and  Economics^  then  to  consider  the  art 
of  getting  wealth  (vpiy/iartoTtic^),  and  then  whe- 
ther a  community  or  property  is  good  or  bad  for 
a  State.  And  in  this  treatise  he  considers  man  in 
relation  to  his  wife  and  slaves,  chiefly  as  persons, 
though  the  latter  partly  as  property. 

Lastly,  in  the  Economics,  which  is  expressly 
on  the  relation  of  men,  both  in  their  private 
capacity  of  individuals,  and  their  public  capacity 
as  the  State,  towards  property,  he  considers  man 
in  relation  to  his  wife,  as  having  rule  over  her, 
and  to  his  slaves  as  absolute  property.  The  pro- 
vince of  Economics,  he  says,  is  both  to  found  a 
family  and  to  enjoy  it,  and  the  parts  of  a  house- 
hold are  a  man  and  his  possessions.  In  Chap. 
6  he  says  that  there  are  four  qualities  which 
the  master  of  a  household  (oIkovouoq)  ought  to 
possess  regarding  wealth.  Thus,  the  word  Eco- 
nomy gradually  slides  almost  exclusively  into 
the  meaning  of  wealth,  and  in  the  second  book, 
if  it  be  by  him,  he  says  that  there  are  four 
kinds  of  economy  or  modes  in  which  different 
bodies  acquire  wealth.  The  regal,  the  satra- 
pical,  the  Political,  and  the  domestic.  The 
first  two  relate  to  the  manner  in  which  a  mo- 
narchical or  despotical  government  obtains  its 
revenue,  the  third  how  a  free  state  {v6\tQ)  raises 
a  revenue,  and  the  last,  how  a  private  man  makes 
an  income.  Hence,  we  see  that  the  expression  Po- 
litical Economy  in  this  treatise,  in  which  it  is 
first  used,  denotes  the  method  in  which  a  free 
State  raises  a  revenue.  And  the  sense  attributed 
to  Economy  in  this  book  exactly  agrees  with  that 
adopted  by  Adam  Smith  in  the  introduction  to 
B.  IV.  of  the  Wealth  of  Nations.  «  Political  Eco- 
nomy, as  a  branch  of  the  science  of  a  statesman 
or  legislator,  proposes  two  distinct  objects,  first  to 
provide  a  plentiful  revenue  or  subsistence  for 
the  people,  or,  more  properly,  to  enable  them 
to  provide  each  a  revenue  or  subsistence  for 
themselves,  and  secondly  to  supply  the  State  or 
Commonwealth  with  a  revenue  sufficient  for  the 
public  services."  Thus  Adam  Smith  combined 
the  four  sorts  of  Economy,  and  gave  them  the 
general  name  of  Political  Economy. 

We  have  seen  (Pbbliminabt  Uiscoubsb)  that 


the  earliest  modem  author  who  uses  the  term 
Political  Economy,  Montchretien,  employs  it 
much  in  the  same  sense.  But  the  founders  of  the 
modern  science  of  Political  Economy  used  it  in  a 
very  much  wider  sense,  to  denote  the  social  rela- 
tions of  men  to  the  State,  to  each  other,  and  to 
property,  or,  in  other  word8,they  joined  the  politics 
and  economics  of  Aristotle  into  one  subject,  and 
considered  it  as  one  great  science,  which  they 
called  Political  Ecovomt. 

The  preceding  section  will,  we  trust,  be  found 
to  give  a  sufficiently  accurate  notion  of  the  ideas 
of  Aristotle  on  the  subject.  The  great  difficulty 
consists  in  pursuing  the  changes  of  meaning  that 
words  graduaUy  assume,  and  the  subtle  and  some- 
times overfine  distinctions  raised,  which  are  sub- 
sequently overlooked  and  abandoned.  The  most 
ardent  admirer  of  Aristotle  must  admit  that  he 
does  not  always  maintain  that  rigorous  accuracy 
and  consistency  in  the  use  of  terms,  which  is 
indispensably  necessary  in  science.  The  different 
shades  of  meaning,  too,  attributed  to  the  different 
words  relating  to  wealth,  are  also  a  source  of  some 
perplexity,  and  require  much  attention.  Thus, 
XP^/iara  sometimes  means  utilities,  or  wealth  in 
general,  and  sometimes  money  in  partlcidar.  It 
may  be  useful  to  endeavour  to  exhibit  the  difiierent 
shades  of  meaning  of  the  different  words. 

OlKovofxfa,  oiKovouucfi. — The  art  of  mana^ng 
a  household,  which  is  divided  into  two  branches, 
first  the  art  of  ruling  it,  and  secondly  the  art  of 
providing  subsistence  for  it ;  hence  the  art  of  using 
wealth  already  acquired,  and  lastly  the  art  <? 
acquiring  wealth  or  subsistence. 

Kr^/io, — Anything  that  may  be  possessed — pos- 
sessions in  general — ^wealth.  Krfijia  is  very  rarely 
if  ever  applied  to  money^  and  it  is  sometimes  used 
in  opposition  to  'xpfj^atas  in  Plato  De  Legg-j  Kriffxa 
Kol  XP^f'^f  property  in  kind,  and  in  money, 

Kn^tic^  comprehends  the  art  of  using  acquisi- 
tions, and  also  the  art  of  acquiring  wealth  or 
utilities,  and  this  art  is  divided  into  three  branches, 
1,  the  natural  i,e.  the  increase  of  the  products  of  the 
soil  and  animals ;  2,  from  commerce ;  3,  an  inter- 
mediate species,  from  forests  and  mines.  And  the 
second  or  commercial  branch  is  subdivided  into 
three  varieties,  from  trading,  from  usury,  and  from 
the  wages  of  labor. 

XpfffjLa — ^Anything  that  may  be  u8ed,or  that  pos- 
sesses utility,  hence  wealth  in  general,  or  things 
whose  value  is  measure  by  money ;  hence,  often 
money  in  particular,  as  the  object  with  which  the 
idea  of  wealth  is  most  popularly  associated. 

XfnifjLarifrriKri' — ^llie  art  of  acquiring  wealth 
or  utilities  in  general,  and  money  getting. 

UXovTOQ. — ^Abundance,  riches,  wealth,  connect- 
ed with  TToXucj  wXeov. 

VSfiiafia, — ^Corned  money,  from  ySfwc — ^that 
whicn  is  appointed  by  law  as  the  equivalent  for 
commodities  and  services  in  general. 

We  shall  now  give  such  extracts  from  these 
treatises  as  are  sufficient  to  show  Arlstotle*s  ideas 
upon  the  frindamental  conceptions  of  the  modern 
science  of  Political  Economy. 

Nicamachean  Ethics. — ^Book  iv.  Chap.  I. 

And  we  call  wealth,  all  things  whose  value  is 
measured  by  money. 
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Book  IT.  Chap.  3. 
Kbw  the  term  Vai^ub  is  used  in  reflorence  to 

SXTBRHAJL  gOOdS. 

'H  ^  Itiia  Xiytrtu  irpoc  ra  UroQ  hyoBiu 

Book  ▼.    Chap.  5, 

Bat  In  the  community  of  exchanges,  such  an 
idea  of  justice  as  a  proportionate,  and  not  an 
equal  retaliation,  holds  men  together.    For  socie- 
ty holds  together  by  means  of  a  proportionate 
reciprocity  of  services.    For  either  they  seek  to 
return  evil  for  evil,  (for  it  seems  a  species  of 
slavery,  if  they  cannot  revenge  themselves,)  or  to 
return  good  for  good,  for  if  not,  there  is  no  mutual 
exchange,  and  bv  this  mutual  exchange  of  service 
they  hold  together.    Therefore,  too,  they  build 
the  temple  of  the  Graces  in  the  highways,  that 
kindness  may  be  requited,  for  this  is  peculiar  to 
gratitude.    For  it  is  right  to  return  a  service  to 
the  person  who  has  done  us  one,  and  then  to  be 
the  first  to  do  the  next  one.    And  diagonal  con- 
junction produces  a  proportionate  return.    Thus 
let  a  builder  be  A,  a  shoemaker  B,  a  house  C,  and 
a  shoe  D.     The  builder  then  should  receive  from 
the  shoemaker  some  of  his  work,  and  give  him 
some  of  his  own  in  return.    Then  if  there  be 
proportionate  equality  at  first,  and  then  an  ex- 
change takes  place,  there  will  be  what  we  have 
said.     If  not,  there  is  no  equality,  and  such 
dealings  cannot  go  on.    For  there  is  nothing  to 
prevent  the  work  of  the  one  bfiing  better  than 
that  of  the  other.    But  these  must  be  equalized. 
And  this  is  true  in  the  case  of  other  arts  also. 
For  they  would  come  to  an  end,  unless  the  things 
vhich  each  reciprocally  gives  and  receives,  were 
equal  in  quality  and  quantity.    For  there  is  no 
commercial  dealing  between  two  physicians,  but 
between  a  physician  and  a  farmer,  and  generally 
between  persons  of  different  and  dissimilar  occu- 
pations.   But  nevertheless  these  must  be  equal- 
ized.    Wherefore  there  must  be  some  way  of 
measuring  all  things,  which  can  be  exchanged, 
and  from  this  necessity  came  the  use  of  money. 
And,  it  is,  in  a  sense,  a  medium,  for  it  measures 
all  things,  both  their  excess  and  their  defect; 
how  many  shoes  for  instance  are  equal  to  a  house 
or  food.   As  the  builder  then  is  to  the  shoemaker, 
80  must  the  shoes  be  to  the  house,  or  to  food. 
For  if  it  be  not  so,  there  can  be  no  exchange,  or 
common  dealing.    And  this  cannot  take  place 
nnless  the  things  are  in  some  way  equal.    It  is 
therefore  necessary,  as  was  said  before,  that  all 
things  should  be  measured  by  some  one  thing. 

And  this  thing,  in  truth,  is  the  necessity  or  the 
niMAKD,  which  holds  together  all  commercial 
dealing.  For  if  men  wanted  nothing,  or  not  to 
the  same  degree,  there  would  be  no  exchange,  or 
not  to  the  same  amount.  Ajid  money  has  become, 
conventionally  as  it  were,  a  substitute  for  the 
demand ;  and  for  this  reason  it  is  called  ydfiitrfia, 
or  legal  tender,  because  it  is  not  so  by  nature,  but 
by  law,  ydfi^f  and  it  is  in  our  power  to  change  it 
fur  something  else,  and  render  it  useless.  When 
these  things  then  are  equalized,  there  will  be  an 
equal  exchange  of  services.  So  that  as  the  farmer 
is  to  tiiie  shoemaker,  so  is  the  work  of  the  shoe- 
maker to  the  work  of  the  farmer.    And  when 


they  make  an  exchange,  it  is  necessary  to  bring 
them  to  the  form  of  a  proportion,  for  if  not,  one 
extreme  will  have  both  differences,  i.e.,  one  party 
will  receive  more  and  give  less  than  he  ought,  and 
the  other  will  receive  less,  and  give  more  than  he 
ought.  But  when  they  have  their  own,  they  are 
equal,  and  can  have  dealings,  because  this  equality 
can  take  place  between  them.  Let  the  farmer  be 
A,  the  food  G,  the  shoemaker  B,  and  his  production 
made  equal  to  the  farmer's  production,  D.  For 
if  they  could  not  thus  make  an  equal  mutuality  of 
services,  there  could  be  no  dealings  between  them. 
Now,  it  is  clear  that  necessity  or  demand  is,  as 
it  were,  the  one  thing  which  holds  commercial 
dealings  together,  because  when  they  have  no 
want  of  each  other,  either  both  or  one  of  them, 
they  do  not  exchange,  as  they  do  when  one  has 
what  the  other  wants.  As  for  instance,  when 
those  who  want  wine  give  corn  in  exchange. 
These  things,  therefore,  must  be  made  equal. 

But  with  regard  to  a  Mure  exchange,  (if  we 
want  nothing  at  present,  that  it  may  take  place 
when  we  do  want  something)  money  is,  as  it 
were,  our  security.  For  it  is  necessary  that  he 
who  brings  it,  should  be  able  to  get  what  he  wants. 
But  even  money  itself  is  liable  to  the  same  thing 
as  other  commodities,  because  it  is  not  always  of 
equal  value,  but  yet  it  is  more  likely  to  vary  less. 
Therefore  there  must  be  some  way  of  estimating 
the  value  of  all  things,  for  so  there  can  always  be 
an  exchange,  and  if  this,  then  commercial  dealings. 
And  money  made,  as  it  were,  a  common  measure, 
equalizes  them.  For  there  can  be  no  commerce  if 
there  be  no  exchange,  nor  any  exchange  if  there  be 
no  equality,  nor  any  equality  if  there  be  no  com- 
mon measure.  And,  in  truth,  it  is  not  possible  that 
things  which  differ  so  much  should  be  commen- 
sdrable.  But  so  far  as  regards  the  want  of  them, 
this  may  be  possible.  Ajnd  there  must  be  some 
one  thing  fixed  upon  by  common  consent.  There- 
>fore  it  is  called  yifiitrfxa^  legal  tender,  for  it  makes 
all  things  commensurable.  For  all  things  are 
measured  by  this  legal  standard.  Let  a  house  be 
A,  ten  miniB  B,  a  l^d  C,  and  let  A  be  half  B,  if 
the  value  of  a  house  be  equal  to  five  min».  And 
let  the  bed  C  be  worth  the  tenth  part  of  B.  It  is 
clear,  therefore,  how  many  beds  are  equal  to  a 
house,  namely  five.  And  it  is  clear  that  this  was 
the  mode  of  exchange,  before  the  invention  <^ 
money,  for  it  makes  no  difference  whether  five 
beds  be  given  for  a  house,  or  the  value  of  fir^ 
beds. 

Politics.— Book  I.  Chap.  3. 

A  complete  household  consists  of  freemen  and 
slaves.  ♦  *  »  Now  there  is  part,  which 
some  consider  as  absolutely  identical  with  eco- 
nomy (the  management  of  a  household),  and 
others  as  the  most  important  part  of  it.  And  we 
must  inquire  how  the  matter  stands,  I  mean  what 
is  cadled  the  art  of  getting  wealth. 

Book  I.  Chap.  4. 

Since,  then,  property  is  part  of  the  household, 
so  also  must  the  art  of  getting  wealth  be  a  part  of 
economy,  (or  the  management  of  the  household,) 
because,  without  necessaries,  it  is  not  possible  to 
live,  or  to  live  well.  And  since  in  the  arts  which 
have  a  particular  purpose,  it  is  necessary  to  sup- 
ply them  with  smtable  instruments,  if  the  work 
is  to  be  accomplished,  so  it  is  in  Economics.    But 
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some  mstniments  are  inanimate,  and  others  are 
animate.  Tims,  to  the  pilot  the  hehn  is  inanimate 
bnt  the  look-out  man  animate,  so  too  in  the  arts  a 
workman  is  a  species  of  instmment.  So  also 
property  is  an  instrument  in  regard  to  living,  and 
wealth  is  a  multitude  of  instruments,  and  a  slave 
is  a  living  property,  and  every  workman  is  an  in- 
strument above  all  other  instruments.  For  if  every 
instrument  being  bid  or  anticipating  an  order,  could 
accomplish  its  work,  as  they  talk  of  the  Statues  of 
Dtedalus  or  the  tripods  of  Vulcan,  which  the  Poet 
says  came  of  their  own  accord  to  the  assembly  of 
the  gods,  so,  if  the  shuttles  wove  of  themselves, 
and  the  plectrum  would  play  on  the  lyre,  the 
artificers  would  want  no  workmen,  and  the  master 
no  slaves.  Now,  what  we  call  instruments  are 
things  for  the  purpose  of  making  something  else, 
but  property  is  itself  to  be  used.  For,  from  the 
loom,  something  comes  besides  its  use,  but  from 
clothing  and  a  bed  only  its  use. 

Book  I.    Chap.  8. 

And  since  a  slave  is  a  part  of  property,  we  shall 
make  a  thorough  inquiry  into  the  nature  of  pro- 
perty in  general,  and  the  art  of  gaining  wealth,  in 
the  manner  we  have  already  laid  down  for  our 
guidance.  First,  then,  some  might  be  in  doubt 
whether  the  art  of  getting  wealth  is  the  same 
thing  as  economics,  or  a  part  of  it,  or  subservient 
to  it.  And  if  subservient,  whether  it  is  so,  as  the 
art  of  making  shuttles  is  to  the  art  of  weaving, 
or  as  the  art  of  making  bronze  is  to  the  art  of 
making  statues.  For  they  are  not  subservient  in 
the  same  way,  but  one  supplies  the  instruments, 
and  the  other  the  materials.  And  I  mean  by  ma- 
terials, the  stuff  out  of  which  the  work  is  formed, 
as  wool  to  the  weaver,  and  bronze  to  the  caster  of 
statues.  So  that  it  is  clear,  that  the  art  of  getting 
wealth  is  not  identical  with  economics.  For  it  is 
the  du^  of  the  former  to  provide,  and  the  latter 
to  use.  For  what  art  is  there  in  using  what  thercr 
is  in  the  house,  except  economics  ?  And  still  it 
may  be  doubtful  whether  it  is  a  part  of  it,  or  a 
different  species.  For  if  it  is  the  business  of  him 
who  is  seeking  wealth,  to  discern  whence  wealth 
and  property  are  to  be  got,  and  property  and 
wealth  include  many  different  kinds,  it  must  first 
be  settled  whether  agriculture  be  a  part  of  the  art 
of  getting  wealth  or  something  different,  and 
whether  the  care  and  acquisition  of  subsistence 
in  general,  is  so  or  not.      ♦        ♦        ♦        ♦ 

So  also  it  is  clear  that  we  may  say,  that  plants 
were  made  for  the  sake  of  animals,  and  other 
animals  made  for  the  sake  of  man ;  the  tame  for 
our  use  and  subsistence,  and  the  wild,  if  not  all, 
at  least  the  greater  part,  for  the  sake  of  food  and 
other  uses,  in  order  that  we  may  have  clothing 
and  other  instruments  from  them.  Since,  then, 
Nature  makes  nothing  without  an  object,  and  no- 
thing in  vain,  it  necessarily  follows  that  she  has 
made  all  these  things  for  the  sake  of  man.  Where- 
fore even  war  seems  to  be  in  some  measure  a 
natural  mode  of  acquiring  wealth.  For  hunting 
is  a  part  of  it  which  we  are  obliged  to  employ 
against  wild  beasts,  and  against  such  men  as 
being  bom  to  be  slaves,  are  unwilling  to  submit 
to  it.  And  such  a  war  is  natural  and  just.  That 
form  only,  then,  of  acquiring  wealth,  which  is  ac- 
cording  to  nature,  is  a  part  of  Economics,  which 
ought  either  to  supply  it,  or  those  ought  to  cause 
it  to  be  supplied,  whose  duty  it  is  to  keep  In  store 


an  abundance  of  things,  which  are  necessary  and 
useful  to  the  subsistence  of  the  community,  both 
as  a  state  and  as  a  family.  And  true  wealth 
seems  to  consist  in  these.  And  an  independent 
property  sufl3cient  for  a  happy  life  is  not  bound- 
less, as  Solon,  the  poet,  says — 

*^And  of  wealth  men  set  no  bounds  to  themselveB," 

For  there  is  a  bound  to  this,  as  to  other  arts ;  for 
in  no  art  whatever  are  the  instruments  boundless, 
either  in  number  or  magnitude.  But  wealth  is  a 
multitude  of  instruments,  both  economical  and 
political.  So  that  there  clearly  is  a  natural  mode 
of  acquiring  wesdth,  both  in  domestic  and  public 
economy,  and  the  reason  is  plain. 

Book  I.  Chap.  9. 

There  is,  too,  another  mode  of  acquiring  pro- 
perty, which  men  especially  call,  and  it  is  just  to 
call  it  so— the  art  of  gaining  wealth,  by  which 
there  seems  to  be  no  l^unds  to  riches  and  pro- 
perty. This  many  persons  consider  to  be  the 
same  as  what  has  just  been  spoken  of,  on  account 
of  its  near  affinity  to  it.  But  though  it  is  not 
exactly  the  same  as  the  art  which  has  been  spoken 
of,  it  is  yet  not  very  different  from  it.  For  the 
former  comes  by  nature,  and  the  latter  not  by 
nature  but  rather  by  some  experience  Mid  art. 
And  let  us  commence  our  enquiry  into  it  from 
this  point.  Every  possession  has  two  uses,  both 
indeed  appropriate,  but  not  equally  so.  For  one 
is  peculiar  to  the  thing,  but  the  other  is  not  pecu- 
liar to  it.  Thus  a  shoe  may  be  worn,  or  it  may  be 
exchanged.  Foi;the  shoe  may  be  used  both  ways. 
For  he  who  exchanges  it  with  any  one  who 
wants  a  shoe  for  money,  or  food,  uses  it  no  doubt 
as  a  shoe,  but  not  according  to  its  peculiar  use. 
For  it  was  not  made  for  the  purpose  of  being  ex- 
changed. And  the  same  things  hold  good  regard- 
ing all  other  property.  Exchanges  of  all  things 
go  on,  which  first  sprung  from  natural  circum- 
stances, as  some  men  have  more,  and  others  less 
than  what  they  require.  Hence,  it  is  evident  that 
retail-dealing  is  not  a  natural  mode  of  acquirmg 
wealth.  iFor  men  were  obliged  to  use  exchanges 
in  order  to  obtain  what  was  necessary  for  them. 
It  is  clear,  then,  that  in  the  first  community,  that 
is  the  family,  there  is  no  need  of  it,  but  only 
when  the  community  extends.  For  the  former  of 
these  had  all  things  in  common,  but  the  latter  who 
being  many  separate  communities  have  each  of 
them  also  many  other  things  in  common,  which 
they  were  obliged  to  exchange  with  each  other 
according  to  their  mutual  necessities,  by  way  of 
barter  as  manv  foreign  nations  do  now.  For  they 
exchange  useral  things  for  useful  things,  but  no- 
thing more,  such  as  giving  and  receiving  wine  for 
com,  and  other  things  in  a  similar  way.  This 
mode  of  barter  then  is  not  contrary  to  nature,  nor 
is  it  any  form  of  gaining  wealth.  For  it  took 
place  for  the  sake  of  obtaining  what  was  necessary 
to  one's  natural  independence.  From  this  mode 
of  dealing,  however,  (t.  f .,  barter)  arose  the  other 
(t. «.,  money),  as  might  be  expected.  For  the 
supply  of  what  was  wanted  was  only  to  be  had 
from  a  foreign  country,  so  that  the  use  of  money 
was  necessarily  invented  for  the  purpose  of  im- 
porting what  was  wanted,  and  exporting  a  sur- 
plus. For  every  thing  is  not  easy  of  carriage 
which  is  naturally  useful.  Therefore,  with  a 
view  to  exchanges,  men  agreed  upon  something 
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Id  gire  and  take  amongst  each  other,  which 
being  itself  an  article  of  valne,  might  easily 
pass  from  hand  to  hand,  for  the  purposes  of 
daily  life,  snch  bs  iron  or  silver,  or  anything  else 
of  this  nature,  which  was  ascertained  at  first 
simply  by  its  weight  and  size,  but  afterwards  by 
putting  A  stamp  on  it,  to  do  away  with  the  neces- 
sity Of  weighing  it.  And  this  stamp  was  put 
upon  it  to  shew  the  quantity  of  the  metal.  The 
use  of  money  having  thus  sprung  from  the  neces- 
sity of  exchanges,  another  form  of  getting  wealth 
sprung  up,  namely — ^retail  dealing,  which  at  first 
was  very  simple,  then  by  experience  it  was  con- 
ducted with  greater  art,  as  to  when  and  how  com- 
merce could  produce  the  greatest  profit  Hence 
the  art  of  gaining  wealth  seemed  chiefly  to  relate 
to  money,  and  its  aim  to  be,  to  be  able  to  discover 
how  to  get  the  greatest  amount  of  wealth.  For  it 
is  the  mode  of  obtaining  abundance  of  wealth. 
For  men  often  consider  wealth  to  consist  in  the 
abundance  of  money,  because  it  is  in  reference  to 
money  that  wealth-getting  and  trading  are  con- 
cerned. To  some,  agam,  money  seems  to  be  a 
mere  trifle,  valuable  only  by  law,  and  not  by  na- 
ture, 80  that  if  those  who  use  it  were  to  change 
their  sentiments,  it  would  be  of  no  value,  nor  use- 
ful to  obtain  anything  we  wanted,  and  he  who  had 
plenty  of  money  would  often  want  necessary  food. 
And  it  would  be  absurd  to  say,  that  wealth  is  of 
such  a  nature,  that  a  man  with  plenty  of  it  might 
die  of  hunger,  as  the  fiibles  they  tell  about  Mi&s, 
who,  through  the  insatiableness  of  Ms  desire,  had 
eveiything  he  touched  turned  into  gold.  Where- 
fore men  seek  around  for  some  other  species  of 
wealth  and  property,  and  rightly  too,  for  the  busi- 
ness of  money  getting  is  different  from  natural 
wealth,  which  is  the  true  Economics.  But  trad- 
ing also  procures  wealth,  not  in  every  way,  but 
only  by  the  exchange  of  usefcd  things.  And  the 
latter  seems  to  be  about  money,  for  money  is  the 
first  element  and  whole  object  of  trading.  And 
the  wealth  that  may  be  got  by  this  mode  of  ac- 
quisition seems  boundless.  For  as  the  physician^s 
art  has  no  limits  with  respect  to  health,  and  each 
of  the  other  arts  has  no  limits  in  regard  to  its  aim, 
(for  each  of  these  they  wish  to  accomplish  to  the 
greatest  degree  possible,  but  the  means  of  each  of 
them  to  attain  their  aim  are  limited,  and  their 
several  aims  are  the  limits  of  each.)  So  also  of  this 
art  of  getting  wealth  there  is  no  limit  to  its  aim,  for 
its  aim  is  to  accumulate  as  much  wealth  and  riches 
as  possible,  but  there  is  a  limit  to  Economics,  (or 
the  art  of  using  wealth,)  though  there  is  none  to 
acquiring  it,  for  this  is  not  the  business  of  Eco- 
nomics. Wherefore  it  seems  that  some  limit 
should  be  placed  upon  riches,  though  we  see  the 
contrary  of  this  actually  happen ;  for  all  who  seek 
wealth,  increase  their  money  without  limit.  And 
the  reason  of  this  is  their  near  connection.  For 
the  uses  of  the  same  instrument,  money,  being 
common  to  both  forms  of  acquiring  wealth,  are 
confounded  with  each  other.  For  each  is  a  use 
of  the  property,  but  not  in  the  same  way,  for  in 
one  way  there  is  an  end  of  the  thing  itself,  but  in 
the  other  a  mere  increase  of  money.  So  that  this 
seems  to  some  to  be  the  object  of  Economics,  and 
thej  think  that  they  ought  to  make  it  their  aim 
to  save  or  to  accumulate  a  store  of  money  without 
end.  And  the  cause  of  this  disposition  is,  that 
ther  take  mnch  care  to  live,  but  not  to  live  well ; 
and  this  passion  being  boundless,  they  desire  to 


have  boundless  means  to  gratify  it.  And  even 
those,  too,  who  intend  to  live  well,  seek  after 
sensual  enjoyments,  so  that  as  this  too  seems  to 
depend  upon  riches,  all  their  labour  is  to  get 
money,  and  by  this  means  sprung  up  the  second 
form  of  getting  wealth ;  for  as  they  are  excessive 
in  their  enjoyment,  so  they  search  for  means  to 
gratify  this  excessive  enjoyment,  and  if  they 
cannot  provide  it  by  means  of  getting  wealth, 
they  will  try  to  do  it  some  other  way,  and  use  all 
their  powers  in  some  manner  not  intended  by 
nature.  Thus,  for  instance,  manly  strength  was 
not  given  to  make  money  by,  but  to  inspire 
courage.  Nor  is  this  (t.  «.,  mining  money)  the 
object  of  the  soldier's  or  the  physician's  tu-t,  but 
victory  and  health.  But  such  persons  turn  all 
arts  to  the  acquisition  of  wealth,  as  if  that  was 
their  aim,  and  as  if  everything  ought  to  contribute 
to  that  end.  Concerning,  then,  the  unnecessary 
acquisition  of  wealth,  and  what  it  is,  and  how  we 
came  to  need  it,  enough  has  been  said,  and  con- 
cerning the  acquisition  of  what  is  necessary,  which 
is  different  from  it,  and  which  is  the  natural  form 
of  Economics,  which  relates  to  subsistence,  it  is 
not  boundless  like  the  other,  but  has  a  limit. 

Book  I.    Chap.  10. 

That  then  is  clear,  which  was  doubtful  at  first, 
whether  the  acquisition  of  wealth  is  part  of  the 
duty  of  the  head  of  a  family  or  state,  but  it  must 
necessarily  exist.  For  as  political  science  does 
not  make  men,  but  takes  them  from  nature,  and 
uses  them  as  they  are,  so  ought  nature  to  afford 
subsistence,  whether  the  land,  or  the  sea,  or  any- 
thing else ;  and  it  is  the  duty  of  the  head  of  the 
family  to  manage  what  he  procures  from  these 
sources,  as  he  may  require  it.  For  it  is  no  part 
of  the  business  of  the  weaver  to  make  the  wool, 
but  to  use  it,  and  to  know  what  is  good  and  use- 
ftil,  from  what  is  bad  and  useless.  For  some 
might  doubt  why  the  art  of  gaining  wealth  is 
part  of  economy,  and  the  art  of  medicine  is  not, 
since  good  health  ib  as  requisite  to  the  family  as 
subsistence  or  anv  other  necessary.  And  as  it  Is  in 
some  sense  the  duty  of  the  head  of  the  family, 
and  the  State,  to  look  after  the  health  of  those 
under  them,  and  in  some  sense  not,  but  of  the 
physician;  so  also  as  to  wealth,  it  is  in  some 
sense  the  duty  of  the  head  of  the  house,  and  in  some 
sense  not,  but  of  the  slaves.  But  it  is  especially 
the  duty  of  nature  to  provide  this,  as  has  already 
been  said.  For  it  is  the  duty  of  nature  to  supply 
food  for  its  offspring,  for  food  is  provided  for  every- 
thing from  the  source  from  which  it  comes. 
Wherefore,  the  natural  mode  of  gaining  wealth  to 
all,  is  by  the  increase  of  the  products  of  the  earth, 
and  of  animals.  But  since,  as  we  have  said,  they 
may  be  applied  in  two  ways,  one  for  the  purpose  of 
trading,  and  the  other  for  domestic  consumntion, 
of  these  the  latter  is  necessary  and  commendable, 
but  their  use  in  trading  is  justly  censured,  (for  it 
does  not  spring  from  nature,  but  from  ourselves,) 
the  trade  of  usury  is  most  deservedly  detested, 
because  the  gain  comes  from  the  money  itself,  for 
which  purpose  it  was  not  intended.  For  it  was 
made  for  the  purpose  of  exchange,  but  usury 
multiplies  it.  From  which  circumstance  it  takes 
its  name,  tokoq,  progeny^  for  the  very  thing  which 
is  begotten  is  like  its  parent,  and  usury  is  money 
begotten  of  money,  so  that  of  all  modes  of  making 
profit,  this  is  the  most  contrary  to  nature. 
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The  Economics. 

Aristotle  having  treated  of  man  in  relation  to 
himself  (Ethics)^  in  relation  to  other  men,  both 
in  his  private  and  pnblic  capacity  (Politics)^ 
comes  next  to  treat  of  him  in  his  relation  to  pro- 
perty (Economics),  Bnt  yet  the  name  is  mixed 
up  with  political  considerations,  for  he  says  that  the 
political  form  of  government  is  composed  of  many 
rulers,  and  an  equality  of  heads  of  houses,  but  an 
economical  rule  is  monarchical  like  that  of  the 
head  of  a  house. 

Chapter  L,  1. 

"  Some  of  the  arts  indeed  are  divided  into  two 
parts,  and  it  is  not  the  same  which  makes  and 
uses  what  is  made,  as  for  instance,  a  lyre  and 
pipes.  It  is,  however,  the  business  of  politics 
both  to  constitute  a  state  from  the  very  beginning, 
and  to  manage  it  well  when  it  is  established. 
And  a  state  indeed  \&  a  collection  of  families,  and 
territory,  and  property  sufficient  to  support  a 
comfortable  existence.  And  it  clearly  is  so,  be- 
cause when  they  are  unable  to  attain  this  end  the 
society  is  dissolved ;  moreover,  this  is  the  object 
for  which  they  came  together.  But  that  for  the 
siJie  of  which  anything  exists  and  is  produced  is 
its  essence.  So  that  Economics  are  cleaxlv  anterior 
to  Politics,  for  their  object  is  so,  and  a  household 
is  part  of  the  state.  We  must,  therefore,  examine 
what  economical  science  is,  and  what  is  its  object. 

Chapter  n. 

"The  component  parts  of  a  household  are  a  man 
and  property ;  and  since  the  nature  of  anything  is 
best  seen  in  its  simplest  parts,  the  same  holds 
good  with  regard  to  the  household.  So  that  as 
Hesiod  (Op.  et  Di.^  405),  says,  there  ought  to  be, 

**  First  a  house,  then  a  wife,  then  oxen  for  the 
plough." 

For  the  first  of  these  is  necessary  for  food,  and  the 
others  belong  to  freemen.  So  that  one  ought  to 
lay  down  good  rules  for  the  society  of  a  wife,  that 
is  to  say,  about  what  kind  of  a  one  should  be  pro- 
vided. But  the  first  care  should  be  given  to 
acquire  property  according  to  nature.  But  by 
nature  agriculture  stands  first,  and  in  the  second 
place,  such  profits  as  come  from  the  earth,  such  as 
mining  and  other  things  of  this  sort.  But  agri- 
culture above  all,  because  it  is  just;  because  it 
does  not  derive  its  gain  from  men  witiii  their  con- 
sent, as  retail  dealing  and  the  wages  of  labor,  or 
against  their  will,  as  by  war.  Moreover,  it  is  in 
accordance  with  nature ;  for  all  things  naturally 
derive  their  subsistence  from  their  mother,  as  men 
do  from  the  earth.  And  besides  this  it  greatly  con- 
tributes to  manly  courage ;  for  it  does  not  make 
the  body  unserviceable  as  the  mechanical  arts  do, 
but  able  to  live,  and  to  work  in  the  open  air,  and 
especially  able  to  brave  the  enemy,  for  these  are 
the  only  x)er8ons  whose  possessions  lie  outside  the 
city  walls.*' 

He  then  discusses  the  conjugal  relations,  as  the 
wife  was,  in  Grecian  ideas,  in  some  sense  the  pro- 
perty of  the  husband.  Thus,  in  the  Politics  he 
discusses  the  relations  of  a  man  to  his  wife,  and 
slaves,  chiefly  as  persons,  in  the  Economics^  as 
property. 

The  second  book  of  the  Economics  is  by  many 
entirdy  rejected  as  spurious,  some,  however,  allow 
the  first  chapter  to  be  genuine.     However  the 


case  may  be,  the  first  chapter  is  the  only  one 
which  is  of  the  character  of  a  treatise.  All  the 
rest  is  a  mere  collection  of  expedients  used  by  dif- 
ferent persons  to  obtain  money  on  various  occa- 
sions. If  it  be  by  Aristotle  at  all  then^  it  ]& 
merely  a  collection  of  raw  materials,  which  he 
intended  to  use  as  advisable  in  a  regular  treatise. 
In  PoUHcs  I,  c.  11,  we  find  some  instances  cited 
of  the  same  description  as  are  gathered  together 
here ;  and  in  V.,  2,  he  quotes  the  case  of  Cypselus, 
which  also  occurs  in  Economics  11.,  2.  So  that 
the  case  seems  enveloped  in  much  doubt.  We 
shall  only  notice  the  nrst  chapter,  in  which  the 
expression  Foliticai.  Economy  appears  for  the 
first  time. 

Economics. — Book  II.  Chap.  1. 

"  And  there  are  four  different  kinds  of  Economy 
(ffM*  we  shall  find  that  all  others  may  be  reduced 
to  these),  the  regal,  satrapical,  the  Poulticai^  the 
private.  But  of  these  the  Regal  is  the  greatest 
and  most  simple ;  the  Political  is  the  most  varied 
and  the  easiest,  and  the  Private  is  the  least  and 
most  varied.  And  they  must  necessarily  have 
many  points  in  common,  but  we  must  first  look  to 
those  points  which  are  the  distinctive  features  of 
each.  First,  then,  let  us  consider  the  Regal  Eco- 
nomy. And  this  is  of  universal  power,  and  it 
comprehends  four  forms,  about  the  coin,  about 
exports,  about  imports,  and  about  expenditure. 
And  of  these  the  most  important  is  that  which 
relates  to  the  current  coin^  I  mean  when  and 
how  much  it  should  be  raised  or  lowered  in  value ; 
and  with  regard  to  exports  and  imports,  when 
and  what  receiving  from  the  satraps  in  office,  it 
will  be  profitable  to  sell;  and  with  regard  to 
the  expenditure,  what  can  be  taken  off,  and  when, 
and  whether  contributions  to  the  expenses  should 
be  given  in  money  or  in  kind.  Secondly,  is  the 
Satrapical  Economy,  and  of  this  there  are  six 
species  of  public  income,  from  land,  from  native 
productions,  from  merchandize,  from  taxes,  frx>m 
cattle,  and  from  other  sources.  And  of  these,  the 
first  and  the  best  is  that  which  comes  from  the 
land  (and  this  is  what  some  call  rent,  or  land-tax, 
and  some  tithes) ;  and  the  next  comes  from  native 
productions,  such  as  gold,  silver,  and  copper,  and 
where  each  of  them  is  to  be  got.  And  the  third 
is  that  from  trading,  and  the  fourth  is  that  which 
comes  from  agricultural  produce,  and  market 
tolls ;  and  the  fifth  is  that  from  cattle,  which  is 
called  profits,  or  tithes;  and  the  sixth  is  that 
which  comes  from  other  sources,  which  is  called 
the  poll-tax,  and  handicraft-tax.  And  the  third 
is  the  PoMTicAi<  EcoKOMT,  and  of  this  the  best 
income  is  that  from  the  natural  products  of  the 
country,  then  that  from  trading,  and  transit 
duties,  then  that  from  daily  business.  And  the 
fourth  and  last,  is  the  Private  Economy ;  and  this 
is  not  subject  to  any  particular  rule,  because  a 
household  is  not  managed  with  refer^ice  to  any 
single  aim;  and  it  is  the  least,  because  the  in- 
comings and  outgoings  are  on  a  very  small  scale. 
And  of  this  also,  the  best  kind  of  income  is  that 
which  comes  from  the  land,  next  that  from  other 
kinds  of  personal  property,  and  thirdly  from 
usury.  And,  besides  these  points,  there  is  <Hie 
which  is  common  to  all  the  kinds  of  Economy, 
and  it  must  be  looked  upon  as  no  subordinate  part 
of  them,  especially  in  the  last  kind,  that  the  ex- 
penditure should  not  exceed  the  income.** 
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We  have  given  these  long  extracts  from  Aris* 
totle,  because  that  great  philosopher  is  nndonbtediy 
to  be  considered  as  the  father  of  political  economy, 
and  the  reader  has  thus  brought  before  him  enough 
to  enable  him  to  form  his  own  ju^rment  of  what 
his  ideas  on  the  subject  were.  They  are  also 
iotaresting,  as  presenting  the  first  ideas  of  what 
were  the  objects  and  limits  of  political  economy, 
in  which  it  is  impossible  not  to  see  that  there  is 
a  certain  unsteadiness  of  view  and  a  want  of 
&Llty  of  conception  characteristic  of  the  imperfec- 
tion of  the  science.  But  yet  it  is  not  too  much  to 
say,  that  in  these  extracts,  together  with  the 
one  from  ^schines  Socraticus,  which  we  have 
already  giyen,  are  contained  the  chief  fandsonental 
c(Miceptions  from  which  the  science  may  be  de- 
dnced  by  strict  reasoning.  Thus,  we  see  that  he 
lays  it  €k>wn  as  a  definition  that  Wealth  U  every'* 
ikh^  whose  value  may  he  measured  in  money, 
which  is  the  fundamental  and  comprehensive  con- 
ception on  the  subject  And  it  manifestly  follows 
that  the  converse  is  true,  thai  everything  whose 
table  is  measured  in  money  is  wealth.  The  very 
first  thing,  then,  to  be  done,  is  to  discover  all  things 
which  fulfil  that  test  As  soon  as  we  do  this  we 
find  that  that  this  definition  embraces  all  that  the 
most  advanced  Economists  have  dedared  to  belong 
to  it  For  it  manifestly  includes  not  only  material 
wealth,  at  which  Adam  Smith  and  Ricardo  stopped 
shfnt,  bat  also  all  mental  acquirements  or  qualities 
wliich  may  be  turned  to  profit,  which  iEscliines 
in  ancient  times  saw,  and  which  view  J.  B.  Say,  and 
the  modem  French  School  of  Economy,  Mr. 
Senior,  and  Mr.  J.  S.  Mill,  have  adopted.  But  even 
this  enumeration  is  not  extensive  enough,  because 
it  also  manifestly  includes  all  instruments  of  cre- 
dit of  all  sorts,  all  deferred  payments  and  annuities, 
ss  we  have  shewn  elsewhere,  (Theory  and  Prae- 
tiee  of  Banking;  and  Elements  of  Political  Eco' 
nomyjy  in  short  anything  that  may  be  bought  and 
sold.  Thus,  we  see  that  the  whole  science  of 
Political  Economy  is  included  in  a  proper  and 
kdtimate  interpretation  of  Aristotle*s  definition. 

Having  thus  conceived  a  definition  which  em- 
hracee  the  full  extent  of  the  subject,  Aristotle 
also  aaw  clearly  and  enforced  the  doctrine  that 
value  la  not  an  internal  quality,  but  an  external 
relation.  That  value  means  exchangeability,  and 
that  whatever  has  that  quality  has  value,  as 
ffichines  too  saw.  That  in  fact,  Yxltte  is  not 
A  QUALITY  BUT  A  RATIO.  And  this  is  the 
true  rock  upon  which  Political  Economy  is  to  be 
buflt.  It  is  that  great  first  principle  which  is  to 
be  steadily  kept  in  view  through  all  controversies, 
and  the  neglect  or  misunderstanding  of  which,  is 
the  chief  cause  of  the  confusion  which  has  arisen. 

Again,  he  saw  that  the  originating  cause  of 
value  was  the  necessity,  or  want  of  the  purchaser, 
in  modem  language,  the  demand,  and  that  the 
measure  of  value  was  the  degree  of  the  necessity, 
or  want,  or  the  intensity  of  Sie  demand,  and  that 
this  is  measured  by  money.  But  in  this  point  his 
doctrine  is  defective,  because  though  it  is  perfectly 
true  that  demand  is  the  origin  of  value,  yet  it  is 
necessary  to  show  that  competition  to  rapply  the 
demand  regulates  the  ainount  of  value.  These  are 
the  two  opposing  elements,  which  in  all  cases 
whatever,  regulate  value,  as  we  have  shewn  else- 
where. C  Theory  and  Praetiee  of  Bankings  chap.  2. 
Elements  of  PoUHcal  Econon^,  chap.  2. — Pbicbs, 
Thbobt  or.)    Thus,  in  this  mstance,  Aristotle's 


conception  is  not  so  complete  as  in  the  first  case, 
because  it  does  not  include  the  whole  of  the  truth, 
but  only  one  side  of  it.  • 

And  in  fact,  a  false  conception  of  the  cause  of 
value  is  the  rock  which  has  proved  fatal  to  almost 
all  modern  Political  Economy.  For  it  is  almost 
entirely  founded  on  the  doctrine  that  labor  is  the 
cause  of  value,  a  principle  which  is  carried  to  its 
extreme  point  in  Mr.  McGuUoch's  theory  of  absen* 
teeism,  which  we  have  already  noticed.  This 
doctrine  is  the  ignis  fatuus  which  has  been  the 
ruin  of  most  of  modem  Political  Economy.  Labor 
is  never,  in  any  case  whatever,  the  cause  of  value, 
although  in  the  majority  of  cases,  it  is  inseparably 
associated  with  it,  and  it  often  influences  the 
amount  of  value.  Archbishop  Whately  has 
thoroughly  exposed  this  fallacy  (Whatblt),  and 
has  laid  the  foundation  of  a  new  system  of  Poli- 
tical Economy.  In  a  single  paragraph  he  has 
effected  the  entire  overthrow  of  the  system  of 
Political  Economy  of  Adam  Smith,  Ricardo,  and 
McCulloch.  This  paragraph  contains  the  germ 
of  an  entirely  new  mode  of  treating  the  sui^'ect, 
which  it  is  the  object  of  our  Elements  ofPolitioal 
Economy  to  develope. 

Although  Aristotle  gave  money  the  name  of  the 
medium  of  exchange,  yet  he  saw  clearly  that  its 
use  was  to  enable  transactions  to  take  place 
without  an  exchange  of  commodities.  That,  in  , 
fact,  it  was  the  representative  of  services  for 
which  some  commodity  or  equivalent  in  exchange 
is  still  due.  "  But  with  a  view  to  future  exchange, 
if  we  have  at  present  no  need  of  it,  money  is  as  it 
were,  our  security,  that  when  we  are  in  need  we 
shall  be  able  to  make  it.'*  Now,  this  is  exactly 
the  conception  which,  with  a  slight  change  of 
language,  we  have  shewn  to  be  the  true  basis  of 
Monetary  Science.  (Theory  and  Practice  of  Banh' 
ing.  Elements  of  PoUticid  Economy, — ^Mohbt). 
Money  is  something  that  is  wanted,  and  wanted 
only,  when  there  is  no  exchange  of  commodities, 
or  an  unequal  exchange  of  them,  and  its  tme  use 
is  to  represent  the  inequality  of  the  exchange,  or 
the  quantity  of  services  due  to  the  possessor  of  it. 
It  is,  in  short,  the  representative  of  Debt,  or  a 
universal  Bill  of  Exchange,  which  the  owner  of 
it  can  demand  payment  of  at  any  time  he  pleases. 
TMs  is  the  fundamental  conception  of  Monetary 
Science,  and  pursued  to  its  legitimate  conse- 
quences contams  the  whole  theory  of  Money. 
(Cubbbnct.) 

Aristotle  saw  too,  that  so  far  as  regards  Eco- 
nomic Science,  human  labor  is  to  be  classed  with 
instruments ;  an  instrument,  it  is^  true,  above  all 
other  instruments,  but  yet  an  instrument.  In 
modem  hmguage  it  is  a  species  of  capital,  and  its 
value  is  subject  to  the  very  same  laws  that  all 
other  commodities  are  subject  to. 

We  see  then,  that  in  these  extracts  are  con- 
tained the  great  leading  outlines  and  fundamental 
conceptions  of  PoUticid  Economy,  which  require 
only  to  be  filled  up,  and  developed  to  their  l^^ti- 
mate  consequences,  in  exactly  the  same  manner 
that  is  done  in  all  other  natund  sciences.  Bacon 
says  that  there  are  deserts  and  wastes  in  time,  no 
less  than  in  lands.  But  there  are,  too,  desert 
places  in  the  human  mind,  and  science  was  one  of 
those  sterile  regions  in  the  mind  of  Antiquity,  so 
fertile,  so  rich,  and  so  prolific,  in  all  works  of  the 
imagination.  And  these  seeds  of  truth,  sown  by 
Aristotle,  fell  in  this  desert  and  barren  r^on 
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and  remained  unproductive  for  more  than  2000 
years  before  they  began  to  germinate,  and  bear 
their  legitimate  fruit,  under  modem  culture. 

On  the  other  hand,  we  cannot  fail  to  remark 
that  his  views  were  tinged  with  a  good  deal  of 
that  fanciful  species  of  dogmatizing,  or  laying  down 
arbitrary  principles  without  sufficient  proof,  and 
those  overfine  and  supersubtle  distinctions,  which 
were  so  marked  a  feature  of,  and  exercised  so  de- 
leterious an  influence  over,  much  of  ancient  phy- 
sical philosophy,  and  which  is  the  true  reason  of 
its  having  made  so  little  advance.  Thus,  he  lays 
down  that  the  bounty  of  nature  is  the  only  true 
source  of  wealth,  and  he  has  a  decided  and  preju- 
diced aversion  to  trading.  He  says  that  there 
are  two  uses  of  everything,  its  actual  use,  and 
exchange.  The  one  he  considers  natural,  and  the 
other  against  nature.  This  difference  in  the 
mode  of  use  corresponds  very  much  to  the  dis- 
tinction between  revenue  and  capital.  A  shoe- 
maker would  probably  think  that  the  exchange 
of  a  shoe  is  quite  as  natural  an  operation  as  using 
it.  Aristotle  looks  with  a  very  doubtful  and 
jealous  eye  upon  all  exchanges  whatever.  But, 
money  being  for  the  very  purpose  of  exchange, 
has  thus  a  dubious  origin,  and  when  that  purpose, 
which  is  already  doubtful,  is  changed  into  lending 
it  at  usury,  its  mischief  is  doublv  aggravated, 
and  he  pronounces  the  last  mode  of  using  it  to  be 
utterly  detestable  and  unnatural. 

And  this  arbitrary  dogma  and  unfounded  pre- 
judice enthralled  the  human  mind  for  centuries. 
Calvin  was  the  first  great  man  who  had  penetra- 
tion enough  to  expose  this  sophism,  which  im- 
posed even  on  the  mighty  intellect  of  Dante.  So 
entirely  is  this  dogma  now  overthrown  that  the 
modem  doctrine  is,  that  money  naturaUy  produces 
interest,  and  many  important  branches  of  the 
theory  of  value  entirely  depend  upon  it.    (Ak- 

NUITIES.) 

Some  of  the  most  admirable  examples  of  rea- 
soning have  been  employed  in  the  overthrow  of 
the  doctrine  of  the  inherently  wicked  nature  of 
usury.  Conspicuous  among  these  is  Bentham^s 
Defence  of  Usury  ^  a  very  masterpiece  of  argument, 
wmch  indeed  has  done  its  work  so  effectually 
that  it  is  now  in  great  danger  of  being  forgotten. 
We  ma>'  perhaps  be  inclined  to  smile  at  the  fal- 
lacy which  so  long  deceived  the  senses  of  man- 
kind, but  we  shall  find,  in  the  course  of  this  work, 
that  many  of  the  most  firmly  accredited  doctrines 
of  Political  Economy  at  the  present  day,  are  as 
entirely  baseless  and  unfounded  as  the  doctrine 
of  usury  which  we  see  now  to  be  so  fanciful. 

And  it  is,  in  tmth,  this  very  spirit  of  arbitrary 
dogmatizing,  and  reception  of  fanciful  doctrines 
on  the  authority  of  great  names,  without  a  due 
investigation  whether  they  are  truly  founded  in 
nature,  which  is  the  bane  and  the  plague-spot  of 
Political  Economy  at  the  present  day,  and  which 
has  made  it  the  last  of  the  sciences  to  be  brought 
within  the  pale  of  Inductive  Philosophy. 

ABNOTTLD,  AMBB0I8  KABIEL— Bom  at 
Dijon,  in  1750,  where  he  studied,  and  then  came 
to  raris,  where  he  devoted  himself  to  finance  and 
Political  Economy.  In  1791  he  published  his 
Balance  of  Trade,  which  procured  for  him  the 
place  of  chief  of  the  Board  of  Trade,  which  he  lost 
in  1794,  when  all  commerce  was  destroyed.  After 
the  9th  Thermidor  he  opposed  the  National  Con- 


vention, and  was  one  of  the  chiefs  of  the  Parisian 
insurrection  of  October,  1795.  Obliged  to  fly  on 
account  of  his  share  in  these  events,  he  devoted 
himself  to  writing  works  relating  to  Political  Eco- 
nomy, which  gained  him  considerable  reputation. 
In  1798  he  was  elected  a  member  of  the  Council 
of  Ancients  by  the  department  of  the  Seine,  and 
aU  his  time  was  employed  in  drawing  up  reports 
on  commerce  and  finances.    In  1799  be  was  ap- 

Sointed  one  of  the  Council  of  five  hundred,  and 
e  took  a  warm  part  inthe  revolution  of  the  18th 
Brumaire.  On  the  27th  December,  1799,  he  pre- 
sented a  long  report  upon  the  means  of  restoring 
public  credit.  This  and  his  ardent  Bonapartist 
zeal  gained  him  a  place  in  the  tribunate,  and 
after  its  suppression  he  was  appointed  Master  of 
the  Accounts  and  Counsellor  of  State,  and  died  in 
1812.  He  was  a  disciple  of  the  theory  of  the 
Balance  of  Trade. 

De  la  Balance  du  Commerce,  et  dee  relaiums 
commerciales  extirieures  de  la  France,  dans  touies 
les  parties  du  globe,  particulierement  a  la  Jin  du 
regne  de  Louis  XIV.,  et  au  moment  de  la  rSvolU" 
tion.    Paris,  1791.    Second  Edition,  1795. 

Repartition  de  la  contribution  fondere  on  division 
en  huit  classes  fondamentales  aes  83  dSpartments. 
Paris,  1791. 

Point  de  terrorisms  centre  les  Assignais,  Paris, 
1794. 

Systems  maritime  politique  des  EuropSens  dans 
le  mx'huitieme  siicle,  fondS  sur  leurs  traitSs  de 
paix,  de  commerce,  et  de  navigation,    Paris,  1797. 

Histoire  gSnSrode  des  finances  de  France,  depute 
le  commencement  de  la  monarchic;  pour  servir 
dintroduction  a  la  loi  annuelle  du  budget  de  Fem- 
pire  Frangais,    Paris,  1806. 

AENOULD,  D.,— Inspector  of  the  University 
of  Liege. 

Avantages  et  inconvenients  des  Banques  de  prets, 
connues  sous  le  nam  de  moTitS'de'piSti,    Namnr. 

Situation  administrative  et  financihre  des  monU^ 
de-pieti  en  Belgique.    Bruxeiles,  1845.    G. 

ABBIQUIBAB,  Don  NICHOLAS  F,- 

Merchant  of  Bilbao,  died  in  1778.  A  Spanish 
Economist  whose  work  is  said  to  contain  much 
sound  information  and  judicious  views,  which 
have  partly  gained  ground  in  Spain.  He  trans- 
lated Davenanfs  works  into  Spanish,  and  was  an 
opponent  of  the  doctrines  set  forth  by  Mirabean 
in  the  Ami  des  hommes,  in  favor  of  the  large  farm 
system.  His  work  was  published  posthumously, 
at  Victoria,  in  1779. 

Recreacion  PoliHca,  Reflectianes  sohre  el  amigo 
de  los  hambres,  en  su  tratado  de  poblacian  eon'- 
siderado  con  respeto  a  nuestros  intereses,  Victoria, 
1779. 

ABBIVABENE,  JEAN,  Lb  Comte.— Bora 
at  Mantua,  24  June,  1787.  Count  Arrivabene 
emigrated  in  1822,  in  consequence  of  the  Pied- 
montese  insurrection  in  1821;  and  after  being 
imprisoned  at  Venice  for  seven  months,  he  was 
condemned  to  death  par  contumace  in  consequence 
of  his  share  in  that  event.  He  has  lived  In  Bel- 
gium since  1827,  and  is  one  of  the  editors  of  the 
Journal  des  Fconomistes, 

Sur  les  colonies  agricoles  de  la  Belgique,  et  de 
la  HoUande.    Brussells,  1830. 

Considerations    sur    les    principaux    moyens 
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fameUorer  le  sort  des  ckusea  mnrierei.    BroBsells, 
1832. 

Paris,  1835.  * 

Sur  la  eomdition  des  labcureurs  et  des  ouoriers 
Beiges^  ei  de  qttelque  mesures  pour  Tameliorer. 
Broflsells,  1845. 

SihuUiom  fconomique  de  la  Selgique.  Brnssells* 
1845. 

Also  translations  of  Mr.  Senior's,  and  Mr. 
James  Mill's  Elements  of  Political  Economy. 
G. 
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De  Insure^  inUrett  et  profit  qu'on  tire  du  pret^ 
ov  Tameienne  doctrine  opposee  aux  nouvelles  opi- 
ftions.    Paris,  1710.    G. 

ASOnii,  JOHN.— During  the  latter  half  of 
the  nth  century  this  country  teemed  with  pro- 
jects for  the  erection  of  banks  of  all  kinds.    One 
projector  more  fortunate  than  the  others,  WiUiam 
Patersoo,  succeeded  after  several  efforts  in  esta- 
blishing the  Bank  of  England.     The  success  of 
this  establishment  at  its  outset,  imparted  addi- 
tional actiyity   to  other   projectors,   and    the 
financial  necessities  of  the  Grovemment  to  support 
the  war  with  IVance,  made  them  lend  a  willing 
ear  to  any  one  who  promised  them  relief.    A 
number  of    schemers,    among  whom  Briscoe, 
Chamberlen,  and  AsgiU  were   the   most   con- 
spicuous, succeeded  in  getting  an  Act  passed  to 
establish  a  Land  Bank.    The  project,  however, 
completely  failed.    This  Asgill  was  a  lawyer  of 
Lincoln's  Inn,  who  had  attained   considerable 
eminence  in  his  profession,  and  was  a  man  of 
considerable  wit,  and  ability.     The  stoppage  of 
the  Bank  of  England  in  1696,  and  the  great 
scarcity  of  money,  owing  to  the  bad  state  of  the 
silver  coinage,  which  had  been  called  in  to  be 
recoined,  set  the  busy  brains  of  Asgill  and  others 
to  devise  a  new  species  of  money  besides  gold  and 
silver.     The  ideas  of  these  persons  were,  that  a 
paper  currency  based  upon  land  would  answer 
equally  weU  as  gold  and  silver,  and  might  be 
issued  to  the  amount  of  the  value  of  the  land  in 
specie  without  dq)reciation.    To  enforce  this  view 
Asgill  pnbUshed  his  pamphlet  mentioned  below. 
This  was  the  principle  afterwards  adopted  and 
developed  at  much  greater  length  by  John  Law, 
and  which  was  aftenvards  carried  out  with  such 
tremendous  consequences  by  means  of  AseignatSy 
in  the  French  Revolution  ( Assign ats).    As  this 
doctrine  has  found  hosts  of  admirers  from  that  day 
to  this,  and,  as  it  touches  the  very  first  principles 
of  Monetary  Science  and  Political  Economy,  we 
shall  resore  a  full  discussion  of  it,  until  we  come 
to  the  most  eminent  person  with  whose  name  it  is 
associated.     We  shall  accordingly  consider  the 
opinions  of  Asgill  and  other  pre-Lawites  together 
▼ith  the  work  of  John  Law  himself.    TLaw.) 

hk  16d9,  Asg^  went  to  Lreland,  ana  obtained 
a  very  lucrative  business  under  the  act  for  the 
resumption  of  forfeited  estates.  He  married  the 
daughter  of  the  attainted  Viscount  Kenmare,  and 
purchased  of  the  Crown  his  estates,  to  be  held  in 
tmst  for  his  son.  He  was  returned  to  the  L'ish 
Parliament  for  the  borough  of  Enniscorthy,  but 
the  house  expelled  him  four  days  after  he  took  his 
seat,  for  having  written  a  pamphlet  said  to  contain 
blasphemous  £)ctrine8.    In  1705  he  was  elected 


member  of  the  English  House  of  Commons  for  the 
borough  of  Bramber,  being  the,  executor  of  his 
friend.  Doctor  If-Jesus-had-not-died-for-thee- 
thou-hadst-been-damned  Barebone,  who  had  con- 
siderable property  in  the  town.  In  1707  he  was 
arrested  for  debt  during  an  interval  of  privilege. 
The  house  ordered  him  to  be  released,  but  his 
pamphlet  was  brought  before  the  house,  which 
voted  it  blasphemous,  and,  notwithstanding  a 
spirited  defence,  he  was  expelled  18th  December, 
1707.  He  was  then  again  immediately  arrested, 
and  remained  a  prisoner  in  the  Fleet  and  King's 
Bench  prisons  for  30  years,  till  his  death  in  1738. 
During  this  period  he  wrote  and  published  an  im- 
mense number  of  pamphlets,  chiefly  political  and 
theological,  which  had  considerable  success.  Some 
accounts  state  that  he  was  80,  and  some  that  he  was 
100,  at  the  time  of  his  death.  The  pamphlet  in 
which  he  brought  forward  his  currency  aoctrine 
is  entitled — 

Several  Assertions  proved  in  order  to  create  an- 
other species  of  money  than  gold  and  silver,  Lin- 
coln's Inn,  Sept  1696. 

ASHBUBTON,  LOBD.—See  Barikg,  Alex- 

ANDBB. 

ASSETS.— From  the  French  assez,  enough. 
It  is  allied  by  some  authorities  that  in  early 
times,  before  feudal  doctrines  became  so  firmly 
imbedded  in  our  law,  that  the  heir  of  a  deceased 
person  was  bound  to  pay,  out  of  the  inheritance, 
such  of  the  debts  of  his  ancestor  as  his  goods  and 
chattels  were  not  sufficient  to  satisfy.     Other 
authorities, however, deny  this.   Atalaterperiod  it 
is  certain  that  heirs  were  not  bound,  unless  specially 
named  in  the  contract.    In  such  cases  as  the  heir 
was  bound  by  deed,  or  writing  under  seal,  to  the 
payment  of  a  debt,  or  the  fiilfibnent  of  a  contract, 
he  became  liable  to  do  so  to  the  extent  of  the  lands 
which  came  into  his  hands.    And  the  lands  so 
descended  were  called  eissets  by  descent,  because 
the  possession  of  the  land  was  enough  or  euffieient 
to  make  him  liable  for  the  debts  ofnis  ancestor  to 
that  extent.    So  the  property  which  comes  into 
the  hands  of  any  executor  is  called  assets^  because 
it  is  enough  to  render  him  liable  for  the  debts  of 
the  testator  to  that  amount.    So  the  property 
of  a  bankrupt  which  comes  into  the  hancu  of  his 
assignees  is  called  assets  because  it  is  enough  to 
make  them  liable  to  discharge  the  bankrupt's  debts 
to  that  amount.    So  the  word  assets  has  come  to 
signify  the  property  in  general  of  any  trading 
company ;  and  besides  that,  it  denotes  anything 
that  is  a  sufficient  account,  or  answer  to  a  liability. 
Thus,  when  the  Directors  of  a  Company  receive 
the  capital  or  subscription  of  the  shareholders, 
that  becomes  a  liability  from  them  to  the  share- 
holders.   But  as  the  establishment  of  every  con- 
cern requires  a  considerable  expenditure,   the 
*^  Preliminary  Expenses'*  are  an  asset  as  bteween 
the  directors  and  shareholders,  b^use  it  is  a 
sufficient  account  to  the  shareholders  from  the 
directors  for  their  liability.    So  the  profits  of  the 
year  are  a  liability,  and  the  payment  of  tiie  divi- 
dend is  an  assety  because  it  is  a  sufficient  account 
of  the  liability.     So  also  in  banking,  the  credits 
entered  to  the  accounts  of  the  customers  on  the 
deposit  of  money,  or  the  discount  of  bills  of  ex- 
change, are  liabUities.   The  money  actually  depo- 
sited, or  the  bills  of  exchange  discounted  by  the 
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oustomers,  are  the  assets^  because  they  are  suf- 
ficient to  meet  the  liabilities. 

ASSIGNATS. — The  paper  currency,  not  con- 
yertible  into  specie,  but  for  the  security  and  re- 
demption of  which  certain  public  lands  were 
assigned,  which  was  created  during  the  French 
Revolution  from  1789  to  1796. 

1.  The  history  of  the  assignats  deserves  to  be 
studied  with  the  greatest  attention,  as  they  afford 
the  most  perfect  example  the  world  has  seen  of  a 
certain  theory  of  currency  which  was  originated 
by  some  schemers  in  this  country,  in  1695. — 
(AsGiLL,  Bbiscob,  Chambeblbn.)  This  theory 
was  further  developed  by  John  Law,  (Law)  and 
forms  the  peculiarity  of  his  system,  and  notwith- 
standing the  results  of  practical  experience,  it  has 
still  numerous  warm  supporters  in  this  country 
and  abroad.  Nor  can  anything  be  more  instruc- 
tive than  to  read  the  views  and  expectations  of  its 
advocates  in  the  debates  in  the  French  National 
Assembly,  and  its  practical  results  which  followed 
so  immediately  after  its  adoption. 

2.  The  doctrine  simply  stated  la  this : — "  That 
if  a  paper  currency,  not  convertible  hito  specie, 
be  based  or  secured  upon  any  article  of  value, 
such  as  land,  and  be  issued  to  an  extent  not 
greater  than  the  value  in  specie  of  such  article, 
such  paper  currency  will  not  be  depreciated  in 
comparison  to  specie." 

8.  Such  is  the  theory  of  John  Law,  which  found 
great  favor  in  France  during  the  financial  embar- 
rassments of  the  Revolution.  His  treatise  on 
Money  and  Trade,  in  which  this  theory  is  de- 
veloped, was  translated  into  French  in  1790,  for 
the  purpose  of  enlightening  the  public  mind,  and 
the  issues  of  the  assignats  were  expressly  founded 
upon  it.  We  shall  now  see  how  it  was  verified 
in  practice. 

4.  Whatever  moral  causes  contributed  to  bring 
about  that  unparalleled  convulsion,  named  the 
iSrench  Revolution,  the  immediate  cause  was  the 
apparently  irremediable  disorder  of  the  finances, 
and  the  habitual  excess  of  the  expenditure  over 
the  receipts.  And  yet,  when  we  come  to  examine 
the  actual  amount  of  debt  which  brought  that 
great  kingdom  to  destruction,  we  shall  be  sur- 
prized at  its  comparative  insignificance.  In  the 
year  1750  the  entire  public  debt  of  France  was 
only  ^88,000,000.  Thirty-seven  afterwards,  in 
consequence  of  the  war  in  support  of  the  Ameri- 
cans, and  a  long  series  of  annual  deficits,  it  had 
risen  to  £120,000,000.  But  even  this  was 
trifling  compared  to  the  resources  of  the  country. 
Great  Britam,  with  a  soil  not  equal  to  two-thirds 
of  France,  and  a  population  of  about  12,000,000, 
was  flourishing  under  a  debt  of  £238,000,000. 
France,  teeming  with  resources,  had  a  population 
of  25,000,000.  A.  succession  of  able  ministers, 
since  Turgot,  in  1771,  had  been  vainly  endea- 
vouring to  curb  the  constantly  increasing  deficit, 
and  to  equalize  the  expenditure  with  the  receipt. 
But  the  measures,  necessary  to  efiPect  this,  aroused 
the  deadly  hostility  of  all  parties.  The  attempts 
to  reduce  the  expenditure  made  enemies  of  those 
who  lived  on  the  plunder  of  the  public ;  and  the 
attempts  to  raise  new  taxes  set  the  privil^ed 
orders  of  nobility,  and  clercy,  in  a  fiame.  Credit 
was  for  some  time  sustained  by  presenting  to  the 
public  wilfully  falsified  accounts,  but  when  the 
actial  truth  was  discovered,  it  destroyed  all  the 


confidence  of  the  capitalists,  and  no  fresh  loan 
could  be  raised. 

When  Calonne  was  made  Minister  of  Finance, 
in  1783,  he  found  only  two  bags,  of  1,200  franca 
each  (£48),  in  the  treasury.  The  annual  deficit 
was  upwards  of  £4,000,000.  His  financial  repu- 
tation enabled  him,  for  a  few  years,  to  contract  a 
series  of  loans,  the  dates  of  these  were : — 


Francs 

£ 

Dec. 

n 

Sept. 
Feb. 

1783 
1784 
1785 
1786 
1787 

100,000,000 

120,000,000 

80,000,000 

30,000,000 

50,000,000 

380,000,000 

or 

n 

99 

99 

■ 

a 

4,000,000 
4,800,000 
3,200,000 
1,200,000 
2,000,000 

15,200,000 

5.  At  length,  at  the  end  of  1786,  it  was  felt 
that  this  system  could  go  on  no  longer,  and 
Calonne  proposed  that  the  ancient  practice  should 
be  resorted  to,  of  calling  together  the  Notables^  to 
give  their  advice  under  the  gravity  of  the  aitna- 
tion.  This  advice  was  adopted,  and  that  body 
met  in  1787,  when  the  real  state  of  the  finance 
was  laid  before  them,  which  shewed  that  for  up- 
wards of  thirty  years  there  had  been  a  constantly 
increasing  deficit.  In  1764  it  was  already 
£1,600,000,  in  1786  it  was  £4,600,000,  and  for 
the  current  year  it  would  not  be  less  than 
£5,000,000,  and,  upon  this  appalling  state  of 
matters,  he  called  upon  the  nobles  and  clergy  to 
forego  their  privil^es,  and  submit  to  equal 
taxation  with  the  other  classes. 

6.  His  exposures  and  proposals  created  a  uni- 
versal storm  of  indignation  from  all  classes.  The 
philosophers  and  the  liberals  were  furious  to  find 
that  this  state  of  things  had  existed  under  the 
administration  of  their  favorites,  when  they 
wished  to  make  it  appear  that  all  the  difficulties 
were  owing  to  the  extravagance .  of  the  Court. 
The  nobles  and  clergy  unanimously  resisted  all 
breaches  of  their  ancient  immunity  from  taxation. 
Calonne  was  obliged  to  yield  to  the  storm  and 
retire.  On  the  Uth  April,  1787,  Brienne,  Arch- 
bishop of  Toulouse,  was  appointed  to  succeed 
him.  The  new  minister  presented  a  financial 
statement  to  the  Notables,  exhibiting  a  deficit  of 
£5,600,000.  But  the  privileged  orders  resolutely 
refused  to  tax  themselves,  and  declared,  that 
neither  they,  nor  the  Parliament,  nor  any  other 
authority  but  the  Statss-Geuxbal,  had  the 
power  to  do  so.  As  any  measures  of  relief  were 
hopeless,  the  Assembly  of  Notables  was  closed  on 
the  25th  May,  1787. 

7.  All  attempts  to  induce  the  Notables  to  sub- 
mit to  sacrifices  for  the  public  good  having  faUed, 
the  government  went  on  in  the  old  despotic 
system.  The  Parliament  of  Paris  was  more  com- 
pliant than  was  expected,  and  registered  some 
edicts  which  they  had  previously  refused.  On  the 
14th  of  July,  Brienne  tried  to  induce  them  to 
register  an  edict  imposing  a  duty  on  stamps,  but 
they  immediately  refased  to  do  so,  unless  the 
state  of  the  accounts  was  laid  before  theuL  ^^  You 
ask  for  the  Siate  of  accounts,  it  is  the  Stated' 
Greneral  that  you  want,**  cried  a  member.  This 
expression  embodying  the  universal  feeling,  pro- 
duced an  immense  sensation.  The  Parlkment 
decided  that  no  perpetual  tax  could  be  imposed, 
except  by  the  States-General. 
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8.  Brienne  sent  back  the  edict  for  a  stamp 
dntf  to  the  Parliament  to  be  registered,  aiong 
with  one  to  impose  the  land  tax  eqnally  upon  afl 
classes.  The  Parliament  replied  that  they  were 
incompetent  to  register  snch  edicts,  and  that  the 
St4ites-6eneral  only  oonld  impose  snch  taxes. 
The  king  sent  to  register  the  edicts  by  force,  and 
banished  the  Parliament  to  Troyes.  All  these 
cmmmstances  tended  to  increase  the  nnirersal 
demand  for  the  States-General.  At  length  both 
the  Parliament  and  the  Crown,  seeing  the 
necessity  of  an  accommodation,  came  to  a  com- 
promise, by  which  it  was  agreed  to  wit)idraw  the 
forcible  registration  of  the  edicts,  and  the  Parlia- 
ment did  so  rolantarily.  In  November,  Brienne 
proposed  to  borrow  £17,200,000,  to  be  paid  np  by 
instalments  in  five  years,  and,  as  an  inducement, 
pledged  the  Royal  word  that  the  States-Gener&l 
should  be  summoned  before  the  end  of  that 
period.  The  Parliament,  however,  refused  to 
assent  to  this  enormous  loan. 

9.    In  May,  1788,  the  compte  rendu  shewed  a 
deficiency  for  the  3rear  of  £6,440,000,  and  as  all 
resources  seemed  at  an  end,  from  the  constant  re- 
fusal of  the  Paiiiament  to  consent  to  any  new 
taxes,  and   the   total   extinction   of  credit,   a 
natioaal  bankruptcy  seemed  inevitable.    Seeing 
that  the  Parliament  was  inflexible  in  its  determi- 
nation to  refuse  all  new  taxes,  Brienne  convoked 
an  assembly  of  the  clergy,  hoping  that  they  would 
consent  to  be  taxed,  or  at  least  to  vote  a  gift,  for 
the  relief  of  the  State.    But  the  clergy  were  as 
obstinate  as  the  laitv,  and  equally  demanded  the 
States-G^ieral.    All  hopes  of  assistance  from  the 
nobility,  clergy,  or  Parliament  being  thus  at  an 
end,  and  the  sum  in  the  treasury  l^ng  reduced 
to  £16,000,  on  the  8th  of  August  an  edict  was 
issued  convoking  the  States-General  for  the  1st 
May,  1789,  and  on  the    16th,  the  Exchequer 
adopted  a  partial  suspension  of  cash  payments. 
AU  dividends  above  £48  were  to  be  paid,  two 
fifths  in  paper,  and  the  remainder  in  specie.    Two 
days  afterwards  the  notes  of  a  private  banking 
company,  the  Caisse  d*  Escompte,  were  declared 
legal  tender,  and  the  Bank  forbidden  to  pay  them 
in  specie,  which  made  them  immediately  fall  to 
a  heavy  discount. 

10.  The  proclamation  of  a  national  bank- 
ruptcy created  such  a  universal  storm  that 
Brienne  was  obliged  to  resign,  and  Necker  was 
recalled.  His  wealth  and  his  reputation  as  a 
financier,  Imraght  a  temporary  restoration  of 
credit,  and  loans  were  freely  tendered  to  him, 
which  procured  a  transient  alleviation  of  diffi- 
culties. The  frightful  disorders  of  the  country  in 
1789,  completely  prostrated  the  power  of  the 
Government.  It  became  impossible  to  coUect  the 
taxes,  the  revenue  had  already  fallen  off  by 
£8,000,000,  and  Necker,  on  the  6th  August,  1789, 
laid  the  state  of  the  finances  before  the  Assembly, 
and  demanded  a  loan  of  80,000,000  francs,  but  so 
low  was  public  credit  that  no  capitalists  could  be 
found  to  advance  it. 

11.  On  the  24th  September,  Keeker  told  the 
Assembly  that  credit  was  at  an  end,  money  had 
disappeared  from  drcnlation,  and  was  every- 
where hoarded,  and  offers  of  an  increased  rate  of 
interest  bad  entirely  fiuled  in  effecting  a  loan. 
The  Exchequer,  the  City  of  Paris,  and  all  the 
public  bodies,  were  bankrupt.  The  King  and 
Queen  and  the  Ministers  had  sent  all  their  plate 


to  be  melted  down,  but  snch  sums  were  quite 
inadequate  to  meet  the  public  expenses.  The 
working  classes  were  in  a  dreadful  state,  and, 
unless  means  were  immediately  found,  neither  the 
troops,  nor  the  dividends,  nor  the  public  debts 
could  be  paid. 

12.  At  length  the  Assembly  could  no  longer 
stave  off  the  necessity  of  some  decisive  measures. 
On  the  occasion  of  Keeker's  appeal  to  them,  it 
had  voted  a  tax  of  25  per  cent,  upon  every  body's 
income,  which  had  been  much  less  productive  than 
had  been  expected.  On  the  2nd  October,  Talley* 
rand  brought  forward  a  motion  to  confiscate  the 
whole  ecclesiastical  property  of  the  kingdom,  and 
after  reserving  a  pension  to  the  clergy,  to 
appropriate  the  remamder  to  the  public  necessities. 
This  was  vehemently  opposed  by  Maury  and 
Si^yes,  but  carried  by  a  majority  of  ^68  to  841. 
Forty  did  not  vote,  and  246  were  absent.  Thus 
these  unpatriotic  men  who  refhsed  to  give  any 
portion  of  their  property  to  ud  the  public 
necessities,  saw  themselves  deprived  of  the  whole 
of  it.  This  property  was  estimated  at  £80,000,000, 
and  the  sale  of  it  was  expected  to  produce  suffi- 
cient means  to  defray  the  pensions  of  the  clergy, 
the  interest  of  the  j)ublic  debt,  and  the  civil 
establishments  for  some  time. 

13.  No  immediate  purchasers  could  be  found 
for  this  immense  property.  The  Assembly  had 
ordered  the  sale  of  church  and  crown  property  to 
the  amount  of  £16,000,000,  and  on  the  19th 
December,  1789,  decreed  that  a  paper  currency 
should  be  created  to  that  amount,  bearing  5  per 
cent,  interest,  and  called  <isngnat$,  because  these 
lands  were  decreed  to  be  sold  to  redeem  them. 
This  plan,  however,  did  not  succeed ;  after  the 
terribfe  excesses  of  the  preceding  summer  few 
wished  to  buy  the  land,  and  they  did  not  place 
much  confidence  in  a  revolutionary  title.  Under 
these  circumstances,  the  municipality  of  Paris 
proposed  that  it,  and  the  other  prmcipal  cities  in 
the  Kingdom,  should  purchase  the  property,  in  the 
first  instance,  for  the  purpose  of  reselling  them  by 
degrees  in  smaller  portions.  As  they  had  no 
funds  to  pay  for  this  property,  they  gave  Bills 
payable  at  a  certain  date,  called  bans  or  municipal 
paper.  The  holders  of  these  bans  had  the  right 
of  requiring  that  a  sufficient  quantity  of  property 
should  be  exposed  to  sale  to  reimburse  them. 

14.  When  these  bans  became  due  the  munici- 
palities had  no  means  to  pay  them,  and  then,  by 
a  decree,  of  April,  1790,  the  assignats,  ordered  to 
be  created  by  the  decrees  of  the  19th  and  21st 
December,  1789,  were  declared  legal  tender,  with 
interest  at  the  rate  of  4^  per  cent.,  the  value  of 
the  Assignat  being  the  capital,  and  the  interest 
calculated  day  by  day.  The  clergy,  who  saw 
in  this  measure  the  final  break  up  and  loss  of 
their  property,  and  the  nobility,  who  were  now 
thoroughly  alarmed  at  the  unexpected  length  to 
which  the  Revolution  had  already  gone,  vehe- 
mently opposed  the  creation  of  this  paper  money, 
and  numerous  addresses  against  it  were  presented 
from  the  chief  cities  of  commerce. 

15.  The  entire  unsettlement  of  the  government 
during  this  Revolutionary  period,  had  only  in- 
creased the  public  debt  in  a  greatly  augmented 
ratio.  From  1760  to  1787  it  had  increased  by 
thirty-two  millions.  In  three  year^^mApm 
1787  to  April  1790,  it  increased  by  £49,560,000. 
oie  r^ief  obtained'by  the  first  issue  of  Assignatn 
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was  too  small  to  last  long,  and  the  ease  witU 
which  it  was  procured,  naturally  caused  a  speedy 
recurrence  to  the  same  resource.  In  September, 
1790,  it  became  impossible  to  meet  the  payments 
of  the  public  debts,  and  debates  on  the  subject 
anxiously  occupied  the  Assembly  day  after  day. 
After  a  long  speech  on  the  public  debts,  Mirabeau 
proposed  to  create  new  Assignats,  to  double  the 
amount  of  the  former  issues.  This  proposal  was 
strongly  resisted  by  Bergasse,  Lazerolles-Cazales, 
Maury  and  others,  and  supported  by  Bamave 
and  others,  and  finally  carried. 

16.  The  question  of  the  Assignats  called  forth 
the  most  yehement  debates,  and  created  great 
interest  in  the  public.  Several  long  dissertations 
for  and  against  them  appeared  in  the  Manitettr^  and 
the  debates  in  the  Assembly  well  deserve  a 
perusfld.  Nothing  can  be  more  admirable  than 
the  speeches  of  TaUeyran'd,  Antoin  Morin,  D6- 
cr6tat,  and  Dupont  de  Nemours,  pointing  out 
the  ruin  and  misery  they  were  certain  to  bring 
upon  the  country.  Already  a  depreciation  had 
appeared  with  the  first  issue.  For  wine,  which 
sold  for  200  livres  in  money,  cost  220  in 
assignats ;  and  the  piastre,  which  was  51,  7s,  in 
specie,  was  5L  \Ss.  ia  paper.  Dupont  de  Ne- 
mours warned  them  by  a  very  striking  example, 
of  what  the  consequences  would  be.  He  said, — 
**  Ton  have  a  striking  example  before  your  eyes. 
There  was,  ten  years  ago,  in  the  United  States  of 
America,  a  paper  currency  secured  like  the  one 
you  propose,  on  the  honor  and  loyalty  of  the 
whole  republic,  and  on  an  enormous  amount  of 
landed  property,  supported  also  by  eloquent 
speeches,  by  Sovereign  decrees,  and  by  the 
safety  of  the  State.  Well,  in  spite  of  all  that 
Congress,  Washington,  and  Franklin  could  do,  a 
pair  of  boots  sold  for  £36,000  in  paper,  and  a 
supper  for  four  persons,  for  which  ten  dollars  was 
the  usual  price,  cost  £50,000  in  paper.**  Admirable 
and  conclusive  as  these  speeches  were,  they  do 
not  appear  to  have  elicited  a  single  mark  of 
applause,  while  those  of  Mirabeau  and  Bamave, 
filled  with  the  most  palpable  fallacies,  and  which 
were  afterwards  most  signally  falsified  in  every 
particular,  were  received  with  enthusiastic  ap- 
plause. Just  the  same  as  afterwards  took  place 
in  the  English  House  of  Commons  in  1811,  with 
respect  to  the  Bank  Note,  from  the  consequences 
of  which  folly  we  are  still  suffering.  So  much 
for  the  value  of  the  judgment  of  a  popular 
assembly  upon  a  scientific  question.  It  was 
carried,  by  a  majority  of  508  to  423,  that  fresh 
Assignats,  to  the  amount  of  800,000,000  of 
francs  should  be  created,  but  it  was  firmly 
resolved  that  the  issues  should  never  exceed 
1,200,000,000,  and  they  were  to  bear  no  interest, 
and  the  interest  on  the  first  issue  was  stopped. 

17.  Specie  had  already  begun  to  disappear 
with  the  first  issue,  it  now  continued  to  do  so 
with  accelerated  rapidity,  and  the  exchange  with 
London  began  steadily  to  fall  with  each  succeed- 
ing issue,  until  at  last  it  ceased  to  be  quoted. 
These  were  the  very  same  phenomena  which 
were  manifested  twenty  years  afterwards  in 
England,  and  which  gave  rise  to  the  celebrated 
BuUicm  Report,  and  exactly  the  same  doctrine 
was  then  maintained,  that  it  was  the  value  of 
specie  which  had  risen,  and  not  that  of  the  paper 
fallen,  which  was  the  resolution  of  the  House  of 
Commons  in  1811. 


18.  During  1791  two  ftesh  creations  of 
200,000,000  were  decreed,  1st  November,  and 
18th  December,  and  it  then  appeared  that  two 
milliards  600,000  (£80,024,000)  had  been  created, 
and  348,000,000  (£13,920,000)  burnt,  and  the 
exchange  with  London,  which  had  been  27^  in 
January,  1790,  had  fallen  to  25  in  October,  to  24 
in  May,  1791,  to  23  in  July,  and  to  19  in 
December,  and  was  subject  to  very  violent  fluc- 
tuations. 

19.  In  1792,  on  the  30th  April,  a  new  crea- 
tion of  300,000,000  (£12,000,000)  was  decreed, 
and  the  maximum  in  circulation  raised  to 
1,700,000,000,  or  £68,000,000.  On  the  Slst 
July  another  creation  of  300,000,000  was  decreed, 
and  the  total  allowed  to  be  in  circulation  raised 
to  two  milliards  r£80,000,000).  On  the  24th 
October  the  Committee  of  Finance  reported  that 
in  all  two  milliards,  589,000,000,  had  been  issued, 
of  which  617,000,000  had  been  withdrawn  from 
circulation  and  burnt,  which  made  the  number  in 
circulation  on  the  5th  October,  1,972,000,000, 
and  at  the  same  time  the  national  property  held 
to  secure  them  was  valued  at  3,170,638,237 
livres.  A  further  issue  of  400,000,000  was  then 
decreed,  and  the  maximum  fixed  at  2,400,000,000. 

20.  During  the  winter  of  1792-3  the  internal 
evils  of  the  country  greatly  increased.  The 
Assignats  were  at  a  discount  of  30  per  cent.,  and 
the  shopkeepers  everywhere  refused  them  in 
payment  of  articles  of  prime  necessity,  and  they 
kept  back  their  commodities  from  the  market 
rather  than  sell  them  for  this  depreciated  paper. 
Where  sales  were  effected  the  price  rose  enor- 
mously in  proportion  to  the  diminution  in  value 
of  the  Assignat.  This  increase  of  the  nominal 
price  was  usually  attributed  to  the  greed  of  fore- 
stallers,  or  accapareurs^  and  the  more  violent  be- 
gan to  demand  a  maanmum^  or  fixed  price.  The 
Girondists,  who  were  chiefly  the  commercial 
party,  and  even  the  Jacobins  at  first  were  op- 
posed to  the  maximum.  Riots  broke  out  in 
raris  in  February,  1793,  the  populace  plundered 
the  shops,  and  assailed  the  Jacobins  with  the 
most  violent  menaces  in  case  they  refused  to 
petition  the  Convention  to  enact  the  maxtmwnL 
The  most  influential  popular  leaders  in  vain  en- 
deavoured to  appease  their  fury. 

21.  On  the  3rd  February,  1793,  Cambon 
reported  to  the  Convention  that  up  to  the  26th 
January,  3,067,450,040  Assignats  had  been 
created  and  issued,  of  which  682,000,000  had 
been  returned  in  payment  of  taxes  and  national 
domains,  leaving  2,387,460,040  in  circulation. 
The  domains  already  in  the  hands  of  the  State 
amounted  to  3,170,638,237  francs,  which  exceeded 
the  Assignats  created  by  about  70,000,000.  He 
estimated  the  emigrants  at  29,000,  and  their 
property,  after  subtracting  their  debts,  at  a  net 
capital  to  the  State  of  three  milliards.  He 
further  estimated  that  property  to  the  amount  of 
about  1,600,000,000  had  recently  come  into  the 
hands  of  the  State,  and  that  the  total  property 
upon  which  Assignats  might  be  created  amounted 
to  about  four  milliards  600,000,000.  He  recom- 
mended that  a  fresh  creation  of  800,000,000 
should  be  decreed.  This  was  done,  and  the  sum 
total  allowed  to  be  in  circulation  fixed  at  three 
milliards  100,000,000.  The  same  day  war  was  de- 
clared with  England.  In  the  meantime  the 
public  distress  went  on  increasing.    On  the  11th 
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April  the  Conyentioii  decreed  six  years*  impri- 
flOQmeiit  to  any  who  shonld  sell  Assignats  for  less 
than  their  nominal  valne  in  silver,  or  should 
make  a  difference  in  prices,  according  as  they 
▼ere  paid  in  paper  or  specie.  And  on  May  2nd, 
they  decreed  a  inoxtiniim  price  of  com  for  a 
limited  time. 

22.  On  the  7th  May  fresh  creations  were  de- 
creed to  the  amount  of  1,200,000,000,  the  pnbUc 
property  being  estimated  at  nearly  seven  mil- 
lianls.  Notwithstanding  the  severity  of  the  law, 
a  sUver  franc  in  Jnne  was  worth  three  paper 
francs,  and  in  Angnst  six.  In  Jnly  the  forestall- 
ing of  provisions,  and  even  retaining  them  from 
dally  sale,  was  declared  a  capital  crime,  and 
every  one  was  ordered,  under  a  similar  pen^ty, 
to  make  a  return  of  the  quantity  he  had  on 
hand,  and  the  quantities  he  intended  to  bring  to 
market. 

23.  The  government  made  the  most  energetic 
efforts  to  bring  the  Assignats  to  par,  and  to  in- 
spire the  holders  of  them  with  confidence.  Cam- 
hon  stated  that  an  agiotage  took  place  between 
the  Royal  and  Bepublican  Assignats,  and  de- 
manded the  suppression  of  those  bearing  the 
effigy  of  the  king.  On  the  28th  July,  it  was 
decreed  that  all  the  latter  under  one  hundred 
lives,  should  cease  to  be  l^gal  tender,  but  should 
he  received  m  public  payments  till  the  1st  of 
January  following.  In  order  to  attach  the 
interests  of  all  the  public  creditors  to  the  revolution, 
the  whole  of  the  public  debts  were  consolidated. 
Some  of  them  were  as  old  as  the  time  of  Louis 
XIII^  and  they  were  of  many  different  forms. 
The  MtmUeur  of  1793,  No.  273,  contains,  in  a  sup- 
plement of  sixteen  pages,  a  complete  account  of 
the  public  debts  and  the  decree  for  consolidating 
them.  Cambon  said  that  the  debt  must  be  made 
miiform  and  repnblicanized.  It  was  decreed  upon 
his  proposal,  that  a  great  book  should  be  formed, 
called  the  '^  Great  Book  of  the  Public  Debt,*'  in 
which  the  names  of  all  the  public  creditors  should 
he  inscribed.  The  capital  of  each  was  converted 
mto  a  perpetual  annuity,  at  5  per  cent.  This 
was  to  be  their  sole  title,  and  they  were  ordered 
to  give  up  all  their  other  titles  to  be  destroyed. 
By  this  means  it  became  impossible  to  distinguish 
the  debts  contracted  daring  the  Monarchy,  from 
those  contracted  since  the  revolution.  The  whole 
of  the  consolidated  debt  was  thus  converted  into  a 
mass  of  perpetual  annuities  of  ^8,000,000  per 
annum. 

24.  At  this  period  the  Assignats  in  circulation 
were  of  the  nominal  value  of  £151,000,000 
sterling.  Those  which  bore  the  royal  effigy  and 
were  demonetized,  amounted  to  22^  millions 
sterling.  They  were  to  be  received  in  payment 
of  taxes  till  the  1st  of  January,  1794,  and  after 
that  to  have  no  value  at  all.  A  forced  loan  of  a 
milliard  from  the  rich  had  been  decreed  in  May, 
and  this  sum  Cambon  destined  to  redeem  an 
equal  quantity  of  Assignats.  Those  who  came 
forwara  qulcUy  were  to  be  entered  as  creditors 
m  the  great  book,  for  annuities  at  5  per  cent.  By 
these  and  other  means,  it  was  calculated  that  the 
whole  amount  in  circulation  would  be  reduced  to 
83  millions  sterling,  by  the  January  following. 
To  raise  tliis  forced  loan,  every  commune  was 
invested  with  dictatorial  powers  to  investigate 
the  incomes  of  each  of  its  members.  The  sum  of 
1,000  francs  was  allowed  as  necessary  to  each 


member  of  a  family,  all  above  that  was  taxed,  by 
an  increasing  scale  of  10  per  cent,  for  each  1000 
francs,  so  that  by  this  means  all  income  above 
10,000  francs  was  absolutely  seized. 

25.  Many  persons  seeing  the  fluctuating 
value  of  Assignats,  had  invested  their  means  in 
shares  of  Joint  Stock  Companies,  whose  profits 
were  supposed  to  be  independent  of  the  deprecia- 
tion of  the  circulating  medium.  To  put  an  end 
to  this  rivalry,  all  Joint  Stock  Companies  were 
abolished,  and  all  whose  funds  consisted  in  shares 
payable  to  bearer,  or  transferable  at  pleasure. 
The  penalties  against  buying  and  selling 
Assignats,  and  charging  a  different  price  when 
paid  in  specie  or  paper,  were  greatly  increased, 
and  death  was  decreed  against  all  who  kept  back 
from  public  sale,  articles  of  first  necessity,  which 
were  declared  to  be  bread,  wine,  butcher*s  meat, 
com,  flour,  vegetables,  fruit,  charcoal,  wood, 
butter,  tallow,  hemp,  flax,  salt,  leather,  drink- 
ables, salted  meat,  cloth,  wool,  and  all  stuf^ 
except  silk.  Every  trader  was  ordered  to  render 
a  statement  of  his  possessions,  and  domiciliary 
visits  were  appointed  to  verify  them,  and  any 
fraud  was  punished  with  death.  Commissioners 
appointed  by  each  commune  were  ordered  to 
inspect  the  invoices,  and  from  them  to  fix  the 
price,  leaving  a  moderate  profit  to  the  dealer,  and 
even  if  the  invoice  prices  were  so  high  as  to  leave 
no  profit  to  the  dealer,  he  must  still  sell  them,  at 
such  prices  as  the  purchaser  could  afford. 

26.  These  measures  soon  caused  an  almost 
entire  cessation  of  trade.  Most  of  the  shops  in 
Paris  and  other  towns  were  shut.  The  retail 
dealers  had  purchased  at  higher  prices  than  the 
maximum,  and  were  speedily  ruined.  More- 
over, the  maximum  only  applied  to  them.  There 
was  none  for  any  of  the  preceding  stages  of  the 
manufacture,  or  transport.  They,  therefore, 
either  shut  up  their  shop  altogether,  or  only  ex- 
posed for  sale  their  goods  of  the  worst  quality  at 
the  maximum,  and  reserved  the  best  for  those  who 
came  to  buy  them  in  secret,  at  their  real  value. 
Where  formerly  there  had  been  so  much  life  and 
animation,  there  was  now  nothing  but  a  sepulchral 
silence,  and  the  shopkeepers  barricaded  their 
doors,  ready  to  escape  by  the  back  at  a  moments 
notice,  on  the  appearance  of  the  revolutionary 
conmiissioners.' 

27.  The  populace  was  seized  with  fury  on  see- 
ing the  natural  result  of  these  measures,  and  be- 
sieged the  legislature  for  new  and  more  rigorous 
laws  to  compel  the  dealers  to  continue  their  trade. 
The  meat  was  diseased,  and  all  other  sorts  of 
provisions  were  increased  in  quantity  and  weight, 
by  the  most  abominable  adulterations.  Pressed 
by  this  external  force,  the  Convention  was  com- 
pelled greatly  to  extend  the  laws  of  the  maximum, 
so  as  to  go  back  to  the  raw  material.  The  prime 
cost  of  all  articles  was  fixed  on  the  basis  of  1790, 
with  a  small  profit  allowed' on  each  operation. 
Every  dealer  who  had  been  in  business  a  year, 
and  had  left  off  or  diminished  his  trade,  was  de- 
clared suspected,  and  thrown  into  prison.  Con- 
sumers were  only  allowed  to  buy  from  retails, 
and  these  from  wholesale  dealers,  and  the  quantity 
which  each  might  purchase  was  fixed  by  law,  and 
it  was  only  obtainable  by  tickets,  delivered  by 
the  Revolutionary  Committee. 

28.  The  loans  levied  with  such  terrible  seve- 
rity, brought  in  large  contributions,  and  with  the 
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bther  sanguinary  laws,  respecting  trafficking  in 
Assignats,  nearly  restored  them  to  par  for  a  short 
peri^  at  the  close  of  1793.  Moreover,  it  was 
enacted  that  concealed  gold,  and  silver,  and  jewels, 
shonld  belong-— one  ha&  to  the  state,  and  the  other 
to  the  informer,  consequently  the  very  possession 
of  specie  made  them  suspected.  These  circum- 
stances made  it  reappear  in  circulation  fbr  a  short 
time.  Bnt  all  these  efforts  were  vain.  Produc- 
tion almost  ceased,  and  at  length  in  February, 
1794,  Paris  was  obliged  to  be  put  on  an  allowance 
of  meat.  The  quantity  fixed  was  seventy>five 
oxen,  150  quintals  of  mutton  and  veal,  and  200 
hogs  a  day.  At  first  no  one  was  allowed  to  have 
more  than  half  a  pound  of  meat  every  five  days, 
and  soon  afterwards,  the  Convention  decreed  a 

Sneral  fast  for  six  weeks,  with  regard  to  meat, 
eantime  the  creations  of  Assignats  continued 
with  unabated  rapidity.  By  A&y,  1794,  there 
were  nearly  six  milliards  in  circulation,  after  de- 
ducting those  which  had  been  returned  and  destroy- 
ed. In  June,  a  fresh  issue  of  1,105,000,000  was 
decreed;  and,  although  the  property  they  were 
based  upon,  was  estimated  at  15  milliards,  the 
Assignat  had  now  fallen  to  the  twelfth  part  of 
its  nominal  value. 

29.  At  length,  after  the  destruction  of  Robes- 
pierre and  the  reign  of  terror,  the  maximum  could 
be  maintained  no  longer,  and  was  abolished.  But 
the  question  of  the  depreciation  of  the  Assignats 
still  remained,  and  anxiously  engaged  the  atten- 
tion of  government.  Sales  of  public  property, 
forced  loans,  and  a  demonetization  of  the  paper 
were  all  attempted,  with  equal  ill  success.  Lot- 
teries with  fabulous  premiums,  and  no  risks, 
tontines,  and  all  sorts  of  plans  were  devised  to 
diminish  the  quantity  of  the  paper.  Prices  being 
released  from  an  arbitrary  law,  sprung  up  to  their 
natural  level.  But  the  enormous  expenditure 
constantly  required  fresh  issues,  which  tar  over- 
balanced any  efforts  made  to  reduce  them. 
Johannot,  the  Minister  of  Finance,  at  last  pro- 
posed the  only  possible  remedy,  to  return  to 
specie  as  the  only  measure  of  value,  and  to  reduce 
the  Assignats  to  their  value  in  specie.  But  the 
Convention  rejected  the  proposition  from  a  Re- 
publican horror  of  specie,  which  was  supposed  to 
nave  ruined  paper;  and,  because  the  English 
having  so  much,  were  supposed  to  be  able  to  make 
the  i^ignats  vary  at  pleasure.  Jean  Bon  St. 
Andr6  then  proposed  to  adopt  com  as  the 
standard,  so  that  any  person  who  owed  rent  or 
taxes  to  the  amount  of  1,000  francs,  at  a  time 
when  a  quintal  of  com  sold  for  ten  francs,  was  to 
pay  the  value  of  100  quintals  in  Assignats.  This 
proposal  was  rejected,  as  com  was  then  at  four 
times  its  usual  price,  and  several  other  plans  were 
also  rejected.  At  last  it  was  decreed  that  any  one 
might  have  the  national  domains  at  three  times 
the  price  in  Assignats,  at  which  they  were  in 
1790. 

30.  The  extraordinary  fluctuations  in  the 
value  of  the  Assignats  produced  a  vast  amount  of 
speculation,  or  agiotage.  In  the  space  of  an  hour 
the  price  sometimes  varied  from  150  to  210  livres 
for  the  huis  cT  or.  The  repeal  of  the  law  of  the 
maximum  produced  similar  speculation  in  other 
articles.  Every  one  bought  and  sold  bread,  meat^ 
grocery,  oil,  vegetables,  &c.,  and  the  garrets  and 
cellars  were  filled  with  goods  and  eatables,  in 
which  every  one  speculated.     White  bread  sold 


at  25  or  80fraacs  the  pound.  People  went  add 
bought  up  not  only  the  actual  produce  in  the 
country,  but  even  the  standing  crops,  and  herds 
of  cattle,  in  order  to  speculate  in  the  rise  of  prices. 
In  the  meantime  the  national  donuuns  had  been 
put  up  for  sale  as  decreed, — namely,  at  three  times 
in  Assignats  their  price  in  1790.  Hundreds  of 
offers  poured  in.  For  one  property  360  offers 
were  made,  for  another,  500.  This  great  success, 
however,  made  the  Convention  believe  that  they 
were  throwing  away  the  property  at  a  loss,  and 
the  decree  was  repealed. 

31.  Having  thus  abandoned  the  only  plan 
which  had  hitherto  seemed  to  promise  success  in 
reducing  the  depreciation  of  the  Assignat,  it  con- 
tinue to  get  worse.  The  Convention  then  hit 
upon  another  plan.  They  assumed  it  as  a  principle 
that  the  value  of  the  Assignat  must  depend  on  the 
quantity  in  circulation.  Thus,  if  an  article  cost 
one  franc  when  there  were  2,000,000,000  in  cir- 
culation, it  must  be  worth  two  francs,  when  there 
were  4,000,000,000,  and  three  when  there  wen 
6,000,000,000,  and  so  on.  A  scale  was  made 
taking  two  milliards  as  the  basis,  and  it  was  de- 
creed that  in  all  payments  in  Assignats  there 
should  be  added  one  fourth  for  every  500,000,000 
in  circulation.  But  the  government  were  unable 
to  apply  this  scale  to  all  transactions.  It  was  first 
adopted  in  the  payment  of  taxes  and  their  arrears. 
It  was  promised  to  the  public  functionaries  when 
their  numbers  were  reduced,  and  the  creditors  of 
the  state,  when  the  taxes  should  admit  of  their 
being  paid  in  the  same  scale.  The  landowners  in 
the  Provinces  were  the  only  ones  who  were  able 
to  make  their  tenants  pay  according  to  the  new 
scale.  In  May,  1795,  the  national  property  was 
estimated  at  16  milliards,  the  Assignats  created 
at  nearly  12  milliards,  of  which  only  8  milliards 
less  140,000,000  were  in  circulation.  The  sales 
of  the  national  domains  having  been  put  a  stop  to, 
there  was  nothing  to  check  the  depreciation  of  the 
Assignats.  In  a  few  montlis  the  issues  increased 
from  12  to  29  milliards,  and,  notwithstanding  the 
numbers  which  were  returned  and  cancelled,  there 
were  19  milliards  in  circulation,  or  in  nominal 
value,  £760,000,000  sterling.  The  public  function- 
aries could  no  longer  live  upon  their  salaries,  and 
resigned.  One-third  of  the  army  deserted.  When 
the  Directory  entered  upon  their  fnnctlKmsin  No- 
vember, 1795,  at  the  Luxembourg,  there  was  not 
a  piece  of  fturniture  in  it.  The  keeper  lent  them 
four  straw  chairs,  a  three-legged  table,  and  an  ink- 
stand. They  had  the  foresight  to  bring  with  them 
a  writing  desk,  and  letter  paper ;  there  was  not 
a  fiurthing  in  specie  in  the  treasury,  and  the  only 
means  of  payment  in  the  morning  were  the 
Assignats  which  were  printed  during  the  night. 
Such  was  the  condition  to  which  a  government 
entrusted  with  almost  unlimited  power  of  creating 
paper  money  was  reduced  to  I 

32.  The  Directory  devised  a  plan  of  raiBing  the 
value  of  the  paper  by  liquidating  it  at  one- 
thirtieth  of  its  value,  it  having  in  r^ty  fallen  to 
almost  the  300th  part  of  it.  This  plan,  however, 
was  rejected  by  the  Council  of  the  Ancients. 
They  then  proposed  a  forced  loan  of  600  millions 
in  real  value,  either  specie,  or  Assignats  at  their 
current  value.  This  was  adopted,  but  had  no 
better  success  than  the  former  plans,  and  in  1796 
the  issues  amounted  to  45  milliards,  and  a  milliard 
in  paper  was  only  reckoned  equal  in  reality  to  a 


ASS16KATS. 


ASSIGNATS. 


33 


jnillioD  in  specie,  though  the  quotations  never 
reached  that  depression.  That  is,  the  Assignat 
had  in  reality  fallen  to  the  thaiuandth  part  of  its 
nominal  yalne.  What  an  admirable  commentary 
upon  the  wisdom  of  the  theory  npon  which  they 
were  foonded,  that  if  they  only  represented  some 
article  of  solid  value  like  land,  their  value  could 
never  fall  below  that  of  gold  and  silver ! 

33.  Some  idea  of  the  terrible  fluctuation  in  the 
value  of  property  may  be  formed  when  we 
obaerve  the  rapidity  of  the  fall  in  value  of  the 
Assignat.  It  was  at  par  for  a  short  time  at  the 
end  of  1793,  that  is,  the  louis  d'or  was  at  25 
paper  livres.  Durini  1794  and  1795  it  went  on 
depreciating  till,  at  the  end  of  August,  the  louis 
d'or  was  worth  1,020  paper  livres.  During 
September  it  rose  gradually  to  1,200  livres; 
during  October,  to  3,600  livres,  at  which  level  it 
remained  during  Nov^nber.  In  December  it  rose 
to  5,100;  in  January,  1796,  to  5,400;  and  in 
February  to  8,600.  But  these  are  merely  the 
highest  quotations  in  each  month.  It  varied 
several  hundred  livres  in  the  same  day,  frequently 
500  livres  from  day  to  day,  and  on  some  occasions 
1,000  livres.  As  a  specimen,  we  may  say  that 
on  the  23rd  October,  1795,  the  louis  d*or  was 
quoted  at  1,690  livres ;  on  the  26th,  at  2,060 ;  on 
the  28th,  at  2,750 ;  on  the  30th,  at  3,650 ;  and  on 
the  3l8t  at  2,600.  The  prices  of  commodities 
followed  the  same  fluctuations.  In  two  months 
the  prices  of  coffee,  &c.,  rose  tenfold.  Even  in 
August,  1795,  an  ordinary  octavo  volume  sold  for 
375  francs. 

34.  The  Directory  at  length  saw  that  it  was 
necessary  to  do  somethiuff  effectual  to  bring  the  or- 
dinary transactions  of  life  from  being  mere  gam- 
bling. The  process  of  obtaining  land  for  Assig- 
nats  was  long  and  tedious,  and  it  was  determined 
to  shorten  and  simplify  it.  Accordingly,  a  new 
species  of  paper  was  devised,  which  were  named 
territorial  mamdats.  The  Assignats  were  secured 
on  some  particular  estates,  and  there  was  con- 
sequently much  difficulty  in  appropriating  them. 
The  mandate  were  created  at  the  rate  of  30  to  1, 
and  every  domain  was  to  be  delivered  without 
sale  by  auction,  or  any  other  formality  than  a 
were  prods  verbal^  to  any  one  who  tendered  in 
'•ttadaU,  a  sum  equal  to  twenty-two  years 
purchase  at  its  price  in  1790.  Mandaia  to  the 
imount  of  2,400,000,000  were  immediately 
created,  and  domains  to  that  amount  appropriated 
to  their  payment.  At  the  rate  of  30  to  1  it  was 
computed  that  the  quantity  of  Assignats  in  circula- 
tioD  were  equivalent  to  800,000,000  in  mandats. 
Six  hundred  millions  iflore  were  appropriated  to 
the  public  service,  and  1,200,000,000  were  to  be 
deposited  in  a  chest  with  three  keys,  to  be  taken 
out  by  decree  as  they  were  wanted.  It  was  then 
ordered  that  the  plates  of  the  Assignats  should  be 
pobllcly  broken  up,  and  destroyed,  on  the  19th 
Fcbmary,  1796,  in  the  Place  Vendome,  which 
was  accordingly  done. 

85.  These  mandats  were  created  on  the  26th 
Pentose,  or  15th  March,  1796,  and  they  were 
then  declared  the  legal  tender  of  the  Republic,  and 
«l  payments  were  directed  to  be  made  in  them. 
The  same  laws  against  selling  mandats  for  gold 
wd  silver,  as  against  Assignats  were  enacted,  and 
to  prevent,  if  possible,  speculation  in  the  value  of 
the  mandat,  the  exchange  was  shut  up,  just  as  if, 
^js  Thiers,  the  shutting  up  of  the  exchange 

rAax  I.    TOL  I. 


could  prevent  private  exchanges  from  springing 
up  by  thousands  elsewhere.  The  immediate  ne- 
cessities were  so  urgent,  that  the  government 
were  obliged  to  issue  promises  of  mandats,  until 
the  mandats  themselves  were  ready.  These  pro- 
mises soon  fell  to  a  heavy  discount,  and  the 
mandats  themselves  had  fallen  from  100  to  18 
francs  the  day  they  were  issued,  11th  April, 
1796.  It  took  some  time  to  make  the  necessary 
preparations  to  effect  the  sale  of  the  domains,  and 
it  was  spread  abroad  that  the  government  would 
refuse  to  part  with  them,  which  depressed  the 
mandats  still  more.  The  sales  were,  however,  at 
length  commenced,  purchasers  flocked  in,  and  the 
mandat  for  100  francs,  which  had  fallen  to 
fifteen,  gradually  rose  to  thirty,  forty,  and  some- 
times even  to  eighty  francs,  and  some  hopes  were 
entertained  that  the  financial  condition  would  be 
ameliorated. 

36.  But  these  hopes  were  illusory.  The 
existing  issues  of  Assignats  when  the  mandats 
were  created,  were  reckoned  equal  to  800,000,000 
of  mandats.  But  2,400,000,000  had  been  created. 
Consequently,  the  issue  of  mandats  was  only  the 
Assignats  under  another  name  and  form,  and  to 
issue  that  amount  of  mandats  was  merely  to 
triple  the  old  circulation  of  Assignats.  The  in- 
evitable consequence  followed,  the  mandat  soon 
fell  to  the  same  discount  as  the  old  Assignat. 
People  refused  them  altogether  in  private  tran- 
sactions, and  resorted  to  barter.  By  getting  rid 
of  such  a  circulating  medium  commerce  began  to 
regain  some  activity. 

37.  The  continued  issues  of  mandats  soon 
caused  them  to  fall  to  the  same  discount  as  the 
Assignats,  and  as  they  represented  thirty  Assi- 
gnats, it  followed  that  the  latter  had  fallen  to 
nearly  the  30,000th  part  of  its  nominal  value. 
The  government  then  refused  to  part  with  the 
national  domains  at  the  depreciated  value  of  the 
mandat.  In  the  meantime  the  destruction  of  the 
value  of  all  articles  had  allured  foreigners  to 
come  there  to  buy  them  at  a  low  price.  The 
unhappy  proprietors  were  too  glad  to  sell 
then*  most  costly  possessions,  their  pfctnres, 
statues,  wines,  and  precious  stones,  for  specie. 
Thus,  while  the  excessive  issues  of  paper  had 
driven  specie  out  of  the  country,  the  low  prices 
of  all  sorts  of  goods  brought  it  back  again,  as  is 
always  the  case  in  every  financial  crisis. 

38.  This  second  species  of  paper  currency 
having  thus  hopelessly  failed,  the  government 
were  at  last  driven  to  the  only  resource  that  re- 
mained. On  the  16th  July,  1796,  the  paper 
currency  was  destroyed  at  a  blow.  It  was 
decreed,  that  thenceforth  any  one  might  make 
what  bargains  he  pleased,  and  in  what  currency 
he  pleased.  That  the  mandats  should  be  taken 
in  future  only  for  their  value  in  specie,  and  that 
this  value  should  be  nublished  daily  at  the 
treasury,  and  the  remainder  of  the  public  domains 
were  ordered  to  be  sold  for  mandats,  at  their 
current  value. 

39.  Thus,  at  length  the  whole  system  was  de< 
stroyed  and  specie  immediately  reappeared  in 
circulation,  and  in  the  space  of  about  twelve 
months  was  entirely  and  permanently  restored 
to  the  country,  without  the  least  disturbance  or 
inconvenience.  The  maximum  was  swept  away. 
The  n^w  revolutionary  proprietors  settled  down 
quietly  with  such  as  remained  of  the  old  ones,  tlie 

c 


34 


ASSIGNATS. 


ATELIEKS  NATIONAUX. 


freedom  of  commerce  was  restored,  and  social 
order  returned,  and  this  paper  currency,  after 
having  effected  a  greater  revolution  in  property, 
and  having  been  the  cause  of  greater  misery,  than 
was  ever  concentrated  into  so  small  a  space  of 
time,  finally  disappeared. 

40.  Such  is  merely  a  short,  and,  in  many  re- 
spects, a  very  imperfect  sketch  of  the  actual 
effects  of  one  of  the  most  subtle  and  plausible 
theories  of  currency,  but  one  which  has  numerous 
believers  at  the  present  day.  Nor  is  it  possible 
to  shew  its  radical  error  without  adopting  the 
fundamental  conception  of  the  nature  and  func- 
tions of  a  currency  which  we  have  proposed  else- 
where. (CuBBBNCY.  Mokbt).  Wc  may  observe 
that  the  speeches  of  those  members  of  the 
Assembly,  who  supported  the  issues  of  the 
Assignats,  and  who  scouted  all  ideas  of  the  pos- 
sibility of  their  depreciation,  were  received  with 
enthusiastic  applause,  while  those  of  the  wiser 
ones,  who  opposed  them,  and  clearly  predicted 
their  mischievous  consequences,  were  received 
either  with  a  dead  silence,  or  disapprobation.  So 
utterly  unfit  is  a  popular  assembly  to  decide  upon 
a  scientific  question.  Nor  are  we  to  attribute 
this  only  to  the  revolutionary  assembly  of  France. 
All  the  phenomena,  only  on  a  diminished  scale, 
exhibited  by  the  Assignats,  were  reproduced 
twenty  years  later,  by  the  paper  issues  of  the 
Bank  of  England,  ^nd  the  very  same  fallacies, 
which  found  so  much  favour  in  the  French 
Assembly,  were  reproduced,  and  found  equal  favor 
in  our  own  House  of  Commons  in  1811  and  1812. 
Nay,  the  House  of  Commons  greatly  out- did  the 
French  Assembly  in  absurdity,  for  it  came  to  a 
solemn  vote  that  when  it  required  a  £1  note  and 
seven  shillings  to  purchase  a  guinea,  that  the  £1 
note  was  still  equal  to  twenty  shillings,  whereas 
the  depreciation  of  the  Assignat  was  always  ac- 
knowledged, and  deplored  in  the  Convention,  and 
strenuous  exertions  were  made,  however  unsuc- 
cessfully, to  bring  it  to  par.  We  shall,  in  other 
parts  of  this  work,  bring  forward  other  instances 
of  this  theory  of  currency  having  been  adopted, 
with  similar  results. 

ASSOCIATION.  See  Company. 
ASSITBANCE.    See  Insuravcb. 

ATELIERS  NATIONAUX.— We  have  it  from 
the  highest  authority  that  the  poor  will  never 
cease  from  off  the  earth,  and,  in  truth,  in  all 
densely  peopled  countries,  the  question  of  the 
poor  is  one  of  vital  importance.  No  institutions, 
however  ancient  or  excellent  in  theory,  no  property 
can  be  secure  in  a  country  where  there  is  a  great, 
fierce  mass  of  starving  populace.  There  is  no 
surer  cause  of  revolution  than  physical  misery. 
The  question  of  the  poor  has  been  of  transcendant 
importance  in  England,  ever  since  the  days  of 
Henry  VIII.,  and,  although  the  evils  of  the  old 
Poor  Law  became  at  last  intolerable,  and  unques- 
tionably greatly  aggravated  the  very  evil  they 
were  intended  to  relieve,  there  can  scarcely  be 
any  doubt  that  it  contributed  greatly  to  re- 
move one  chief  cause  of  political  turmoil.  It  was 
certainly  a  heavy  price  to  pay,  but  it  is  not  easy 
to  see  how  the  country  could  have  escaped  a  revo- 
lution, if  a  large  mass  of  starving  pauperism  had 
been  added  to  all  the  other  inflammatory  elements 
during  the  fever  of  the  Revolutionary  war.    That 


all  laws  of  this  nature  strictly  belong  to  Socialism; 
and  are,  therefore,  violations  of  Political  Economy, 
is  true,  but  in  this  case  it  is  a  choice  of  evils,  and 
some  sort  of  a  law  of  this  kind  seems  to  be 
absolutely  essential  for  the  peace  of  society.  The 
question  then  seems  to  be,  to  devise  the  least 
obnoxious  form  of  a  necessary  evil. 

2.  Tlie  question  of  the  poor  has  been  of  not 
less  importance  in  France,  than  in  England,  es- 
pecially since  the  revolution  of  1789,  when  the 
religious  establishments  were  swept  away,  and  no 
ef9cient  substitute,  like  that  of  the  English  Poor 
Law,  was  provided.  The  mode  in  which  the 
question  has  been  dealt  with  in  that  country,  is 
an  example  of  the  immense  practical  consequences 
that  may  flow  from  a  slight  difference  in  two  ex- 
pressions, both  springing  from  the  same  funda- 
mental idea. 

3.  Although  any  one  capable  of  reasoning 
must  know,  that  the  unequal  distribution  of  pro- 
perty is  a  matter  of  inevitable  necessity,  and 
cannot  possibly  be  avoided,  yet,  at  any  given  time 
of  great  public  distress,  it  is  sure  to  excite  the 
strongest  jealousy  in  the  minds  of  the  starving 
poor,  and  be  regarded  by  them  as  iniquitous.  It 
is  useless  at  such  times  to  say,  that  if  an  equal 
division  were  made  of  all  the  property  in  the 
country,  by  the  end  of  a  week,  the  able,  the  strong, 
and  the  industrious,  would  have  got  possession  of 
the  property  of  the  idle,  the  profligate,  and  the 
weak,  and  the  differences  would  soon  be  as  great 
as  ever.  What  they  want,  at  such  times,  is  in- 
stant relief,  and  if  it  is  not  given  them,  the  cer- 
tainty is  that  they  will  seize  it  by  force. 

4.  It  has  then  been  found  absolutely  necessary  to 
concede  this  point,  that  all  persons  in  this  country 
have  a  legal  right  to  subsistence,  and  that  the 
maintenance  of  the  people  is  the  first  charge 
upon  the  industry  of  the  nation.  But  the  right 
of  subsistence  draws  with  it  the  correlative  right 
of  demanding  work  in  exchange  for  this  main- 
tenance. 

5.  So  far,  therefore,  it  is  impossible  to  deny 
that  the  English  law  and  the  socialist  doctrine 
proceed  pari  passu.  The  difference  consists  in 
the  turn  of  a  sentence.  The  Socialist  theory 
demands  that  the  work  provided  for  the  workmen 
shall  be  such  as  they  are  accustomed  to,  that  is, 
it  shall  be  such  as  the  recipient  pleases,  the  prin- 
ciple of  the  English  law  is,  that  it  shall  be  such 
as  thec^'v^r  pleases. 

6.  Tlie  old  system  of  Poor  Law,  with  its  system 
of  parish  allowances,  &c.,  made  a  very  near 
approach  to  the  SociaUst  doctrine;  (Pooa  Law). 
But  the  essential  distinction  between  the  New 
Poor  Law  and  the  Socialist  theory  consists  in  this, 
simply  that  the  work  provided  for  the  recipient 
of  relief  is  such  as  the  giver  pleases,  and  not  such 
as  he  pleases. 

7.  It  is  stated  by  M.  M.  Cocquelin  and  Leon 
Faucher  in  two  valuable  articles  on  the  Ateliers 
Natianaux  and  the  Droit  an  Travail^  in  the  Die- 
Honnairede  T Economie Politiqueyttom  which  much 
of  the  following  information  is  derived,  that  so  far 
back  as  1545  edicts  had  been  issued  directing 
the  establishment  of  public  workshops  for  the 
unemployed.  And  ordinances  were  issued  in 
1685,  1699,  and  1709,  for  the  regulation  of  these 
workshops.  Louis  XVI.  exerted  himself  to  ex- 
tend this  mode  of  relief  throughout  the  kingdom, 
and  endeavoured  to  encourage  the  establishmeut 
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or  public  works  in  each  province,  daring  the  dead 
season,  bj  privileges. 

8.  In  1790  the  pablic  troubles  caused  the  closing 
of  numerons  private  establishments,  and  threw  an 
immense  number  of  workmen  oat  of  employment. 
Vast  public  workshops  were  opened  in  the  neigh- 
bonrhood  of  Paris,  in  which  the  men  were  em- 
ployed on  earthworks,  and  women  and  children 
m  spinning.  Beside  that,  90,000  francs  were  put 
at  the  disposal  of  each  department,  to  employ  the 
poor,,  on  a  similar  plan  to  that  adopted  at  Paris. 

9.  The  Constitution  of  1791  decreed,  among 
the  guarantees  given  to  the  citizen,  *'  that  there 
should  be  created  and  organized  a  general  es- 
tablishment of  public  assistance  to  bring  up 
foundlings,  to  relieve  the  infirm  poor,  and  to 
furmsh  work  to  able-bodied  poor,  who  could  not 
procure  it  for  themselves.**  But  this  never  could 
be  efficiently  carried  out  Notwithstanding  the 
assistance  that  was  given,  the  misery  of  the  poor 
went  on  increasing,  and  more  and  more  work- 
shops were  every  day  closed. 

10.  The  Constitution  of  1793  was  more  ex- 
plicit still  in  its  declaration.  It  said  that  ^^  pub- 
lic relief  is  a  sacred  duty.  Society  owes  sub- 
sistence to  unfortunate  citizens,  either  in  pro- 
curing them  work,  or  in  assuring  the  means  of 
existence  to  those  who  are  not  in  a  condition  to 
work.**  This  abortive  Constitution  maintained 
the  doctrine  that  the  State  was  bound  to  find 
enough  work  for  all  its  members,  as  should 
taMe  them  to  support  themselves. 

11.  This  doctrine  was  dropped  out  of  the 
succeeding  constitutions,  but  the  Ateliers  de 
ehariU  survived ;  and  the  law  of  the  24  Vend^- 
miare,  year  XII.,  contains  very  minute  and 
precise  regulations  for  them,  but  it  had  no 
greater  success  than  the  former  attempts.  Ba- 
heuf  drew  irom  it  his  principle  of  the  community 
of  goods;  and  it  sank  deep  in  the  minds  of  the 
people,  and  has  formed  one  of  the  principal 
articles  of  the  Socialist  creed.  M.  L^n  Faucher 
quotes  from  Fourier  the  following  passage,  which 
contains  the  enunciation  of  the  principle  of  the 
droit  au  traoaU.  ^Scripture  tells  us  that  God 
condenmed  the  first  man  and  his  posterity  to 
work  with  sweat  on  their  brows ;  but  he  has  not 
condemned  us  to  be  deprived  of  that  work  on 
which  our  subsistence  depends.  We  can  then, 
in  accordance  with  the  rights  of  man,  request 
philosophy  and  civilization  not  to  deprive  us  of 
that  resource,  which  €rod  has  left  us  at  the 
worst,  and  as  a  chastisement ;  and  to  guarantee 
to  OS  the  rwhl,  and  the  kind  of  labor^  to  which  we 
have  been  &oaght  up.  We  have  now  passed  the 
time  to  cavil  at  the  rights  of  man,  without  thinking 
of  recognizing  the  most  important  of  all,  without 
which  the  others  are  nothing.  What  a  shame  to 
the  nations  who  think  themselves  clever  in  social 
politics  I  Ought  one  not  to  dwell  upon  such  a 
shameful  error,  to  study  the  human  mind  and 
the  mechanism  of  society,  which  gives  to  man  all 
his  natural  rights,  of  which  civUization  cannot 
guarantee,  or  i^mit  the  prineipal  one,  the  droit  au 
trawtUf"* 

12.  This  newly  discovered  right  of  humanity, 
however,  made  little  progress  in  public  opinion, 
beyond  a  small  school,  for  a  considerable  time, 
▼hich  all  its  advocates  acknowledge  to  be  abso- 
lutely incompatible  with  the  rights  of  property 
and  the  existing  oi^anization  of  society.     At  the 


revolution  of  1830  these  Ateliers  de  charite  were 
tried  again,  with  similar  results. 

13.  During  this  time,  this  expression  of  the 
droit  au  travail  had  been  working  its  way  in  the 
public  mind.  Several  persons,  whose  names  are 
more  or  less  notorious,  Considerant,  Cabet, 
Proudhon,  St.  Simon,  Louis  Blanc,  had  been 
busying  their  brains  with  schemes  to  ameliorate 
the  organization  of  society,  and  when  the  catas« 
trophe  of  1848  took  place,  brought  about  in  a 
great  measure  by  the  sufferings  from  want  of 
work  of  the  populace  of  Paris,  the  Socialist  party 
had  a  grand  opportunity  of  trying  the  practical 
effects  of  their  ideas. 

14.  The  revolution  of  1848  proclaimed  the 
droit  au  travaiL  On  the  26th  February  the 
following  decree  was  placarded  on  the  walls  of 
Paris : 

"The  provisional  government  of  the  French 
Republic,  engages  to  guarantee  the  existence  of 
the  laborer  by  work, 

"  It  engages  to  guarantee  work  to  all  the  citi- 
zens. 

"  It  acknowledges  that  the  workmen  ought  to 
associate  among  themselves,  to  enjoy  the  legiti- 
mate profits  of  their  work." 

15.  M.  Louis  Blanc  declares  that  this  decree 
was  forced  upon  the  provisional  government  by  a 
workman,  deputed  by  the  people  to  insist  upon 
the  recognition  of  ttie  principle  of  the  droit  au 
travail,  by  the  Government.  Some,  however, 
shrewdly  suspect  that  this  alleged  workman  was 
nothing  more  than  an  agent  of  some  of  the  provi- 
sional government,  to  coerce  their  unwilling  col- 
leagues. Be  that  as  it  may,  the  "  organisation 
du  travail "  was  decreed.  A  decree  of  the  28th 
February  says, 

"  Considering  that  the  revolution  made  by  the 
people,  should  be  made  for  them. 

"  That  it  is  time  to  put  an  end  to  the  long  and 
unjust  sufferings  of  the  workmen. 

"  That  the  question  of  work  is  of  great  impor- 
tance. 

"  That  there  is  none  higher  or  more  worthy  the 
attention  of  a  republican  government. 

"  That  it  belongs  above  all  to  France  to  study 
deeply,  and  resolve  a  problem  now  proposed  to 
all  the  industrial  populations  of  Europe. 

^*  That  it  ought  to  resolve,  without  the  least 
delay,  to  guarantee  to  the  people  the  legitimate 
tmits  of  their  work. 

"  The  provisional  Government  of  the  Republic 
decrees: — 

"A  permanent  commission,  to  be  called  the 
Committee  of  the  Oovemment  for  the  tvorhmeny 
will  be  immediately  named,  with  the  express  and 
special  duty  of  attending  to  their  condition.** 

16.  In  accordance  with  this  decree,  a  commit- 
tee was  appointed,  with  M.  IjOuIs  Blanc  at  its 
head,  and  installed  in  the  Luxemburg ;  to  carry 
out  the  Utopian  scheme  of  finding  work  for  every 
body.  But  one  result  could  ensue.  It  aggra- 
vated the  miseiT,  distress,  and  disorganization  of 
labor  tenfold.  The  inflammatory  proclamations 
that  emanated  from  the  Luxemburg,  destroyed  all 
the  remaining  relations  that  existed  between  the 
private  masters  and  their  workmen.  In  a  great 
number  of  establishments,  masters  and  workmen 
had  come  to  a  voluntary  agreement,  as  to  the 
quantity  and  hours  of  work,  and  the  rate  of  wages 
The  reckless  folly  of  these  charlatans  upset  all 
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these  arraDgements.  They  were  forbidden  by 
dcCTee  to  enter  into  such  engagements.  Nor  did 
their  meddling  stop  there.  They  not  only  regu- 
lated the  forms  in  which  work  was  to  be  conducted, 
and  paid  for,  but  also  its  hours.  A  decree  ordered 
that  a  day's  work  should  not  exceed  ten  hours, 
in  all  trades  throughout  France.  Haying  thus 
disordered  all  the  relations  between  capitalists 
and  workmen,  they  threatened  to  appropriate  all 
the  manufactories  to  the  use  of  the  State.  The 
masters  and  contractors,  in  despair,  requested  the 
Government  to  take  all  their  works  off  their 
hands.  The  committee  told  them  they  would, 
and  pay  them  a  large  indemnity ;  but  as  they  had 
no  means  of  doing  so  at  that  time,  it  must  be 
taken  out  of  the  resources  of  the  future.  The 
StAte  would  give  them  obligations  bearing  inter- 
est, secured  on  the  value  of  the  establishments 
given  up)  and  payable  in  annuities,  or  by  in- 
stalments. 

17.  The  government,  by  thus  meddling  with 
private  contracts,  soon  put  all  social  order  in  dan- 
ger. It  wanted  to  appropriate  to  itself  all  banks, 
all  credit,  all  insurance  companies,  and  railroads. 
Instead  of  a  remedy  being  provided  for  the  exist- 
ing distress,  it  was  aggravated  a  thousand  fold. 
Instead  of  the  existing  want  of  work  being  pro- 
vided for,  a  universal  stoppage  took  place.  The 
Government  were  then  driven  to  organize  the 
Ateliers  nationaux  in  which  the  State  was  to  be 
the  universal  employer,  and  all  the  beautiful 
theories  of  communism  were  to  be  inaugurated. 
All  employments  were  to  be  regulated  on  the 
same  scale,  and  all  wages  were  equal.  Of  course 
the  whole  mass  of  workmen  and  paupers  rushed 
to  them.  The  right  of  labor,  if  claimed  as  a  right, 
was  no  where  considered  as  a  duty.  Every  one 
was  admitted  indiscriminately.  The  numbers 
were  never  exactly  ascertained.  But  while  they 
did  not  exceed  6,000  in  March,  they  were  consi- 
dered to  be  not  less  than  110,000  in  June,  when 
the  whole  resources  of  society  being  fast  devoured, 
they  were  obliged  to  be  broken  up  at  the  expense 
of  the  terrible  insurrection  of  June ;  a  heavy  and 
conclusive  price  to  pay  for  the  solution  of  an 
economic  question. 

18.  It  might  have  been  thought  that  with  this 
terrible  experience  before  their  eyes,  the  French 
assembly  would  have  been  effectually  cured  of 
this  fatal  doctrine  of  the  droit  an  travail,  and  yet 
on  the  20th  June,  1848,  only  three  or  four  days 
before  one  of  the  most  sanguinary  civil  combats 
on  record  broke  out,  the  constitution  read  from 
the  tribune  by  M.  Marrast,  sanctions  and  confirms 
in  the  most  explicit  terms  the  doctrines  of  the 
Luxembourg.  Article  7  says,  "The  droit  au 
travail  is  that  which  every  man  has  to  live  by,  his 
work.  Society  is  bound  by  all  the  productive 
and  general  means  it  can  dispose  of,  and  which 
will  be  organized  hereafter,  to  furnish  work  to 
able  bodied  men  who  cannot  get  it  for  themselves 
otherwise."  Article  9  says,  "  The  right  of  relief 
is  that  which  belongs  to  foundlings,  to  infirm  or 
old  pea-sons,  to  receive  from  the  State  the  means 
of  existence."  And  Article  182  says,  "The 
essential  guarantees  of  the  droit  au  travail  are,  the 
freedom  of  labor,  voluntary  association,  equality 
in  the  relations  between  masters  and  workmen, 
gratuitous  instruction,  professional  education,  pro- 
vident institutions,  and  those  of  credit,  the  under- 


taking by  the  state  of  great  works  of  public 
utility,  for  the  purpose  of  employing  the  persona 
thrown  out  of  work  during  a  stoppage." 

19.  The  committee  on  the  constitution  adopted 
the  doctrines  of  the  right  of  instruction,  the  droit 
au  travail,  and  the  right  of  relief;  that  is,  of  the 
universal  meddling  of  the  State  in  all  the  concerns 
of  private  life.  Nay,  after  the  events  of  June, 
eight  bureaux  out  of  fifteen  admitted  the  docti-ine 
of  the  droit  au  travail.  Public  opinion,  however, 
was  roused  by  this  incredible  folly,  and  some 
modification  was  made  in  the  extreme  terms. 
The  reporter  to  the  commission,  M.  Marrast,  said, 
(we  quote  M.  L^n  Faucher,)  "  This  expression 
^the  droit  au  travail,)  has  appeared  equivocal  and 
aangerous;  some  fear  that  it  is  only  a  preminm 
upon  idleness  and  debauchery,  some  fear  lest  the 
legions  of  workmen,  giving  to  this  right  a  meaning 
which  it  does  not  bear,  should  arm  themselves  as 
by  a  right  of  insurrection.  To  these  important 
objections  they  add  another  more  considerable ;  if 
the  State  engages  to  furnish  work  to  all  those  ^who 
want  it  from  any  cause,  it  ought  to  supply  to  each 
the  kind  of  work  he  is  accustomed  to.  The  State 
would  then  become  a  manufacturer,  a  merchant, 
a  great  or  smidl  producer.  Charged  with  the  neces- 
sities of  all,  it  ought  to  have  a  monopoly  of  all 
industry.  Such  are  the  terrible  things  they  see 
in  our  expression  of  the  droit  au  travail,  and 
because  it  can  bear  meanings  so  contrary  to  onr 
intention,  we  wish  to  make  our  intention  more 
clear  and  precise,  by  substituting  for  the  right  of 
the  individual  the  duty  imposed  upon  society. 
The  form  is  changed,  the  thing  remains  the  same.** 

20.  The  modification  proposed  did  not  touch 
the  nature  of  the  thing  at  all.  The  clause  stood 
thus  in  the  amended  constitution:  "Society  is 
bound  to  protect  the  citizen,  in  his  person,  his 
family,  his  religion,  his  property,  his  work,  and 
bring  to  every  one's  door  the  education  which  is 
indispensable  to  every  one.  It  owes  subsistence 
to  necessitous  citizens,  either  in  procuring  them 
work  within  the  limits  of  its  resources,  or  in 
giving,  in  the  event  of  his  family  not  being  able  to 
do  so,  the  means  of  existence  to  those  who  are  not 
in  a  condition  to  work." 

21 .  Many  of  the  speakers  in  the  debate  pushed 
the  doctrine  to  its  extreme  limits,  and  even^  its 
adversaries  scarcely  ventured  to  call  it  in  question. 
The  opposition  to  it  was  embodied  in  an  amend- 
ment by  M.  Blais-Bizoin,  in  these  words :  "The 
Republic  recognizes  the  right  of  all  its  citizens  to 
existence  by  labour,  and  to  relief"  but  only  187 
out  of  783  could  be  found  to  support  this  amend- 
ment. After  a  long  combat  of  words  the  doctrine 
finally  adopted  was  thus  expressed:  "The 
Republic  is  bound,  by  a  fraternal  assistance,  to 
insure  means  of  existence  to  necessitous  citizens, 
either  in  procuring  them  work,  within  the  limits 
of  its  resources,  or  in  giving  during  the  inability 
of  the  family,  relief  to  those  who  are  not  in  a  con- 
dition to  work." 

22.  Afl»r  giving  these  details,  we  shall  not 
further  pursue  the  account  of  the  Socialist  doc- 
trines here,  which  will  be  fully  considered  here- 
after—(SociixisM).  We  shall  merely  say  a  few 
words  with  reference  to  the  droit  au  travail  We 
must  never  fail  to  remember  in  criticising  the 
errors  of  our  neighbours,  that  the  very  same  fiilse 
principles  infected  the  legislation  of  our  own 
country  till  very  recent  times.    The  old  poor  law 
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with  its  system  of  parish  allowances,  making  up 
the  wages  of  labour  to  a  certain  arbitrary  amount, 
out  of  the  property  of  the  ratepayers,  was  the  very 
same  doctrine,  and  was  last  devouring  the  pro- 
perty of  the  country.  And  if  it  did  not  produce  the 
same  appalling  results  as  it  did  in  France,  the 
reason  appears  to  be  that  in  England  it  was 
chiefly  applied  in  agricultural  districts,  where  the 
population  were  scattered,  and  there  was  more 
control  over  them,  and  they  were  not  able  to  com- 
bine so  readily  as  the  French  workmen.  The 
poison,  therefore,  was  more  diffused.  But  in 
France  the  doctrine  was  applied  to  large  masses 
of  town  workmen,  who  were  all  concentrated  into 
one  body  of  inflammable  materials,  without  the 
possibility  of  exacting  any  work  from  them. 

23.  Moreover  the  system  of  protection,  which 
80  long  prevailed  in  this  country,  was  only 
another  form  of  Socialism.  The  droit  au  travail 
is  the  right  of  the  workman  to  have  sufficient 
work  and  wages  provided  for  him  by  the  State, 
out  of  the  means  of  society, — ^it  is  the  Socialism  of 
the  workmen.  The  system  of  protection  is  the 
right  to  have  remunerative  profits  provided  for 
the  producer  by  law,  out  of  the  means  of  society, 
— ^it  is  the  Socialism  of  Capitalists.  All  these  are 
parts  of  one  vicious  circle.  In  fact,  Protection 
and  Socialism  are  incompatible  with  the  rights  of 
property.  If  manufacturers  or  agriculturists 
can  compel  me  to  pay  ten  shillings  extra  for  any 
commodities  I  may  require,  beyond  what  I  could 
get  them  elsewhere,  in  order  to  provide  them  with 
arbitrary  profits,  what  difference  in  principle  is 
there  between  that  and  the  workman  who  main- 
tains the  droit  au  travail,  when  I  must  employ 
him  and  pay  him  wages  when  I  don't  want  any- 
thing he  can  produce?  The  two  things  are 
identical. 

24.  In  fact,  if  the  droit  au  travail  is  an  ad- 
missible principle  at  all,  it  cannot  bo  restricted  to 
handicraftsmen.  If  the  shoemaker  is  entitled  to 
call  upon  the  State  to  provide  him  with  shoes  to 
make,  when  there  are  no  feet  to  wear  them ;  if  the 
mason  h  to  call  upon  the  State  to  employ  him  to 
build  houses,  when  there  is  no  one  to  live  in  them ; 
if  the  tailor  can  call  upon  the  State  to  pay  him 
to  make  endless  coats,  when  there  are  no  backs 
to  be  covered — ^why,  the  same  law  is  good  for  the 
lawyer,  the  doctor,  the  artist,  the  author,  the 
editor.  Every  man  who  chooses  to  adopt  the  law 
as  a  profession,  should  have  a  certain  number  of 
briefe  deposited  by  the  State  every  morning  upon 
his  break&st  table ;  every  painter  should  l^  com- 
missioned to  paint  endless  Madonnas;  every 
sculptor  should  be  employed  to  produce  perpetual 
Apollos ;  every  author  should  have  a  certain  num- 
to  of  copies  of  his  work  ordered  by  the  State, 
which  criminals,  perhaps,  might  be  sentenced  to 
read ;  every  editor  should  have  a  certain  number 
of  copies  of  his  paper  ordered  by  the  State ; 
though  it  might  be  somewhat  of  a  puzzle  to  apply 
this  rule  to  medical  men,  as  it  is  not  easy  to  see 
how  the  State  could  provide  patients  at  will. 

25.  But  it  may  be  said  that  the  English  law 
admits  the  right  to  relief,  and  the  duty  to  labor, 
or,  in  fact,  to  demand  labor.  Is  not  this  then  a 
form  of  Socialism  P  What  is  the  difference  between 
that  and  the  droit  au  travail  f 

26.  It  must  be  admitted  that  the  English  prin- 
ciple of  allowing  the  right  to  demand  labor  and 
relief  if  a  form  of  Sooalism,  which  it  has  been 


found  necessary  to  permit,  in  order  to  avoid  greatc  r 
evils,  and  we  may  point  out  what  is  the  essential 
distinction  between  the  English  and  French  droit 
au  travail. 

27.  The  French  doctrine  demands  that  work 
shall  be  found  for  the  workmen  of  the  nature  they 
are  accustomed  to.  Now,  why  is  it  that  the  work- 
men in  any  particular  trade  are  in  distress  ?  It 
is  because  there  is  not  a  sufficient  demand  for  their 
labor.  In  fact,  because  that  sx)ecies  of  labor  is 
overabundant.  All  commercial  difficulties  arise 
from  over  production,  in  one  form  or  another,  and 
never  from  under  production.  And  all  commercial 
difficulties  may  be  reduced  to  this  general  ex- 
pression, that  traders  have  provided,  or  got  on 
hand,  too  much  of  some  commodity  than  is  suitable 
to  the  circumstances  of  the  time.  And  this  is 
equally  true,  whether  it  arises  from  incautious 
speculation  in  that  particular  article,  or  whether 
it  arises  from  some  great  deficiency  in  some  great 
staple  article,  as  food  for  instance.  Because,  if 
through  a  great  deficiency  of  food,  the  price  of  it 
rises  very  high,  and  takes  away  the  custom  from 
other  articles  of  commerce,  which  lowers  their  price, 
and  injures  their  holders,  still  the  same  general 
expression  is  true,  that  they  are  brought  into 
trouble  by  having  more  of  certain  commodities, 
than  is  suitable  to  the  circumstances  of  the  time. 
And  this  is  over  production,  no  matter  from  what 
cause  it  arises.  To  provide  more  of  any  article, 
then,  that  is  already  over  abundant,  can  only  ag- 
gravate the  evil.  What  is  really  wanted  is  more 
demand.  Consequently,  the  only  result  which 
those  who  produce,  by  extraneous  assistance,  more 
than  is  wanted,  can  effect,  is  to  f^gravate  and 
extend 'Still  further  the  area  of  suffering,  and  to 
reduce  those  who  can  maintain  themselves,  to  the 
same  state  as  those  who  are  already  dependent 
on  the  public. 

28.  Consequently,  if  the  right  to  labor  be  ad- 
mitted, which  it  is  in  this  country,  it  is  indis- 
pensably necessary  that  the  work  provided 
should  be  of  some  nature  wholly  different  from 
the  workman*s  usual  occupation,  and,  indeed,  it 
ought  to  be  work  which  does  not  come  into  com- 
petition with  any  independent  workman.  These 
remarks  apply,  of  course,  chiefly  to  the  ordinary 
trades,  where  articles  are  exposed  to  sale.  The 
least  exceptionable  form  of  public  works,  are 
those  which  increase  the  demand  for  work,  but 
do  not  increase  the  quantity  of  any  article  for 
sale.  But  even  these  are  open  to  the  grave  ob- 
jection of  attracting  large  bodies  of  men  into  them, 
much  beyond  what  would  naturally  be  the  case,  if 
all  employments  were  left  to  the  natural  law  of 
supply  and  demand.  And  then  having  thus 
attracted  these  large  bodies  of  men,  unless  the 
artificial  stimulus  is  constantly  maintained,  they 
are  full  of  peril.  There  can  be  no  doubt  that 
most  of  those  marvellous  improvements  in  Paris, 
which  have  been  effected  within  thelast  few  years, 
spring  from,  the  stem  necessity  of  finding  some 
employment  for  Ihe  people.  They  are,  in  fact, 
in  many  respects  only  a  substitute  for  a  poor  law. 
When  some  English  are  somewhat  a  little  too 
inclined  to  be  enamoured  with  despotism,  and 
grumble  at  the  slow  and  cumbrous  movements  of 
a  constitutional  machine,  they  may  perhaps  re- 
member the  perilous  condition  that  exists,  of  main- 
taining these  multitudes  by  new  expedients. 
(PooK  Laws.    Sociamsm.) 
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PHILIBEBT,— Bom  at  Paris,  2nd  April,  1765. 
He  began  to  study  law,  but  abandoned  it  for 
politics.  He  attached  himself  to  the  Jacobins, 
for  which  he  had  to  fly.  He  retired  to  Caen,  and 
joined  the  Girondins;  he  was  afterwards  arrested 
and  brought  to  Versailles.  Under  the  Directory 
he  obtained  diplomatic  employment,  and  he  after- 
wards held  several  appointments  in  the  ephemeral 
kingdom  of  Westphalia.  His  literary  works  are 
very  numerous,  comprising  frequent  contribu- 
tions to  various  i)eriodicals  and  encyclopaedias. 
He  opposed  some  of  the  doctrines  of  Malthus. 
He  aftierwards  fell  into  great  poverty,  and  though 
he  received  a  small  pension  from  government,  he 
died  in  a  public  hospital,  in  June  1849. 

Recherches  sur  les  vraies  causes  de  la  misere  et 
de  la  felicite  puhliffue ;  oUt  de  la  population  etdes 
subsistences.    Paris,  1815. 

Essai  sur  les  colonies  militaires  de  la  Russie, 
Paris,  1826. 

Essai  sur  VAlgSrie,  consideree  comme  colonxe^ 
et  sous  le  rapport  de  la  politique  intSrieure  et  ex- 
tSrieure  de  la  France, 

Essais  d economic  puhlique  et  soeiale, 

AUBEET  DU  PETIT-THOUAES.— Member 

of  the  Council-General  of  the  Department  of  the 
Indre-et-Loire. 

Plan  dune  6gale  repartition  de  Vimpat  fonder 
entre  les  departements,  les  arrondissements,  les 
communes  et  les  contribuables^  et  moyen  de  re- 
connaitre  le  revenue  territorial  de  la  France^  et  la 
quotite  de  Vimpot  relativement  a  ce  revenue.    1802. 

AUBUSSON,  Lb  Vicomtb  D\ 

Models  dCun  nouveau  ressort  d  Sconomte  politi- 
que; OK,  Projet  dune  nouveUe  espece  de  betnque, 
qu*on  pourra  nommer  Banque  ruraie.  Amsterdam, 
1772.    G. 


AUCKLAND,  LOBD.    See  Edbv,  Wiujav. 

AUDIFFBET,  MABQUIS  V,  —  Was  bom 

at  Paris,  10th  October,  1787.  He  filled  several 
subordinate  offices  in  the  Financial  Department  of 
the  Government,  and  was  appointed  President  of 
the  Court  of  Accounts  in  1830,  and  Peer  of 
France  in  1837,  and  President  of  the  Com- 
missioners of  the  Sinking  Fund.  He  organised 
and  effected  great  reforms  in  the  system  of  public 
accounts. 

Examen  des  revenue  publics.    Paris,  1839. 

Systeme  financier  de  la  France.    Paris,  1840. 

Le  Budget    Paris,  1841. 

La  liberation  de  la  propriStS^  ou  Reforme  de 
V administration  des  imp^  directs^  et  des  hypo- 
thiques.    Paris,  1834. 

La  crise  fmanciere  de  1848.    Paris,  1848. 

Reforme  de  T  administration  financiere  des  hypO' 
theques.    Paris,  1851.    G. 

AUDIGANNE.— Bom  at  Antwerp  in  1814. 
Head  of  a  department  in  the  Ministry  of  agricul- 
ture and  commerce.  He  has  published  in  the 
Revue  des  Deux-mondes  several  articles  on  Poli- 
tical Economy. 

De  r organization  du  travail.    Paris,  1848. 

L^industrie  Frangaise  depuis  la  revolution  de 
Fevrier.    Paris,  1849. 

Les  ouvriers  enfamiUe,    Paris  1850.    G. 

AUDOniN,  FBANCIS  XAVIEB.— Bom   at 

Limoges  in  1766.  Vicar  in  1791  of  a  parish  in 
Limoges,  and  an  ardent  revolutionist,  he  was  ap- 
pointed a  commissioner  to  La  Vendue  to  collect 
information  regarding  the  revolt.  He  was  a  fiery 
Jacobin,  and  particularly  fierce  against  England. 
He  afterwards  held  sev^id  officisJ  appointments, 
and  died  22  July,  1837. 

Du  Commerce  maritime,  et  de  son  influence  sur 
la  force,  et  la  richesse  des  Etats.  2  vols.  Paris, 
1800. 

AUDRA,  JOSEPH.— Bora  at  Lyons,  1714. 
Became  an  ecclesiastic  and  Abb6,  and  Professor 
of  History  at  Lyons  and  Toulouse.  He  was  very 
intimate  with  Michaudi^re,  the  intendant  of  Lyons, 
and  with  his  assistance  composed  his  Inquiry  into 
the  population  of  Lyons,  &c.,  which  was  publish- 
ed in  th^  name  of  Messance,  the  secretary  of  the 
Intendance.  He  published  many  Historical 
works  which  gained  the  approbation  of  Voltaire, 
and  D*Alembert,  but  which  excited  much  public 
clamor.  Brienne,  the  Archbishop,  defended  him 
as  long  as  he  could,  but  the  opposition  was  so 
fierce,  that  he  was  obliged  to  remove  him  from 
his  office.  Audra  died  of  grief,  17  September, 
1770. 

Recherches  sur  la  population  des  gSnSraliies 
dAuvergne,  de  Lyon,  de  Rouen,  Sf'c,    Paris,  1766. 

AUFPRAT,  JEAN.— Bora  at  Paris,  in  1733. 
He  was  one  of  the  Economists,  and  an  intimate 
friend  of  Dupont  de  Nemours,  Baudeao,  and 
others.  He  commenced  his  career  as  an  author 
at  20,  by  maintaining  the  proposition  that  print- 
ing did  more  harm  than  good  to  literature.  In 
1767  he  was  elected  a  member  of  the  Academy  of 
Metz,  and  in  1769  of  that  of  Marseilles.  He 
died  in  1788. 
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Le  luxe  ton»idM  relativement  a  la  population  et 
a  riamomie.    Lyons,  1762. 

Ideas  patnoHquts  sur  la  necessite  de  rejidre  la 
liberie  an  commerce.    Lyons,  1762. 

Ditcaurs  sur  let  avantages  que  le  patrioHsme 
retire  det  scieneee  Sconomiques,    Paris,  1767. 

Considerations  sur  les  manufactures  dans  les 
rilies  muiritimes  et  commer^antes.     Parifl,  1768. 

AUOEIL — ^No  biographical  traces  of  this 
writer  are  to  be  found. 

Memoires  pour  servir  a  Thistoire  du  droit 
public  de  la  Prance^  en  matiere  dimpots.  Brussels, 
1779. 

Barbier  pronounces  this  to  be  a  very  valuable 
work. 

TraiU  sur  les  taiUes^  et  les  tribunaux,  qui  coU" 
naissent  de  cette  imposition.    Paris,  1788. 

AUOIEBy  MABIEy— Was,  in  1848,  one  of  the 
Editors  of  the  Re/orme, 

Du  credit  public^  et  de  son  histoire  depuis  les 
temps  aneiensjusqyCd  nos  jours,    Paris,  1842.     G. 

AVKEL,  J.  B.— President  of  the  tribunal  of 
commerce  of  Nevers. 

Question  du  Libre-Schange,  mise  a  la  portSe  de 
toutes  les  intelligences.    Paris,  1847. 

AVBILy  VICTOR.— An  adyocate  at  Mezi^res. 
Histoire  philasopkique  du  credit 

La  commnmaute  c*  est  Vesclavage  et  le  vol.  Paris, 
1848. 

AXIOMS  AlffD  DZariNinON8.-We  shaU 
treat  of  Definitions  and  Axioms  together,  because 
they  are  so  inseparably  associated  that,  to  consider 
them  in  distinct  articles,  would  involve  much  re- 
petition. 

1.  The  transcendant  Importance  of  the  subject 
will,  we  fear,  detain  us  at  considerable  length, 
bat  yet  not  at  one  by  any  means  sufficient  to  do 
adequate  justice  to  it.  Because  it  is  one  that 
i^ects  the  very  nature  itself  of  Political  Economy, 
it  determines  its  rank  and  position  among  sciences 
in  general,  and  its  method  of  treatment,  and  the 
de^^ee,  and  the  extent  of  the  certainty  of  its 
results.  And  we  shall  have  to  do  this  at  greater 
length,  because  we  have  the  misfortune  to  be  at 
entire  variance  on  every  one  of  these  points,  with 
the  authcM'  of  the  latest  and  most  extensive 
treatise  on  the  subject  in  the  English  language — 
Mr.  John  Stuart  Mill. 

2.  It  is  perfectly  well  known,  that  each  of  the 
physical  sciences,  which  have  attained  such  great 
nugnitode  and  extent  in  modem  times,  and  which 
have  produced  such  admirable  results,  have  been 
brooght  to  their  present  state  of  perfection  by 
extraordinary  labour  being  bestowed  in  ascer- 
taining and  settling  their  first  elements — ^namely, 
their  Definitions  and  Axioms,  or  accurate  con- 
ceptions and  expressions  of  the  objects  they  treat 
about,  and  the  general  laws  which  regulate  their 
relations  to  each  other.  Every  one  of  these 
wonderful  sciences  has  been  brought  to  their  pre- 
sent state  by  obtaining  a  few  fundamental  con- 
ceptions, wMch  have  been  uniformly  adhered  to 
throughout  their  whole  range,  and  anything 
inconsistent  with  theni  has  been  invariably 
rejected. 

3.  But  it  has  not  always  been  so.  Iliese 
beantifiil  studies  were  once  in  a  very  different 


state.  The  modem  plan  of  teaching  a  science 
only  in  its  existing  state,  no  doubt  imparts  a  vast 
amount  of  actual  knowledge.  But  as  a  mental 
discipline,  or  as  a  matter  of  education,  the  History 
of  Science  is  of  enormous  value,  and  we  venture 
to  think,  is  far  too  much  neglected.  Many  per- 
sons can  "cram"  up  a  considerable  amount  of 
actual  knowledge,  and  yet  derive  very  little  be- 
nefit. But  to  study  the  History  of  Ideas  on  the 
subject,  to  understand  clearly  the  principles  of 
the  different  controversies  that  have  been  waged, 
and  to  comprehend  why  one  set  of  ideas  prevailed 
over  another,  is  an  educational  exercise  of  immense 
utility,  which  is  almost  entirely  neglected.  Few 
persons  are  aware  of  the  wrecks  of  the  fierce  con- 
troversies which  lie  buried  beneath  the  calm  and 
placid  surface  of  modem  science,  like  those  of 
mighty  armaments  below  the  summer  sea. 

4.    Many  persons  are  apt  to  think  that  con- 
troversies in  Political  Economy  are  mere  logo- 
machy, vain  and   unprofitable   disputes   about 
words,  and  of  no  real  consequence.    They  are 
apt  to  think  that  the  Physical  Sciences  treat 
about  things,  and  Political  Economy  only  about 
words.    But  those  who  think  so,  display  a  total 
want  of  knowledge  of  the  History  of  Science.   Tlie 
early  history  of  all  science  is  full  of  controversies 
about  the  meaning  of  words.    Many  may  think 
that  physical  science  being  about  things,  there  is 
no  difficulty  in  giving  a  name  to  what  is  seen  so 
readily.    This  is  a  lamentable  error.    On  the 
contrary,  it  almost  invariably  happens  that  names 
get  into  a  science,  and  acquire  a  position  in  it, 
before  any  one  can  tell  what  they  mean.    Thus, 
in  Mechanics,  the  words  Momentum^   Vis  Viva, 
Uniform  Force,  Accelerating  Force,  and  several 
others,  acquired  a  position  in  it,  before  any  one 
could  tell  what  they  really  meant,  and  all  the 
philosophical  world   of  the   day    was  engaged 
in  the  wordy  war  to  settle  their  meaning,  and 
obtain  true  definitions.     Consequently  it  is  an 
entire  error  to  suppose  that  controversies  in  Phy- 
sical Science  are  not  about  words.    On  the  con- 
trary, it  was  in  the  true  definitions  of  words 
that  the  whole  foundation  of  the  sciences  were 
laid.    And  it   was  just  because  all  the   great 
mathematicians  of  the  day  so  thoroughly  under- 
stood the  supreme  importance  of  ascertaining  the 
true  meaning  of  words,  and  fought  out  the  mean- 
ing of  each  separate  one  with  such  perseverance, 
that  they  at  length  arrived  at  such  an  unanimity 
of  agreement,  and  these  controversies  have  now 
been  almost  forgotten.    There  was  a  time  then, 
when  what  are  called  the  exact  sciences  had  not 
attained  that  rank.    They  were  once  matters  of 
opinion,  and  not  of  demonstration,  and  they  only 
attained  the  rank  of  demonstrative  truth,  because 
each  separate  word,  and  each  separate  principle 
was  thoroughly  discussed  and  settled. 

5.  And  why  has  Political  Economy  not  yet 
attained  the  same  rank  as  Mechanics  as  an  exact 
science?  Because  the  same  care  has  never  yet 
been  given  to  settle  its  definitions  and  axioms. 
Political  Economy  is  now,  like  Mechanics  in  its 
early  stages,  overran  and  infested  with  words 
whose  meaning  has  never  yet  been  settled  on 
certain  principles,  and  which  are  never  sdmost 
used  by  any  two  writers  in  the  same  sense,  nay, 
few  even  of  the  best  writers  are  consistent  with 
themselves.  The  men  who  have  cultivated  Poli- 
tical Economy  are  probably  of  as  great  natural 
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ability  as  those  who  have  cultivated  physical 
science,  of  course  with  the  exception  of  a  few 
unapproachable  examples.  Why,  then,  have  they 
not  come  to  the  same  unanimity  of  opinion  as  their 
brethren?  The  simple  reason  is  that  they  hare 
not  adopted  the  only  means  that  could  by  any 
possibility  ensure  success,  namely,  a  thorough 
discussion  and  settlement  of  the  meanings  of  words, 
nay,  they  have  systematically  despised  it.  Now, 
what  the  words  Momentum,  Vis  Viva,  Sfc,  were 
to  mechanical  science  in  its  early  stages,  that 
Value,  Currency,  Capital,  ^c^  are  at  the  present 
day  to  Political  Economy. 

6.  And  it  is  for  this  very  reason  that  many 
suppose  that  Political  Economy  cannot  be  made 
an  exact  science,  because  the  only  means  that  can 
make  it  so  have  been  systematically  neglected. 
Many,  however,  suppose  that  there  is  no  use  for 
such  a  thing;  matters  will  go  on  just  the  same, 
they  think,  for  all  tlie  disputes.  But  the  same 
may  be  said  of  physical  science;  a  man  may  be 
an  excellent  seaman  and  yet  be  entirely  ignorant 
of  the  principles  which  cause  his  vessel  to  go  in  a 
direction  nearly  contrary  to  the  wind.  But  is 
thei-e  no  use  in  the  science  of  Mechanics?  So, 
doubtless,  a  man  may  be  an  excellent  banker, 
and  a  very  successfxil  practical  merchant,  without 
any  knowledge  of  Political  Economy,  and  yet 
is  there  no  use  of  Political  Economy  ?  This 
science  stands  to  the  phenomena  of  commerce 
exactly  in  the  same  relation  that  the  science  of 
Mechanics  does  to  practical  seamanship,  &c.; 
for  Political  Economy  is  the  science  which  treats 
of  the  laws  which  regulate  the  exchangeable  rela- 
tions of  quantities,  just  as  Mechanics  is  the  science 
which  treats  of  tiie  laws  which  regulate  the  mo- 
tion of  bodies. 

7.  Now,  adopting  this  conception  of  the  pure 
science  of  Political  Economy,  we  afSrm  that  it 
depends  upon  certain  fundamental  conceptions,  or 
definitions  and  axioms,  exactly  as  Mechanics  does, 
and  that  by  settling  these  with  as  great  care  as  is 
done  in  physical  science,  it  may  be  raised  to  the 
rank  of  an  exact  science,  lliat  it  contains  an 
immense  body  of  demonstrative  truth,  and  that  it 
is  capable  of  exactly  the  same  kind  and  degree  of 
certamty  as  the  laws  of  Mechanics,  that  is  to  say, 
that  it  may  be  perfectly  demonstrable  that  such 
and  such  ^ects  are  due  to  such  and  such  causes ; 
though  it  may  not  be  possible  to  say  how  much  of 
a  cause  will  produce  any  given  amount  of  effect, 
which  can  only  be  ascertained  by  experiment. 

8.  And  yet  there  are  writers,  of  no  mean  ac- 
quirements too,  who  entirely  discourage  such  a 
course  of  proceeding,  who  consider  such  attempts  as 
pedantic,  and  mere  waste  of  time — ^who  would  ad- 
mit that  in  every  other  branch  of  human  knowledge 
clear  and  precise  technical  terms  are  absolutely 
indispensable,  and  yet  in  Political  Economy  alone, 
think  there  is  no  need  of  anything  of  the  sort. 
Now  we  affirm,  that  if  Political  Economy  is  ever 
to  emerge  from  the  turbid  regions  of  controversy 
and  opinion  into  the  serene  atmosphere  of  demon- 
stration, it  can  only  be  done  by  Economists  laying 
aside  the  unhappy  idea  that  controversies  about 
words  are  unimportant  and  superfluous,  by  follow- 
ing the  example  of  their  brethren  the  Physicists, 
who  have  cleared  their  path  to  such  brilliant  suc- 
cess, and  by  bringing  their  whole  force  to  discuss 
and  settle  the  first  elements  of  the  subject,  namely 
its  Definitions  and  Axioms.    And  when  this  is 


done,  it  will  be  found  that  Political  Economy 
is  a  science,  as  clear,  as  precise,  and  as  sharply 
defined,  and  as  capable  of  being  erected  into  an 
exact  science  as  any  other  whatever. 

9.  Most  persons  have  a  kind  of  dreamy,  vague 
notion  that  Adam  Smith,  Ricardo,  and  Archbishop 
Whately  are  eminent  Political  Economists,  and 
probably  class  them  together,  as  they  would  any 
of  the  eminent  cultivators  of  any  of  the  exact 
sciences.  But  not  many,  perhaps,  except  those 
who  have  made  Political  Economy  a  serious  study, 
are  aware  that  the  most  irreconcUeable  dififerences 
of  principle  exist  among  thenr.  We  have  shown 
(Pbelimiic ART  DiscouRSs)  that  the  constructive 
part  of  tlie  Wealth  of  Nations  is  founded  upon  two 
distinct,  opposing,  and  contradictory  conceptions 
of  the  nature  and  measure  of  value.  The  one  in 
which  value  is  measured  by  labor,  the  other  in 
which  it  is  measured  by  exchangeability,  and  these 
two  antagonistic  conceptions  are  intertwined  and 
interlaced  throughout  the  whole  course  of  the 
work.  Ricardo  clearly  saw  the  inconsistency  of 
these  two  conceptions,  and  that  one,  at  least,  must 
be  entirely  rejected.  Under  the  name  of  Cost  of 
Production,  he  has  substantially  adopted  Adam 
Smith's  measure  of  value  by  labor,  and  entirely 
rejected  that  of  Exchangeability.  Thus  Ricardo 
destroyed  one  half  of  the  Wealth  of  Nations. 

10.  But  Archbishop  Whately  has  shown  that 
Ricardo  adopted  the  wrong  half  of  Adam  Smith. 
In  tibe  passage  quoted  in  the  Preliminary  Dis- 
course, it  is  shewn  that  Exchangeability  is  the 
measure  of  Value,  and  not  Cost  of  Production. 
Thus  Archbishop  Whately  and  Ricardo  are  dia- 
metrically opposed  to  each  other.  The  Archbishop 
says  that  Kicardo's  work  is  one  '^  long  enigma,'' 
from  his  fiindamental  error  about  the  measure  of 
value.  It  is  not  as  if  Ricardo  had  made  some 
great  discovery  in  the  subject,  and  the  Archbifihop 
had  carried  it  out,  and  extended  it.  But  they  are 
absolutely  opposed  to  each  other  on  the  very  fun- 
damental conception  of  the  subject.  For  the  same 
man  to  believe  in  Ricardo  and  Whate^  at  the 
same  time  is  a  moral  impossibility.  The  same 
man  could  no  more  believe  in  them  both  at  the 
same  time,  than,  he  could  believe  in  the  Ptolemaic 
and  the  Copemican  Astronomy  at  the  same  time, 
or  in  the  phlogiston  and  oxygen  theory  of  che- 
mistry at  the  same  time.  Whately  and  Ricardo 
are  antagonistic  to  each  other,  not  complementary, 
but  contradictory. 

1 1.  There  is  then  no  possibility  of  compromise 
between  them.  One  or  the  other  is  totally  wrong. 
Now,  as  these  are  no  trivial  matters,  but  go  to 
the  very  root  of  the  subject,  Economists  ought 
to  argue  out  tiie  question  to  the  very  bottom,  and 
come  to  an  agreement.  Physicists  would  have 
come  to  a  decision  long  ago  on  a  matter  of  such 
vital  importance  in  their  science.  But  how  is  the 
matter  to  be  settled  ?  In  the  conflict  of  opinion 
how  are  we  to  decide  which  is  to  prevail  ?  We 
answer  that  the  identical  principles  which  governed 
the  decision  in  Physical  science,  will  settle  the 
matter  in  Political  Economy.  The  decision  in  the 
matter  is  to  be  governed  by  the  well  settled  laws 
of  Ihductivb  Phijlosopht. 

12.  It  has  been  the  fashion  lately  of  a  certain 
class  of  writers  systematically  to  depreciate  the 
merits  of  Bacon,  and  some  almost  seem  to  go  the 
length  of  nearly  denying  him  any  merit  at  Si,  be- 
cause it  cannot  be  shewn  that  the  Novum  Orga* 
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lud  any  direct  inflnence  upon  the  progress 
of  physical  discoyery.  He  made  no  discoyery 
himself,  and  the  progress  of  physical  discovery 
would  have  been  just  as  great  if  he  had  never 
written.  That  these  assertions  may  be  very 
possibly  tme,  does  not  diminish  the  lustre  of  that 
work  &  the  very  least  in  onr  opinion.  No  one 
can  fiiirly  appreciate  the  merit  of  that  work  who 
is  not  aware  of  the  absurdity  of  the  grounds  upon 
which  the  established  opinions  of  his  day  on  phy- 
sical science  rested.  Bacon  saw  through  this, 
and  discerned  the  weakness  of  the  grounds  of  the 
current  belief  with  a  clearness  and  penetration 
truly  surprising.  One  reason  perhaps  why  he 
may  not  have  received  his  due  share  of  credit,  is 
that  he  over-estimated  the  power  of  his  Logic,  and 
supposed  that  by  its  means  discoveries  could  be 
made,  so  that  almost  all  minds  could  be  brought 
nearly  to  the  same  level,  and  make  discoveries  as 
equally  as  they  could  draw  circles  by  compasses. 
Tliat  he  entirely  failed  in  this  is  true,  and  it  is 
probable  that  his  failure  in  that  instance  has  had 
some  effect  in  making  his  real  merits  less  thought 
of  than  they  deserve.  But  he  failed  in  this 
instance,  by  not  paying  attention  to  his  own 
rules.  For  he  has  laid  down  that  the  concep- 
tions of  a  science  are  to  be  framed  with  exactly 
the  same  care  as  the  axioms.  And  he  fell  into 
exactly  the  same  error  himself,  as  he  had  charged 
upon  the  Aristotelians,  namely,  considering 
Logic  as  an  instrument  of  discovery.  Whereas, 
the  fundamental  conception  of  Logic  is  not  the 
art  of  discovering  truth,  but  the  science  of 
JuBGciG,  whether  or  not  certain  alleged  disco- 
veries are  true.  Logic  is  the  science  of  judgment, 
and  not  an  art  of  di^very,  or  even  of  reasoning. 
Logic  discovers  and  applies  the  tests  which  any 
proposition  must  satisfy,  before  it  can  be  ad- 
mitted to  be  true.  Cicero  has  described  once, 
and  for  ever,  the  true  functions  of  Logic,  De 
Oratore^  11.,  38.  '*  In  hac  arte,  si  modo  est  haec 
ars,  nullum  est  prssceptum,  quo  modo  verum 
ixceidatur  sed  tantum  est,  quo  modo  judicetub.** 
When,  therefore,  we  separate  what  falls  within 
the  limits  of  this  conception,  from  what  trans- 
gresses it;  when  we  consider  that  in  his  day 
there  was  not  one  single  science  from  which  he 
could  draw  his  observations,  there  is  no  candid 
mind  but  must  be  astonished  at  his  penetration 
and  sagacity,  in  anticipating  the  science  of  sciences. 
No  one  can  dispute  the  merit  of  Aristotle  in  disco- 
vering the  syllogistic  mode  of  reasoning,  nor  can 
blame  him  because  his  Injudicious  followers 
pushed  it  far  beyond  what  he  ever  intended. 
But  Aristotle  founded  his  system  inductively ;  he 
framed  it  by  observing  what  examples  of  reason- 
ing were  acknowledged  to  be  valid  by  common 
consent.  Bacon  founded  his  system  a  nriarij 
with  no  sin^e  instance  in  existence  of  an  Induc- 
tive Science ;  and  though  no  doubt  great  addi- 
tions have  been  made  to  it  in  modem  times,  yet 
the  amount  of  success  he  did  achieve  is  truly 
marvellons.  By  a  curious  whim  of  fortune,  the 
chief  of  the  school  of  d  priori  reasoners  founded 
his  system  inductively ;  the  chief  of  the  inductive 
school  of  logic  founded  his  system  a  priori, 

13.  But  notwithstanding  the  general  admira- 
tion in  which  his  works  have  been  held  by  the 
wise  and  learned  in  all  countries,  it  seems  to  us 
that  one  of  his  most  striking  and  original  merits 
has  never  been  sufficiently  appreciated,  and  we 


must  enlarge  upon  it,  because  it  has  special  refe- 
rence to  our  present  subject. 

14.  When  the  greatest  moral  philosopher  of 
antiquity  attempted  to  master  the  physical  science 
of  his  day,  he  found  that  everything  in  it  was  a 
mere  chaos  of  confusion,  a  mass  of  baseless  dog- 
matizing, and  vain  speculation.  He  called  off  his 
disciples  in  blank  despair  from  such  unprofitable 
labor,  and  bade  them  devote  themselves  to  the 
study  of  moral  science,  which  was  within  their 
comprehension,  and  to  know  just  so  much  of 
natural  science  as  to  know  when  to  sow,  and  to 
reap,  and  to  sail;  nay,  he  considered  those  who 
engaged  in  such  objects  of  contemplation  as 
wanting  good  sense.  He  used  to  inquire  whether 
such  persons  thought  they  already  knew  enough 
of  human  affairs  before  they  proceeded  to  such 
subjects  of  meditation.  He  thought  that  men 
never  could  come  to  a  satisfactory  conclusion  on 
such  points,  because  ^ose  who  thought  themselves 
the  most  learned  in  them,  were  altogether  at 
variance  with  each  other.  As  for  himself  he 
would  abandon  all  such  vain  speculations,  which 
never  could  have  any  practical  utility,  and  turn 
his  attention  entirely  to  moral  and  civil  philosophy, 
and  all  things  which  concerned  mankind.  Thus 
physical  and  moral  science  were  utterly  divorced 
in  ancient  times,  and  for  twenty  centuries  it  wafl 
supposed  that  there  was  no  connexion  between 
the  two. 

15.  But  Bacon,  greatly  wiser, — and  for  this  he 
has  never  received  the  thousandth  part  of  the 
credit  that  is  due  to  him — had  the  marvellous 
sagacity  to  perceive  that  in  Natural  Science  were 
to  be  found  the  types  and  standards  of  reasoning, 
which  were  to  guide  us  in  Moral  and  Political 
Science.  He  inculcates  the  study  of  Physical 
science,  it  is  true,  for  its  own  sake,  but  not  for  its 
own  sake  only,  but  as  the  foundation  of  Moral 
Science.  After  shewing  that  one  cause  of  the 
backward  state  of  the  sciences  was  the  short 
period  during  which  they  had  been  studied,  he 
says,  Nov,  Ofv.,  Book  /.,  Aph.  79,  **In  the 
second  place,  were  presents  itself  that  cause  of 
great  weight  in  every  way,  namely,  that  during 
those  very  ages  in  which  the  genius  and  learning 
of  men  have  chiefly  flourished.  Natural  Phiix>- 
soPHT  obtained  the  least  part  of  human  labor. 
And,  neverthele»9^  this  very  thing  ought  to  he  held 
to  he  the  OBBAT  Mothbb  of  thb  Sciences.  For 
all  arts  and  sciences,  if  torn  from  this  root,  though 
perhaps  they  may  be  polished  and  made  fit  for 
use,  yet  they  will  make  no  frirther  progress.  *  * 
*  *  *  *  And  the  age  during  which  Natural 
Philosophy  was  seen  to  flourish  in  Greece,  wafl 
but  a  verjr  brief  interval  of  time,  for  both  in  the 
more  ancient  times,  the  seven  who  were  called  the 
wise  men,  all  except  Thales,  applied  themselves 
to  moral  philosophy  and  civil  affairs ;  and  in  later 
times,  when  Socrates  drew  down  philosophy  from. 
heaven  to  earth.  Moral  Philosophy  prevailed  more 
and  more,  and  turned  the  minds  of  men  from  the 
Philosophy  of  Nature."  So  Aph,  80.  "  To  this 
it  is  to  be  added  that  Natural  Philosophy,  even 
among  those  very  men  who  have  nurtured  it, 
has  scarcely  ever  obtained  the  whole  leisure  and 
employment  of  any  one,  especially  in  these  later 
times ;  except,  perhaps,  some  instances  of  a  monk 
in  his  cell,  or  »  gentleman  speculating  in  his 
country  house.  But  the  Philosophy  of  Nature 
has  been  made,  as  it  were,  a  passage  and  a  bridge 
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to  something  else.  And  so  this  ^eat  Mother  of 
the  Sciences  has  been,  with  wonderful  indignity, 
throst  down  to  the  office  of  a  handmaid.  *  * 
♦  ♦  ♦  Meamohile  let  no  one  expect  much 
progress  in  the  Sciences^  (especiaUyin  the  practical 
part  of  them)  ^  unless  Natural  Philobopht  be 

APPLIED  TO  EACH  INDITIDUAL  SCIENCE,  AND  EACH 
PABTICULAB    SCIENCE    BE     BE7EBBED    AGAIN    TO 

Natubal  Philosophy.  Hence  it  is  that  astro- 
nomy, optics,  music,  most  of  the  mechanical  arts, 
medicine  itself,  and — ^what  one  might  more  won- 
der at— ^MoBAL  AND  Political  Philosopht, 
logical  sciences  have  scarcely  any  depth,  but  only 
glide  over  the  surface  of  a  multitude  of  things, 
because  after  these  separate  sciences  have  been 
once  distributed  and  erected,  they  are  no  longer 
nourished  by  Natural  Philosophy.  ♦  •  *  * 
Therefore,  it  is  not  the  least  strange  if  the  sciences 
make  no  progress,  when  they  are  torn  from  their 
roots.** 

16.  So  also  Aph.  107.  ""  And  here  it  may  be 
repeated,  what  was  said  above,  about  the  applica- 
tion of  Natural  Philosophy,  and  that  each  separate 
science  must  be  referred  to  that  again,  that  the 
sciences  may  not  be  severed  and  cut  off  from  the 
trunk.  For  without  this  little  progress  is  to  be 
hoped  for.'*  Also  Aph»  127. — "  Some,  too,  may 
doubt  rather  than  object,  whether  we  speak  of 
Natural  Philosophy  only,  or  that  the  other 
sciences,  logic,  ethics,  politics,  are  also  to  be 
brought  to  perfection  by  the  same  method.  But 
most  assuredly  we  mean  what  we  said  to  apply 
to  them  all;  and,  as  the  common  logic,  which 
acts  by  syllogism,  affects  not  only  the  natural, 
but  all  sciences,  so  also  ours,  which  proceeds  by 
induction,  embraces  them  all.  For  we  form  a 
history,  and  tables  of  discovery,  of  anger,  fear, 
shame,  and  the  like,  also  of  examples  in  Politics, 
so  also  of  affections  of  the  mind,  &c.** 

17.  So  also  De  Attgmentis,  Lib.  17.,  c.  1 .  ^  Let 
us  now  come  to  that  knowledge,  to  which  the  oracle 
of  old  leads  us — ^namely,  the  knowledge  of  our- 
selves, upon  which,  as  it  touches  us  the  more 
nearly,  the  more  diligence  is  to  be  bestowed. 
This  knowledge  is,  for  men,  the  aim  and  the  object 
of  all  knowledges,  but  it  is  only  a  portion  of 
nature.  And  let  this  be  laid  down  as  a  general 
rule,  that  all  divisions  of  sciences  be  so  under- 
stood and  applied,  that  they  may  rather  mark  and 
distinguish  them,  than  separate  and  divide  them. 
So  that  we  may  always  avoid  a  break  of  continuity 
in  the  sciences.  For  the  contrary  mode  has  made 
each  separate  science  barren,  empty,  and  errone- 
ous, since  they  were  not  nourished,  supported  and 
corrected,  by  the  common  fountain  and  aliment.** 
So  also  De  Avgm,  HE.,  4.  ^  We  have  laid  down 
that  this  is  the  function  of  Natural  Philosophy,  to 
be  the  common  mother  of  the  sciences.** 

18.  Now,  Bacon  has,  beyond  all  doubt,  the 
sole,  undivided,  and  transcendant  merit  of  dis- 
covering that  the  reasoning  in  Natural  Science  is 
the  type  and  the  model  of  reasoning  in  Moral  and 
Political  Science,  and  that,  whatever  in  the  latter 
clearly  and  manifestly  violates  the  method  in  the 
former,  is  to  be  infallibly  condemned.  And  yet 
J.  B.  Say  had  read  Bacon  with  such  extraordinary 
carelessness  and  inattention,  as  to  say  *^  Bacon 
ignorait  compl^tement,  que  la  m^me  method 
£tait  applicable  anx  sciences  morales  et  poUti- 
ques,  et  qu*elle  y  obtiendrait  des  succ^s  du  m^me 
genre!*'     (Cotirs  dSconomie  politique.  Vol,  LL, 


p,  550.  JEdit  GhiiUauminJ.  And  this  great  truth, 
which  was  first  seen  and  proclaimed  by  Bacon, 
has  been  repeatedly  enforced  by  the  most  emi- 
nent men  since.  Newton  says  that  an  extension 
of  our  knowledge  of  the  laws  of  Natural  Philo- 
sophy would  certainly  extend  our  knowledge  of 
the  laws  of  Moral  Philosophy.  So,  too.  Bishop 
Butler,  '*  There  is  a  much  more  exact  corres- 
pondence between  the  natural  and  the  moral 
world  than  we  are  apt  to  take  notice  of.**  Sermon 
YI.  On  Compassion.  A  general  officer  lately 
addressing  the  students  at  a  military  institution, 
earnestly  pressed  the  study  of  Chemistry  upon 
the  young  officers,  because  he  said  he  had  often 
found  the  laws  of  Chemistry  of  great  practical  nse 
in  the  affairs  of  life.  And  Mr.  MUl,  to  whose 
opinions  on  the  proper  method  of  the  treatment  of 
Political  Economy  we  shall  shortly  advert,  ex- 
actly in  the  spirit  of  the  extract  frt>m  Bacon,  we 
have  quoted  above,  says,  "  Although  the  scientific 
arrangements  of  organic  matter,  afford  as  yet  the 
only  complete  example  of  the  true  principles  of 
rational  classification,  whether  as  to  the  formation 
of  groups  or  of  series,  those  principles  are  appli- 
cable to  all  cases  in  which  mankmd  are  called 
upon  to  bring  the  various  parts  of  any  extensive 
subject  into  mental  consideration.  They  are  as 
much  to  the  point  when  objects  are  to  be  classed  for 
purposes  of  art  or  business,  as  for  those  of  science. 
TOc  proper  arrangement,  for  example^  of  a  code  of 
laws,  depends  on  the  same  scientific  conditions  as 
the  daesification  in  Natural  History,  nor  could 
there  be  a  better  preparatory  discipline  for  that 
important  function,  than  the  study  of  the  principles 
of  a  natural  arrangement,  not  only  in  the  abstract, 
but  in  their  actual  application  to  the  class  of 
phenomena  for  which  they  were  first  elaborated, 
and  which  are  still  the  best  school  for  learning 
their  use.**  {Logic  IL,  282.)  And  again,  p.  3^8. 
**  These  aberrations  in  medical  theory,  have  their 
exact  parallel  in  peptics.** 

19.  Thus  we  see  that  Mr.  Mill  is  in  exact  har- 
mony on  this  point  with  Bacon,  Newton,  and 
others,  who  have  made  the  same  remark  often 
since.  That  is,  he  admits  that  the  principles  of 
the  classification  of  laws  is  to  be  founded  on  the 
model  and  type  of  the  classification  of  Natural 
History;  that  is,  he  observes  the  continuity  of 
science  between  Legislation  and  Natural  History, 
making  both  a  part  of  Inductive  Philosophy ;  but 
when  he  comes  to  Political  IDconomy,  he  absolutely 
extrudes  it  from  Inductive  Science  altogether. 
He  breaks  the  continuity  of  science  between 
Political  Economy  and  Physical  Science,  and 
maintains  that  in  Political  Economy,  the  a  priori 
or  dogmatic  method,  is  the  only  true  one.  And 
this  is  his  settled  opinion  on  the  subject,  and  he 
repeats  it  over  and  over  again.  Thus,  in  Ms  Essays 
upon  some  unsettled  questions  of  Political  Economy^ 
Essay  V.  on  the  Definition  and  Method  of  Political 
Economy,  p.  141,  after  some  remarks  upon  the 
importance  of  ascertaining  the  correct  definition 
of  the  science,  in  which  we  entirely  agree,  he  says, 
**with  the  consideration  of  the  definition  of  a 
science  is  inseparably  connected  that  of  the  philo- 
sophic method  of  the  science ;  the  nature  of  the 
process  by  which  its  investigations  are  to  be  carried 
on,  its  truths  to  be  arrived  at.** 

**Now,  in  whatever  science  there  aresystemade 
differences  of  opinion — which  is  as  much  as  to  say 
in  all  the  Moral  or  Mental  Sciences,   and   in 
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Political  Economy  amoxig  the  rest ;  in  whatever 
science   there   exist   among    those    who    have 
attended  to  the  subject,  what  are  commonly  called 
differences  of  principle   as  distinguisbed   from 
differences  of  matter-of-fact,  or  detail — ^the  canse 
will  be  found  to  be  a  difference  in  their  concep- 
tions of  the  philosophic  method  of  the  sciences." 
Also  p.  143,  '*In  the  definition  we  have  attempted 
to  frame,  of  the  Science  of  Political  Economy,  we 
have  chwacteriased  it  as  essentially  an  a^«<rac^  sci- 
ence, and  its  method  as  the  method  a  priori.  Swh 
is  ttmdoubtedlu  iis  character  as  it  has  been  understood 
and  toMght  by  all  its  most  distinguished  teachers. 
It  reasona,  and,  as  we  contend,  it  must  necessarily 
rea&jn  from  assumptions,  not  from  facts.    It  is 
built  upon  hypothes^  strictly  analogous  to  those 
which,  under  the  name  of  definitions,  are  the 
foundation  of  the  other  abstract  sciences."    Again, 
p.  145,    "This  ought  not  to  be  denied  by  the 
Political  Economist.    If  he  deny  it,  then,  and 
then  only,  he  places  himself  in  the  wrong.    The 
a  priori  method  which  is  laid  to  bis  charge,  as  if 
his  employment  of  it  proved  his  whole  science  to  be 
worthless,  is,  as  we  shall  presently  shew,  the  only 
method  by  which  truth  can  possibly  be  attained 
in  any  department  of  the  Social  Science."    Also, 
p.  14iS,    ^But  we  go  further  than  to  affirm  that 
the  method  a  priori  is  a  legitimate  mode   of 
philosophical  investigation  in  the  moral  sciences ; 
we  contend  that  it  is  £e  only  mode.  We  affirm  that 
the  method  a  posteriori^  or  that  of  specific  ex- 
perience,   is    altogether    inefficacious   in   these 
sciences  as  a  meuis  of  arriving  at  any  considerable 
body  of  valuable  truth ;  though  it  admits  of  being 
usefully  applied  in  aid  of  the  method  d  priori^ 
and  even  forms  an  indispensable  supplement  to  it" 
20.    We  shall  postpone  the  consideration  of 
Mr.  MiU*s  reasons  for  maintaining  this  doctrine 
until  we  have  investigated  what  grounds  he  has 
fur  an  assertion  of  a  matter  of  fact.    He  says  that 
all  the  most  distinguished  Political  Economists 
have  treated  it  as  an  d  prion  science.    From  this 
statement  of  fact,  with  all  due  respect  for  Mr. 
Mill,  we  must  entirely  dissent.    It  is  true  that 
some  have  done  so,  among  others  Quesnay,  its 
founder  in  modem  times,  and  others;   but  we 
wholly  deny  that  the  economists  to  whom  the 
science  is  most  indebted  have  done  so.    Adam 
Smith  undoubtedly  did  not  do  so,  his  work  is 
peculiarly  remarkable  as  one  in  which  abstrac- 
tions are  laid  aside,  and  actual  phenomena  are  dis- 
cussed and  explained  in  a  fiuniliar  manner.    J. 
B.  Say,  who  stands  next  in  order  of  time  and 
merit  to  Adam  Smith,  and  who,  in  fact,  did  the 
same  service  to  the  continent,  that  Adam  Smith 
did  to  England,  namely,  made  it  popular,  ex- 
pressly condemns  the  d  priori  method,  and  repea- 
tedly declares  that  it  is  a  science  of  pure  obser^ 
tatioH.    Nay,  in  the  very  passage  we  have  cited 
above,  exhibiting  such  an  extraordinary  instance 
of  carelessness,  the  very  charge  he  brings  against 
Bacon  is,  that  he  did  not  see  that  the  identical 
method  to  be  applied  to  Physical  Science,  was 
tJie  one  to  be  followed  in  Moral  and  Political 
Science,  and  would  be  attended  with  the  same 
kind  of  success.    He  also  says,  (Discours  Preli- 
mimaire^  Traite  tPecononuepoUtique^p.  3,  edit^OuU' 
lammin^J  ^  En  Economic  politique,  comme  en  phy- 
sique, oomme  en  tout,  on  a  fait  des  syst^mes  avant 
d*ltablir  des  v^rites ;  c*e8t-4-dire,  qu'on  a  don- 
ate pour  la  Y^t6  des  conceptions  gratuites,  de 


pures  assertions.  Plus  tard,  on  a  applique  i  cette 
science  les  methodes  qui  ont  tant  contribn^,  depuis 
Bacon,  aux  progres  de  toutes  les  autres ;  c'est-^- 
dire,  la  metbode  experimentale,  qui  consiste  essen- 
tiellement  k  n*admettre  comme  vrais,  que  les  faits 
dont  Fobservation  et  Texperience  ont  d^montr^  la 
r^alitd,  et  comme  des  v^rit^s  constantes  que  les 
conclusions  qu*  on  en  pent  tirer  naturellement;  ce 
qui  exclut  totalement  ces  prejug^s,  ces  autorit^s, 
qui  en  science  comme  en  morale,  en  litterature 
comme  en  administration,  viennent  s*interposer 
entre  Thomme  et  la  v^rit6."  So  page  5.  ^*L'^co« 
nomie  politique  qui  est  une  science  experimentale 
*  •  •  L*^conomie  politique,  telle  qu'on  Tetudie  k 
present  est  tout  entiere  fondee  sur  des  faits,  car 
La  nature  des  choses  est  un  fait,  aussi  bien  que 
r^venement  qui  en  r^sulte."  So  page  6.  "L*^- 
conomie  politique  est  etablie  sur  des  fondemens 
in^branlables,  du  moment  que  les  principles 
qui  lui  servent  de  base,  sont  des  deductions 
rigourenses  de  faits  gen^raux  incontestables." 
A^d  so  far  from  sanctioning  the  d  priori  method 
of  treating  Political  Economy,  he  expressly  con- 
demns those  who  do  so.  He  says  at  p.  15, 
*'  D*autres  considerations  non  moins  delicates  se 
rattachent  k  ce  qui  precede.  Quelques  ^crivains 
du  dix-huitieme  siecle  et  de  T^cole  dogmatique  de 
Quesnay  d'une  part,  et  des  ^conomistes  Anglais 
de  r^cole  de  David  Ricardo  d*une  autre  part, 
sans  employer  les  formules  algebriques  trop 
6videmment  inapplicables  k  T^conomie  politique, 
ont  vonlu  y  intr^uire  un  genre  d^argumcntation, 
auquel  je  crois,  en  th^se  gen^rale,  qu*elle  se  re- 
fuse de  mSme  que  toutes  les  sciences  qui  ne  re- 
connaissent  pour  fondement  que  Texpdrience :  je 
veux  dire  Targumentation  qui  repose  sur  des 
abstractions.  *  *  *  Quand  on  admet  pour 
fondement,  au  lieu  d*un  fait  bien  observe,  un 
principe  qui  n*est  fond6  lui-m4me  que  sur  une 
argumentation,  on  risque  d*imiter  les  scholastiquea 
du  moyen-^  qui  discutaient  sur  des  mots,  an 
lieu  de  discuter  sur  des  choses,  et  qui  prouvaient 
tout;  hors  la  v4rit^."  And  he  gives  instances 
where  he  considers,  and  justly  in  our  opinion  in 
one  at  least,  Ricardo  and  McCulloch  to  have 
fallen  into  error  by  adopting  this  method,  and  he 
dwells  upon  the  mischief  produced  in  the  science 
by  adopting  this  method.  ^*I1  s*en  est  suivi 
d'interminables  discussions,  oix  les  contendans 
semblent  avoir  eu  pour  bruit,  non  de  r^pandre 
rinstmction,  mais  de  se  convertir  mutuellement ; 
oil  chacun  en  oubliant  le  public,  n'a  cherch^  qu'  ii 
Boutenir  son  dire ;  de  Ik  des  controverses  quel- 
qnefois  pen  intdligibles,  souvent  ennuyeuses,  et 
qui  ont  eu  ce  f&cheux  effet,  que  les  gens  du  monde 
ignorant  les  solides  bases  sur  lesquelles  T^conomie 
politique  repose,  ont  pu  croire  qu'elle  6tait  re- 
tomb^e  sous  Tempire  des  syst6mes,  et  des  opinions 
individuelles,  que  Ton  n*6tait  d'accord  sur  rien." 
He  then  more  particularly  censures  the  method 
adopted  by  Quesnay.  He  says,  page  24,  '^Au 
lieu  d'observer  d*abord  la  nature  des  choses, 
c*est-i-dire,  la  manidre  dont  les  choses  se  pas- 
sent,  de  classer  leurs  observations,  et  d*en  d^duire 
les  g^n^ralites,  iis  commenc^rent  par  poser  des 
g^niraUt^s  abstraites  qu*ils  qualifiaient  du  nom 
d^axiomes,  et  oix  ils  croyaient  voir  briller  par 
elle-m^me  T^vidence.  lis  cherchaient  ensuite  k 
y  ramener  les  faits  particidiers,  et  en  deduisaient 
des  regies ;  ce  qui  les  engagea  dans  la  defense  de 
maximes  6videmment  contraires  au  bon  sens,  et  k 
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Texp^ence  des  si^cles."  While  fiilly  acknow- 
ledging their  excellence  as  men,  and  aLso  the  real 
services  they  performed  to  the  State,  he  says, 
page  25,  **  Mais  d'un  autre  c6t6  les  ^conomistes 
ont  fait  du  mal,  en  d^criant  plnsieurs  maximes 
utiles,  en  fesant  snpposer  par  lenr  esprit  de  secte, 
par  le  language  dogmatique  et  abstrait  de  la 
plupart  de  leurs  Merits,  par  lenr  ton  dUnspiration, 
que  tons  ceux  ^ui  s'occupaient  de  semblables 
recherches,  n*^taient  que  des  r^yeurs  dont  les 
theories,  bonnes  au  plus  pour  rester  dans  les 
livres,  ^talent  inappUcables  dans  la  pratique." 
He  also  censures  Uondillac  for  following  their 
method,  page  26,  '^Comme  les  ^conomistes  il 
fonde  presque  toujours  un  principe  sur  une  sup- 
position gratuite,  et  11  en  fait  Taven  dans  sa  pre- 
face; or,  une  supposition  pent  bien  servir 
d*exemple  pour  expliquer  ce  qui  d^montre  le 
raisonnement  appuj^  sur  Texplrience,  mais  ne 
suffit  pas  pour  6tablir  une  y^rit£  fondementale. 
L'iconomie  politique  iCest  devenue  une  science 
gu^en  devenant  une  science  d observation.^^ 

21.  He  then  points  out  that  Adam  Smith  pur- 
sued exactly  the  opposite  method,  namely,  the 
inductive  method  of  deducing  principles  from 
facts,  and  says,  p.  29 — ^  Lorsqu^on  lit  Smith 
comme  il  merite  d*etre  lu,  on  s*ai)erQoit  qu*il  n'y 
avait  pas  avant  lui  d*^conomie  politique."  Also 
he  says,  p.  29,  "Avant  Smith  on  avait  avanc^ 
plusienrs  fois  des  principles  tr^s  vrais:  11  a 
montr£  le  premier  pourquoi  ils  ^taient  vrais.  II 
a  fait  plus :  il  a  donng  la  vrai  mithode  de  sig- 
naler les  erreurs ;  il  a  appliqu6  k  T^conomie  poli- 
tique la  nouvelle  mani^re  de  traiter  les  sciences, 
en  ne  recherchant  pas  ses  principes  abstractive- 
ment,  mais  en  remontant  des  foits  les  plus  cou- 
stamment  observes,  aux  lois  g€n^rales  dont  ils 
sont  une  consequence.  De  ce  qu*un  fait  pent 
avoir  telle  cause,  Tesprit  de  syst^me  conclut  la 
cause;  Tesprit  d'analyse  veut  savoir  pourquoi 
telle  cause  a  produit  cet  effet,  et  s'assurer  qu*il 
n*a  pn  Stre  produit  par  aucune  autre  cause. 
L*ouvra^  de  Smith  est  une  suite  de  demonstra- 
tions qui  ont  eiev^  plusienrs  propositions  au  rang 
de  principes  incontestables,  et  en  ont  plonge  un 
bien  plus  grand  nombre  dans  ce  gouffire  od  les 
id^es  vagues  et  hypoth^tiques,  les  imaginations 
extravagantes,  se  d^battent  un  certain  temps 
avant  de  s'englontir  pour  toujours." 

22.  Thus,  we  see  that  Mr.  Mill's  assertion 
that  fdl  the  most  distinguished  Economists  have 
considered  Political  Economy  as  an  a  priori 
science,  and  have  treated  it  so,  is  completely 
disproved.  And  we  entirely  concur  with,  and 
adopt  these  views  of  Say.  So  far  from  aU  the 
most  distinguished  Economists  having  adopted 
this  method,  it  is  only  Ricardo  and  his  followers 
who  have  done  so  in  this  country,  and,  as  we 
shall  endeavour  to  shew,  with  the  most  pernicious 
consequences. 

23.  Having  thus  shewn  that  Mr.  Mill  is  com- 
pletely in  error  in  his  allegations  of  fact,  we  shall 
now  examine  his  reasons  for  considering,  and  lay- 
ing down  in  such  decided  terms,  that  Political 
Economy  can  only  be  treated  in  the  apriori 
method.  He  says  {Essays^  ^c,  p.  146),  "There is 
a  property  common  to  almost  all  the  moral  sciences, 
and  by  which  they  are  distinguished  from  many  of 
the  physical;  this  is  that  it  is  seldom  in  our 
power  to  make  experiments  in  them.  In  che- 
mistry and  natural  philosophy,  ifre  can  not  only 


observe  what  happens  under  all  the  combinations 
of  circumstances  which  nature  brings  together, 
but  we  may  also  try  an  indefinite  number  of  new 
combinations.  This  we  can  seldom  do  in  ethical, 
and  scarcely  ever  in  political  science.  We  cannot 
try  forms  of  government,  and  systems  of  national 
policpr,  on  a  diminutive  scale  in  our  laboratories, 
shaping  our  experiments  as  we  think  they  may 
most  conduce  to  the  advancement  of  knowledge. 
We,  therefore,  study  nature  under  circumstances 
of  great  disadvantage  in  these  sciences,  being  con- 
fined to  tibe  limited  number  of  experiments,  which 
take  place  (if  we  may  so  speak)  of  their  own 
accord,  without' any  preparation  or  mani^ement 
of  ours ;  in  circumstances,  moreover,  of  great 
complexitv,  and  never  perfectly  known  to  us,  and 
with  the  ha  greater  part  of  the  processes  con- 
cealed from  our  observation. 

"  The  consequence  of  this  unavoidable  defect  in 
the  materials  of  the  induction  is,  that  we  can 
rarely  obtain  what  Bacon  has  quaintly,  but  not 
unaptly,  termed  an  experimentum  crude  T  also, 
p.  149,  "  Since,  therefore,  it  is  vain  to  hope  that 
truth  can  be  arrived  at,  either  in  Political  Ekx)- 
nomy,  or  in  any  other  department  of  the  Social 
Science,  while  we  look  at  the  fiacts  in  the  con- 
crete, clothed  in  all  the  complexity  with  which 
nature  has  surrounded  them,  an  endeavour  to 
elicit  a  general  law  by  a  process  of  induction 
from  a  comparison  of  details ;  there  remains  no 
other  method  than  the  apriori  one,  or  that  of 
abstract  speculation." 

24.  And  that  this  is  Mr.  Mill's  well-considered 
and  settled  opinion  appears  by  his  later  work 
(Logic,  vol.  I.,  p.  414,  Edit.  1856).  "  We  have 
thus  already  come  within  sight  of  a  conclusioii, 
which  the  progress  of  the  inquiry  will,  I  think, 
bring  before  us  with  the  clearest  evidence: 
namely,  that  in  the  sciences  which  deal  with  phe- 
nomena, in  which  artificial  experiments  are  im- 
possible (as  in  the  case  of  astronomy),  or  in 
which  they  have  a  very  limited  range  (as  in  phy- 
siology, mental  philosophy,  and  the  Social 
Science),  induction  from  direct  experience  is 
practised  at  a  disadvantage,  generally  equivalent 
to  impracticability,  from  which  it  follows  that 
the  methods  of  those  sciences,  in  order  to  accom- 
plish anything  worthy  of  attainment,  must  be  to 
a  great  extent,  if  not  principally,  deductive.  This 
is  already  known  to  be  the  case  with  the  first  of 
the  sciences  we  have  mentioned,  astronomy ;  that 
it  is  not  generally  recognized  as  true  of  the  others, 
is  probably  one  of  the  reasons  why  they  are  still 
in  their  infancy."  Surely  there  is  some  inconsis- 
tency in  this  last  sentence  with  Mr.  Mill's  pre- 
vious assertion,  that  aU  the  most  distinguished 
writers  on  Political  Economy  had  adopted  the 
d  priori  method. 

25.  We  have,  however,  the  misfortune  to  be 
entirely  of  an  opposite  opinion  to  Mr.  Mill  on  this 
point.  We  venture  to  affirm,  that  the  true  rea- 
son why  Political  Economy  is  in  its  infancy,  is 
because  Economists  (at  least  later  ones)  have 
not  sufficiently  seen  that  it  is  a  purely  Inductive 
Science,  and  because  they  have  not  treated  it  in 
that  way.  On  the  contrary,  we  affirm  that  the 
true  reason  why  Political  Economy  is  now  over- 
run and  infested  with  doctrines  which  bear  every 
analogy  to  those  which  infected  mechanics  before 
the  days  of  Galileo,  is  because  Economists  have 
adopted  the  apriori  method  of  arbitrary  dc^ma- 
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tidng,  and  have  never  sufficiently  informed  them- 
fielres  of  the  facU  they  have  to  deal  with,  and 
never  sufficiently  tested  the  conceptions  they  have 
formed  of  the  objects  Political  Economy  deals 
with,  and  the  general  laws  they  adopt,  with  the 
laborious  care  and  rigoroos  accuracy  lliat  is  ab- 
solately  indisi)en8able  for  the  establishment  of 
tme  science.  And  we  entirely  dissent  from  Mr. 
Mill's  views  {Logic,  vol.  I.,  p.  526).  "  The  De- 
ductive Method ;  which,  in  the  present  state  of 
knowledge,  is  destined  henceforth  irrevocably  to 
predominate  in  the  coarse  of  scientific  investiga- 
tion. A  revolution  is  peaceably  and  progressively 
effecting  itself  in  Philosophy,  the  reverse  of  that 
to  which  Bacon  has  attached  his  name.  That 
great  man  changed  the  method  of  the  sciences 
firom  deductive  to  experimental,  and  it  is  now 
rapidly  reverting  from  experimental  to  deduc- 
tive." 

26.  We  have  now  got  to  the  foundation  of 
what  we  consider  Mr.  Mill's  erroneous  ideas  as 
to  the  proper  method  of  treatment  of  Political 
Economy.  He  contradistinguishes  Political  Eco- 
nomy from  physical  science,  because  he  says  it  is 
impossible  to  obtain  an  unlimited  number  of 
artificial  experiments  in  it,  and,  therefore,  it  is 
impossible  to  obtain  its  general  laws,  as  is  done  in 
physical  science.  We  shall  endeavour  to  shew 
hereafter,  that  though  in  general  it  is  not  possible 
to  have  actual  experimente,  yet  we  can  have  what, 
to  all  intents  and  purposes,  are  equivalent  to 
experiments,  and  which  stand  in  exactly  the  same 
relation  to  Political  Economy  (and  we  might  add 
the  uKM-al  sciences  in  genend,  only  that  we  must 
confine  ourselves  to  our  specific  subject)  as  expe- 
riments do  to  Physics. 

27.  Bacon,  in  describing  the  defects  of  the 
S^^Dogistic  or  a  priori  method,  which  was  in  use 
in  pl^rsical  science  in  his  day,  saw  clearly  that 
it  never  could  penetrate  the  recesses  of  nature. 
He  says,  (DistriinOio  Operis^J  "  The  Syllogism 
consists  of  propositions,  propositions  of  words,  but 
words  are  the  tokens  and  signs  of  conceptions. 
So  that  if  the  very  conceptions  of  the  mind 
(which  are,  as  it  were,  the^soul  of  words  and  the 
f»nndation  of  this  superstructure  and  edifice)  are 
badly  and  inconsiderately  formed  from  the  facts, 
vague,  nor  sufficiently  definite  and  limited,  faulty 
in  short,  in  everyway,  it  ruins  everything,*'  which 
he  repeats  almost  in  the  same  terms,  Nov.  Orf, 
Lib,  /.,  Aph.  14.  And  he  over  and  over  agam 
repeats  that  the  formation  of  conceptions,  or  defi- 
aitiona,  and  axioms,  or  general  laws,  by  true 
induction,  is  the  only  way  of  expelling  fallacies. 
So,  in  afl&rming  that  the  conceptions  and  axioms 
of  his  own  day  were  utterly  worthless,  he  says, 
Afk.  18,  ^  The  discoveries  already  made  in  the 
saenoes  are  of  such  a  sort  as  scarcely  to  be  below 
the  sur&ce  of  the  vulgar  notions ;  but  in  order  to 
paietrate  to  the  deep  recesses  of  nature,  both 
conceptions  and  axioms  must  be  derived  from 
facts,  by  a  more  certain  and  guarded  method.** 
And  ^JL  40.  '^The  formation  of  conceptions 
and  axioms,  by  a  true  induction,  is  assuredly  the 
true  remedy  to  drive  away  and  expel  fallacies. 
And  of  these  fallacies,  the  fallacies  of  language, 
(Idoia  forij^  which  men  gain  from  one  another 
by  common  discourse,  are  me  most  troublesome  of 
all.  For  the  ill  and  unfit  choice  of  words  wonder- 
fully obstructs  the  understanding.  For  words 
plauily  exert  a  power  over  the  understanding, 


and  throw  everything  into  confusion,  and  lead 
men  away  into  numberless  empty  controversies 
and  phantasies ;  for  men  believe  that  their  under- 
standing controls  their  language,  but  it  is  also 
true  that  language  reacts  and  turns  back  its 
power  over  the  understanding,  which  is  the  very 
thing  which  has  rendered  philosophy  and  the 
sciences  sophistical  and  inactive.  But  words 
are  commonly  framed  by  the  capacity  of  the 
vulgar,  and  divide  things  according  to  the  lines 
which  are  most  obvious  to  the  understanding 
of  the  vulgar.  And  whenever  a  clearer  intellect 
and  a  more  careful  observation,  wishes  to  shift 
these  lines  to  a  truer  agreement  with  nature, 
words  cry  out  against  it.  Thus  it  happens 
that  great  and  important  discussions  of  learned 
men  often  turn  into  controversies  about  words, 
and  names,  with  which  (according  to  the  wise 
custom  of  mathematicians)  it  would  be  more 
prudent  to  begin,  and  so  bring  them  into  order  by 
definitions.**  Aphs.  40,  59,  and  so  Aph.  60. 
**The  fallacies  which  words  impose  upon  the 
understanding  are  of  two  sorts.  They  are  either 
names  of  thmgs  which  do  not  exist,  *  *  or 
they  are  names  of  things  which  do  exist,  but  are 
confused  and  ill-defined,  and  hastily  and  irregu- 
larly formed  from  the  facts.  And  this  class,  which 
is  formed  by  a  bad  and  unskilful  ab^action,  is 
intricate  and  deeply  rooted.**  So  also  Aph.  105, 
"And  the  assistance  of  this  Induction  is  to  be 
used,  not  only  in  discovering  general  laws,  but 
also  in  the  formation  of  conceptions.  And 
assuredly  in  this  Induction  the  chief  hope  lies.** 

28.  Some  writers,  indeed,  suppose  that  the 
technical  terms  in  Political  Economy,  being 
chiefly  used  in  common  discourse,  cannot  be  de- 
fined with  the  same  accuracy  as  those  in  physical 
science.  This,  however,  is  a  complete  error.  A 
very  lar^  proportion  <k  the  technical  terms  in 
every  science,  at  least  in  the  older  ones,  are  words 
taken  from  common  discourse,  but  they  axe 
invariably  fixed  and  defined,  and  uniformly  used 
in  a  special  sense,  in  that  science.  This  is 
especially  the  case  in  geometry,  mechanics,  and 
theology.  Hence  we  see  that  that  circumstance 
is  by  no  means  peculiar  to  Political  Economy. 
Nor  is  the  formation  of  definitions  an  arbitrary 
proceeding.  It  is  not  an  uncommon  idea  that 
authors  may  give  their  own  definitions  to  words 
as  long  as  they  uniformly  adhere  to  the  same 
sense.  But  this,  too,  is  a  grievous  error.  Con- 
ceptions, or  Definitions,  have  their  foundation  in 
nature,  exactly  as  general  laws  have,  and  they 
.must  be  settled  by  the  same  process  and  with  the 
same  care.  There  is  a  natural  connection  of  ob- 
jects, and  this  must  be  thoroughly  understood  before 
it  is  possible  to  settle  true  conceptions.  Classifica- 
tion is  founded  on  reality,  not  upon  arbitrary 
association,  and  we  shall  never  attain  true  know- 
ledge until  we  can  look  through  the  husk  of  a 
name  to  nature. 

29.  And  most  men,  eminent  as  clear  thinkers, 
since  the  days  of  Bacon,  have  dwelt  upon  the  im- 
portance of  true  conceptions.  Thus,  Hobbes  says, 
( Leviathan^  pt,  1,  c.  4, J  *^In  the  right  definition 
of  names  lies  the  first  use  of  speech,  which  is  the 
acquisition  of  science.  And  in  wrong,  or  no  defi- 
nition, lies  the  first  abuse,  from  which  proceed  M 
false  and  senseless  tenets.'*  And  again,  "  Every 
man,  who  aspires  to  true  knowledge,  should  ex- 
amine the  definitions  of  former  authors,  and  either 
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correct  them,  or  make  them  anew."  Nor  is  Mr. 
Mill  himself  insensible  to  the  importance  of  the 
true  interpretation  of  names,  in  other  things, 
though  he  strangely  discourages  it  in  Political 
Economy,  for  he  thus  concludes  an  able  chapter  on 
Definition,  TJ^flgl'c,  Vol.  I., p.  175 J,  "But  to  pe- 
netrate to  the  more  hidden  agreement  on  which 
these  obyious  and  superficial  agreements  depend, 
is  often  one  of  the  most  difficult  of  scientific  pro- 
blems. As  it  is  among  the  most  difficult,  so  it 
seldoms  fails  to  be  among  the  most  important. 
And  since  upon  the  result  of  this  inquiry,  respect- 
ing the  causes  of  the  properties  of  a  class  of  tbongs, 
there  incidentally  depends  the  question  what  shall 
be  the  meaning  of  a  word ;  some  of  the  most  pro- 
found and  most  valuable  investigations  which  phi- 
losophy presents  to  us,  have  been  introduced  by, 
and  have  offered  themselves  under  the  guise  of, 
inquiries  into  the  definition  of  a  name.*' 

30.  And  this  is  equally  true  of  Political  Economy 
as  of  any  other  science,  and  yet  it  has  very  gene- 
rally been  overlooked,  and  even  denied.  The  whole 
science  is  founded  on  obtaining  true  conceptions  of 
a  few  fundamental  words,  such  as  Valucy  Currency y 
Capital^  Credit^  Production^  Consumption,  Measure 
ofValuej  Rate  of  Pro^  and  some  others.  Nor 
do  these  stand  by  themselves,  as  mere  isolated 
exercises  of  ingenuity.  Dr.  Whewell  points  out 
that  true  definitions  are  always  associated  with 
some  proposition,  and  that  it  is  only  true  concep- 
tions, or  general  terms,  that  render  general  pro- 
positions possible.  Nay,  in  fact,  it  is  generally 
the  discussion  of  propositions  that  gives  rise  to  the 
battle  of  definitions.  When  certain  writers  deny, 
and  sneer  at  those  who  think  that  credit  is  capital, 
it  comes  to  this.  What  is  Capital  ?  and  what  is 
Credit?  And  so  on,  of  most  of  the  disputed 
doctrines  in  Political  Economy,  it  will  invariably 
be  found  that  the  combatants  form  totally  different 
conceptions  of  the  words  they  are  using. 

31.  We  have,  in  the  foregoing  remarks,  endea- 
voured to  establish  the  following  points, — I.  That 
Bacon  declared  that  Physical  Science  was  the 
true  basis  and  preparation  for  the  study  of  Moral 
and  Political  Science,  and  that  his  method  was 
applicable  to  the  latter,  as  well  as  to  the  former. 
II.  That  Political  Economy  is  an  Inductive 
Science.  III.  That  Mr.  Mill  is  in  en-or  when  he 
says  that  all  the  most  distinguished  Economists 
have  considered  that  the  d  priori  method  is  the 
proper  mode  of  treating  it ;  that,  on  the  contrary, 
the  most  distinguished  have  considered  and  treated 
it  as  an  Inductive  Science.  IV.  That  the  same 
methods  of  investigation  are  to  be  followed  in 
Political  Economy,  as  have  been  followed  since 
the  days  of  Galileo  in  Mechanics,  that  it  consists 
of  Conceptions  and  Axioms  upon  which  the  same 
labor  is  to  be  bestowed  in  ascertaining  and  settling, 
as  is  done  in  Physical  Science,  and  that  the  settle- 
ment of  these  is  to  be  governed  by  the  same  prin- 
ciples, y.  That  the  acknowledged  standards  of 
reasoning  in  Physical  Science  are  to  be  followed 
in  Political  Economy,  and  that  if  any  of  the  pre- 
vailing doctrines,  or  modes  of  reasoning,  current 
in  Political  Economy,  are  manifest  vio&tions  of 
the  acknowledged  standards  of  reasoning  in 
Physical  Science,  they  are  to  be  condemned  and 
altered.  We  shall  not,  of  course,  in  this  place, 
enter  into  any  attempt  to  settle  each  conception  and 
axiom,  because  that  is  done  under  each  article 
separately,  to  which  we  must  refer.    We  shall 


merely  bring  forward,  in  the  following  sections,  a 
few  examples  of  the  immense  consequence  to  the 
science,  of  adopting  true  conceptions  of  some  of 
the  principal  words,  and  the  different  doctrines 
that  necessarily  follow  from  the  settlement  of  such 
definitions. 

32.  With  respect  to  the  conception  of  the 
Science  itself,  we  have  shown  the  advantage  ob- 
tained by  framing  such  a  definition  of  it,  as  shall 
be  free  from  the  objection  which  Mr.  Mill  has 
justly  brought  forward  agiunst  the  ones  in 
common  use.  By  treating  it  as  the  science  which 
treats  of  the  Lcnos  which  regulate  the  Exchange^ 
able  relations  of  quantities,  we  obviate  the  objec- 
tions which  have  been  justly  urged  against  consi- 
dering it  as  the  science  which  treats  of  the  Pro- 
ducHon,  Distribution,  and  Consumption  of  Wealth. 
For  it  at  once  draws  a  sharp  and  distinct  line 
between  an  agricultural  product,  and  the  art  and 
science  of  agriculture,  between  any  commercial 
product,  and  the  art  and  process  of  producing  it, 
and  in  general  between  any  actual  products,  and 
their  exchangeable  relations,  and  the  several  pro- 
cesses by  which  they  are  obtained.  Thus  we 
have  a  clear  and  distinct  test  of  what  the  pure 
science  of  Political  Economy  includes,  and  what 
is  to  be  considered  beyond  its  limits.  Because 
whatever  causes  an  increase  or  a  diminution  of  the 
number  of  products,  or  varies  their  exchangeable 
relations,  is  a  question  of  pure  Political  Economy, 
the  method  or  process  of  obtaining  such  products 
is  a  branch  of  the  arts  or  commerce.  Thus  the 
causes  which  induce  a  greater  or  a  diminished 
quantity  of  com  to  be  produced,  and  influence  its 
price  when  produced,  is  a  question  of  pure  Poli- 
tical Economy,  the  improved  modes  of  cultivation 
are  part  of  tne  art  and  science  of  agriculture. 
But  the  question  of  Foundling  Hospitals,  and  the 
influences  they  exert  in  increasing  or  diminishing 
the  number  of  foundlings,  is  a  question  of  pure 
Political  Economy.  So  ragged  schools  an^ reform- 
atories, so  long  as  they  are  considered  with  refer- 
ence to  the  improvement  or  deterioration  of  the 
inmates  of  them,  come  under  the  denomination  of 
morals,  but  if  we  consider  their  effects  in  increas- 
ing or  diminishing  the  number  of  criminals,  that 
is  a  question  of  Political  Economy,  and  so  on. 

33.  In  the  formation  of  conceptions  it  is  not 
only  necessary  to  obtain  true  ones,  but  also  to  fill 
them  up,  or  to  ascertain  all  the  quantities  that 
satisfy  them.  Thus,  when  we  flrmly  fix  in  our 
minds,  that  the  term  Yai^ve  in  Political  Economy 
is  exclusively  to  be  understood  as  a  Sign  of 
Eqvai<itt  between  two  ratios,  or  that,  in  fact,  we 
may  say  that  Value  is  a  proportion,  and  not  a 
jualiiv,  it  follows  that  whatever  quantity  enters 
into  this  proportion,  is  an  independent  economic 
entity,  whatever  its  nature  be.  Thus,  when  we 
say  that  one  ounce  of  gold  is  of  the  value  of  fifteen 
ounces  of  silver,  that  is  simply  the  following 
equation : — 

1  oz.  Gold  =-  15  oz.  Silver, 
which  is  the  following  proportion : — 

Gold  :  SUver  :  :  15  :  1. 
As  soon,  then,  as  we  see  that  value  is  the  sign  of 
equality  between  these  respective  quantities,  I  oz. 
gold  and  15  oz.  silver,  or  that  it  indicates  the  ratio 
in  which  gold  and  silver  will  exchange,  it  follows 
that  any  two  quantities  whatever,  between  which 
this  sign  can  be  placed,  are  to  be  considered  as 
independent  entities  in  Political  Economy,  and 
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tre  within  its  domain.  Thug,  if  an  honr*8  instruc- 
tion in  mnsic,  or  drawing,  is  worth  a  guinea,  that 
instmction  is  an  economic  entity.  Now,  an 
honr^s  instruction  in  music,  or  drawing,  and  a 
loaf  of  bread,  or  a  table,  cannot  very  well  be  com- 
pared with  each  other,  but  when  we  find  that 
persons  will  give  the  same  quantity  of  money  for 
a  certain  quantity  of  each  of  them,  they  do 
become  commensurable.  That  is,  as  Aristotle 
most  exactly  pointed  out,  the  desire  for  them,  and 
the  quantity  of  money  any  one  will  give  for  them, 
is  the  measure  of  tiieir  value.  And  it  follows 
that  each  of  them  is  an  independent  entity,  and 
must  be  treated  as  such.  Hence,  all  personal  and 
professional  services,  for  which  men  pay  money, 
are  to  be  considered  as  independent  entities,  for 
the  very  same  cause  confers  value  upon  each  of 
them — ^namely,  the  desire  of  matAind.  If  I 
require  the  Attomey-Generars  opinion,  for  which 
I  pay  fifty  guineas,  and  I  also  require  a  chro- 
nometer watch,  for  which  I  also  pay  fifty  guineas, 
it  manifestly  follows,  that  the  Attomey-G^neral*s 
opinion  is  an  economic  entity,  just  as  much  as 
the  chronometer  watch. 

34.  Now,  Adam  Smith  and  Ricardo  restricted 
their  views  to  material  products  only,  in  which 
it  is  quite  clear  that  their  system  is  defective. 
J.  B.  Say,  and  the  French  school  of  Political 
Economj,  and  Mr.  Senior,  have  seen  that 
intellectiial  capital  is,  to  all  intents  and  purposes, 
an  economic  entity.  That  the  copyright  of  a  work, 
or  the  goodwill  of  a  business,  is  an  economic 
entity  as  much  as  an  acre  of  land,  or  a  steam- 
engine.  Thus,  they  have  greatly  extended  the 
boondaries  of  the  science,  fiut  yet  they  have  not 
enlarged  it  to  its  full  limits.  Because  there  is  an 
immense  amount  of  valuable  property  which  they 
have  left  unnoticed,  and  which  is  yet  manifestly 
within  the  domain  of  Political  Economy.  And 
that  is,  all  annuities,  all  estates  in  remainder  and 
reversion,  all  future  payments  of  every  descrip- 
tion, in  short.  Thus,  for  instance,  we  may  buy 
an  annuity  of  £3  for  ever  for  £100.  Then  we 
have  the  equation : — 

jCIOO  »»  a  perpetual  annuity  of  £3. 
From  which  it  manifestly  follows,  that  the  annuity 
of  £3  is  an  independent  entity,  just  as  much  as 
the  chronometer  watch,  or  the  Attomey-General*s 
opinion. 

35.  Now  we  shall  never  obtain  a  clear  con- 
ception of  Political  Economy,  unless  we  firmly 
adhere  to  this — that  it  is  human  desire  that  confers 
value  upon  anything  whatever.  And  that  what- 
ever satisfies  a  human  want,  and  for  which  men 
will  give  anything  in  exchange,  is  an  independent 
entity,  and  that  it  is  so  only,  and  so  long  as  men 
wUl  give  something  to  obtain  it.  When  we  buy 
a  landed  estate  for  £100,000,  most  persons  will 
say  that  the  land  is  the  equivalent  for  the  money. 
And  so  it  is  in  a  certain  sense.  But  how  is  it  so? 
The  reason  is  that,  when  we  give  £100,000  for  an 
estate  we  feel  assured  that  the  land,  year  by  year, 
for  ever,  will  produce  something  of  the  value  of 
£3,000,  that  some  one  will  give  £3,000  for  its 
products.  That,  in  fiEu;t,  it  is  the  source  from  which 
a  perpetual  annuity  of  £3,000  will  spring.  Hence, 
we  see  that  it  is  the  demand  for  the  products  of 
the  land  which  confers  value  upon  it. 

36.  Now  it  manifestly  follows  that  any  source 
whatever  from  which  an  annual  revenue  springs, 
is  also  an  independent  economic  entity.    Thus, 


the  copyright  of  a  work  is  valuable,  because  it  is 
expected  that  a  certain  number  of  persons  will 
come  in  future  to  exchange  something  for  so  many 
copies  of  the  work.  So  the  goodwill  of  a  business 
is  a  valuable  thing,  because  it  is  expected  that  so 
many  persons  will  come  to  buy  at  that  shop. 
Also  a  knowledge  of  law  is  a  valuable  thing, 
because  it  is  calculated  that  a  certain  number  of 
persons  will  have  the  misfortune  to  require  some 
legal  products,  and  so  on  of  the  other  professions. 
The  same  cause  confers  value  on  each  of  them, 
the  same  cause  would  deprive  them  of  value — 
namely,  a  cessation  of  the  demand  for  their  pro- 
ducts. Now  these  considerations  strike  at  the 
very  root  of  some  of  the  prevalent  doctrines  of 
Political  Economy — ^because  it  is  a  very  common 
opinion  that  it  is  labour  that  confers  value. 
Whereas  we  see  that  it  is  demand  exclusively  that 
confers  value.  A  highly  cultivated  piece  of  land 
in  the  centre  of  Australia,  after  satisfying  the 
wants  of  the  few  persons  who  were  necessary  to 
till  it,  would  have  no  more  value  than  any  other 
portion  of  waste  land  round  it,  because  there 
would  be  no  demand  for  its  products.  Hence  we 
see  that  a  landed  estate,  the  copyright  of  a  work, 
the  goodwill  of  a  business,  a  professional  educa- 
tion, are  each  of  them  independent  entities,  and 
must  always  be  so  treated  in  Political  Economy. 

37.  But  it  follows  too,  in  fact,  it  is  only  another 
term  for  the  goodwill  of  a  business,  that  each 
man*s  skill,  industry,  judgment,  and  mercantile 
connection,  is  an  Economic  entity,  over  and  above 
his  actual  money  and  commodities,  and  is  measu- 
rable in  money ;  and  he  can  dispose  and  sell  the 
FUTUBE  produce  of  his  commercial  skill,  just  as 
much  as  he  can  of  his  existing  property ;  and  this 
in  mercantile  language  is  called  cbbbit.  And 
this  property  is  daily  bought  and  sold  to  the 
amount  of  millions  of  money,  by  means  of  instru- 
ments of  credit,  which  in  commercial  language 
are  called  Bills  of  Exchange,  and  these  Bills  of 
Exchange  do  not  represent  any  money  or  commo- 
dities whatever;  they  represent  the  future  pro- 
duce of  his  skill  and  industry ;  and  they  are  inde- 
I)endent  entities,  wholly  distinct  firom  money  and 
commodities. 

38.  Now  we  shall  see  the  application  of  Dr. 
Whewell*s  remark,  that  true  definitions  are  al- 
ways connected  with  propositions.  For,  when  we 
consider  that  the  term  value  is  the  sign  of 
equality  between  two  independent  Economic  en- 
tities (Yalub),  and  when  we  thoroughly  under- 
stand that  instruments  of  credit  are  independent 
Economic  entities,  and  not  mere  tickets  on  com- 
modities, like  Bills  of  Exchange  and  Dock  War- 
rants (CBEDrr) ;  and  when  we  further  understand 
that  Capital  is  a  particular  method  of  using  an 
Economic  entity  (Capital)  ;  that  is,  that  whether 
an  E^nomic  entity  is  to  be  considered  as  Capital, 
does  not  depend  upon  the  nature  of  the  thing 
itself,  but  upon  the  method  in  which  it  is  used ; 
and  when  we  further  consider  that  intruments 
of  Credit  are  independent  Economic  entities,  which 
may  be  used  in  the  manner  by  which  entities  be- 
come Capital,  we  arrive  at  this  great  proposition, 

THAT   CbSDIT   is   CaPITAL. 

39.  And  how  is  this  great  proposition  arrived 
at  ?  By  forming  true  conceptions  of  the  words 
Value,  Credit,  and  Capital,  But,  in  order  to 
form  a  true  conception,  a  particular  method  of 
statement  of  the  circumstances  is  indispensable. 
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Any  one  who  knows  anything  of  Political  Eco- 
nomy, must  be  aware  of  the  perpetual  sneers  and 
ridicule  a  long  series  of  writers  have  poured  out 
upon  the  doctrine  that  credit  is  capital,  and  the 
taunts  which  they  threw  at  those  persons  who 
think  that  it  is,  saying  that  they  believe  that  the 
same  thing  can  be  in  two  places  at  once.  But 
then  when  we  come  to  examine  what  the  ideas  of 
these  writers  are  upon  the  nature  of  credit,  we 
find  that  they  have  most  plainly  misconceived  it. 
^Because  they  state  the  question  thus.  That  if  B 
holds  A's  biU  payable  (say)  three  months  hence, 
that  if  it  is  a  credit  of  B's  it  is  a  debt  of  A*s,  and 
therefore  the  two  balance,  and  the  result  is  nil. 
And  they  manifestly  treat  it  as  if  it  were  a  dimi- 
nution of  A*s  existing  property,  and  consider  it  as 
an  existing  debt  of  A.  Now  this  is  an  entire 
nusconception  of  the  nature  of  the  case.  A  mer- 
chant who  has  given  his  bill,  payable  three 
months  after  date,  is  not  in  debt  at  oil  until  the 
bill  falls  due.  He  is  no  more  in  debt  than  a  far- 
mer is  in  debt  for  his  next  year*s  rent.  It  is 
utterly  bad  law  to  suppose  that  a  merchant  who 
^  gives  his  bill,  payable  three  months  hence,  is 
'in  debt.  To  say  that  it  is  a  diminution  of  his 
property  is  a  highly  ambiguous  expression,  be- 
cause it  is  true,  but  it  is  no/  true  in  the  sense 
commonly  attached  to  it.  It  is  no  diminution  of 
his  actual  property,  but  it  is  a  diminution  of  the 
products  of  his  fuJture  industry.  The  fact  is, 
that  theyicftcre  produce  of  A*s  industry  is  an  in- 
dependent entity,  and  he  has  sold  that  to  B  just 
the  same  way  as  he  might  sell  a  horse ;  but  that 
does  not  annihilate  the  existence  of  the  horse  as 
an  independent  entity.  So  it  is  perfectly  true 
that  A  may  sell  the  future  produce  of  his  indus- 
try to  B,  but  that  does  not  annihilate  the  exis- 
tence of  that  future  produce. 

40.  Bacon  (Nor>,  Org,  Lib,  I.  Aph.  65)  says 
that  there  is  a  great  and  almost  radical  distinction 
between  minds  in  regard  to  philosophy  and 
science,  that  some  are  more  apt  to  perceive  the 
difference  of  things,  and  others  the  resemblances. 
This  distinction,  though  often  insisted  upon  as 
fundamental,  will   appear   to   be   less   radical, 

Serhaps,  if  we  consider  that  to  do  each  accurately, 
epends  upon  the  same  general  power,  namely,  that 
of  separating  complex  terms  into  their  elementary 
ideas,  and  discerning  which  is  the  leading  idea, 
and  which  are  the  subordinate  ones.  When  the 
leading  ideas  of  objects  are  identical,  they  must 
be  classed  together,  even  though  some  of  the  sub- 
ordinate ones  are  opposite.  On  the  other  hand, 
when  the  leading  ideas  are  opposed,  then  there  is 
a  fundamental  distinction  between  the,  objects, 
even  though  some  of  the  subordinate  ones  are  simi- 
lar. Thus  the  same  general  power  of  the  mind  en- 
ables us  to  annihilate  spurious  identities,  and  to  de- 
tect latent  similarities.  Now  all  true  classification, 
which  is  as  much  as  to  say  all  true  science,  is 
based  upon  perceiving  fundamental  analogies 
beneath  superficial  differences,  and  fundamental 
distinctions,  beneath  superficial  resemblances. 

Now  one  of  the  fundamental  conceptions  in 
Political  Economy  Is,  that  money,  bank  notes, 
bills  of  exchange,  notwithstanding  their  superfi- 
cial difference,  are  fundamentally  analogous.  And 
that  bills  of  exchange,  bills  of  lading,  dock  war- 
rants, &c.,  though  havinff  some  supei^cial  resem- 
blances, are  fundamentally  distinct.  Now  common 
persons,  looking  only  at  the  superficial  difference 


between  bills  of  exchange  and  money,  seeing  that 
one  is  credit  and  the  other  payment,  and  that  a 
bill  of  exchange  promises  to  pay  money  on  the 
face  of  it,  think  that  they  are  totally  distinct, 
whereas  a  real  knowledge  shews  that  they  are 
each  separate  entities,  and  that  money  is  only  the 
highest  form  of  credit,  it  is  in  its  nature  only  a 
universal  bill  of  exchange.  On  the  other  hand, 
conmion  persons  looking  only  at  the  superficial 
resemblances  between  bills  of  exchange  and  bills 
of  lading,  and  supposing  that  one  represents  so 
many  sovereigns,  and  the  other  so  many  casks  of 
tallow,  and  that  they  are  both  negotiable  instru- 
ments, jump  at  the  conclusion  that  they  are 
identical  in  their  nature.  Whereas,  real  know- 
ledge of  the  subject  shews  that  they  are  wholly 
distinct,  the  former  being  independent  entities, 
and  the  latter  merely  tickets  on  goods. 

41.  And  here  we  have  one  of  those  striking 
results  which  are  invariably  found  to  attend  the 
settlement  of  some  true  conception  or  principle. 
For  a  clear  understanding  of  this  point  strikes  at 
the  root  of  that  stupendous  fallacy,  John  Law*s 
theory  of  currency,  which  has  been  an  insoluble 
ffiuigma  to  Political  Economv  from  that  day  to 
this ;  for  it  is  entirely  founded  on  confounding  the 
distinction  between  bills  of  exchange  and  bills  of 
lading,  and  supposing  that  any  paper  currency, 
which  only  represents  some  article  of  value,  will 
maintain  its  value  with  respect  to  gold  and  silver. 
And  innumerable  projectors  at  the  present  day 
believe  in  it;  nay,  we  constantly  find  some  person 
starting  up  and  announcing  it  as  some  great  new 
discovery,  whereas  it  has  l^n  tried  over  and  over 
again  and  uniformly  failed.  A  true  conception  of 
this  point  lays  the  axe  at  the  root  of  all  the 
theories  of  basing  a  paper  currency  upon  land, 
the  public  fun£,  or  commodities,  because  it 
shews  us  that  money  and  instruments  of  credit 
perform  a  certain  peculiar  function  in  Economy, 
which  is  wholly  distinct  from  that  performed  by 
commodities.  Thus  we  see  that  one  great  prac- 
tical good  obtained  from  the  settlement  of  a  true 
conception  is,  that  it  instantly  detects  and  ex- 
poses a  most  dangerous  and  fallacious  theory, 
which  has  often  been  tried  and  unifonnly  failed. 

42.  Thus  we  see  that  the  attainment  of  true 
conceptions  is  not  a  mere  matter  of  l(^machy, 
but  one  of  enormous  practical  importance.  For 
the  policy  of  nations  has  often  been  guided  by  the 
assumed  meaning  of  an  expression.  Thus  the 
expression  the  iMlance  of  trade  misguided  and 
misled  the  most  sagacious  ministers  and  states- 
men, for  a  very  long  time,  into  a  most  mischievous 
course  of  legislation,  until  at  last  some  clear 
sighted  Political  Economists  began  to  examine 
into  the  meaning  of  the  phrase,  and  then  it  was 
found  to  be  the  most  palpable  delusion,  the  veriest 
chimera,  and  most  transparent  sophism  that  ever 
deceived  mankind,  even  in  Political  Economy, 
which  is  saying  a  great  deal.  Thus,  too,  the  dis- 
puted points  in  the  theory  of  the  Income  Tax  as 
to  a  difference  in  rating  incomes  from  profes- 
sions and  property,  can  only  be  settled  by  a  true 
conception  of  the  nature  of  capital. 

43.  We  shall  only  select  one  more  instance 
of  the  erroneous  doctrines  which  spring  from  an 
inaccurate  definition.  It  is  a  principle  of 
Ricardo*s,  which  has  been  adopted  by  his  fol- 
lowers, that  the  rate  of  profit  is  solely  influenced 
by  the  rate  of  wages,  that  profits  rise  when  wages 
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ML»  and  profits  fall  when  wages  rise.  A  very 
slight  knowledge  of  commerce  shows  that  this 
doctrine  is  a  pure  delusion.  Practical  experience 
shews  that  profits  are  often  highest  when  wages 
are  high,  and  when  profits  are  low,  wages  are  low 
too.  And  when  we  examine  the  matter,  we  find 
that  the  &lse  doctrine  springs  entirely  from  a 
false  definition.  Because  Political  Economists 
have  failed  to  see  that  the  rate  of  prq/U  must  be 
reduced  to  the  same  standard  as  the  rate  of 
mteresL  Adam  Smith  uses  the  expressions  rate 
of  interest  and  rate  of  profit  withont  seeing  that 
both  rates  must  be  reduced  to  the  same  standard. 
When  a  man  borrows  £100  and  pays  £5  for  the 
ue  of  it,  we  always  refer  that  to  the  standard  of 
the  year.  Whereas  the  term  rate  ofprojit  is  used 
by  Pcdittcal  Economists,  to  mean  simply  the  ratio 
of  the  profit  to  the  cost  of  production  without  re- 
ference to  the  time.  But  this  is  a  most  manifest 
error,  and  the  whole  of  Ricardo*s  chapter  on 
profits  is  based  upon  this  manifest  fallacy.  The 
error  is  in  confounding  the  actual  profit  with  the 
rate  of  profit  Now  it  may  easuy  happen, 
that  the  rate  of  profit  is  the  greatest,  when  the 
actual  profit  is  the  least,  and  the  contrary.  Thus, 
if  a  man  makes  50  per  cent,  by  one  transaction, 
that  is  a  high  profit,  but  if  he  only  effects  one 
transaction  in  the  year,  that  would  not  be  a  great 
mte  of  profit  But  if  he  made  a  profit  of  only  5 
per  centl,  that  would  not  be  a  high  actual  profit,  but 
if  he  made  it  in  one  day,  it  would  be  at  the  rate 
of  upwards  of  1,700  per  cent,  per  annum.  Now, 
these  considerations,  which  are  manifestly  true, 
entirely  overthrow  a  very  large  portion  of  the 
current  doctrines  upon  wages  and  profits. 

44.  We  must  content  ourselves  with  these  ex- 
amples, which,  we  think,  are  sufficient  to  establish 
the  point  we  are  anxious  to  enforce — ^namely,  the 
immense  practical  importance  of  accurate  defini- 
tions. There  is,  however,  one  further  point  we 
must  notice ;  that  when  we  have  once  accurately 
obtained  and  settled  true  conceptions,  we  must 
carefully  avoid  using  expressions  which  are  in- 
consistent with  them,  and  if  we  find  that  such 
expressions  are  in  common  use,  we  must  do  our 
h^t  to  extirpate  such  noxious  words  firom  the 
science.  Thus,  when  we  thoroughly  understand 
the  conception  that  value  is  the  sign  of  equality 
between  two  independent  quantities,  or  is  a  pro- 
portion, we  instantly  see  that  such  expressions  as 
repreeeaUative  of  value^  and  intrinsic  vabte^  are 
a&olnte  nonsense.  To  speak  of  the  representative 
of  value  is  as  manifestly  erroneous  as  to  speak  of 
the  representative  of  a  proportion ;  intrinsic  value 
is  as  unintelligible  jargon  as  to  speak  of  an  tn^'n- 
sic  proportunit  or  an  inJbnnsie  relation.  It  is 
absolutely  necessary,  therefore,  to  banish  such 
expressions  firom  the  science,  and  all  expressions 
liable  to  a  similar  objection.  That  this  is  a 
matter  of  very  great  difficulty  is  extremely  true, 
but  the  science  never  will  be  brought  to  a  satis- 
ftctory  state  until  it  is  done,  and  if  it  is  never 
b^fun,  it  will  never  be  done. 

46.  Folly  sensible  as  we  are  of  the  extreme 
imperfection  of  the  foregoing  remarks,  we  must 
now  leave  this  part  of  our  subject.  The  contra- 
dictory views  of  different  Economists  will  be 
brought  together  under  each  term  separately,  and 
some  of  the  consequences  that  result  from  them 
exphiined.  We  may,  toOy'refer  our  readers  to  the 
Appendix  to  Archbishop  Whately's  Elements  of 
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Logic^  where,  under  the  head  of  Ambiguous 
Terms,  sev^td  of  the  contradictory  opinions  of 
writers  are  brought  into  contrast.  Amonff  them 
is  the  term  Wealthy  and  we  will  conclude  this 
part  of  the  subject  with  some  remarks  of  his.  "  It 
were  well  if  the  ambiguities  of  this  word  had  done 
no  more  than  puzzle  philosophers.  One  of  them 
gave  birth  to  the  mercantile  system  •  •  »  The 
results  have  been  firaud,  punishment,  and  poverty 
at  home,  and  discord  and  war  without  «  •  «  It 
has  for  centuries  done  more^  and  perhaps  for  cen^ 
turies  to  come  unU  do  more,  to  retard  the  improve^ 
ment  of  Europe^  than  all  other  causes  together ^ 

On  the  Formation  of  Axioms* 

46.  "Definition  and  Proposition,"  says  Dr. 
Whewell,  "  are  the  two  handles  of  the  instrument 
by  which  we  apprehend  truth."  We  must  now 
make  some  observations  as  to  the  method  by 
which  the  Axioms  of  Political  Economy  are  to 
be  settled.  But  the  word  Axiom  itself  has  been 
a  subject  of  much  controversy ;  for  some  restrict 
it  exclusively  to  mean  a  self-evident  truth.  We 
cannot  prolong  this  article  by  entering  upon  this 
discussion.  It  is  sufficient  to  say  that  we  use  the 
word  in  the  ^neral  sense  of  a  fundamental  prin- 
ciple, which  IS  used  as  the  foundation  of  a  science, 
or  a  general  system  of  reasoning.  In  such  a 
science  as  geometry,  the  Axioms  are  from  the 
necessity  of  the  case,  self-evident.  But  in  the 
physical  sciences  they  are  not  so.  On  the  con- 
trary, it  is  the  very  object  of  the  Inductive  Phi- 
losophy to  discover  them.  The  name  of  Axiom 
is  given  by  Bacon  and  Newton  to  those  great 
general  principles  which  are  decided  to  be  true 
by  Induction,  such  as  the  laws  of  motion.  And 
to  this  sense  of  the  word  we  adhere.  Now,  as 
we  have  defined  Political  Economy  as  the  science 
which  investigates  the  laws  which  regulate  the 
exchangeable  relations  of  quantities,  it  is  evident 
that  our  next  object  is  to  endeavour  to  discover 
some  general  laws,  or  expressions,  which  explain 
the  phenomena  in  Political  Economy,  with  the 
same  generality  as  the  laws  of  motion  do  the 
phenomena  of  motion. 

47.  And  it  is  in  the  mode  of  deciding  which 
is  the  true  one  among  any  number  of  proposed 
laws,  that  the  whole  nature  and  character  of  the 
science  consists.  In  physical  science  it  is  gene- 
rally possible  to  devise  any  number  of  arbitrary 
experiments,  from  which  it  is  possible  to  decide 
in  favor  of  any  law,  out  of  any  number  that  may 
be  proposed,  by  the  laws  of  Inductive  Logic, 
whence  Inductive  Science  is  frequently  called 
Experimental  Science,  and  the  two  names  are 
used  as  almost  synonymous ;  and  we  have  seen 
that  the  reason  why  Mr.  Mill  has  denied  that 
Political  Economy  is  an  inductive  science,  is 
because  it  is  not  possible  to  have  an  unlimited 
number  of  arbitrary  experiments  in  it.  From 
which  he  faUs  back  upon  the  a  priori  or  dogmatic 
method,  or  we  may  call  it  both  the  ante-  and  the 
anti-Baconian  metiiod. 

48.  Bacon,  however,  has  declared  that  the 
moral  and  political  sciences,  among  which  of 
course  is  included  Political  Economy,  are  purely 
inductive  sciences,  and  are  to  be  constructed  by 
exactly  the  same  method;  and,  in  our  opinion, 
Bacon  is  right.  It  is  perfectly  true  that,  in 
Political  Economy,  it  is  not  generally  possible  to 
make  experiments,  except  by  those  who  are  at 
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the  head  of  affairs.  We  may,  therefore,  at  once 
admit  that  a  solitary  inqnirer  has  not  the  power 
of  making  an  unlimited  number  of  arbitrary  ex- 
periments, and  that  we  can  only  watch,  by  direct 
observation,  those  performed  by  the  State.  But 
in  Political  Economy— and  in  the  Moral  Sciences 
generally — ^we  can  have  what  are  in  all  respects 
equivalent  to  experiments — namely,  FEIGNED 
CASES.  It  is  perfectly  well  known,  that  when 
the  application  of  a  le^  principle  is  doubtftd,  it 
is  customary  to  feien  a  case^  for  the  purpose  of 
clearing  up  doubtful  points,  and  the  same  is  true 
of  the  Moral  Sciences  generally;  and  we  can 
argue  from  feigned  cases,  and  deduce  principles 
from  them,  with  exactly  the  same  degree  of  cer- 
tainty as  if  they  were  real  cases,  and  also  with 
the  same  degree  of  certainty  as  principles  are 
tested  by  real  experiments  in  experimental 
science. 

49.  But  there  is  one  point  which  must  be 
particularly  attended  to  in  such  a  mode  of  argu- 
ment, drawn  from  the  very  analogy  of  experi- 
ments. The  feigned  cases  devised  for  the  purpose 
of  eliciting  principles  must  he  possible.  An  experi- 
ment from  its  very  nature  is  a  possible  combina- 
tion of  circumstances.  Now,  in  Political  Economy 
no  true  principle  can  be  deduced  from  an 
impossible  case.  It  is  not  possible  to  predicate 
any  result  at  all  in  such  a  case.  Nor  is  this  pal- 
pable truth  of  small  importance.  Writers  who 
have  adopted  the  a  priori  method  have  often 
argued  from  feigned  cases,  but  they  have  not 
always  observed  this  rule.  We  will  only  cite 
one  conspicuous  instance  of  the  violation  of  this 
principle.  In  some  attempts  that  have  been 
made  to  shew  that  an  increase  of  the  currency 
can  have  no  effect  in  increasing  the  production  of 
wealth,  but  would  only  raise  the  price  of  existing 
commodities,  it  is  sometimes  argued  in  this  man- 
ner : — "  Suppose,"  it  is  said,  "  people  were  to 
awake  some  morning  and  find  idl  their  money 
doubled  in  quantity,  what  would  be  the  effect  ? 
Simply  that  the  prices  of  all  commodities  would 
be  doubled.**  But  the  answer  to  this  mode  of 
arming  is,  that  it  is  an  impossible  case,  and  no 
principle  can  be  deduced  from  such  a  case.  It  is 
not  possible  that  such  a  thing  should  happen,  and 
all  results  attempted  to  be  deduct  from  such  an 
example  must  be  discarded  as  futile.  If  we 
would  deduce  principles  of  any  worth  from  a 
supposed  case  of  the  doubling  of  the  quantity  of 
the  currency,  we  must  strictly  follow  the  method 
in  which  it  would  really  take  place. 

50.  And  it  is  just  in  this  very  thing  that  the 
genius  of  the  Platonic  Philosophy  consists.  It  is 
essentially  Inductive.  Only  Plato  applied  the 
Inductive  method  to  the  ideas  of  the  moral  world. 
Bacon  to  the  ideas  of  the  physical  world.  That 
Plato  was  not  always  successful  any  more  than 
Bacon,  is  true.  But  the  genius  of  the  philosophy 
of  each  was  identical.  But  the  immense  and  the 
undivided  merit  of  Bacon  was,  that  he  saw  and 
declared  that  Physical  Inductive  Science  must 
FXECBps  Moral  Inductive  Science.  That  Natu- 
ral Science  was  the  nursing  mother  of  all  science, 
that  in  it  are  to  be  found  the  types  and  standards 
of  reasoning,  to  which  all  other  reasoning  is  to  be 
referred,  that  it  is  the  raida-yb»y<$c  to  lead  us  to 
the  study  of  Moral  Science.  And  we  insist  upon 
this  the  more  strongly,  because  it  has  been  most 
strangely  overlooked  and  denied.    We  have  seen 


by  the  extract  we  have  given  above  from  J.  B. 
Say,  his  extraordinary  ai^ertion  that  Bacon  was 
completely  ignorant  of  the  connection  between  the 
two  I    And  others,  too,  have  fallen  into  a  similar 
error,  and  that  it  is  a  most  grievous  error,  we 
have  proved  by  extracts  from  Bacon  hiniself. 
Hence,  we  see  that  there  are  two  great  divisions 
of  Inductive  Science,  the  one  Physical,  and  the 
other  Moral,  both  absolutely  identical  in  their 
genius,  both  to  be  followed  and  cultivated  by  the 
same  method.    Now,  Physical  Science  often  re^ 
ceives  a  name  from  the  character  of  the  method 
by  which  its  general  laws,  or  Axioms,  are  proved, 
that  is,  by  observation  and  experimentt  and  from 
this  it  is  often  called  Expseimental  Phiu>sopht. 
Now,  it  seems  to  be  of  some  advantage  to  have  a 
name  for  that  great  division  of  Inductive  Science, 
whose  Axioms  are  tested  by  observation  and 
feigned   cases^    and   the    name  of    EXPERI- 
ENTIAL Philosopht  seems  not  inappropriate. 
Hence,  we  have  Inductive  Science  dividd  into 
two  great  provinces.  Physical  and  Moral,  which 
may  be  respectively  named  Experimentsd  and 
Experiential  Philosophy,  and  then  we  have  this 
principle,  that  pos8ibi.b  pbionkd  casbs   are  to 
ExPKRiENTiAL  Scicnce^  what  BXPsniiuifTS  are 
to  ExPEBiMXMTAi.  Scicncc, 

&\.  As  soon  as  we  admit  this,  it  follows  that 
the  whole  of  that  great  body  of  Inductive  Logic, 
the  foundations  of  which  were  laid  by  Bacon,  and 
which  has  been  subsequently  extended  and  added 
to  by  other  writers  since  his  time,  for  the  purpose 
of  testing  Axioms  or  general  principles,  by  due 
experiments,  is  applicable  to  test  the  principles 
of  Experiential  Science  by  properly  devised 
feigned  cases. 

52.  There  is,  however,  a  point  of  difference 
to  be  .noted.  In  Experimentol  Science  we  can 
always  predict  that  the  result  will  be  true  in  each 
particular  instance.  In  Experiential  Science,  it 
is  only  possible  to  say  that  such  and  such  results 
will  take  place,  but  it  is  not  possible  to  say  that 
any  given  individual  will  do  them.  The  pro- 
perties in  the  physical  world  are  absolutely 
uniform,  and  every  individual  is  constrained  by 
the  Supreme  Artificer  to  obey  them.  We  know 
that  every  individual  magnet  will  attract  every 
individual  needle.  But,  though  we  know  that  in 
Political  Economy,  wherever  a  profit  is  notoriously 
to  be  made,  somebody  wDl  make  it,  yet  we  cannot 
say  what  individual  will  do  it.  Thus,  if  the  rate 
of  discount  were  6  per  cent,  at  Paris,  and  4  per 
cent,  in  London,  we  know  that  it  would  be  pro- 
fitable to  fabricate  Bills  of  Exchange  for  the  pur- 
pose of  exporting  bullion  from  London  to  Paria, 
and  we  can  infallibly  say  that  it  will  be  done, 
though  we  cannot  say  that  this  or  that  merchant 
will  do  it.  And  thus,  knowing  that  it  will 
infallibly  be  done  by  some  one,  we  are  enabled  to 
form  the  general  principle,  that  the  rates  of  dis- 
count between  the  two  places  must  be  broo^t 
within  a  certain  degree  of  equality  to  stop  the 
flow  of  bullion  from  one  place  to  the  other.  Now, 
this  general  principle  is  just  as  true  and  certain 
as  the  law  of  gravitation,  and  it  gives  us  a  true 
and  certain  law  to  guide  us  under  certain  circum- 
stances, and  it  gives  a  final  and  conclusive 
answer  to  all  economists  who  think  that  the  rate 
of  discoimt  can  be  kept  uniform  in  this  country, 
without  reference  to  the  current  rates  in  other 
countries. 
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S$,  Haring  then  gained  this  solid  foundation, 
that  possible  feigned  cases  are  in  every  respect 
sDalogons  to  experiments,  that  they  may  be  de- 
vised with  the  same  unlimited  variety,  and  that 
that  great  body  of  well  settled  and  impregnable 
Indactive  Logic,  built  up  and  matured  by  the  care 
and  sagacity  of  Bacon  and  other  eminent  men, 
is  to  be  applied  to  test  the  Axioms  of  Experi- 
ential Science,  we  shall  now  proceed  to  see 
whether  it  is  possible  to  establish  Axioms  regard- 
ing the  exchangeable  relations  of  quantities,  ex- 
actly analogous  to  the  laws  of  mechanics,  and 
which  shall  be  proved  to  be  true  by  the  very 
same  standards  of  reasoning,  and  we  shall  also 
test  the  doctrines  of  some  writers  of  great  influ- 
eoce  in  Political  Economy,  by  the  same  standard. 

Si.  And  first  of  all  let  us  observe  Bacon's  pre- 
cepts regarding  the  formation  of  Axioms  in 
Ph^^ical  Science.  In  these  we  have  only  to  sub- 
substitute  "feigned  cases"  for  "experiments** 
thronghout,  and  we  shall  obtain  an  Inductive 
lifljgic  for  JSxperiential  Philosophy.  He  says, 
DiOribwtio  OperUj  "  Those  who  aspire  to  discover 
and  to  know,  and  not  to  guess  or  divine,  not  to 
devise  mimic  and  fabulous  worlds  of  their  own, 
bat  to  penetrate  and  dissect  nature  herself,  must 
seek  everything  from  the  facts  themselves.  Nor 
can  any  genius,  or  thinking,  or  argument,  suffi- 
ciently supply  the  place  of  this  labour,  search, 
and  world-wide  perambulation ;  no,  not  if  all 
men's  wits  could  meet  in  one.*'  That  an  entire 
reconstruction  of  science  was  necessary,  of  which 
the  foundation  must  be  laid  in  a  description  of 
nature,  which  was  not  to  be  turned  at  first  so 
much  to  actual  fruition,  as  to  throw  light  on  the 
discovery  of  causes,  and  to  supply  the  infant 
science  with  the  first  nourishment.  "  For  though 
we  are  chiefly  in  pursuit  of  the  practical  and 
active  part  of  science,  we  must  wait  for  the  time 
of  the  harvest,  and  not  reap  the  moss,  or  the 
green  com.  For  we  well  know  that  general 
principles  once  rightly  discovered,  will  carry 
whole  troops  of  works  along  with  them,  and  will 
produce  effects,  not  in  single  instances,  but  in 
rndtitudes."  And  in  Nov.  Org.  Lib.  /.,  Aph.  70, 
in  enforcing  the  necessity  of  carefully  devised  ex- 
periments, (or  feigned  cases,)  and  the  care  and 
attention  necessary  to  contrive  a  variety  of  them, 
and  to  extend  the  inquiry  generally,  "  Pot  no  one 
snccessfuity  investigatee  the  nature  of  a  thing  in 
the  thing  itself.*'  And  he  advises  us  to  imitate 
the  divine  wisdom,  which  in  the  first  day  created 
%ht  only.  So  we  must  endeavour  to  gather  from 
ail  sorts  of  experience,  and  to  discover  true  causes, 
^d  general  principles,  and  to  devise  ''^experimenta 
iMci/era^  for  this  purpose,  or  instances  contrived 
with  the  express  view  of  testing  general  princi- 
ples, before  we  go  to  practice.  Let  us  now,  then, 
endeavour  to  apply  the  preceding  principles  to 
the  ascertainment  of  the  Axioms  of  Political  Eco- 
nomy. That  18,  let  us  apply  the  well-known  and 
Kttled  hws  of  Inductive  Logic  to  decide  which 
of  several  proposed  Axi(»ns  are  to  be  admitted 
IS  true. 

53.  There  is  one  law  of  Inductive  Logic,  which 
°^  been  discovered  and  settled  since  Bacon*s 
time,  which  we  shall  find  to  be  of  supreme  im- 
portance in  governing  our  decision.  It  is  the 
^  of  Contbrnty.  "  The  Law  of  Continuity,** 
«y8  Dr.  Whewell,  (PhU.  Ind.  Sci.,  Vol.  II., 
^413,)  "cQDSista  in  this  proposition  ;---rAa/  a 


quantity  cannot  pass  from  one  amount  to  another,  by 
any  change  of  conditions,  without  passing  through 
all  intermediate  degrees  of  magnitude,  according 
to  the  intermediate  conditions.  And  this  law  may 
often  be  employed  to  correct  inaccurate  inductions, 
and  to  reject  distinctions  which  have  no  real 
foundation  in  nature.  For  example,  the  Aris- 
totelians made  a  distinction  between  motions 
according  to  nature,  as  that  of  a  body  falling 
vertically  downwards,  and  motions  contrary  to 
nature,  as  that  of  a  body  moving  along  a  horizontal 
plane;  the  former  they  held  became  naturally 
quicker  and  quicker,  the  latter  naturally  slower 
and  slower.  But  to  this  it  might  be  replied,  that 
a  horizontal  line  may  pass,  by  gradual  motion 
through  various  inclined  positions,  to  a  vertical 
position,  and  thus  the  retarded  motion  may  pass 
into  the  accelerated,  and  hence  there  must  be 
some  inclined  plane  on  which  the  motion  down- 
wards is  naturally  uniform ;  which  is  false,  and 
therefore  the  distinction  of  such  kinds  of  motion 
is  unfounded.**  That  is  to  say,  there  is  no  point 
whatever  at  which  the  one  kind  of  motion  passes 
into  the  other.  And  again,  p.  415: — '^The  evi- 
dence of  the  Law  of  Continuity  resides  in  the 
universality  of  those  ideas  which  enter  into  our 
apprehension  of  the  laws  of  nature.  When  of  two 
quantities,  one  depends  upon  the  other,  the  Law  of 
Continuity  necessarily  governs  this  dependence. 
Every  pmlosopher  has  tne  power  of  applying  this 
law,  in  proportion  as  he  has  the  faculty  of  appre- 
hending the  ideas  which  he  employs  in  his  induc- 
tion, with  the  same  clearness  and  steadiness  which 
belong  to  the  fundamental  ideas  of  quantity,  space, 
and  number.  To  those  who  possess  this  faculty, 
the  Law  is  a  Rule  of  very  wide  and  decisive  appli* 
cation.  Its  use,  as  has  appeared  in  the  above 
examples,  is  seen  rather  in  the  disproof  of  erro- 
neous views,  and  in  the  correction  of  false  pro- 
positions, than  in  the  invention  of  new  truths. 
It  is  a  test  of  truth,  rather  than  an  instrument  of 
discovery.*^  Which,  we  may  observe,  is  the  true 
Amotion  of  all  Logic,  both  Aristotelian  and  Baco- 
nian,— ^formal  and  inductive. 

56.  Now  let  us  apply  the  principles  we  have 
endeavoured  to  establish  regarding  possible  feign- 
ed cases,  and  the  law  of  continuity,  to  the  verifi- 
cation of  an  axiom  regarding  the  general  law  of 
price  in  Political  Economy.  We  have  (Elements 
of  Political  Economy;  and  Prices,  Theobt  of) 
devised  two  possible  feigned  cases  of  the  extremes 
of  price.  We  have  shewn  that  when  it  is  ex- 
tremely low  it  depends  upon  what  is  commonly 
called,  the  law  of  supply  and  demand,  and  we  have 
shewn  that  when  it  is  extremely  high  it  also  de- 
pends upon  the  same  law  of  supply  and  demand. 
We  have  shewn  that  no  other  law  whatever,  but 
that  of  supply  and  demand,  operates  at  the  ex- 
treme points  of  price ;  hence,  we  affirm,  by  virtue 
of  the  Law  of  Continuity,  that  the  same  law  of 
demand  and  supply,  universally,  solely,  and  exclu' 
sively,  regulates  price  at  all  intermediate  points,  in 
all  cases  whatever,  and  at  all  times. 

57.  By  virtue,  therefore,  of  the  preceding  con- 
siderations, we  take  our  stand  in  this  impregnable 
position.  We  affirm  that  this  induction  is  as  con- 
clusive as  any  in  existence,  and  that  no  criticism^ 
or  cavils,  or  objections,  can  shake  it  more  than  the 
ripple  of  the  summer  sea  can  wash  away  Ailsa 
Craig.  Standing  on  this  solid  foundation,  we  can 
affirm  that  if  any  other  kw  whatever  be  proposed 
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B8  regulating  price,  at  any  intermediate  point 
between  tlie  extremes,  other  than  demand  arid  sup-' 
ply^  it  must  be  unsonnd ;  and  if  any  one  be  proposed 
which  does,  apparently^  in  some  instances  influence 
price,  we  may  affirm  that  it  will  be  found  to  be 
only  a  particular  case  of  the  general  law,  and 
that  genuine  Inductive  Logic  will  prove  that  it  is 
not  Vie  true  law. 

58.  It  is  well  known  that  a  different  law  from 
supply  and  demand  has  been  proposed  by  a  writer, 
who,  it  is  undeniable,  has  exercised  an  influence 
over  opinion  in  this  country,  only  second  to  Adam 
Smith  himself — ^Ricardo;  and  we  must  now  bring 
the  law  he  has  proposed,  and  which  has  been  very 
widely  received,  to  the  test  of  Inductive  Logic. 
Ricardo*s  Law  is,  that  cost  of  production  regulates 
value, 

59.  Ricardo,  page  2  of  his  celebrated  work, 
says,  '^  There  are  some  conmiodities,  the  value  of 
which  is  determined  by  their  scarcity  alone.  No 
labor  can  increase  the  quantity  of  such  goods, 
and,  therefore,  their  value  cannot  be  lowered  by 
an  increased  supply.  Some  rare  statues  and  pic- 
tures, scarce  books  and  coins,  wines  of  a  peculiar 
quality,  which  can  be  made  only  from  grapes 
grown  on  a  particular  soil,  of  which  there  is  a 
very  limited  quantity,  are  aU  of  this  description. 
Their  value  is  wholly  independent  of  the  quantity 
of  labor  originally  necessary  to  produce  them,  and 
varies  with  the  varying  wealth  and  inclinations  of 
those  who  are  desirous  to  possess  them. 

"  These  commodities,  however,  form  a  very 
small  part  of  the  mass  of  commodities  daily  ex- 
changed in  the  mai'ket.  By  far  the  greatest  part 
of  those  goods  which  are  the  objects  of  desire, 
are  procured  by  labor ;  and  they  may  be  multi- 
plied, not  in  one  country  alone,  but  in  many, 
almost  without  any  assignable  limits,  if  we  are 
disposed  to  bestow  the  labor  necessary  to  obtain 
them. 

^'In  speaking  then  of  commodities,  of  their 
exchangeable  value,  and  of  the  laws  which  regu- 
late their  relative  prices,  we  mean  always  such 
commodities  only  as  can  be  increased  in  quantity 
by  the  exertion  of  human  industry,  and  on  the 
production  of  which  competition  operates  without 
restraint.** 

60.  Now,  we  object,  in  limine^  to  this  method 
of  conducting  the  inquiry.  To  tear  and  dissever 
a  small  portion  of  the  phenomena  from  the  entire 
body,  is  to  violate  the  very  first  principles  of 
Inductive  Science.  Designedly  and  systematically 
to  exclude  all  phenomena  from  the  investigation, 
which  do  not  square  with  some  theory,  and  to  lay 
down  a  law  which  is  applicable  to  them  only,  and 
in  direct  opposition  to  the  laws  which  regulate 
other  phenomena,  is  at  variance  with  all  modern 
science.  If  Ricardo  had  wished  to  consider  only 
a  particular  class  of  phenomena,  the  true  way 
would  have  been  to  take  the  general  law,  and 
shew  the  particular  circumstances  that  modified 
it  in  that  class  of  cases.  But  Ricardo  has  done 
exactly  what  an  Astronomer  would  do  if  he  were 
systematically  to  exclude  from  investigation  all 
phenomena  but  those  which  agreed  with  the  Pto- 
lemaic system,  and  propounded  a  set  of  laws  which 
only  apparently  explained  these  phenomena,  and 
were  directly  opposed  to  the  laws  of  all  other 
celestial  phenomena.  H  e  has  specifically  excluded 
from  consideration  all  but  a  certain  class  of  phe- 
nomena, and  for  the  explanation  of  these  he  pro- 


poses a  law,  which  is  not  the  general  law  modified 
to  suit  that  one  class  of  cases,  but  which  is  in 
direct  opposition  to  the  laws  which  regulate  all 
other  phenomena. 

61.  Now,  we  say  that  this  general  statemoit 
of  his  mode  of  inquiry  is  sufficient  to  insure  its 
condenmation  by  any  one  acquainted  with  modeni 
science ;  even  before  we  come  to  examine  parti- 
cular objections  to  it,  or  shew  what  specific  prin- 
ciples it  violates.  In  the  first  place,  we  must  say, 
that  the  proportion  of  economic  quantites  which 
are  beyond  the  pale  of  the  Ricardian  law  is  very 
much  greater  than  he  is  disposed  to  allow.  But 
we  shall  shew  that  even  in  the  class  of  cases  he 
does  consider  his  law  is  not  the  true  one,  but  they 
are  particular  cases  of  the  general  law. 

62.  In  the  first  place,  we  must  observe  this  as 
an  essential  property  of  any  general  expression, 
that  it  must  exhibit  an  the  face  of  it  all  the  elements 
which  influence  its  action.  Now,  it  is  perfectly 
undoubted  that  quality  is  one  element  that  in- 
fluences value.  But  what  trace  of  it  appears  on 
the  face  of  the  law  that  cost  of  production  regu- 
lates value  f  This,  then,  is  one  essential  particular 
in  which  the  Ricardian  law  is  manifestly  defective. 

63.  Let  us  now  call  to  mind  a  few  of  the 
Baconian  precepts  regardiuff  the  formation  of 
Axioms,  which  are  undoubted  portions  of  Induc- 
tive Logic.  He  says,  Nov.  Org.  Lib.  /.,  ApA-  46. 
"  The  human  understanding,  when  it  has  once 
adopted  an  opinion,  (either  because  it  is  the  re- 
ceived opinion,  and  believed,  or  because  it  pleases 
it,)  draws  all  things  else  to  support  and  agree 
with  it;  and  although  there  be  a  greater  numb^ 
and  weight  of  instances  opposed  to  it,  yet  it  either 
takes  no  notice  of  and  despises  these,  or  else  by 
some  distinction  sets  these  aside  and  rejects  them, 
and  so  prejudging  the  matter  to  a  great  and  per- 
nicious extent,  so  that  the  authority  of  its  former 
conclusions  may  remain  untouched."  A  very  pic- 
ture, surely,  of  the  Ricardian  mode  of  inquiry! 
He  then  says,  "  This  mischief  insinuates  iteelf 
with  great  subtlety  into  philosophy  and  the 
sciences,  in  which  an  opinion,  once  taken  up,  co- 
lours and  reduces  to  agreement  with  itself,  aU 
others,  even  though  they  are  far  stronger  and 
better.  But  even  passing  over  that  vanity  and 
pleasure  I  have  spoken  of,  it  is  still  the  peculiar 
and  constant  error  of  the  human  mind  to  be  more 
moved  and  influenced  by  affirmative  than  by  ne- 
gative cases ;  whereas  it  ought  to  hold  iiseif  en- 
tirely impartial  to  each ;  nay  even,  in  the  formation 
of  a  true  axiom,  the  negative  instance  is  the  more 
forcible  of  the  two.''  So  also  Parasceve  JF.,  "For 
that  fashion  of  taking  few  things  into  account,  and 
deciding  with  reference  to  a  few  things  only,  has 
been  the  ruin  of  everything." 

64.  In  tliis  place  we  cannot  of  course  repeat 
the  instances  we  have  given  elsewhere,  and  to 
these  we  refer  (Pbicbs,  Thbobt  or);  we  can 
only  state  the  conclusions.  We  have  shewn,  then, 
by  the  instance  of  two  strata  of  coals,  that  com- 
modities may  be  produced  under  precisely  the 
same  circumstances  in  all  respects  of  cost  of  pro- 
duction, and  differ  only  in  quality^  and  the  ^value 
will  be  extremely  different.  And  this  is  a  n^vtive 
instance  of  decisive  authority  and  weight.  By 
all  the  laws  of  Inductive  Science,  thia  ungle 
instance  is  fatal  to  the  Ricardian  Law. 

65.  But  besides  this  we  have  shewn  by  a  aeries 
of  examples,  partly  drawn  from  actual  obserra- 
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tkm,  and  partiT  from  feigned  cases,  that  no  change 
in  cost  of  production  can  produce  any  change  in 
Talue  unless  accompanied  by  a  change  in  the  state 
of  supply  and  demand.  We  have  also  shewn  that 
a  chai^ie  in  the  state  of  supply  and  demand  pro- 
duces a  change  in  value  without  any  change  in 
the  cost  of  production,  which  decisively  proves 
tiiat  eo$t  of  production  is  hot  t?ie  regtdator  of 
vabu, 

66.  Moreover,  the  object  of  science  being  to 
discover  the  laws  which  prdduce  effects,  if  we  dis- 
cover the*  true  law,  then  we  know  how  to  produce 
any  required  effect.  And  here  Bacon's  third 
Aphorism  applies : — "•  Science  and  human  power 
a^ree  in  this,  that  ignorance  of  the  cause  prevents 
any  required  effect  being  produced.  For  nature 
is  not  to  be  governed  except  by  obeying  her ;  and 
that  which  in  Theory  is  the  cause,  in  Practice  is 
the  rule,**  Now,  from  this  Aphorism  it  follows, 
that  if  the  law  that  cost  of  production  regulates 
value  is  theoretically  true,  if  we  wish  practically 
to  infiuence  value,  we  must  act  upon  the  cost  of 
production.  That  is  to  say,  if  we  choose  to  in- 
crease the  cost  of  production,  we  can  thereby 
increase  the  value,  a  consequence  which  every 
sensible  man  knows  to  be  utterly  absurd.  And 
this  is  the  very  practical  error  upon  which  a  large 
proportion  of  those  unhappy  proceedings,  named 
strikes,  have  been  founded.  It  is  perfectly  cer- 
tain that  many  of  them  have  been  brought  about 
by  the  persuasion  of  the  workmen,  that  if  their 
masters  paid  them  higher  wages,  they  could  com- 
pel the  public  to  pay  higher  prices.  A  most 
miserable  delusion,  which  has  brought  thousands 
and  thousands  of  honest  and  hardworking,  but 
deluded,  men  and  their  families  to  ruin,  let  it 
is  the  logical  consequence  of  such  doctrines  of 
Political  £conomy.  But  we  know  perfectly  well 
that  if  we  act  upon  the  relation  of  supply  and 
demand  any  effect  in  value  may  be  produced, 
which  proves  that  the  latter  is  the  true  rule. 

67.  We  have  also  shewn  that,  taking  the  two 
quantities  Cost  of  Production  and  Value,  as 
apparently  regulating  each  other,  it  is  just  as  often 
value  that  apparently  regulates  cost  of  produc- 
tion, as  the  reverse,  because  when  the  price  of  a 
manufactured  article  rises,  wages  often  rise  too, 
when  the  price  fiadls  wages  fall  too.  Hence,  even 
adopting  the  Ricardian  phraseology,  it  is  just  as 
often  vifllue  that  regulates  cost  of  production  as  the 
reverse. 

68.  But  the  real  fact  is,  that  price,  or  value, 
and  cost  of  production  are  wholly  independent 
of  each  other,  and  each  of  them  depends  entirely 
upon  the  law  of  supply  and  demand.  The  diffe- 
rence between  these  two  quantities  is  the  ProJU, 
and  when  these  two  quantities  cross  each  other, 
it  isover^jtrodudion, 

69.  We  have  also  shewn,  that  in  many  cases, 
probably  even  in  most,  a  diminution  in  the  cost 
of  production  is  followed  by  a  diminution  in 
price ;  bat,  in  such  cases,  the  diminished  cost  of 
production  is  invariably  accompanied  by  an 
increase  of  quantity,  and  that  no  diminished 
cost  of  production  without  an  increase  of  quantity, 
would  produce  such  an  effect.  Hence,  the 
increase  of  the  quantity  is  the  real  cause  of  the 
change  of  value. 

70.  A  consideration  of  the  examples  adduced 
leads  us  to  the  following  conclusions : — 

1.    No  change  in  tJie  cost  of  production  will 


cause  a  change  in  value,  unless  it  is  accompanied 
by  a  change  in  the  relation  of  supply  and  demand. 

2.  A  diminution  in  the  cost  of  production, 
when  effected  without  an  increase  of  the  quantity 
produced,  goes  entirely  to  the  benefit  of  the 
producer. 

3.  A  diminution  in  the  cost  of  production,  in 
cases  where  the  quantity  of  the  produce  can  be 
increased  without  limit,  goes  entirely  to  the  be- 
nefit of  the  consumer. 

4.  A  diminution  in  the  cost  of  production  in 
cases  where  the  quantity  can  be  increased,  but 
not  without  limit,  goes  partly  to  the  benefit  of 
the  producer,  and  partly  to  the  benefit  of  the  con- 
sumer, and  this  benefit  is  divided  between  the 
two,  in  the  inverse  proportion  of  the  extra  quan- 
tity added,  compared  to  the  previously  existing 
consumption. 

71.  It  is  sometimes,  however,  considered 
pedantic  to  attempt  to  attain  modes  of  expression 
of  scientific  accuracy  in  Political  Economy. 
But,  if  such  views  had  prevailed  in  Physical 
Science,  where  would  it  have  been  at  the  present 
day  ?  That  the  Ricardian  law  is  apparently  true 
In  the  majority  of  cases,  is  undotibtedly  true. 
But  this  is  just  one  of  the  tests  of  a  scientific  mode 
of  treatment.  It  is  exactly  parallel  to  the  case  of 
the  first  law  of  motion,  and  those  who  adhere  to 
the  modern  opinion  on  the  subject,  in  preference 
to  the  old  one,  are  bound  in  consistency  to  adopt 
the  law  of  supply  and  demand,  in  all  cases, 
rather  than  that  of  cost  of  production.  It  is  ex- 
actly in  declc^ng  upon  the  rival  pretensions  of  these 
two  proposed  laws,  that  the  function  of  Inductive 
Logic  consists.  It  is  perfectly  indisputable  in 
Experimental  Science,  that  if  two  laws  were  pro- 
posed to  explain  any  given  class  of  phenomena, 
one  of  which  explained  all  the  phenomena  of 
every  description  without  exception,  and  the  other 
explained  only,  apparently  at  least,  that  single 
class,  and  was  directly  opp<Mjed  to  the  general  law, 
in  such  a  case  the  law  which  only  explained  one 
class  of  cases,  would  be  unhesitatingly  rejected. 
So  we  may  consider  this  as  a  true  law  in  Political 
Economy.  TJud,  if  two  or  more  forms  of  ear- 
pression  wiU  explain  or  account  for  any  class  of 
phenomena  regarding  price,  or  the  change  of  price, 
that  form  of  expression  ordy  is  to  he  held  as  the 
true  one,  which  explains  all  the  phenomena  in  the 
science,  and  not  that  single  class  of  cases  onbj. 
And  this  law  shews  that  the  BicarcQan  Axiom  is 
to  be  rejected  as  an  expression  of  scientific  truth. 
And  if  it  is  retained  at  all,  it  must  be  clearly  un- 
derstood that  it  is  a  mere  popular  form  of  expres- 
sion, as  we  speak  of  the  sun  settings  in  popular 
language,  knowing  at  the  time  that  it  is  not  true 
scientifically.  O  perhaps  it  would  be  better  to 
modify  it  in  some  such  way  as  this, — If  the  cost 
of  production  of  an  article  is  increased  or  dimi" 
nished,  a  corresponding  change  in  its  value  gene- 
rally  follows, 

72.  The  only  way  to  construct  a  true  scientific 
Axiom  regarding  price,  or  value,  is  to  consider  aU 
the  causes  that  can  affect  it.  There  are  a  certain 
set  of  causes  which  tend  to  elevate  it,  and  a  cer- 
tain set  which  tend  to  depress  it.  Price,  then, 
will  vary,  directly  as  the  causes  which  tend  t<> 
elevate  it,  and  inversely  as  those  which  tend  to  de- 
press it.  And  the  reason  why  the  law  of  supply 
and  demand  is  the  true  one,  is,  that  it  can  be  shewn 
that  it  includes  all  these  causes. 
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73.  We  have  observed  in  the  extracts  given 
from  Mr.  Mill,  that  he  considers  as  one  reason  of 
adopting  the  a  priori  method  of  reasoning  in  Poli- 
tical Economy,  the  difficulty  of  obtaining  experi- 
tnenta  cruets.  We  think  that  he  has  greatly 
overestimated  this  difficulty,  because  it  is  quite  as 
easy  to  devise  feigned  cases  to  answer  the  purpose, 
as  experiments.  But  we  have  no  need  even  of 
this ;  matters  of  pure  observation  will  fnniish  us 
with  decisive  instances  of  crucial  cases.  The 
example  of  strata  of  different  qualities  of  coal  in 
the  same  mine,  where  the  different  products  ob- 
tained under  precisely  the  same  circumstances  of 
cost  of  production,  bear  different  values  on  ac- 
count of  their  different  qualities,  is  a  very  strong 
and  decisive  crucial  case.  But  Ricardo  himself 
has  furnished  us  with  one  which  is  absolutely 
decisive  of  the  merits  of  his  system.  In  speaking 
of  the  relative  value  of  gold  and  silver,  he  main- 
tains, as  he  was  in  consistency  bound  to  do,  that 
their  relative  value  depends  solely  upon  the 
labor  necessary  to  produce  them.  He  says,  {Prin- 
ciples of  Political  Economy^  ^c,  Zrd  EdU.^jp.  421 )  : 
''  Gold  and  silver,  like  all  other  conmiodities,  are 
valuable  only  in  proportion  to  the  quantity  of 
labor  necessary  to  produce  them,  and  bring  them 
to  market.  Gold  is  about  fifteen  times  dearer 
than  silver,  not  because  there  is  a  greater  demand 
for  it,  nor  because  the  supply  of  silver  is  fifteen 
times  greater  than  that  of  gold,  but  solely  because 
fifteen  times  the  quantity  of  labor  is  necessary  to 
procure  a  riven  quantity  of  tY."  Now,  it  is  not 
possible  to  nave  a  more  complete  example  of  a 
crucial  instance  than  this  very  case  selected  by 
Kicardo  himself.  Because  it  is  entirely  at  vari- 
ance with  known  facts.  Such  an  assertion,  as  that 
it  is  fifteen  times  more  expensive  to  obtain  gold 
than  silver,  is  absolutely  inconsistent  with  well 
ascertained  knowledge  on  the  subject.  Moreover, 
it  is  well  ascertained  that  the  supply  of  silver 
(before  the  discoveries  in  California  and  Aus- 
tralia) was  not  fifteen,  times,  but  forty  times  as 
great  as  that  of  gold.  The  reason  why  silver, 
which  was  forty  times  as  abundant  as  gold,  was 
only  fifteen  times  less  valuable,  we  have  shewn  to 
be  exactly  the  same  as  makes  small  farms  more 
valuable,  comparatively  speaking,  than  large  ones, 
and  small  houses  than  large  ones.  Thus,  the 
Ricardian  theory  is  directly  at  variance  with 
indisputable  facts,  and  this  case  is  sufficient  to 
shew  the  fallacy  of  his  system. 

73.  Moreover,  the  Ricardian  law  is  a  direct 
contravention  of  the  Lavo  of  Continuity.  He  says, 
p.  460:— "It  is  the  cost  of  production  which 
must  ultimately  regulate  the  price  of  commo- 
dities, and  noiy  as  has  been  often  said,  the  propor- 
tion between  the  supply  and  demand.  The  pro- 
portion between  supply  and  demand  may  indeed 
for  a  time  affect  the  market  value  of  a  commodity, 
until  it  is  supplied  in  greater  or  less  abundance, 
according  as  the  demand  may  have  increased  or 
diminished ;  but  this  effect  will  be  only  of  tem- 
porary duration."  That  is  to  say,  Ricardo  main- 
tains that  quantity  in  changing  its  price  depends 
at  one  point  on  one  law,  and  at  another  point,  on 
a  totally  different  kw.  A  flagrant  breach  of  the 
law  of  continuity.  He  then  says: — "The  opinion 
that  the  price  of  commodities  depends  solely  on 
the  proportion  of  supply  to  demand,  or  demand 
to  supply,  has  become  almost  an  Axiom  in  Poli- 
tical Economy,  and  has  been  the  source  of  much 


error  in  that  science.**  He  then  criticises  the 
doctrines  of  Lord  Lauderdale,  which  are  beyond 
all  doubt  the  true  ones.  He  says : — "  Commodities 
which  are  monopolized  either  by  an  individual, 
or  by  a  company,  vary  according  to  the  law 
which  Lord  Lauderdale  has  laid  down ;  they  fall 
in  proportion  as  the  sellers  augment  the  quantity, 
and  rise  in  proportion  to  the  eagerness  of  the 
buyers  to  purchase  them;  their  price  has  no 
necessary  connexion  with  their  natural  value; 
but  the  prices  of  comlnodities,  which  are  subject 
to  competition,  and  whose  quantity  may  be  in- 
creased in  any  moderate  degree,  will  ultimately 
depend — hot  on  the  state  of  demand  and  supply^ 
but  on  the  increased  or  duninished  cost  of  their 
production."  Thus,  we  see  that  Ricardo  again 
declares  that,  at  every  other  point  but  one,  in 
the  range  of  prices,  the  law  of  demand  and  supply 
holds  good,  but  that  at  one  point  it  is  hot  de- 
mand and  supply,  but  cost  of  production.  Which 
is  the  identical  error  which  Dr.  Whewell  quotes 
as  having  been  committed  by  the  Aristotelians. 

74.    Equally  objectionable  are  the  views  of  Mr. 
MUl,  who  in  many  respects  is  a  disciple  of  Ricardo. 
He  says,  (Principles  of  Political  Economy^  ^x.. 
Vol.  Lyp,  56%^)    "  It  is,  therefore,  strictly  correct 
to  say  that  the  value  of  things  which  can  be  in- 
creased in  quantity  at  pleasure,  does  not  depend 
(except  accidentally  and  during  the  time  neces- 
saiT  foT  production  to  adjust  itself,)  upon  demand 
and  supply ;  on  the  contrary,  demand  and  supply 
depend  on  it."    Also  he  says,  "  To  recapitulate ; 
demand  and  supply  govern  the  value  of  all  things 
which  cannot  be  indefinitely  increased;   except 
that  even  for  them,  when  produced  by  industry, 
there  is  a  minimum  value  determined  by  the  cost 
of  production.    But  in  all  things  which  admit  of 
indefinite  multiplication,  demand  and  supply  only 
determine  perturbations  of  value  during  a  period 
which  cannot  exceed  the  length  of  time  necessary 
for  altering  the  supply."    So  also,  Vol.  IL^  ».  10, 
"  Money  is  a  commodity,  and  its  value  is  deter- 
mined like  that  of  other  commodities,  temporarUy 
by  demand  and  supply,  permanently,  and  on  the 
average,  by  cost  of  production."    It  is  quite  clear 
that  these  doctrines  involve   exactly  the  same 
breach  of  the  law  of  continuity  as  the  extracts  we 
have  given  from  Ricardo.     Nay,  Mr.  Mill  himself 
had  warning  to  reconsider  this  law  of  cost  of  pro- 
duction, because  in  speaking  of  the  value  of  certain 
products,  he  says.  Vol.  11.^ p.  107,    "Since  cost 
of  production  here  fails  us,  we  must  revert  to  a  law 
of  value  AVTBBioB  to  cost  of  production,  and  io>rs 
FUNDAMENTAi^  the  low  of  sup]^fy  ond  detnondJ* 
Here  is  the  very  principle  admitted  that  we  have 
been  contending  for,  tb&t  the  law  of  supplv  and 
demand  is  the  great  fundamental  law  which  un- 
derlies all  cases  of  value.    When  Mr.  Mill  admits 
that  the  law  of  cost  of  production  &ils  in  the 
instances  he  alludes  to,  he  should  have  seen  that 
it  faUs  in  all  cases.    The  causes  or  elements  wblcli 
influence  value  must  be  the  same  in  all  casesi 
though  the  potency  of  each  element  may  vary. 
By  the  law  of  continuity,  the  true  principles  which 
govern  value  in  the  case  of  one  commodity,  must 
govern  the  value  of  aU  commodities,  and  the 
causes  which  influence  it  at  one  point  of  value 
miist  be  the  same  which  influence  it  at  oZ/ points. 
Now,  if  Mr.  Ricardo  and  Mr.  MiU  had  laid  down 
that,  in  a  particular  class  of  cases,  certain  dr- 
dunstances  act  upon  the  relation  of  supply  and 
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demand  so  as  to  produce  certain  effects  on  value, 
they  would  have  been  perfectly  right,  there 
would  have  been  no  breach  of  the  law  of  conti- 
nuity. They  would  have  shewn  that  in  that  class 
of  cases  the  general  law  was  modified  in  a  parti- 
cular way ;  hot  what  they  have  done  is  this,  in 
this  daas  of  cases  they  have  extruded  the  general 
law  altogether;  th^  maintain  that  it  does  not 
apply  at  all,  but  that  a  different  law  altogether 
governs  these  cases.  But  against  this  all  modem 
science  rebels;  it  is  a  complete  rupture  of  the 
law  of  continuity,  not  only  in  Political  Economy 
itself^  but  it  is  a  breach  of  continuity  between 
Political  Economy  and  all  the  Physical  Sciences, 
because  such  a  mode  of  argument  would  not  be 
permitted  in  any  one  of  them. 

75.  Now,  the  real  facts  are  these.  Profit  is 
tiie^  object  of  all  production.  If  production  can 
be  indefinitely  increased,  and  extraordinary  profits 
are  to  be  made,  an  increase  of  production  takes 
pbuse,  and  by  increasing  the  supply  faster  than  the 
demand,  lowers  the  value;  if  production  is  already 
so  great  that  the  value  is  below  the  cost  of  pro- 
duction, production  ceases,  the  supply  is  diminished 
until  the  value  is  raised,  by  and  through  the  limi- 
titiQn  of  supply,  to  exceed  the  cost  of  production, 
and  afford  usual  profits.  But  all  these  changes 
take  place  by  acting  upon  supply  and  denumd,  and 
only  by  that  means.  So  that  it  appears  that  in 
snch  cases,  traders  adjust  the  supply  to  the  demand, 
so  as  to  afford  usual  profits.  Thus  the  authority 
of  the  universal  and  fundamental  law  is  fully 
presaged,  the  law  of  continuity  is  maintained, 
and  the  phenomena  of  that  class  of  cases  are  truly 
accounted  for,  and  ^ewn  only  to  be  particular 
eases  of  the  general  law,  and  we  have  the  whole 
subject  summed  up  in  these  two  laws : — 

1.  ThS  BJBI.ATIOir  BETWXUN  SUFPI^T  AHD  ]>K« 
MASD  IS  ViriVBBSAIiLT  THE  OHLT  EBGCLATOB  OF 
VAI.UX. 

2.  In  such  aues  cu  production  eon  be  %nere(ued 
wUkaui  limit,  people  learn  to  ac^fust  the  eupply  to 
the  demamdy  so  that  the  value  of  the  article  will 
nearly  agree  with  its  cost  of  production. 

76.  But  the  mischievous  consequences  of  the 
Ricardian  doctrine  of  value,  are  far  more  widely 
extended  tiian  the  mere  formation  of  an  erroneous 
Axiom.  For  the  conception  that  labour  is  the 
foundaUon  of  aU  txHue  has  been  the  ruin  and  de- 
struction of  what  we  call  the  second  school  of 
Political  Economy,  (Pbeliminabt  Discoubsb). 
In  the  first  place,  it  has  narrowed  the  field  of 
Political  Economy  to  the  smallest  class  of  objects 
it  treats  about.  For  the  quantities  of  which  labor 
is  apparently  the  cause  of  value,  is  by  far  the 
smtUlest  class  of  Economic  entities.  It  is  this 
preconceived  idea  that  labor  must  be  the  cause  of 
value,  and  the  necessity  of  squaring  the  whole 
theory  of  value  with  this  conception,  that  has  led 
Mr.  McCnlloch  to  class  the  growth  of  a  tree,  or 
the  fermentadon  of  wine  or  beer  in  a  cellar,  as 
labor  f  and  which  has  caused  some  of  the  errors 
upon  which  his  Theory  of  Absenteeism  rests.  The 
idea  that  labor  is  the  cause  of  value  is  utterly  in- 
applicable to  fiir  the  largest  proportion  of  objects. 
MThat  has  labour  to  do  with  the  value  of  an  in- 
strument €i  credit  P  If  a  man  picks  up  a  diamond, 
what  has  labor  to  do  with  its  value  P  What  has 
labor  to  do  with  the  value  of  deferred  payments  of 
all  sorts  P  or  with  the  value  of  land  in  towns  P  If 
labor  is  the  foundation  of  value,  how  is  it  that  a 


vast  deal  of  labor  may  be  bestowed  upon  a  thing 
and  it  shall  have  no  value  P  If  labour  is  the  foun- 
dation of  value,  the  rubbish  in  which  a  diamond 
is  imbedded  ought  to  have  the  same  value  as  the 
diamond  itself;  or  if  a  man,  after  a  considerable 
amount  of  labour,  were  to  find  a  number  of  dia- 
monds- of  very  different  qualities  together,  they 
ought  to  be  of  the  same  value.  Consequences 
which  are  notoriously  erroneous.  This,  then,  clearly 
proves  that  labor  is  not  the  cause^,  or  the  source  of 
value,  though  in  the  majority  of  cases  it  is  inti- 
mately associated  with  it.  And  these  examples 
are  adduced  for  the  purpose  of  putting  **  Nature 
to  the  torture,''  and  ^^  trying  Axioms  as  if  by  fire,'* 
and  they  are  as  certain  and  conclusive  as  any 
experiments  whatever  in  experimental  science. 
And  it  is  by  the  judicious  use  of  these  feigned 
cases^  and  by  subjecting  them  to  the  Same  rigorous 
tests  as  is  usually  done  in  Experimental  Science, 
that  Experiential  Philosophy  is  to  be  raised  to 
the  rank  of  the  exact  sciences.  Now,  when  we 
form  this  true  conception,  that  the  root  and  origin 
of  value  is  human  desire^  and  that  whatever  satis- 
fies a  human  want,  and  for  which  men  will  give 
anything  in  exchange,  is  an  independent  entity. 
When  we  understana  that  any  Objbct,  whatever 
its  nature  be,  material  or  immaterial,  enduring  or 
evanescent,  which  men  will  give  something  to 
obtain,  is  an  independent  quantity,  and  that  the 
values  of  all  entities  depend  purely  on  the  inten- 
sity of  the  desire  for  them,  and  on  the  limitation 
of  their  quantity,  no  matter  from  what  cause  that 
limitation  may  proceed.  And  that  all  changes  in 
value  proceed,  and  proceed  only,  from  a  change 
in  one  of  ^ese  quantities,  either  the  intensity  of 
the  desire,  or  the  limitation  of  the  (jnantity.  When 
we  understand  that  a  diamond  is  not  valuable 
because  a  man  picks  it  up,  but  a  man  picks  it  up 
because  it  is  valuable;  that,  in  truth,  it  is  not 
labor  that  confers  value,  but  value  that  attracte 
labor,  we  at  once  obtain  a  definiteness  of  concep- 
tion of  the  objects  we  are  treating  about,  and  of 
the  end  in  view,  which  fits  the  subject  to  be  raised 
to  the  rank  of  an  exact  science. 

77.  Now,  the  question  involved  in  the  accep- 
tance or  rejection  of  the  Ricardian  system  of 
Political  Economy  is  no  slight  one ;  because  it  is, 
in  £Bict,  the  rejection  or  the  acceptance  of  all 
Modern  Science.  Ricardo  and  Modem  Science 
cannot  stand  together.  If  we  are  to  receive 
Ricardo,  Bacon  has  written  m  vain,  the  stany 
Galileo  with  his  woes,  is  a  lesson  lost  to  mankind, 
and  that  continuity  of  the  sciences  which  Bacon 
was  the  first  to  inculcate,  and  so  many  eminent 
men  have  adopted  and  sanctioned  since,  is  utterly 
broken.  The  Ricardian  Political  Economy  is  a 
battle-field  upon  which  we  are  to  decide  whether 
we  are  to  go  back  to  the  physics  of  the  school- 
men, or  to  adopt  those  of  Galileo.  And  when 
the  real  nature  of  the  question  is  stated  in  the 
form  of  this  decisive  issue,  there  can  be  little  doubt 
what  the  answer  will  be. 

78.  These  observations  have  already  proceeded 
to  such  a  length  that  we  have  only  space  to  con- 
sider one  more  leading  instance  of  the  transgres- 
sion of  the  Baconian  laws  in  the  modem  doctrines 
of  Political  Economy.  In  respect  to  the  forma- 
tion of  Axioms,  there  is  nothing  more  remarkable 
than  the  earnestness  with  which  Bacon  warns  us 
against  flying  at  the  highest  and  most  general 
ones  firat.    In  fact,  it  is  in  the  very  formation  of 
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the  highest  Axioms,  or  first  principles,  that  he 
places  the  strong  contrast  of  his  method  of  inquiry 
to  the  prevailing  one.  He  says,  Nw,  Org,  Lth.  I. , 
Aph,  19,  *'  There  are,  and  there  can  be,  only  two 
ways  of  investigating  and  discovering  truth.  The 
one  flies  from  the  senses  and  particulars  to  the 
most  general  Axioms,  and  from  these  principles, 
whose  settled  truth  it  assumes,  itproc^ds  to  judge 
and  discover  the  middle  Axioms.  And  this  is  the 
mode  now  in  use.  The  other,  from  senses  and 
particulars,  forms  principles,  ascending  gradually 
and  continuously,  so  that  it  arrives  at  the  most 
general  Axioms  last  of  all.  And  this  is  the  true 
way,  but  not  yet  tried."  So  Aph.  24,  "  Axioms 
established  by  argument  can  never  be  of  any  avail 
for  the  discovery  of  new  works,  because  the  sub- 
tlety of  nature  is  many  times  greater  than  the 
subtletjT  of  argument.  But  Axioms,  duly  and 
properly  formed  from  particulars,  easily  discover 
the  way  to  new  particulars,  and  so  render  the 
sciences  active."  So  Aph,  69,  ^That  method 
of  discovery  and  proofs  hy  which  the  moet  gene- 
ral principles  are  first  settled^  then  the  middle 
Axioms  are  tried  and  proved  by  them^  is  the 

MOTHEB  OF  BBBOB  AND  THB  CUBSB  OF  ALL 

8GIBNCB."  So  Aphs,  103,  104,  "For  our  road 
does  not  lie  in  a  plain,  but  ascends  and  descends. 
But  yet  the  mind  is  not  to  be  allowed  to  jump  and 
to  fly  frx>m  particulars  to  the  remote  Axioms,  and 
to  those  of  almost  the  highest  genendity,  (such  as 
are  called  the  first  principles  of  arts  and  things), 
and  prove  and  frame  the  middle  Axioms  by  them 
as  truths  that  cannot  be  shaken,  which  has  been 
the  practice  hitherto.  •  •  But  then,  at  length 
there  will  be  some  good  hope  for  the  sciences, 
when  we  ascend  from  particulars  to  lesser  Axioms, 
by  a  true  scale,  and  by  continuous  steps,  not  in- 
terrupted or  broken,  and  then  to  the  middle 
Axioms,  one  above  the  other,  and  last  of  all,  to 
the  most  general."  So  Aph,  125,  "For  the 
ancients  themselves  exhibit  their  form  of  investi- 
gation and  discovery,  and  their  writings  shew  it 
on  their  very  iiEices.  And  that  form  was  this : 
From  a  few  examples  and  particulars  (with  the 
addition  of  common  notions ;  and,  perhaps  some 
portion  of  the  received  opinions  which  pleased 
them  most),  they  flew  to  the  most  general  con- 
clusions on  the  principles  of  the  sciences,  and, 
taking  the  truth  of  these  as  fixed  and  immovable, 
they  proceeded,  by  means  of  the  middle  Axioms, 
to  bring  out  and  prove  the  lower  principles— from 
which  they  framed  the  art.  After  that,  if  any 
new  particulars  and  instances  were  brought  for- 
ward and  adduced,  which  were  at  variance  with 
their  dogmas,  they  cunningly  brought  them  to 
asree  with  them  by  distinctions  or  modifications 
of  their  rules,  or  dse  eoarsdy  got  rid  of  them  as 
exceptions ;  while  to  such  particulars  as  were  not 
opposed  to  them,  they  laboured  pertinaciously  to 
assign  causes  in  conformity  to  their  principles. 
But  this  was  not  the  description  of  nature,  or  the 
experience,  which  was  required — far  firom  it, 
indeed ;  and  that  flying  off  to  the  most  general 
principles  teas  the  ruin  of  all," 

79.  Every  one  who  Imows  anything  of  the 
history  of  science,  will  readily  call  to  mind  the 
mode  of  argument  which  these  sentences  are  le- 
velled at  We  can  only  refer  io  one  as  an  amus- 
ing example,  quoted  by  Sir  John  Ha^hel,  from 
Galileo,  of  the  mode  of  reasoning  of  the  Aristo- 
telians,    The  heavenly  bodies,  they  said,  must 


move  in  perfect  curves,  but  circles  are  the  only 
perfect  curves,  therefore  the  heavenly  bodiea  must 
move  in  circles.  And  this  was  a  specimen  of 
their  beginning  at  the  highest  generalities  and  so 
reasoning  downwards.  Whereas  the  path  the 
heavenly  bodies  did  move  in  was  discovered^  by 
laborious  induction  and  not  by  d  priori  reasoning. 
Now,  a  very  close  parallel  to  this  mode  of  reasoning 
is  adopted  by  an  influential  class  of  thinkers  in 
Political  Economy  at  the  present  day.  What 
quantity  of  paper  cnrrency  may  be  safely  issoed, 
and  the  modes  of  ascertaining  what  are  the  pro- 
per tests  for  deciding  whether  it  is  over-abund- 
ant or  not,  are  of  the  very  first  importance  in 
Political  Economy;  Ihey  are,  in  fact,  some  of  its 
highest  generalities.  !N  ow,  the  writers  alluded  to 
fly  at  once  to  this  highest  generality,  and  lay  it 
down  as  a  dogma,  "  That  when  bemk  notes  are 
permitted  to  be  issued  they  ought  to  be  exactly  equal 
in  amount  to  the  bullion  they  displace,'"  Now  this 
axiom  it»elf,  which  is  one  of  those  highest  generali- 
ties which  Bacon  alludes  to,  is  not  arrived  at  by  any 
process  of  induction,  but  is  a  piece  of  pure  dogma- 
tism. It  is  a  mere  arbitrary  assertion,  not  based 
upon  any  reasoning  whatever.  It  is  an  exact 
parallel  to  the  worst  speciipens  of  dogmatizing  in 
Natural  Philosophy,  which  it  was  the  very  object 
of  Bacon's  philosophy  to  overthrow.  Now,  the 
true  way  of  obtaining  the  highest  general  principle 
of  such  a  subject,  is  to  proceed  by  a  tme  induction, 
to  discover  what  is  the  frmction  of  a  metallic 
currency,  and  what  influences  its  changes  of  value, 
then  to  ascertain  what  relations  a  paper  currency 
bears  to  a  metallic  one,  and  how  it  is  to  be  ascer- 
tained when  a  paper  currency  begins  to  be  depre- 
ciated ;  and  so  step  by  step,  by  gradnally  proceeding 
from  one  principle  to  another,  we  shsdl  at  length 
attain  the  highest  general  principles  of  a  paper 
currency,  ^d  when  we  proceed  by  this  method 
we  shall  find  that  the  dogma  we  have  quoted 
above  is  a  pure  baseless  fiction,  having  no  more 
real  foundation  in  nature  than  the  Aristotelian 
notions  of  the  movements  of  the  heavenly  bodies. 
But  the  result  of  that  mode  of  arguing  is  this ; — 
The  persons  who  hold  the  theoretical  opinion, 
wish  practically  to  make  legislation  square  with 
it,  and  they  are  very  strong  supporters  of  the 
Bank  Act  of  1844,  on  the  supposition  that  that  Act 
really  carries  that  theory  into  practice.  Now,  any 
one  who  takes  the  trouble  to  read  the  article 
Banking,  in  this  Dictionary,  and  understands  the 
mechanism  of  it,  will  see  that  the  idea  that  the 
Bank  Act  of  1844  does  actually  carry  this  theory 
into  effect,  is  one  of  the  most  signal  delusions  that 
ever  deceived  the  country. 

80.  We  must  now  reluctantly  bring  these  re- 
marks to  a  close.  We  have  only  selected  a  few 
prominent  instances  of  the  important  effects  of 
accurate  notions,  and  not  exhausted  them.  The 
considerations  we  have  sn^ested  would  require  a 
volume  for  their  proper  development,  and  duly 
treated  would  touch  the  foundations  of  all  sdenoe. 
For  somewhat  fuller  details  we  must  refer  to  the 
Prbliminabt  Discourse,  and  to  each  separate 
leading  term  in  the  subject.  We  shall  have  done 
some  little  good,  if  we  call  attention  to  the  causes 
of  the  very  incomplete  state  of  Political  Economy 
at  the  present  time,  and  shew  that  this  is  not  due 
to  anytiiing  in  the  nature  of  the  science  itsdf,  but 
to  the  method  in  which  it  has  been  treated.  Theie 
is  but  one  possible  mode  of  succeeding — namely. 
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to  foUov  tiie  brilliaiit  example  set  by  Physicists. 
Almost  all  erroneous  doctrine  springs  from  erro- 
neons  definition.  The  only  way  to  remove  these 
idala,  fiUlacies,  or  misconceptions,  is  to  form  true 
Definitions  and  Axioms  by  genuine  Induction. 
Tlie  most  eminent  physicists  thonght  no  time  lost, 
which  was  necessary  to  settle  these  elements,  but 
EconoBUsts  are  apt  to  despise  such  things,  and  the 
consequence  is,  instead  of  the  opinions  of  writers 
It  the  present  day  tending  to  uniformity,  they  are 
becoming  more  and  more  divergent  every  day. 
Theory  and  practice  must  be  brought  into  har- 
mony with  each  other.  But,  to  elaborate  a  just 
theory  from  the  £Eu;t8,  certain  qualifications  are 
absolutely  indispensable: — 1.  A  general  know- 
ledge of  the  mode  of  argument  in  Experimental 
Science,  and  a  constant  vigilance  to  see  that  the 
alignments  in  Political  Economy  are  in  strict  con- 
fbnnity  to  the  standiurds  of  reasoning  in  Natural 
Philosophy.  2.  A  technical  knowledge  of  the  law 
of  instruments  of  credit,  and  some  other  things. 
3.  A  technical  knowledge  of  the  mechanism  of 
ocanmerce  and  agriculture.  Without  these  in- 
dispensable qnalifications,  it  is  a  perilous  task  for 
any  man  to  venture  upon  the  troubled  waters  of 
Political  Economy. 

*'  Nave  senza  noochiero  in  gran  tempestiL" 
When  Galileo  began  to  study  Natural  Philosophy 
he  put  aside  mathematics,  never  dreaming  that 
there  could  be  any  connection  between  the  two ; 
ft  sentiment,  too,  that  appears  in  Bacon.  Galileo 
very  soon  found  out  his  mistake.  Many  persons 
at  the  present  day  may  think  that  there  is  no  con- 
nection between  Political  Economy  and  Natural 
Philosophy.  They  are  in  just  as  great  an  error 
as  Galileo  was.  Political  Economy  is  a  science 
of  causes  and  effects  produced  by  the  properties  of 
men,  and  its  types  and  standards  of  reasoning  are 
to  be  found  in  the  science  which  treats  of  the 
causes  and  effects  jiroduced  by  the  properties  of 
matter.  In  bo^  equsdly,  the  Inductive  Logic 
reigns  supreme.  The  same  general  method  of 
investigation  is  common  to  each.  And  there  is  the 
same  hope  and  encouragement  to  expect  future 
sncoess,  that  the  Athenian  orator  gave  to  his 
countrymen,  because  their  failure  arose— not  from 
the  nature  of  the  enterprise,  but  from  their  own 
errors.  So  it  is  with  Political  Economy.  The 
nnsatisfiictory  state  in  which  it  is  at  present  does 
not  arise  from  the  nature  of  the  thing  itself,  but 
from  its  method  of  treatment.  When  Economists 
pay  the  same  attention,  b&  Physicists  have  done, 
to  obtain  trtfe  conceptions  and  axioms  from  reality 
itself  by  proper  methods,  and  not  by  arbitrary 
dogmatism — when  they  proceed,  step  by  step. 
Definition  by  Definition,  Axiom  by  Axiom, 
principle  by  principle,  in  dne  and  proper  order, 
and  maintain  a  proper  unity  of  conception  and 
principle,  from  the  beginning  to  the  end,  it  will  be 
foond  that  a  vast  and  magnificent  edifice  of 
BEMOHSTnATivB  truth  may  be  reared  up,  and 
Political  Economy  will  emerge  from  the  haze 


of  controversy,  a  science  as  well  defined,  as  self- 
coherent,  as  complete,  and  as  harmonious  as  any 
in  existence. 

ATRE8,  HENBT,— Editor  of  the  Bankertf 
Oircufar  and  Financial  Gazette. 

Financial  Register  of  British  and  Foreign 
Funds,  Banks,  ifc,  ^.,  containing  an  account  of 
the  principal  matters  relating  to  the  Finances  of 
the  United  Kingdom^  toith  a  sketch  of  the 
Eevenues,  Escpenditure,  and  Commerce  of  Foreign 
NtUions  ;  also  an  account  of  Foreign  Banks,  and 
Banking,  and  of  Foreign  Securities  negotiated  in 
London,  8^c,,  ^c.  London,  1857.  To  be  con- 
tinued annually. 

This  work  contains  in  a  moderate  compass,  a 
very  large  body  of  useful  information. 

The  State  of  the  Natum^-The  Repeal  of  the 
MaU  Tax, — The  Re-adjustment  of  Taxaiion. 

AZUNI,  DOHnnQUE  ALBEBT,— Bom  at 

Sassari,  in  the  isle  of  Sardinia,  on  the  3rd  August, 
1749.  He  became  an  advocate  at  Cagliarl,  and 
attained  great  reputation  and  practice  as  a  com- 
mercial lawyer.  He  was  named  judge  of  the 
Consular  Court  at  Nice,  and  a  member  of  the  Se- 
nate. When  the  French  invaded  Sardinia,  he 
retired  to  Florence,  where  he  published  his  Mari- 
time Law  of  Europe,  for  which  the  Academy  of 
Florence  elected  him  a  member.  He  wrote  a 
paper  to  prove  that  the  French  were  the  first  to 
use  tiie  compass.  When  Sardinia  was  united  to 
the  French  Empire,  Ajzunl  was  well  received  by 
the  most  eminent  men  of  science  there,  and  held 
several  ofBces  under  the  French  Administration. 
He  was  appointed  one  of  the  committee  to  draw 
up  the  cocte  of  maritime  commerce.  When  the 
Irench  dominion  came  to  an  end,  he  was  placed 
in  much  difSculty.  But  when  the  native  govern- 
ment was  restored,  he  was  appointed  judge  of 
the  Consulate,  and  director  of  the  Library  of  the 
University,  and  he  was  elected  a  member  of  most 
of  the  learned  Societies  in  Italy.  He  died  23rd 
January,  1827. 

Dizionario  universale  ragionato  deUa  giuriS' 
prudenza  mercantile.    Nice,  1786-8. 

Sistema  universale  dei  principi  del  dritto  ma- 
riHmo  d'Europa.    Florence,  1795. 

This  last  work  was  recast  by  the  author,  and 
published  in  French,  as  the 

Droit  maritime  de  V Europe.    Paris,  1798. 

Dissertation  sur  Vorigine  de  la  boussole.  Paris, 
1805. 

Histmre  giographique,  politique,  et  natureUe  de 
la  Sardaigne. 

Origine  du  droit,  et  dela  legislation  maritime. 
Paris,  1810. 

Mimoires  pour  servir  d  Vhistoire  des  voyages^ 
maritimes  des  anciens  navigateurs  de  Marsalie. 
Genoa,  1813. 

Mimoires  pour  servir  d  Vhistoire  de  la  Piraterie. 
Genoa,  1816. 
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BABBAOK  CHABLES -F.R.S.L.  and  E., 
M.R.LA.,  F.C.P.S.,  &c.,  corresponding  member 
(tf  the  Institute  of  France.  One  of  the  most  dis- 
tingniabed  living  men  of  science,  was  born  about 
1792.    Educated  at  Trinity  College,  Cambridge, 


where  he  graduated  in  1814.  He  was  elected 
a  Fellow  of  the  Royal  Society  in  1816.  He 
was  one  of  the  founders  of  the  Astronomical 
Society,  and  one  of  the  originators  of  the  Statis- 
tical Society  of  London,  for  the  origin  of  which, 
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see  his  ExposiUrm  of  1851.  In  1828  he  was 
elected  Lucasian  Professor  of  Mathematics  at 
Cambridge,  which  office  he  held  till  1839.  Mr. 
Babbage's  chief  reputation  rests,  of  course,  upon 
his  treatises  in  PhTsical  and  Mathematical 
Science,  which  are  beyond  the  limits  of  this  work. 
But  he  has  written  also  some  excellent  works  in 
Political  Economy. 

A  camparatwe  view  of  the  varuma  InatUtUiona 
for  the  Assurance  of  Lives.    London,  1826. 

On  the  Economy  of  Machinery  aind  ManufaC" 
Utres,    London,  1832.    Fourth  Edition,  1846. 

This  work  was  translated  by  order  of  the 
Grovemments  of  Prussia  and  Spain.  It  has  also 
been  translated  twice  into  French,  and  also  into 
Russian,  and  Italian. 

Thoughts  on  the  princMes  of  Taxation,  with 
reference  to  a  Property  Tax^  and  its  exe^ftHons, 
iJondon,  1848. 

A  short  but  very  excellent  pamphlet,  with  some 
amusing  anecdotes,  on  the  Income  Tax,  shewing 
that  all  income  of  all  sorts  ought  to  be  equally 
taxed. 

The  Exposition  of  1851  ;  or,  Views  of  the 
Industry^  the  Science,  and  the  Oovemment  of 
England.    London,  1851. 

An  Analysis  of  the  Statistics  of  the  Clearing 
House^  during  the  year  1839  ;  wiih  an  appendix 
of  the  London  and  New  York  Clearing  Houses^ 
and  on  the  London  Railway  -  Clearing  House. 
London,  1856. 

BABEUF,  FRANCOIS  KOEL,-Bom  at  St. 
Quentin,  in  1764,  may  be  considered  as  the  founder 
of  Modem  Socialism,  or  Communism.  He  was 
left  an  orphan  at  16,  and  was  apprenticed  to  an 
architect  and  surveyor  at  Roye,  in  the  depart- 
ment of  the  Somme.  When  he  was  twenty-five 
years  old,  the  French  Revolution  broke  out,  and 
he  adopted  its  principles  with  enthusiasm,  which 
he  proclaimed  with  such  violence  in  a  paper  he 
published  at  Amiens,  called  Le  Correspondant 
Ficardi  that  he  was  arrested  and  prosecuted ;  but 
he  was  acquitted  on  the  14th  tfuly,  1790.  He 
was  then  appointed  administrator  of  the  depart- 
ment of  the  Somme,  from  which  he  was  removed 
shortly  to  Montdidier.  He  was  then  charged  with 
forgery,  and  indicted  before  the  Court  of  the  Aisne, 
but  he  had  the  good  fortune  to  be  again  acquitted. 
Returning  to  Paris  in  July,  1794,  he  founded  a 
paper  named  Le  IVibun  du  Peuple,  ou  le 
Vifenseur  de  la  liberU,  and,  under  the  signature 
of  Cdius  Gracchus,  he  wrote  an  article  with  the 
motto  from  Rousseau,  Le  hut  de  la  SociHS  est  le 
bonheur  commun*  He  then  adopted  and  advo- 
cated the  most  violent  levelling  and  communistic 
doctrines  (Socialism).  In  1796,  Babeuf,  the 
most  violent  in  those  violent  times,  had  a  con- 
siderable Dumber  of  followers,  who  formed  them- 
selves into  the  Bdbovviste  SociM^  or  the  Pantheon, 
with  a  secret  executive  committee  of  twelve. 
The  conspirators  gained  over  several  of  the  regi- 
ments in  the  garrison  in  Paris,  and  the  neighbour- 
hood, and  they  also  organized  an  insurrectionary 
army  in  the  departments.  They  counted  upon 
having  16,000  armed  followers,  and  with  these 
they  intended  to  make  a  general  attack  on  the 
Directory,  the  legislative  assembly,  and  the  chief 
of  the  staff,  expecting  to  be  joined  by  the 
artillery,  and  most  of  the  other  troops  and  the 
workmen.     The   conspiracy  was  on   the  very 


point  of  exploding,  when  one  of  the  number, 
Grisel,  turned  traitor,  and  denounced  it  to  the 
Government.  Barras  caused  Babeuf  and  sixty- 
five  of  his  accomplices  to  be  arrested  on  the  10th 
of  May,  1797,  at  the  very  moment  when  they  were 
met  to  give  the  signal  to  rise.  The  conspirators 
were  immediately  sent  before  the  High  Court  of 
Yendome.  Babeuf  and  Darth^  were  sentenced 
to  death,  seven  others  to  transportation,  and  the 
remainder  were  acquitted.  Babeuf  and  Darth^ 
immediately  stabbed  themselves  in  court,  as  soon 
as  the  sentence  was  given,  but  they  were  dragged 
out  bleeding,  and  executed,  on  the  27th  of  May, 
1797. 

Babeuf  was  a  remarkable  person.  He  at- 
tempted to  turn  the  current  of  the  Revolution 
from  political  to  social  reform.  He  seems  to 
have  been  the  first  to  endeavour  to  bring  to  a 
practical  experiment  the  visions  of  the  philoso- 
phers of  social  dreamland — Plato,  More,  Cam- 
panello,  Harrington,  Bodm,  Morelly,  the  latter  of 
whom  especially  he  seems  to  have  taken  as  his 
model.  It  will  be  better  to  consider  the  doc- 
trines of  all  this  family  of  thinkers  together,  (So- 
CIAI.I8M),  than  to  treat  them  separately. 

Besides  his  Communistic  Journal  above  men- 
tioned, he  published,  in  conjimction  wiUi  Au- 
diffiret. 

Cadastre  perpUudf  ou  demonstration  des  pro^ 
ddis  convenMes,  d  la  formation  de  cet  important 
ouvrage.  Paris,  1790.  Dedicated  to  the  Na- 
tional Assembly,  and  favourably  received  by  it. 

BABLOT  LOUIS  NICOLAS  BENJAHUT, 

— ^Bom  at  Yadenay,  in  Champagne,  the  9th  Sep- 
tember, 1754.  He  studied  at  Rheims,  and  estab- 
lished himself  as  a  physician  at  Ch&lons-sur- 
Mame,  where  he  in^x>duced  vaccination.  He 
died  there,  24th  November,  1802.  Among  seve- 
ral medical  and  other  writings,  including  a  poem, 
he  left  in  Fconomy, 

Mimoire  sur  la  question  proposie  par  VAcadJ^ 
mie  de  ChdUms,  dans  la  seance  pubUque  du  25 
Aoutf  1787;  QueUes  sont  les  causes  Us  plus 
ordinaires  de  Emigration  des  habitants  de  la 
campagne,  vers  les  grandes  viUes,  et  quels  «e- 
raimt  les  moyens  les  plus  propres  d,  les  retenirf 

Examen  de  Vouvrage  ae  M.  VEveque  d^Autun 
(TaUeyrand^  intituUf  Des  loteries.  1789. 

Moyens  d  assurer  d  chacun  des  individus  de  la 
R^nibUgue,  sur  la  ricoUe  actudle^  son  approoi" 
sionnement  en  grains  jusqu'd  la  ricolte  suivanie. 
1795. 

BACONy  FRANCIS,  Bakon  YsBuiAte,  Vis- 
count St.  Axban*s, — ^Bom  22nd  January,  1561, 
— died  9th  April,  1626.  The  only  Englishman, 
the  intrinsic  lustre  of  whose  name  ever  shone 
through  the  plating  of  a  title.  Nay,  in  his  case 
writers  seem  to  1^  utterly  nonplussed,  for  they 
will  persist  in  calling  him  Lord  Bacon,  whereas 
they  might  just  as  well  talk  of  Lord  Copley^ 
Baron  Lyndhurst.  Nay,  even -the  standard  new 
edition  of  his  works,  now  publishing,  is  lettered 
" Lord"  Bacon's  Works.  Bacon  is  entitled  to  be 
ranked  among  economical  writers,  because  he 
has  emphatically  declared  that  the  moral  and 
political  sciences  are  p«rt  of  inductive  philoaophy ; 
and  his  inductive  logic  is  appliciJ>le  to  test  the 
doctrines  and  axioms  in  PoCtical  Economy,  in 
the  same  way  as  those  of  physical  science,  of 
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'course  mutaiiM  mutandis.  Moreover,  in  his 
easajs,  some  sound  economical  remarks  and  ob- 
serrations  occnr. 

BACON-TACON,  P.  J.  JACQTJES,-Bom  at 
Oyonnax  in  1738.  He  travelled  in  Egypt  and 
Greece,  from  whence  he  bronght  a  bnst  of  Alci- 
biades,  which  he  attributed  to  Socrates,  because 
that  name  was  fonnd  on  it.  He  then  went  to  Russia, 
and  taught  languages  at  St.  Petersburg.  At  the 
revolution  he  was  chosen  a  Member  of  the  Coun- 
cil-General of  the  Ain.  In  1792  he  went  to 
Paris,  and  adopted  literature  as  a  profession.  In 
1796  the  Directory  gave  him  an  appointment  in 
the  police,  and  employed  him  to  watch  public 
opinion  in  Lyons,  and  its  neighbourhood.  He 
was  charged  with  forging  assignats,  but  acquitted. 
Under  the  consulate  and  empire  he  kept  away 
from  Paris,  and  set  up  as  a  dealer  in  antiquities 
at  Marseilles.  In  1807  the  court  of  Kantua  sen- 
tenced him  to  three  months*  imprisonment,  and  a 
fine  of  600  francs,  for  swindling.  He  came  to 
Paris  during  the  hundred  days,  and  died  there  in 
1817. 

Adresse  a  rAssemblie  Nationale  sur  les  bUleis 
pahiotiqutM  et  Us  hilleU  de  sections,  ^ut  circtdeat  a 
Pari^j  et  dans  les  eampagnes,    Paris,  1791. 

NauveOe  hisloite  numismaiimte  des  diffh'ents 
peupUs  aneiens  et  modemesy  et  de  iaus  Uspapiers- 
monnaies  de  f  Europe.    Paris,  1792. 

Opinion  star  Vdat  de  la  Frcaicepsur  le  dkfavt  de 
numeraire,  et  swr  les  tnoyens  d^y  remedier.  Paris, 
1791. 

BAOQUES,  HONOBE 

Des  arts  industridSy  et  des  expositions  en 
Dramee;  reeherehes  et  itudes  histortques^  suivies 
de  documents  et  de  renseignments  utiles^  sur 
rexposiHan  de  1855.    Paris,  1855. 

BAOQUET,  JBAK^An  advocate,  bom  at 
Paris,  in  the  16th  century.  In  1570  he  was  ap- 
pointed counsel  to  the  Treasury.  He  died  m 
1597. 

Traits  de  fHMissement  etdela  juridiction  de 
la  Chambre  du  Trisor.  Published  in  1601. 
Best  Edition,  1744.    G. 

BADEH,  CHAELE8  FBSDEBIOE,  Mab- 
osATx  OF, — ^Bom  at  Carlsruhe,  22  November, 
1728,  and  succeeded  his  grandfather  in  1738.  He 
stndied  at  Lausanne,  and  travelled  in  France, 
Italy,  England,  and  Holland,  till  his  majority  in 
1750.  He  was  of  a  liberal  and  enlightened  mind, 
and  greatly  embellished  his  capital,  and  attracted 
many  foreisners  to  it,  by  religious  and  political 
liberty.  He  kept  his  state  out  of  the  seven  years' 
war,  and  in  1771  he  succeeded  his  cousin,  the 
liai^grave  of  Baden-Baden.  At  the  revolution 
he  lost  his  property  in  Lorraine  and  Alsace. 
He  made  every  compliance  to  maintain  peace 
with  Firance,  even  conniving  at  the  seizure  of  the 
Ddc  d^En^ten,  in  1804,  and  he  published  a 
decree  aninst  the  emigrants,  and  followers  of  the 
Dake.  In  1803  he  took  the  title  of  Elector,  and 
ui  1806,  Napoleon  conferred  upon  him  the  title 
of  Grand  Dnke.  He  adopted  the  Code  Napoleon 
in  bia  states,  which  he  managed  greatly  to  en- 
fauf^e.    HediedllJone,  1811. 
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Carlsruhe,  (Paris,)  1772. 
A  summary  of  the  principles  of  Quesnay. 

BAEBT,  ALEXANDBE  BALTHASAB 
FRANCOIS  DE  PAUL,  Lb  Bahon  i>B.-Bom 
at  Dunkerque,  about  1750.  He  travelled  in 
Russia,  England,  and  Spain.  In  1791  he  was  a 
member  of  the  Liegislative  Assembly,  and  did  all 
he  could  to  save  Louis  XVI.  After  the  10th  of 
August,  1792,  he  went  to  the  United  States,  and 
travelled  extensively,  and  did  not  return  to 
France  till  after  the  9th  Thermidor.  In  1815 
and  1816  he  sat  in  the  Chamber  of  Deputies.  He 
died  at  Paris,  23rd  March,  1825.  His  work  on 
England  enjoyed  the  highest  authority,  and  he 
was  always  consulted  by  Napoleon,  whenever  he 
wished  exact  information  on  English  matters.    " 

Tableau  de  la  Orande  Bretagne,  de  Vlrlande,  et 
des  possessions  AnglaiseSf  dans  Us  qwUres  parties 
du  monde.    Paris,  1800. 

Le  Consommateur.    Paris,  1802. 

Mhnoires  historiques  et  giographiaues^  sur 
Us  pays  situSs  entre  la  Mer  Noire  et  la  Mer  Cos- 
pienne.    Paris,  1799. 

BAOABD,  CHABLES.— Born  at  Nancy  in 
1696.  Became  a  Doctor  of  Medicine,  and  died 
in  1772. 

Reeherehes  et  observations  sur  la  durU  delaine 
de  rhommc.    Nancy,  1754.    G. 

BAiaNOnX,  p.  PHILIP,— Formerly  deputy 
for  the  department  of  the  Indre-et-Loire. 

Histoire  phitosophique  de  la  reformation  de 
ntat  soeiat  en  Fraokcey  dans  ses  raports  avec 
rinigaliti  des  conditions^  la  propriitS,  les  lois^  les 
mceurSf  et  Vesprit  gitUral  ae  la  nation.  Paris, 
1829. 

BAIL,  0.  J.,  Le  Chsvalibr. — Bom  at  Be- 
thune,  29th  January,  1777.  He  entered  the 
army,  and  made  the  campaign  in  Belgium  in 
1793.  In  1807  he  was  appointed  to  organize  the 
administration  of  the  Eongdom  of  Westphalia,  of 
which  he  published  the  most  complete  and  ac- 
curate statistical  account  extant.  He  held  his 
office  till  1818,  when  he  retired  on  half-pay.  He 
then  devoted  himself  to  the  study  of  Political 
Economy,  and  besides  several  works  on  juris- 
prudence and  politics,  he  published : — 

Du  cadastre  considM  dans  ses  rapports  avec 
r Economic  PoUtiquCy  et'la  repartition  des  impdts. 
Paris,  1819. 

Etat  des  Jui/s  en  France,  en  EspagnCf  et  en 
ItaUct  depuis  U  commencement  du  cinquihne 
sikiU  de  Vh'e  wdgaire^jusqu*  dla  findu  sagiime, 
sous  Us  rapports  du  droit  civil,  du  commerce^  et 
de  la  Utterature.    Paris,  1824. 

Statistique  des  provinces  de  WestphaUe.  Got- 
tlnffen,  1809. 

Commerce  des  aneiens  et  des  modemes.  Vlm^ 
porttUion  et  la  liberty  du  commerce  des  grams. 
Paris,  1814. 

BAILBTy  SAHUEL,..^f  Sheffield,  is  the 
author  of  one  of  the  most  able  little  volumes  on 
Political  Economy  in  the  language.  It  is  en- 
titled !— 

A  critical  dissertation  on  the  Nature,  Measures^ 
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and  Causes  of  Value ;  ehi^y  in  refirenee  to  the 
loritings  of  Mr,  Ricardo  and  hisfoUowers,  Lon- 
don, 1825. 

This  treatise  was  written  for  the  purpose  of 
shewing  the  erroneous  nature  of  the  fundamental 
conceptions  of  Ricardo,  Malthus,  and  some  others, 
on  the  subject  of  Value,  and  the  extraordinary 
self-contradictions  and  inconsistencies,  into  which 
they  are  betrayed  by  their  neglect  of  observing  a 
a  unity  of  conception  on  the  point.  And  this  it 
does  with  the  most  complete  success. 

It  is  one  of  the  earliest  treatises  that  revives 
and  enforces  the  Aristotelian  doctrine,  that 
Value  is  an  external  reiation^  and  not  an  internal 
quality^  two  things  which  are  wholly  inconsistent 
with  each  other,  and  this  it  does  with  a  force  and 
clearness  which  no  other  treatise  of  that  period, 
which  we  are  acquainted  with,  possesses. 

It  well  deserves  the  careful  perusal  of  every 
student  in  Political  Economy.  Not  that  it  would 
be  remarkable  in  any  other  science,  because,  in 
every  other  science,  the  necessity  of  obtaining 
clear,  precise,  and  accurate  fundamental  concep- 
tions, has  long  ago  been  recognized,  nor  would 
any  writer  have  been  listened  to,  one-half 
of  whose  work  is  a  contradiction  of  the  other 
half.  But  it  is  remarkable  as  carrying  into 
Political  Economy  the  same  accuracy  and  pre- 
cision as  is  demanded  in  every  other  science,  and 
as  shewing  that  all  expressions  and  conceptions 
which  are  inconsistent  with  the  fundamental  ones, 
must  be  extirpated.  Thus,  having  shewn  that 
Value  is  an  external  relation,  it  follows  that  aU 
such  expressions  as  absolute  value,  intrinsic  value, 
etc.,  are  contradictory  to  the  fundamental  idea  of 
Value,  and  should  be  abolished. 

From  the  clearness  and  precision  with  which 
these  views  are  enforced,  this  work,  which  is  not 
by  any  means  so  well  known  as  its  merits  de- 
serve, is  entitled  to  be  held  as  one  of  those  which 
have  commenced  the  thibb  jbba  of  Political 
Economy — (Prsumikabt  Discouksb).  We  shall 
now  give  some  extracts  from  this  treatise,  shew- 
ing how  clearly  the  writer  apprehended  the  true 
conception  of  Value. 

He  adopts,  p.  4,  the  definition  of  Adam  Smith, 
^  That  the  value  of  an  olnect  expresses  the  power 
of  purchasing  other  goods,  which  the  possession 
of  that  object  conveys.**  «  •  According  to  this 
definition,  it  is  essential  to  value,  that  there 
should  be  two  objects  brought  into  comparison. 
It  cannot  be  predicated  of  one  thing  considered 
alone,  and  without  reference  to  another  thing. 
If  the  value  of  an  object  is  its  power  of  purchas- 
ing, there  must  be  something  to  purchase.  Value 
denotes^  eonseguently,  nothing  positivb  or  nt- 
TBiBsic,  but  merely  the  relation  in  which  two 
objects  stand  to  each  other,  as  exchangeable 
commodities. 

"  In  the  circumstance  that  it  denotes  a  relation 
between  two  objects,  and  cannot  be  predicated  of 
anv  conunodity  without  an  express,  or  implied 
reference  to  some  other  commodity,  value  b^irs  a 
resemblance  to  distance.  As  we  cannot  speak  of 
the  distance  of  any  object,  without  implying 
some  other  object,  between  which  and  the  for- 
mer this  relation  exists,  so  we  cannot  speEik 
of  the  value  of  a  commodity,  but  in  refer- 
ence to  another  commodity  compared  with  it. 
A  thing  cannot  be  valuable  in  itself,  without 
reference  to  another  thing,  any  more   than  a 
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thing  can  be  distant  in  itself,  without  reference 
to  another  thing.** 

**  It  follows,  from  this  view  of  value  as  a  bbla- 
TioN,  that  it  cannot  alter  as  to  one  of  the  objects 
compared,  without  altering  as  to  the  other.  It 
would  be  an  absurdity  to  suppose  that  the  value 
of  A  to  B  could  alter,  and  not  the  value  of  B  to 
A ;  that  A  could  rise  in  value  to  B,  and  B  re- 
main stationary  in  value  to  A ;  an  absurdity  of 
much  the  same  kind  as  supposing  that  the  dis- 
tance of  the  earth  from  the  sun  could  be  altered, 
while  the  distance  of  the  sun  from  the  earth  re- 
mained as  before.** 

He  sees  well  that  the  term  equality  of  values 
of  two  quantities,  necessarily  implies  the  nature 
of  ratios.  He  says,  p.  6, — *'It  may  be  objected 
to  this  representation  of  the  relative  nature  of 
value,  that  when  we  say  the  value  of  A  is  equal 
to  the  value  of  B,  the  expression  implies  a 
quality  intrinsic,  and  absolute  in  each;  for, 
otherwise,  how  could  we  affirm  that  an  equality 
existed  between  these  two  values  ?  If  the  term 
denotes  merely  a  relation  between  A  and  B, 
would  it  not  be  absurd  to  talk  of  the  equality  of 
their  values,  just  as  it  would  be  absurd  in  speak- 
ing of  the  distance  between  the  san  and  the 
earth  to  talk  of  an  equality  of  their  distances 
from  each  other  ?  *  «  «  It  will  be  found  that  in 
speaking  of  the  value  of  A  being  equal  to  the 
value  of  B,  we  are  led  to  use  the  expression  hj 
the  constant  reference  which  we  unavoidably 
make  to  the  relations  of  these  commodities  to 
other  commodities,  particularly  to  money;  and 
the  import  of  our  language,  in  its  whole  extent, 
is  that  A  and  B  bear  an  equal  relation  to  a  third 
commodity,  or  to  commodities  in  general.  •  •  • 
If  we  wish  to  know  whether  A  and  B  are  equal 
in  value,  we  shall  in  most  cases  be  under  the  ne- 
cessity of  finding  the  value  of  each  in  C ;  and 
when  we  affirm  that  the  value  of  A  is  equal  to 
the  value  of  B,  we  mean  only  that  the  ratio  of  A 
to  C  is  equal  to  the  ratio  of  B  to  C.** 

He  then  shews  well,  that  when  we  adhere  to 
the  conception  of  value  being  a  relation,  any 
such  thing  as  a  commodity  of  invariable  value  is 
an  impossibility.  He  saj^  p.  9, — "  The  rebitive 
natiu'e  of  value  has  not,  it  appears  to  me,  been 
distinctly  seen,  or  uniformly  kept  in  view,  by  our 
best  writers  on  the  subject.  Mr.  Ricardo,  for 
instance,  who  agrees  with  Dr.  Smith  in  his  defi- 
nition of  value,  asserts  that  if  any  one  commo- 
dity could  be  found,  which  now  and  at  all  times 
required  precisely  the  same  quantity  of  labor  to 
produce  it,  that  commodity  would  be  of  unvaiy- 
mg  vidue. 

**If  value,  however,  denotes  merely  a  relation, 
this  proposition  cannot  be  true.  We  may  ask  to 
what  would  this  commodity  bear  an  invariable 
value  f  what  is  the  correlative  P  would  it  bear  the 
same  value  to  all  other  commodities  F  It  might 
be  so,  it  is  true,  but  certainly  not  in  consequence 
of  being  produced  by  an  unvarying  quantity  of 
labor;  for,  while  the  labor  in  this  instance  re- 
mained a  fixed  quantity,  yet,  if  the  labor  in  other 
commodities  were  increased  or  diminished,  the 
relations  of  value  between  this  one  commodity 
and  all  others,  would,  on  Mr.  Elcardo*s  own  prin- 
ciple, be  instantly  altered. 

**If  com,  for  example,  always  required  pre- 
cisely the  same  quantity  of  labor  to  produce  it ; 
but  all  other  oonunodities  whatever  came  to  be 
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produced  by  half  tbe  labor  formerly  expended  on 
them,  the  Talne  of  com  could  in  no  sense  be 
said  to  remain  the  same.  In  proof  of  this,  take 
Mr.  Ricardo*8  own  definition  of  value,  Hhe 
power  of  purchasing  other  goods,  which  the  pos- 
session of  an  object  conreys.*  To  say  that  a 
commodity  is  of  unvarying  value,  is,  according 
to  this  definition,  equivalent  to  saying  that  its 
power  of  purchasing  other  goods  remains  con- 
stantly uniform ;  or,  to  vary  the  language,  that 
the  quantity  of  other  goods  for  which  it  will  ex- 
change never  alters.  But  in  the  example  we 
have  adduced,  the  same  quantity  of  com  would 
exchange  for  an  increased  quantity  of  any  other 
commodity,  and  consequently,  b^  Mr.  Ricardo*s 
own  definition,  would  have  risen  m  value. 

"  It  may  possibly  be  alleged,  that  it  is  not  the 
com,  but  other  commodities  which  have  varied  in 
value,  and,  therefore,  Mr.  Ricardo*s  language  is 
correct.  If  value  were  a  positive  and  intrinsic 
quality,  this  might  be  trae ;  but  since  it  denotes  a 
mere  relation  between  two  objects,  to  suppose  any 
alteration  could  take  place  in  this  relation  as  to 
one  and  not  as  to  the  other,  to  suppose  that  the 
value  of  A  to  B  could  be  altered,  and  not  the 
value  of  B  to  A  would,  as  I  have  already  re- 
marked, be  as  absurd  as  supposing  that  the  dis- 
tance of  the  sun  from  the  earth  could  be  increased 
or  decreased,  while  the  distance  of  the  earth  from 
the  sun  remained  as  before.'*  •    «    « 

**  The  contradiction  involved  in  affirming  the 
stationary  or  invariable  value  of  any  object, 
amid  the  variations  of  other  things,  is  so  direct 
and  palpable  that  it  may  be  instmctive  to  point 
out  the  way  in  which  a  writer  of  such  powers  of 
reasoning,  as  Mr.  Ricardo  unquestionably  pos- 
sessed, has  been  led  into  so  strange  and  manifest 
an  error. 

^  Since  value  denotes  a  relation  between  two 
objects,  no  arguments  are  required  to  prove  that 
it  cannot  arise  from  causes  affecting  only  one  of 
the  objects,  but  must  proceed  from  two  causes,  or 
two  sets  of  causes,  respectively  operating  on  the 
objects  between  which  the  relation  exists.  If  A 
is  equal  in  value  to  B,  this  must  be  owing,  not 
only  to  causes  operating  on  A,  but  also  to  causes 
operating  on  B.  The  fact  of  a  pound  of  gold 
exchanging  for  fifteen  times  the  quantity  of  com 
that  can  be  obtained  for  a  pound  of  silver,  can- 
not be  referred  to  causes  operating  on  the  com, 
but  to  a  difference  in  the  causes  operating  on 
gold  and  silv^.  Hence,  how  constant  or  uni- 
form soever,  a  cause  affecting  one  commodity 
may  be,  it  caimot  make  that  object  of  constant 
value  without  the  concurrence  of  other  invariable 
causes,  acting  upon  the  commodity  with  which  it 
is  compared. 

*'It  is  precisely  this  essential  circumstance 
which  has  escaped  the  notice  of  Mr.  Ricardo. 
When  he  asserts  that  a  commodity  would  be  of 
invariable  value,  if  it  were  always  produced  by 
the  same  quantity  of  labor ;  he  overlooks  one- 
half  of  the  causes  concerned  in  the  determination 
of  Value;  for,  a  moment's  consideration  will 
teach  us  that  such  a  commodity  could  be  of  in- 
variable value,  in  relation  to  those  commodities 
alone,  of  which  the  producing  labor  had  also  re- 
mained a  constant  quantity.  Not  adverting  to 
this,  Mr.  Ricardo  appears  to  have  reasoned,  that 
because  the  quantity  of  labor  (according  to  his 
doetriae)  is  the  caose  of  Value ;  if  the  cause  in 


any  one  commodity  remains  the  same,  the  effect 
must  necessarily  be  the  same.  But,  grant- 
ing his  doctrine,  that  the  quantity  of  labor  de- 
termines value — ^it  must  be  the  quantity  requisite 
for  the  production  of  each  commodity  compared, 
and  not  the  quantity  requisite  for  that  of  only 
one.  The  value  of  both,  or  their  relation  to  each 
other,  must  necessarily  vary  with  every  change 
in  the  quantity  of  producing  labor  required  for 
either. 

^^  To  assert,  indeed,  that  the  value  of  an  object, 
or  its  relation  to  an  object^  was  invariable ;  be- 
cause whatever  alteration  nas  taken  place  in  the 
latter  object,  the  former  had  undergone  no  change 
in  the  conditions  of  its  production,  would  be  as 
absurd  as  to  assert  the  unvarying  likeness  of  a 
portrait  to  the  original;  because,  however,  the 
man  had  altered  in  feature,  the  portrait  itself  had 
retained  precisely  the  same  lineaments.  The 
relation  of  value  as  well  as  the  resemblance 
between  two  objects,  depends  upon  both,  and 
changes  with  a  change  in  either  of  them.** 

Mr.  Bailey  then  points  out,  p.  21 — ^that  the  same 
error  pervades  Malthus's  account  of  Value,  and 
says,  p.  23 — ^  We  have  here  invariable,  aiwdutef 
ncUurai,  nominal^  and  rdaHoe  Value ;  but,  through- 
out the  whole  of  the  passage,  the  notion  of  Value 
as  something  intrinsic,  or  absolute,  is  apparent. 
Departing  at  once  from  his  own  definitions,  he 
maintains  that  the  value  of  an  object  may  be 
affected — ^without  affecting  the  value  of  the  com- 
modities for  which  it  is  exchanged ;  that  is,  that 
the  power  of  A,  in  commanding  B  in  exchange, 
may  be  altered,  while  the  power  of  B  commanding 
A,  remains  as  before.  Mr.  Malthus  has  fallen 
into  the  same  error,  which  we  have  already 
noticed  in  Mr.  Ricardo ;  the  error  of  supposing 
that,  if  a  commodity  continued  the  same  in  the 
circumstances  of  its  production,  it  would  retain 
the  same  value,  amidst  the  fluctuations  of  other 
commodities.  The  inconsistency  of  this  with  the 
definition  of  value,  has  already  been  sufficiently 
exposed,  and,  as  it  is  the  basis  of  Mr.  Malthus's 
notion  of  absolute  value,  that  notion  necessarily 
falls  to  the  ground.  The  very  term  absolutb 
VALUE,  implies  the  same  absurdity  as  AssoLurs 
DISTANCE  ;  while  the  invariable  value  of  one 
object  amidst  the  fluctuation  of  all  other  things, 
is  as  self-contradictory  a  notion  as  the  invariable 
resemblance  of  a  picture  to  the  natural  scenery 
from  which  it  was  taken,  amidst  all  the  vicissi- 
tudes of  the  seasons,  the  touches  of  time,  and  the 
encroachments  of  art. 

''*'  The  same  error  rans  through  the  whole  of  Mr. 
Malthus*s  pamphlet,  entitled  *The  Measure  of 
Value  Stated  and  Illustrated,**  and  is  involved  in 
the  position  which  it  is  the  object  of  that  pamphlet 
to  establish.  He  maintains,  after  Adam  Smith, 
that  labor  is  always  of  the  same  value,  that  is, 
according  to  his  own  definition,  always  retains 
the  same  power  of  commanding  other  objects  in  ex- 
exchange;  and  yet,  in  the  same  treatise,  he  speaks 
of  the  laborer  earning  a  greater  or  smaller  quan- 
tity of  money,  or  necessaries,  and  insists  that  it  is 
not  the  value  of  the  labor  which  varies,  but  the 
value  of  the  money,  or  the  necessaries.  As  if 
produce  or  money  could  change  in  value  rela- 
tively to  produce  or  money.  But  we  need  not  be 
surprised  at  any  implied  inconsistences  in  Mr. 
Malthus,  when,  after  setting  out  with  the  defini- 
tion which  we  have  already  quoted,  that  value  is 
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'the  power  of  commanding  other  objects  in  ex- 
change,* or  in  other  words,  *  the  power  of  purchas- 
ing,' he  subsequently  makes  the  direct  assertion 
that, '  although  money  may  increase  in  its  power 
of  purchasing,  it  does  not  necessarily  increase  in 
value.*  If  Mr.  Malthus  thus  abandons  his  own 
definition,  what  other  will  he  put  in  its  place  ?** 

He  also  exposes,  with  equal  success,  the  self 
contradictions  of  Ricardo.  "Although  he,  (Ri- 
cardo),  agrees  with  Dr.  Smith,  in  defining  value 
to  express  the  power  of  purchasing;  and  al- 
though in  the  very  first  proposition  in  his  book, 
he  speaks  of  the  value  of  a  commodity  as  sy- 
nonymous with  the  quantity  of  any  other  com- 
modity for  which  it  will  exchange,  yet  in  another 
chapter  of  his  work  he  says,  'I  cannot  agree 
with  M.  Say  in  estimating  the  value  of  a  com- 
modity by  the  abundance  of  other  conmiodities 
for  which  it  will  exchange.*  In  accordance  with 
the  definition,  tnis  means  that  he  cannot  agree 
with  M.  Say  in  estimating  the  power  of  a  com- 
modity to  purchase  other  commodities  by  the 
quantity  of  the  latter,  which  it  will  purchase. 
But  if  the  power  of  a  commodity  to  purchase  be 
not  measured  by  the  quantity  purchased,  what 
other  mode  of  estimation  can  be  found  ?  It  is 
no  great  degree  of  boldness  to  challenge  the 
whole  body  of  economists  to  produce  a  different 
meaning  of  the  word  power,  or  a  different  mea- 
sure of  its  degrees.** 

He  then  brings  forward  a  similar  error  in  one  of 
Mr.  Ricardo*B  followers,  the  author  of  the  7Vm- 
yiUirif  Didloffues  on  PoliHcal  Eeonomy^  (Db  Quiv- 
cet);  and  he  thus  shews  the  fundamental  ernnr  of 
them  both.  "  The  mistake,  both  in  this  writer  and 
in  Mr.  Ricardo,  evidently  arises  from  an  inaccurate 
apprehension  of  the  true  nature  of  value.  In- 
stead of  regarding  value  as  a  relation  between 
two  objects,  they  seem  to  consider  it  as  a  positive 
restiU,  produced  by  a  definite  quantity  of  labor. 
If  the  quantity  of  labor  necessary  for  tiie  pro- 
duction of  an  object  is  always  the  same,  the 
value  according  to  them  is  always  the  same,  how- 
ever other  objects  may  have  varied ;  so  that,  in 
fiftct,  tiie  circumstance  of  its  being  produced  by  a 
certain  quantity  of  labor,  constitutes  its  value, 
independently  of  any  other  circumstances.** 

He  thus  briuffs  together  the  manifest  truth  on 
the  subject.  "The  following  propositions  may  be 
stated,  as  the  results  of  the  investigation  in 
which  we  have  been  employed.  Simple  as  they 
appear,  we  have  seen  that  it  is  possible  to  over- 
look them : — 

"  1.  Inasmuch  as  the  term  value  denotes  a  re- 
lation between  two  objects,  a  commodity  cannot 
be  said  to  possess  vidue,  or  to  alter  in  value, 
without  an  express  or  implied  reference  to  some 
other  commodity.  Its  value  must  be  value  in 
something,  or  in  relation  to  something. 

"  2.  This  relation  between  two  objects  cannot 
alter  as  to  one,  without  altering  as  to  the  other. 
If  A  rises  in  relation  to  B,  j3  cannot  remain 
stationary,  but  must  fall  in  relation  to  A. 

"3.  The  value  of  a  commodity  can  be  ex- 
pressed only  by  a  quantity  of  some  other  com- 
modity. 

"4.  A  rise  in  the  value  of  a  conunodity  A, 
means  that  an  equal  quantity  of  this  commodity 
exchanges  for  a  greater  quantity  than  before  of 
the  commodity  B,  in  relation  to  which  it  is  said 
to  rise. 


*'  5.  A  fall  in  the  value  of  A  means,  that  an 
equal  quantity  of  it  exchanges  for  a  smaller 
quantity  of  B.** 

"  In  the  examination  of  the  present  subject  as 
discussed  by  those  writers,  on  whose  doctrines  I 
have  ventured  to  animadvert,  I  have  been  forcibly 
struck  with  the  vagueness,  the  inconsistencies, 
and  the  errors,  which  have  arisen  from  speaking 
of  value  us  a  sort  of  general  and  independent 
property^  and  I  cannot  too  strongly  recommend 
the  student  of  Political  Economy,  never  to  let 
the  word  value  pass  before  him,  without  pat- 
ting the  question,  *  value  in  what?*  or,  *in 
relation  to  what?*  The  value  of  a  commo- 
dity must  be  its  value  in  something,  and  when- 
ever the  term  is  used  with  any  definite  mean- 
ing, that  something  may  be  assigned.  If  it 
cannot  be  assigned,  the  reader  may  rest  assured 
that  the  author,  whoever  he  be,  is  writing  with- 
out any  determinate  ideas.  Whoever  resolutely 
applies  this  rule  in  reading  our  econ(Hnical 
writers  will  be  surprised  and  pleased  at  the  light 
it  will  pour  over  their  pages.  The  most  diffioilt 
and  obscure  passages  will  frequently  brighten 
into  perspicuity,  and  the  sum  of  their  truth,  as 
well  as  of  their  error,  will  stand  apparent.  The 
brilliant  paradox,  the  ingenious  fallacy,  the  seem- 
ingly profound  observation,  will  separate  into 
two  distinct  parts,  one  exhibiting  the  gaudy  frag- 
ments of  sophistry  and  delusion,  the  other  the 
simple  truth,  which  they  only  served  to  hide  with 
their  cumbrous  splendour.** 

In  the  second  chapter  Mr.  Bailey  shews  the 
entirely  arbitrary  and  unfounded  distinction  be- 
tween real  and  nominal  value,  adopted  by  Adam 
Smith,  Malthus,  Ricardo,  and  De  Quincey. 

The  third  chapter  is  a  refutation  of  Ricardo*8 
views  of  the  value  of  labor,  and  the  fourth  chapter 
of  the  same  writer^s  doctrine  of  profits,  which 
shews  the  error  of  Ricardo*s  views  to  a  certain 
extent,  but  he  has  not  succeeded  in  seizing 
Ricardo*s  master  fallacy,  which  is  in  not  seeing 
that  the  rate  of  profit  must  be  reduced  to  the 
same  standard  as  the  rate  of  interest,    (PnoFrr.) 

The  fifth  chapter  is  on  the  method  of  comparing 
commodities  at  different  periods,  in  which  he  well 
shews  that  the  value  of  the  same  commodities  at 
different  periods  cannot  be  compared,  p.  71: — 
"  It  is  a  direct  inference  from  the  explanation  of 
value,  in  the  preceding  chapters,  as  denoting  a 
relation  between  two  conmiodities— a  relation  in- 
capable of  existing  when  there  is  only  one  com- 
modity, that  it  cannot  exist  between  a  conunodity 
at  one  period,  and  the  same  commodity  at  another 
period.  We  cannot  ascertain  the  relation  of 
cloth  at  one  time  to  cloth  at  another,  as  we  can 
ascertain  the  relation  of  cloth  to  corn  in  the  pre- 
sent day.  All  that  we  can  do  is,  to  compare  the 
relation  in  which  cloth  stood  at  each  period  to 
some  other  commodity.  When  we  say  that  an 
article  in  a  former  age  was  of  a  certain  value,  we 
mean  that  it  exchanged  for  a  certain  quantity  of 
some  other  commomty.  But  this  is  an  inap- 
plicable expression  in  speaking  of  only  one  com- 
modity at  two  different  periods.  We  cannot  say 
that  a  pair  of  stockings  in  James  the  First's  reign 
would  exchange  for  six  pair  in  our  own  day ;  and 
we,  therefore,  cannot  say  that  a  pair  in  James  the 
First's  reign  was  equal  in  value  to  six  pair  now, 
without  rdierence  to  some  other  article. 

"Value  is  a  relation  between   cmtemporary 
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ecHnniodities,  because  such  only  admit  of  being 
exchanged  for  each  other;  and,  if  we  compare 
the  value  of  a  commodity  at  one  time  with  its 
ralne  at  another,  it  is  only  a  comparison  of  the 
relation  in  which  it  stood  at  these  different  times 
to  some  other  commodity.  It  is  Dot  a  comparison 
of  some  intrinsic,  independent  quality  at  one 
period,  with  the  same  quality  at  another  period ; 
but  a  comparison  of  ratios,  or  a  comparison  of 
the  relative  quantities  in  which  commodities  ex- 
changed ibr  each  other  at  two  different  epochs. 
If  a  commodity  A,  in  the  year  100,  was  worth  2 
B,  and  in  1800  was  worth  4  B,  we  should  say 
that  A  had  doubled  its  value  to  B.  But  this, 
which  is  the  only  kind  of  comparison  we  can 
institute,  would  not  give  us  any  relation  between 
A  in  100  and  A  in  1800;  it  woidd  be  simply  a 
comparison  of  the  relation  between  A  and  B  in 
each  of  thoee  years. 

**  It  is  impossible  ibr  a  direct  relation  of  value  to 
exist  between  A  in  100,  and  A  in  1800,  just  as  it 
is  impoflsible  for  the  relation  of  distance  to  exist 
between  the  sun  at  the  former  period,  and  the 
sun  at  the  latter.  This,  perhaps,  will  be  still 
more  apparent,  if  we  make  use  of  the  definition  of 
value  instead  of  the  term.  It  wHl  at  once  be 
seen  how  absurd  it  would  be  to  talk  of  the  power 
of  A  in  the  year  100,  to  command  in  exchange, 
the  same  commodity  in  1800.    «    •    * 

^*  When  Mr.  Ricardo  tells  us  that  a  commodity 
always  produced  by  the  same  labor  is  of  invari- 
able value,  he  implicitly  maintains  all  I  have  been 
attempting  to  d&prove.  By  the  epithet  invari- 
able, he  clearly  means  that  its  value  at  one  time 
will  be  precisdy  the  same  as  its  value  at  another, 
not  in  relation  to  other  commodities,  for  he  sup- 
poses all  other  commodities  to  vary,  but  in  rela- 
tion to  itself.  He  distinctly  states  that,  if  equal 
quantities  of  gold  could  always  be  obtained  by 
equal  quantities  of  labor,  the  value  of  gold  *  would 
be  invariable,  and  it  would  be  eminently  well  cal- 
culated to  measure  the  varying  value  of  all  other 
ikingai  whence  it  follows,  that  this  invariable- 
ness  most  be  intended  to  be  affirmed  of  the  value 
of  pold  compared  with  itself,  and  not  of  any  re- 
lation between  gold  and  some  other  commodity. 

^  The  same  remarks  apply  to  all  attempts  to 
find  out  something  of  invariable  value.  Adam 
Smith  and  Mr.  Malthas,  in  considering  labor  alone 
88  never  varying  in  its  own  value,  assert,  by  im- 
plication, that  labor  at  one  period  may  be  compared 
in  value  with  labor  at  another  period,  without  re- 
ference to  any  other  thing  whatever.  I  fally  con- 
cede that  such  a  notion  involves  an  absurdity,  that 
they  might  have  talked  with  equal  propriety  of 
the  poflsibility  of  comparing  the  distance  of  the 
sun  in  the  year  100,  with  its  distance  in  1800, 
without  reference  to  any  other  body  in  space; 
and  that  language  can  scarcely  be  found  to  ex- 
press the  idea  in  direct  terms,  without  a  pidpable 
contradiction ;  but  that  such  a  notion  has  exten- 
sively prevailed,  no  one  will  doubt  who  atten- 
tively turns  over  the  pages  of  the  first  writers 
on  the  subject.**  And  he  ftuther  criticizes  Ri- 
cardo*8  and  Mr.  De  Qulncey*s  views  on  this 
subject. 

In  the  sixth  chapter  he  points  out  the  great 
errors  prevailing  in  respect  of  the  term  measure 
of  value.  He  explains  well  the  fallacy  of  the 
analogy  which  was  so  commonly  supposed  to 
exist  between  a  measure  of  weight  or  length, 


and  a  measure  of  value.  This  is  a  most  valu- 
able chapter,  and  by  the  doctrines  established  in 
it,  he  tests  the  measure  of  value  proposed  by  Mr. 
Malthus  in  the  following  one,  and  well  shews  its 
fallacy.  The  eighth  chapter  shews  the  fallacy  of 
Ricardo^s  mode  of  estimating  value.  The  ninth 
chapter  is  on  the  distinction  between  value  and 
riches.  The  tenth  on  the  difference  between  a 
measure  and  a  cause  of  value.  The  eleventh 
and  last  is  on  the  causes  of  value.  In  this  he 
sees  that  tJie  cause  of  value  does  not  reside  in 
the  labor  of  producing,  but  in  the  mind.  He 
says,  p.  180,  **It  was  explained  in  the  first 
chapter,  that  value,  although  spoken  of  as  a 
quality  adhering  to  external  objects,  or  as  rela- 
tion between  them,  implies  a  feeling  or  state  of 
mind,  which  manifests  itself  in  the  determination 
of  the  will.  This  feeling  or  state  of  the  mind  may 
be  the  result  of  a  variety  of  considerations,  con- 
nected with  exchangeable  commodities,  and  an 
inquiry  into  the  causes  of  value  is,  in  reality,  an 
inquiry  into  these  external  circumstances,  which 
operate  so  steadily  upon  the  minds  of  men  in  the 
interchange  of  the  necessaries,  comforts,  and  con- 
veniences of  life,  as  to  be  subjects  of  inference 
and  calculation.** 

Thus  Mr.  Bailey  accurately  sees  that  the 
source  or  foundation  of  value  resides  in  the  mtml, 
and  not  in  labors  as  the  second  school  of  Political 
Economy  held. 

But  he  has  gone  one  step  too  far  in  the  con- 
sideration of  causes,  p.  199.  "It  has  been 
shewn  that  the  immediate  causes  of  value  are 
the  considerations,  which  act  on  the  minds 
of  human  beings,  and  ihat  the  circumstancea 
which  form  or  Jumuh  those  consideratione  muit 
be  the  causes  into  which  the  economist  has  to 
inquire^  We  have  shewn  (Pbeliminabt  Dis- 
coubsb),  that  the  causes  which  act  upon  the 
mind  are  beyond  the  pale  of  Political  Economy. 
Having  got  his  motive  power,  the  Political 
Economist,  quk  Economist,  has  no  business  to 
inquire  any  further,  any  more  than  the  engineer 
cares  to  inquire  into  the  chemical  causes  of  the 
power  of  steam,  or  the  astronomer  to  inquire  into 
the  metaphysical  causes  of  gravity.  Each  of  these 
inquiries  belongs  to  a  superior  science,  and  it  is 
absolutely  essential  that  a  due  gradation  of 
sciences  be  observed.  The  question  of  the  causes 
of  the  considerations  which  act  upon  the  mind 
belongs  to  the  science  of  Morals,  and  not  to 
Political  Economy,  and  must  be  kept  essentially 
distinct. 

Mr.  Bailey  then  shews  the  fallacy  of  the 
Axioms  obtained  by  Ricardo  and  his  followers, 
p.  207 — "  It  is  manifest  that,  if  the  unqualified 
doctrine  as  laid  down  by  some  writers,  were  cor- 
rect, the  value  of  any  commodity  would  be 
strictly  representative  of  the  quantity  of  labor 
expended  on  its  production  from  first  to  last. 
*  If,'  as  Mr.  Mill  expresses  it,  *  quantity  of  labor 
in  the  last  resort,  determines  the  proportion  in 
which  commodities  exchange  for  one  another,*  or, 
as  it  is  stated  by  the  author  of  the  Templars* 
Dialogues,  *  commodities  are  to  each  other  in  value 
as  the  quantities  of  labor  employed  in  their  pro- 
duction ;*  or,  as  it  is  laid  down  by  Mr.  McCul- 
loch^  '  the  exchangeable  value,  or  relative  worth 
of  commodities  as  compared  with  each  other,  de- 
pends exclusively  on  the  quantities  of  labor 
necessarily  required  to  produce  them  ;*  then  it 
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follows  that  any  two  commodities  which,  at  any 
time,  exchange  for  each  other,  (putting  aside  all 
flnctnations  of  market  valne,)  mnst  have  been  pro- 
duced by  exactly  the  same  quantity  of  labor.  If 
a  quarter  of  wheat  is  exchanged  for  a  piece  of 
Hnen,  these  two  commodities  must  liaye  required 
the  same  labor  to  bring  them  to  the  condition  in 
which  they  are  exchanged. 

**  Now,  this  cannot  l^  true,  if  we  can  find  any 
instances  of  the  following  nature : — 

**  1.  Cases  in  which  two  commodities  have 
been  produced  by  an  equal  quantity  of  labor,  and 
yet  sell  for  different  quantities  of  money. 

^2.  Cases  in  which  two  commodities  once  equal 
in  value,  have  become  unequal  in  yalue,  without 
any  change  in  the  quantity  of  labor  respectively 
employed  in  each.** 

^*  Cases  of  the  first  kind  are  exceedingly  nume- 
rous.** And  he  enumerates  a  number  of  cases 
under  each  head,  which  shew  that  the  general 
rule  proposed  by  these  writers,  is  quite  fallacious. 
And  he  notices  the  most  extraordinary  doctrine 
maintained  by  Mr.  James  Mill,  and  subsequently 
adopted  by  Mr.  McCulloch, — **  The  author  of  the 
Elements  of  Political  Economy,  has  made  a 
curious  attempt  to  resolve  the  effects  of  time  into 
'  expenditure  of  labor.  ^  If,*  says  he,  ^  the  wine 
wMch  is  put  into  the  cellar  is  increased  in  value 
one-tenth  by  being  kept  a  year,  one-tenth  more 
of  labor  may  be  correctly  considered  as  having 
been  expended  upon  it.*  ** 

*'  Now,  if  any  one  proposition  can  be  affirmed 
without  dispute,  it  is  this,  that  a  fact  can  be  cor- 
rectly considered  as  having  taken  place,  only 
when  it  really  has  taken  place.  In  the  instance 
adduced,  no  human  being,  by  the  terms  of  the 
supposition,  has  approached  the  wine,  or  spent 
upon  it  a  moment  or  a  single  motion  of  his 
muscles.  As,  therefore,  no  labor  has  been  really 
exercised  in  any  way  relating  to  the  wine,  a 
tenth  more  of  labor  cannot  be  correctly  con- 
sidered as  having  been  expended  upon  it,  unless' 
that  can  be  truly  regarded  as  having  occurred, 
which  never  happened.** 

This  strange  hypothesis  is  an  example  of  the 
shifts  men  are  driven  to,  when  they  take  up  one 
preconceived  idea,  and  are  determined  to  square 
everything  by  it.  A  very  apt  example  of  Bacon*s 
Aphorism  already  quoted. 

In  a  note  at  page  239,  he  points  out  that 
Bicardo  has  used  the  word  Value  in  ieven  senses, 
and  yet  he  is  usually  praised  for  his  consistency 
in  the  use  of  that  fundamental  term  I 

This  little  work  well  deserves  the  most  atten- 
tive study,  but  like  all  others  of  its  character, 
which  is  merely  destructive^  or  an  exposure  of 
fondamental  fiedJacies,  it  is  in  danger  of  passing 
into  oblivion,  however  successful  it  may  be  in  its 
purpose.  A  work  to  have  vitality  must  be  con- 
eirucHve.  It  is  this  which  has  given  vitality  to 
Ricardo*s  work,  because,  however  erroneous  it 
may  be,  it  is  ccngtrueHvet  and  there  can  be  no 
hope  of  superseding  it  untU  a  constructive  work 
be  written,  on  opposite  principles. 

This  work  having  been  attacked  in  very  coarse 
terms  in  an  article  in  the  Weatmm»ter  Emew^ 
Mr.  Bailey  replied  in, 

A  letter  to  a  PolUieal  Economist^  oceationed  hy 
an  article  in  the  *^  Wesimimter  Review"  on  the 
sul^t  of  Value,    London,  1826. 

Mon^  and  ite  mdeeitudet  in  Valuer  at  th^ 


cfffect  National  Industry  ^  and  pecvadary  eonirttctt^ 
London,  1837. 

A  Defence  of  Joint  Stock  Banks,  and  Country 
Issues,    London,  1840. 
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Lettre  No,  3,  contre  les  differents  taux  aUribniee 
au  capital  nominal  des  rentes  sur  Vetat,  Paris, 
1830. 

Lettre  No,  4;  NScessiti  diclairer  les  daesee 
ouvrieres  sur  leurs  viritables  int&rets^par  la  eoes^ 
naissance  de  leur  position  socials,    Paris,  1830. 

Lettre  No,  5 ;  Des  contributions  indirectes,  de 
rimpot  sur  les  boissons ;  en  ginend  des  vices  qui 
se  sont  introduiis  dans  les  discussions  de  finances* 
Paris,  1830. 

Lettre  7 ;  Prqjet  dune  Banque  de  garantie  pour 
Vesccmpte  des  effets  de  commerce; — Encore  wn 
mot  sur  Tamortissement  des  rentes  sur  Iktatj 
et  sur  le  projet  adoptS  par  la  chambre  dis  deputis. 
Paris,  1830. 

Rentes  dites  cinq  pour  cent  sur  Vetal,  rembourse' 
mentj  conversions^  retranchement,  Paris,  1836.   G. 

BAILLY,  ANTOINB,— Bom  at  Paris,  20th 
November,  1780.  Inspector  Genial  of  the 
Finances.    Died  in  1851. 

Eistoire  financiere  de  la  Fhrnoe^  depuisfari^ 
gine  de  la  monarchies  j%uq^  a  la  Jin  de  17899  anec 
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un  tableau  general  des  aneiermes  impasitionst  et  an 
etat  des  reeettes^  ei  da  dipensea  du  trisor  royal,  d 
lameme^toque.    Paris,  1820. 

Expose  de  radnUnisirxxHon  gSnSrale  des  JU 
nances  du  Rcyaume-Um  de  la  Orande  Bre- 
iogne  ei  ^Irlande^  contenant  des  documents  sttr 
reekijuier,  la  dette  naUonalc,  les  hanques,  les  nam- 
gations,  les  eonsommationSf  ifc. ;  sur  le  produit  et 
Vemploi  des  contributions,  droits^  taxes,  phages  et 
hnolumeiUs  percuspar  Vetat,  le  clergS,  la  magis- 
trahtrCf  les  eomtis,  les  paroisses.  Us  corporations, 
les  tituUnres  d: offices,    Faris,  1837. 

These  two  works  are  the  best  on  their  respec- 
tive subjects.  The  author  was  sent  on  a  special 
mission,  and  resided  for  a  long  time  in  Great 
Britain,  to  stody  the  details  of  the  financial 
system,  and  had  official  documents  put  at  his 
disposal. 

BAILLT,  JOSEPH,- Bom  at  Besan^n  in 
1779.  He  studied  medicine,  and  accompanied 
the  French  Expedition  to  St.  Domingo,  as  health 
officer.  He  also  was  present  at  the  campaigns 
in  Germany  and  Russia;  and  in  1823  was  chief 
of  the  medical  staff  in  the  Expedition  to  Spain. 
He  died  15th  December,  1832. 

Essais  sur  VagricuUwre  dans  ses  rapports  aoec 
ks  arts  industriels, 

Recherches  sttr  les  nunfens  emphges  successtDe- 
ment  en  France  pour  extirper  la  miuiieiti,  ei  ri- 
primer  le  vagabondage, 

BAUT,  FRANCIS,- Bom  in  Berkshire  in 
1774.  He  was  for  many  years  a  member  of  the 
Stock  Exchange,  and,  in  some  differences  they 
had  with  the  Corporation  of  London,  he  wrote 
some  pamphlets  on  their  side,  which  gained  him 
much  popularity.  He  also  published  some  works 
on  assurances,  which  were  held  in  high  esteem  in 
this  country  and  abroad.  In  1820  he  was  one  of 
the  founders  of  the  Astronomical  Society,  and  for 
some  time  President.  The  reform  of  the  I'fau- 
Had  Almanack  was  brought  about,  greatly  by 
his  influence.  He  retired  from  business  in  1825, 
«ith  a  large  fortune,  and  thenceforth  devoted 
hidlself  entirely  to  astronomical  pursuits,  in 
which  he  acquired  a  high  reputation.  He  was 
employed  by  Government  to  fix  the  standard 
yard  measnre,  which  had  been  lost  in  the  fire  at 
the  Houses  of  Parliament  in  1834.  He  was  also  en- 
gaged in  many  other  scientific  investigations.  He 
died  30th  August,  1844.  He  was  a  Fellow  of 
the  Royal  Society,  and  a  Corresponding  Member 
of  the  Institute  of  France. 

Tables  /or  the  Purchasing  and  Renewing  of 
Leases,  ^e.    London,  1802. 

The  Doctrine  of  Interest  and  Annuities.  Lon- 
don, 1808. 

The  Doctrine  of  Life  Annuities  and  Insurances. 
London,  1810. 

This  work  has  been  translated  into  French. 

Theorie  des  annuites  viagh'es,  et  des  assurances 
tur  la  vie,  smvie  d^un  collection  de  tables  rdatives 
a  ces  matih-es,  Traduit  par  Alfred  de  Courcy. 
Pftris,  1836. 

BAINS8,  EDWABD,—  Joint  proprietor  and 
editor,  with  his  brother,  of  the  Leeds  Mercurg. 

An  Address  to  the  Unemploged  Workmen  of 
Yorkshire  and  Lancashire,  on  the  present  distress, 
and  on  Machinery.    London,  1826. 

PAST   I.      VOL.   I. 


History  of  the  Cotton  Manufacture  in  Ghreat 
Britcdn,  with  a  notice  of  its  early  history  in  the 
East:  a  Description  of  the  great  Mechanical  In* 
ventions  which  have  caused  Us  extension  in  Bri» 
tain,  and  a  View  of  the  Present  State  of  the  Ma- 
nufacture,    London,  1835. 

The  Social,  Educational,  and  Religious  State 
of  the  Manufacturing  Districts;  with  Statistical 
Returns  of  the  Means  of  Education  and  Rdi" 
gious  Instruction  in  the  Manufacturing  Districts 
of  Yorkshire,  Lancashire,  and  Cheshire,  London, 
1843. 

JTie  Manufacturing  Districts  VindicaUed. 
Leeds,  1843. 

On  the  Value  of  Education  to  the  Working 
Classes.  The  Duty  and  Interest  of  Parents. 
Leeds,  1852. 

On  the  Value  of  Education  to  the  Working 
Classes.    London,  1852. 

BAJOT,  LOUIS  MABIN,— Born  at  Paris, 
9th  September,  1775,  has  held  various  offices  in 
the  department  of  the  Marine. 

Reoue  de  la  marine  Franqaise  depuis  son  origine 
jusgu*  a  nos  jours.    Paris,  1800. 

RSpertoire  de  Vadministrateur  de  marine,  ou 
tables  alphabetiques  par  ordre  de  dates  et  de  ma" 
tieres  des  prineipales  lois  relatives  a  la  marine  et 
aux  colomes,  d^uis  leur  origine  jusqu*  a  ce  jour. 
Paris,  1814.    G. 

BALANCE  OF  TRADE.— This  expression  is 
a  pre^ant  example  of  Bacon's  aphorism  that  the 
fallacies  of  language  are  the  most  troublesome  of 
all,  and  of  the  extreme  difficulty  of  eradicating 
those  which  have  some  portion  of  truth  in  them. 
It  is  also  a  conclusive  reply  to  those  persons  who 
think  that  attention  to  the  meaning  of  words  is  of  no 
consequence  in  Political  Economy.  It  is  a  most 
humiliating  instance  of  the  way  in  which  the 
most  eminent  Statesmen  and  the  most  enlightened 
nations  may  be  duped  and  misled  for  a  long 
course  of  time  by  an  expression,  which,  when  it 
comes  to  be  analysed  and  probed  by  men  who 
begin  to  investigate  the  true  nature  of  things,  is 
discovered  to  be  the  most  palpable  delusion  that 
ever  deceived  the  senses  of  mankind. 

2.  This  amazing  fallacy  may  now  be  con- 
sidered to  be  explc^ed  among  all  men  who  have 
the  slightest  pretensions  to  any  real  knowledge 
of  the  matter,  though  it  does  still  linger  in  a  few 
quarters.  Its  overthrow  gave  rise  to  what  we 
call  the  first  school  of  Political  Economy  of 
modem  times,  founded  by  Quesnay,  and  the 
economists  of  the  eighteenth  century.  It  may 
claim  some  attention  at  our  hands  because  its  ex- 
planation will  well  illustrate  some  of  the  funda- 
mental principles  of  Political  Fconomy. 

3.  As  this  error,  however  extensively  it  pre- 
vailed, or  however  important  it  was  in  its  day,  is 
now  exploded,  we  shall  not  spend  much  time  in 
deciding  where  it  arose.  It  is  sufficient  to  say 
that  England,  France,  and  Italy,  all  contend  fur 
the  honor  of  the  cap  and  bells.  A  considerable 
number  of  writers  in  each  country  contributed  to 
establish  it,  nor  do  we  care  to  settle  the  priority 
of  folly.  Though  Spain  may,  probably,  be  really 
entitled  to  it.  In  the  conquest  of  the  new  world, 
gold  was  their  chief  object  of  ambition.  The  new 
acquisitions  were  estimated  chiefly  as  they  were 
capable  of  producing  the  precious  metals.    From 
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this  the  idea  gradually  extended  and  prevailed, 
that  the  precious  metals  were  the  only  species  of 
wealth ;  and,  by  a  confusion  of  ideas,  it  was  sup- 
posed that  the  object  of  all  trade  was  to  acquire  the 
precious  metals.  It  followed  from  this  that  the  pro- 
fits of  trade  were  estimated  just  as  they  brought  in 
gold  and  silver.  It  is  said  that  an  Italian  writer, 
fiotero,  in  the  sixteenth  century,  was  one  of  the 
earliest  to  adopt  this  doctrine.  Montaigne  stands 
one  of  the  first  in  this  bad  company,  for  he  Ibjs 
it  down  that,  in  trading,  whatever  one  party 
gains,  the  other  party  must  lose.  A  doctrine 
absurd  on  the  face  of  it,  because,  if  one  party  lost, 
why  should  he  continue  to  trade  ?  It  is  clear 
on  the  slightest  reflection  that,  in  commerce,  both 
sides  must  gain,  for  if  not,  it  would  immediately 
cease. 

4.  Having  thus  adopted  the  opinion  that  gold 
and  silver  were  the  only  species  of  wealth,  that, 
in  commerce,  what  one  side  gained  the  other  lost ; 
they  then  began  to  estimate  how  much  the  gain 
or  the  loss  was,  and  they  did  it  in  this  way: 
— ^They  said  that,  if  the  exports  of  a  country 
exceeded  the  imports  in  voZve,  that  the  hctlance 
must  be  received  in  money,  and  that,  if  the 
imports  exceeded  the  exports,  the  balance 
must  be  paid  in  money.  The  difference  in 
value  between  the  exports  and  the  imports  was 
called  the  BaiUmee  of  Trade,  which,  it  was  as- 
sumed, must  be  paid  in  money,  and  the  trade  of 
a  country  was  considered  favorable  or  adverse, 
according  as  the  balance  was  for  or  against  it. 
That  is  to  say,  the  profit  was  held  to  consist  in  the 
quantity  by  which  the  value  of  the  exports  ex- 
ceeded the  value  of  the  imports,  and  the  loss  was 
held  to  consist  in  the  quantity  by  which  the 
value  of  the  imports  exceeded  the  value  of  the 
exports. 

5.  In  order  to  place  the  matter  still  more 
clearly  before  our  readers,  we  will  give  a  state- 
ment of  it  from  some  eminent  witnesses.  Mr. 
Irving,  Inspector-General  of  Imports  and  Ex- 
ports, being  examined  before  the  Committee  of 
Secrecy  in  1797,  was  asked  what  the  meaning  of 
the  expression  was,  and  he  said,  "  The  common 
mode  of  considering  that  question  has  been  to  set 
off  the  value  of  the  imports,  as  stated  in  the 
public  accounts,  against  the  value  of  the  exports, 
and  the  difference  between  the  one  and  the  other 
has  been  considered  as  the  measure  of  the  increase 
or  decrease  of  the  national  profij."  And,  Mr. 
Hoare,  a  banker  of  eminence  for  twenty-two 
years,  said,  "  I  consider  the  only  proper  means  of 
bringing  gold  and  silver  into  this  country  to  arise 
from  the  surplus  of  our  exports  over  our  imports, 
and  that  ratio  or  proportion,  which  is  not  im- 
ported in  goods,  must  be  paid  for  in  bullion.  In 
the  year  1796,  the  imports  of  this  country  ap- 
pear to  be  £19,788,923,  and  the  exports  appear 
to  be  £33,454,583,  which  ought  to  have  brought 
to  this  country  bullion,  to  the  amount  of  that 
difference,  or  £10,665,660."  So  also,  Necker 
(De  V administration  des  finances  de  la  France. 
Vol  II.,  p.  108  J  says,  **  Le  tableau  de  la  balance 
du  commerce,  est  la  representation  des  ^changes 
d'une  nation  avec  les  autres  nations;  cetto  balance 
par&it  favorable  lorsque  la  somme  de  ses  exporta- 
tions  est  plus  considerable  que  celle  de  ses  impor- 
tations; elle  lui  annonce  une  perte,  lorsq'  au 
contraire  il  a  plus  achete  que  vendu.*' 

6.  Notwithstanding  this  concurrence  of  emi- 


nent men  on  this  subject,  the  veiy  statement  of 
the  question  as  given  by  them  carries  on  the  face 
of  it,  the  most  palpable  evidence  of  its  folly  to  any 
one  who  takes  the  trouble  to  reflect.    In  the  first 
place,  even  suppoeinff  the  value  of  the  exports  is 
given  correctly,  it  is  taken  at  their  cost  price 
before  they  leave  the  country,  and  before  any  ex- 
penses of  transport,  &c.,  have  been  added  to  it 
On  the  contrary,  the  value  of  the  imports  is  taken 
including  the  expenses  of  transport,  &c.    So  that 
it  is  quite  clear  that  unless  the  value  of  the 
imports  exceeds  the  value  of  the  exports  by  suflS- 
cient  to  defray  all  expenses  of  transport  of  both 
cargoes,  the  trade  must  be  an  absolute  loss.  Thus, 
let  us  suppose  that  the  value  of  the  exports  is 
£1,000,  at  the  time  they  leave  the  shores  of 
England,  by  the  time  they  reach  South  Americi 
say,  the  expenses  of  transport,  insurance,  &c.,  will 
probably  make  their  cost  of  production,  or  the 
expense  of  placing  them  in  the  foreign  market, 
£1,050,  which  sum  they  must  feteh,  if  they  are 
not  to  leave  an  absolute  loss  on  the  transaction. 
Now,  if  we  imagine  them  sold  at  that  sum,  and 
the  proceeds  invested  in  country  produce  and 
remitted  to  England,  the  value  of  that  produce 
before  it  leaves  the  foreign  market  would  be 
£1,050,  by  the  time  it  reaches  England  the  ex- 
penses  of   freight,   insurance,    &c.,   may  well 
amount  to  £50  more,  so  that  unless  the  value  of 
the  import  be  £1,100,  there  will  be  an  absolute 
loss  upon  the  transaction.    But  it  is  quite  evi- 
dent that  the  profit  of  the  merchant  entirely  con- 
sists in  the  value  of  the  import  exceeding  the 
value  of  the  export,  and  the  measure  of  his  profit 
is  exactly  the  quantity  by  which  the  import  ex- 
ceeds the  export  in  value,  after  deducting  the 
expenses  of  transport,  insurance,  &c.,  both  ways. 
7.    Let  us  take  a  very  simple  example  of  the 
rudest  description  of  trading,  which  will  yet  be 
found  to  illustrate  it  as  well  as  the  most  elaborate. 
When  our  ships  first  traded  to  the  South  Sea  Is- 
lands, they  took  with  them  axes,  coloured  beads, 
and  other  trifles,  which  were  of  very  little  value 
in  this  country,  and  bartered  them  for  all  sorts  of 
curiosities,  shells,  &c.,  which  were  very  valuable 
in  England.    A  pair  of  fine  shells  from  the  S/  th 
Seas,  in  many  cases,  is  worth  ten  guineas  in 
England,  which  perhaps  an  English  sailor  ob- 
tained in  exchange  for  an  axe  which  cost  28. 6d. 
The  English  sailors  thought  the  natives  very 
simple  to  give  away  so  many  valuable  curiosities 
for  such  common  things.    We  cannot  doubt  that 
the  natives  had  exactly  the  same  opinion  of  the 
English  sailors ;  they  thought  them  great  simple- 
tons to  give  away  such  valuable  things  as  axes, 
beads,  &c.,  for  so  conmion  things  as  a  few  shells. 
Each  party,  however,  exchanged  what  was  com- 
mon and  cheap  in  his  own  country,  for  what  was 
scarce  and  valuable.    The  axes  were  infinitely 
more  valuable  in  Feejee  than  the   shells,  the 
shells  were  many  times  more  valuable  in  London 
than  the  axes.    Thus,  an  English  sailor,  by  giv- 
ing away  perhaps  2s.  6d.,  gained  in  exchange 
what  was  worth  ten  guineas,  and  the  difiPerence 
was  his  profit.    And  thus  both  parties  gained  by 
the  commerce.     The  shells  were  worth  many 
axes  in  London,  the  axes  were  worth  many  shells 
in  Feejee ;  and  this  is  the  genuine  spirit  of  com- 
merce.   This  simple  transaction  is  a  type  of  all 
commerce.     The  value  of  the  sliells  in  London 
arises  from  the  desire  of  the  people  in  London  to 
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posseas  them,  and  their  scarcity ;  the  valne  of  the 
axe  in  Feejee  arises  from  the  great  desire  of  the 
Feejeans  to  possess  it,  and  the  scarcity  of  axes 
there.  The  coloured  beads  were  just  as  yaluable 
to  the  poor  untutored  savages,  as  diamonds  to 
chrilized  Europeans.  The  commerce  of  all  na- 
tions is  exactly  similar  in  principle  to  that  be- 
tween the  sailors  and  the  savages.  It  all  con- 
sists in  exchanging  things  which  are  compara- 
tively cheap  and  couimon  in  two  countries  for 
what  are  dear  and  scarce  in  them  reciprocally, 
and  of  course  both  parties  must  gain  by  the  very 
nature  of  the  case.  But,  according  to  the  old 
doctrine  of  the  Balance  of  Trade,  England  hav- 
ing given  an  axe  worth  28.  6d^,  and  received  a 
pair  of  shells  worth  ten  guineas,  still  owed  the 
balance  which  required  to  be  paid  in  gold  I 

8.  When  we  state  the  doctrine  thus,  in  all  its 
naked  absurdity,  it  is  scarcely  credible  that  it 
could  impoee  on  the  intellect  of  a  child,  much 
leaa  upon  a  clerk  who  had  been  six  months  in  a 
merchant's  office.  But,  nevertheless,  such  is  the 
nnacconntable  facility  with  which  mankind  is 
sometimes  gulled  and  befooled  by  the  most  trans- 
parent sophism ;  nay,  the  plainer  it  is  sometimes, 
the  more  easily  does  it  deceive,  that  for  200 
years  and  more  the  greatest  statesmen  were  im- 
plicit believers  in  tlm  doctrine  of  the  Balance  of 
Trade ;  and  it  was  conceived  to  be  the  height  of 
commercial  and  political  wisdom  to  frame  legis- 
lation so  as  to  secure  a  favorable  Balance  of 
Trade.  Kay,  J.  B.  Say  says,  "that  during  200 
years,  during  which  statesmen  were  blinded  with 
this  strong  delusion,  no  less  than  fifty  years 
were  spent  in  commercial  wars,  arising  directly 
out  of  this  stupendous  folly.  Fifty  years  of  war 
with  its  nnntterable  horrors  waged  for  a  chimera 
— a  fiction — ^a  thing  which  had  absolutely  no 
existence  at  all !  Do  we  not  say  truly,  when  we 
say  that  true  and  sound  views  of  Political  Eco- 
nomy are  of  the  utmost  importance  to  mankind  ? 
True  Political  Economy  has  turned  the  light  of 
science  on  a  single  expression,  and  the  result  has 
been  to  destroy  for  ever  a  fallacy  which  let  loose 
upon  the  earth  the  demon  of  war  for  fifty  years  I 

9.  And  this  was  the  immortal  service,  which 
QuxsKAT  and  his  followers,  the  Economists  of  the 
18th  centnry,  did  to  mankind.  They  entirely 
overthrew  th^  insensate  Doctrine  of  the  Balance 
of  Trade,  and  thereby  laid  the  foundations  of 
modem  Political  Economy.  No  doubt  they,  too, 
fell  into  errors,  and  their  leading  doctrines  have 
passed  away.  But  their  supereminent  merit,  of 
which  nothing  can  deprive  them,  was  that  they 
overthrew  the  docti'ine  of  the  Balance  of  Trade, 
fw  which  they  deserve  the  eternal  gratitude  of 
mankind,  as  having  heea  the  pioneers  of  the  true 
system. 

10.  And  we  observe  that  this  great  delusion 
turns  a  good  deal  upon  the  confusion  of  ideas 
about  a  word,  because  it  was  supposed  that  if  the 
valme  of  the  imports  exceeded  the  exports,  the 
difference  must  be  paid  in  money,  whereas  so  long 
as  the  imports  were  the  actual  exchange,  or  pay- 
ment for  the  exports,  it  is  quite  clear  that  there 
was  no  debt  at  all,  and  consequently  nothing  to 
pay.  But  it  sometimes  happens  that  goods,  or 
commodities,  are  imported,  which  are  not  paid  for 
in  commodities,  and  then  money  must  be  paid  for 
th^e  goods;  or  if  a  certain  species  of  article  is 
very  much  wanted  in  this  country,  and  there  are 


no  commodities  at  hand  to  pay  for  them,  it  some- 
times happens  that  bullion  requires  to  be  sent ; 
and  when  this  is  the  case  the  Exchanges  are  said 
to  be  unfavourable.  These  circumstances,  and 
some  others,  give  rise  to  the  Theory  of  the 
Foreign  Exchanges,  which  is  fully  discussed  in 
its  proper  place  (Exchanges,  Foreign). 

11.  The  doctrine  of  the  Balance  of  Trade 
being  so  thoroughly  exploded  now,  may  be  con- 
sidered as  having  lost  much  of  its  interest ;  but 
those  who  wish  to  see  it  treated  more  at  length, 
may  refer  to  Adam  Smith,  Book  IV.,  chaps.  1-8, 
J.  B.  S&j.—Traiti  dEconomie  Politique,  Booh  I. 
C.  17,  p.  139-173,  or  his  Cours  dEconomie  Poli- 
tique, Partly.,  chaps.  11,  12,  13.  Edition, 
Guillaumln.  Also  to  the  Sophismes  Economiques 
of  Bastiat,  p.  76. 

BALBI,  ADBIANO,— Bom  at  Venice,  25th 
April,  1782.  A  celebrated  Geographer,  Professor 
of  Physics  and  Geography  there.  In  1820  he 
married  and  went  to  Portugal,  where  he  became 
acquainted  with  the  principal  statesmen,  and  men 
of  science,  and  he  was  furnished  by  the  govern- 
ment with  materials  for  his  work  on  Portuguese 
statistics.  He  then  went  to  Paris,  and  published 
in  French  a  large  geographical  work,  embodying 
the  results  of  German  research  in  ethnology  and 
philology.  He  received  the  assistance  of  most  of 
the  eminent  men  of  Europe,  especially  A.  von 
Humboldt,  and  was  assisted  by  the  French  go- 
vernment.   He  died  13th  March,  1848. 

Essai  statistique  sur  le  royaume  du  Portugal  et 
dAlgarve,  compari  aux  auires  itats  de  F Europe. 
Paris,  1822. 

Varietes  politiques  et  statistiques  de  la  monarckie 
Portugaise,    Paris,  1822. 

La  monarckie  Frangaise  comparee  aux  princi- 
paux  itats  de  V Europe,    Paris,  1828. 

V Empire  Ru»se  compari  aux  principaux  itats 
du  monae,    Paris,  1829. 

The  World  compared  with  the  British  Empire 
1830. 

Statistique  compari  de  Vinstruction  et  du  nam' 
hre  des  crimes  dans  les  divers  arrondissements, 
des  aeadimiesy  et  des  cours  royales  de  France. 
Paris,  1829. 

BALD,  ROBERT,— Civil  Engineer. 

A  general  View  of  the  Coal  Trade  of  Scotland, 
chiefly  that  of  the  River  Forth  and  Midlothian, 
Edinburgh,  1812. 

BALDASSERONI  ASCANIO.-A  judge  in 
the  Revenue  Court  of  Leghorn. 

Trattato  delT  Assicurazione  Maritima,  del  cam' 
bio  maritimo,  delT  Avaria,  e  leggi,  e  costumi, 
Firenze,  1801. 

BALDASSERONI,  POMPEO,—  Brother  of 
the  preceding,  born  at  Leghorn  about  the  middle 
of  the  18th  century.  He  studied  law  at  Pisa, 
and  having  filled  some  inferior  positions  at  Sienna 
and  Genoa,  he  was  appointed  a  member  of  the 
High  Court  of  Modena,  and  then  one  of  the  Court 
of  Appeal  at  Brescia,  where  he  died  in  1807. 

Leggi  e  costumi  del  camhio,  ossia  trattato  delle 
Uttere  dd  canibio,    Modena,  1805. 

BALLERINI,  PIETRO,— Bom  at  Verona, 
7   September,  1698;  a  celebrated  ecclesiastical 
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writer  of  the  18th  century.  Having  engaged  in  a 
warm  controversy  about  umry  with  Scipio  Maffei, 
he  published  several  works  on  the  subject.  He 
died  about  1764. 

De  jure  divino  et  naturali  circa  tuuram  libri 
sex, 

VindicitB  Juris  divini  ac  naiuralis, 

BALLOIS,   LEWIS   JOSEPH  PHILIP - 

Born  at  P^rigueux  (Dordogne)  in  1778.  He 
published  at  Bordeaux  an  excellent  newspaper, 
VOhservateur  de  la  Dordogne.  In  1798  his  coun- 
tryman, Lamarque,  being  appointed  ambassador 
to  Sweden,  chose  him  his  secretary,  but  the  ap- 
pointment bein^  refused  confirmation  by  the 
Directory,  Ballois  was  so  much  chagrined  that  he 
tried  to  commit  suicide,  but  did  not  succeed.  At 
the  18th  Brumaire  his  paper  was  suppressed, 
and  he  then  devoted  himself  to  Political  Economy. 
He  was  elected  a  member  of  the  Academy  of 
Bordeaux,  and  associate  correspondent  of  the 
Polytechnic  Society,  a  member  of  the  Academy 
of  Legislation,  and  perpetual  secretary  of  the  Sta- 
tistical Society  founded  at  Paris  5th  February, 
1803.  He  died  the  same  year  from  the  conse- 
quences of  his  wound. 

Annales  de  Statistique  Franqaise  et  itrangere, 
Paris,  1802. 

Sur  r Agriculture,  les  finances^  Us  stoHstiqueSf 
de  longiviiS;  suivie  cTun  aperyu  sur  les  sources  du 
revenue  public.  Translated  from  a  work  of  Sir 
John  Sinclair.    Paris,  1802. 

BALSAMO,  PAOLO,  L*Abbatb.— Bom  at 

Termini,  in  Sicily,  7th  March,  1763.  An  Italian 
agriculturist  and  economist,  whose  works  are 
still  held  in  high  repute.  He  was  appointed 
Professor  of  Agriculture  in  the  University  of 
i*alermo,  and  enjoyed  the  profits  of  a  rich  Abbacy. 
He  was  sent  by  the  government  of  Naples  to 
Lombardy,  France,  and  England,  where  he  formed 
an  intimacy  with  Arthur  Young,  the  author  of 
Annals  of  Agriculture.  He  proposed  many  finan- 
cial reforms,  which  were  adopted  by  the  king, 
who  appointed  him  his  librarian.  These  reforms 
had  for  their  object,  a  more  equal  distribution  of 
taxation,  which  weighed  heavily  and  unjustly 
upon  agriculture.  He  died  at  Palermo  in  1818. 
Among  his  contributions  to  agricultural  economy 
are: — 

11  constante  vile  presizo  di  generi  non  denota  e 
nan  cagiona  richezza  et  prosperity  neUo  stato. 

Lo  spendersi  del-  denaro  in  un  paese  quali  uiUi 
effeiti  produca  nel  paese  medesimo. 

Oli  interessi  nazionali  e  la  giustizia  ricMedono 
che  non  si  awUisca  il  valore  delta  moneta, 

DUigeme  e  pratiche  perchl  li  vini  regger  pos- 
sono  alia  navigazione  ed  alia  lungha  conservazione. 

Sopra  la  birra,  il  sidro,  e  Vidromele, 

Pensieri  sopra  Vagricoltura  di  Sicilia. 

Sopra  Vinfluema  dellescienze  nel  miglioramento 
deUe  arti. 

Sopra  U  piacere  ddV  agncolturoy  memoria  di 
A,  Young;  tradotta  dalP  Ingiese. 

Sopra  i  dazi  relativemente  cUl'agriooltura,  ed 
alia  richezza  nazionale. 

La  sentema  del  viUano — .11  vUlano  flosofo. 

BANDINEL,  JAMES. 
Some  account  of  the  Trade  in  Slaves   from 
Africa,  as  connected  with  Europe,  and  America, 


from  the  introduction  of  the  Trade  into  modem 
Europe  down  to  thepresent  time:  especially  with 
reference  to  the  efforts  made  hg  the  British  Cfo^ 
vemmentfor  its  extinction.    London,  1842. 

BANDINI,  SALTOTIO  ANTONIO.-Born 

at  Sienna,  10th  April,  1677.  An  Italian  econo- 
mist, who  was  designed  by  his  family  for  a  mili- 
tary career,  but  had  such  a  taste  for  science,  that 
he  applied  himself  to  study  the  causes  which 
produced  the  unhealthinesB  of  the  marshes  of 
Sienna,  and  he  published  a  work  of  great  utility 
on  this  subject,  which  suided  the  Emperor 
Francis  I.,  and  his  son  the  Grand  Duke  Leopold, 
in  their  plans  of  reclaiming  the  Maremnia  of 
Sienna.  He  became  Archdeacon  and  President 
of  the  Physico-critical  Academy  of  Sienna,  He 
was  also  author  of  a  work  which  has  been  snp  • 
posed  by  some  to  have  been  the  foundati<«  of  the 
doctrine  of  the  school  of  Economists  in  France. 
But  though  it  was  written  in  1737,  it  was  not 
published  till  1775,  long  after  Qnesnay  had  pub- 
lished his  doctrine.  It  is  included  in  Costodi's 
Collection.  Bandini  died  in  1760. 
Discorso  Economico.    1737. 

BANFDBLD,  T.  0. 

The  organisation  of  industry ;  explained  in  a 
course  of  lectures,  delivered  in  the  University  of 
Cambrtage,    London,  1844. 

The  Statistical  Companion  for  1850. 

BANK.— Banking  is  one  of  the  two  grand  di- 
visions of  the  mighty  subject  of  Credit,  which  la 
to  commerce  what  the  steam  engine  is  to  mechanics, 
or  the  differential  calculus  to  mathematics.  The 
subject  is  one  of  immense  importance  in  Political 
Economy  and  will  demand  much  attention,  because 
we  shall  endeavour  to  show  that  the  current  doc- 
trines of  the  day  on  Banking  and  Credit,  are  as 
complete  a  misconception  of  the  subject,  as  the 
doctrine  of  the  Balance  of  Trade  was  in  its  day, 
and  that  both  delusions  spring  from  the  very  same 
cause,  a  want  of  attention  to  the  facts  of  the  case. 

2.  Before,  however,  making  any  comments  on 
the  current  opinions,  or  reviewmg  the  doctrines  of 
any  writer,  we  shall  lay  before  our  readers  an 
exact  description  of  the  actual  mechanism  of 
Banking,  and  we  shall  draw  no  inferences  except 
such  as  arise  naturally  out  of  the  facts  detail^. 
Having  thus  laid  a  solid  foundation,  by  ex.hibiting 
the  FACTS  of  the  case,  we  shall  then  proceed  to 
examine  the  current  opinions,  and  test  the  doc- 
trines of  certain  writers  by  that  standard. 

3.  It  will  tend  much  to  clear  up  the  subject,  if 
we  begin  by  a  short  inquiry  into  the  meaning  of 
the  words  '^  A  Bank,*'  and  to  Bank,  and  what  the 
functions  of  the  first  Banks  were.  It  is  usual  to 
derive  the  word  Bank  from  the  Italian  word  banco^ 
a  bench,  because  the  first  money  changers  in  that 
country  used  to  pile  their  money  on  a  bench.  It 
may  possibly  be  that  the  word  "  banker  "  comes 
from  the  low  latin  word  Bancharius^  but  if  this  be 
so,  paradoxical  as  it  may  appear,  it  seems  very 
doubtful  if  the  words  A  Bank  and  to  Bank  have 
any  etymological  connection  with  '^banker.**  At 
all  events,  however  that  may  be,  the  words  **  a 
bank,'*  and  "  to  bank, "  have  acquired  a  meaning 
altogether  different  from  that  of  the  business  ^ 
the  persons  who  employed  a  banco,  or  bench. 

4.  We  may  obs^e  that  the  word  in  Italian 
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for  a  joint-stock,  or  common  ftmd,  is  Monte,  a 
heap,  a  Bakk,  formed  by  the  contributions  of 
Tanons  persons.  Thns,  the  public  loans  were 
always  called  Monti,  and  it  was  the  commissioners 
charged  wiHi  the  management  of  the  public  loans 
of  Venice,  called  Monti,  who  were  formed  into  the 
Bank  of  Voiice.  So,  in  a  litUe  tract  entitled  A 
Ducourae  eoncendng  Banks^  published  in  1697, 
and  known  to  be  by  a  director  of  the  Bank  of 
England,  and  by  some  supposed  to  be  by  Paterson 
its  projector,  it  says  that  there  are  three  kinds  of 
Banks,  the  first  for  the  mere  deposit  of  money, 
the  second  for  profit.  ^'  The  Banks  of  the  second 
kind,  eaUed  in  Itafy  Monti,  which  are  for  the 
beneiSt  of  the  income  only,  are  the  Banks  of  Rome, 
Bolonia,  and  Milan.  These  banks  are  made  up 
of  a  number  of  persons,  who,  in  time  of  war,  or 
other  exigencies  of  the  State,  advanced  sums  of 
money  upon  funds  granted  in  perpetuumy  but 
redeemable,"  •*  The  third  kind  of  Banks,  which 
are  both  for  the  conTcnience  of  the  public,  and  the 
advantage  of  the  undertakers,  are  the  several 
Banks  of  Naples,  the  Bank  of  St.  George,  at 
Genoa,  and  one  of  the  Banks  of  Bolonia.  These 
hanks  having  advanced  sums  of  money  at  the  time 
of  their  establishment,  did  not  only  agree  far  a 
fiind  of  perpetual  interest,  hut  were  aUowed  the 
privilege  of  keeping  cash'*  And  this  is  precisely 
the  meaning  of  the  word  ^  Bank  in  our  earliest 
English  writers.  Thus,  Bacon,  says  "  Let  it  be  no 
Bask,  or  common  stock,  but  every  man  be  master 
of  his  own  money,**  a  sentence  which  is  quite  un- 
intelligible, if  bank  is  derived  from  banco.  So 
•I^  Evelyn  (Diary,  Vol,  /.,  p.  211,)  speaks  of  the 
"•  Monte  di  Fiet^  at  Padua,  where  there  is  a  con- 
tinuai  Bank  of  money  to  assist  the  poor,**  where 
it  evidentiy  means  an  accumulation  of  contribu- 
tions. And  the  meaning  of  Monte  di  Fietk  is 
simply  a  charity  bank.  So  also,  p.  216,  ^  The 
great  Banks  are  set  up  for  those  who  play  at 
basset,**  again  evidently  meaning  a  heap.  So  also 
desoibing  the  scandalous  scene  at  Court  on  the 
last  SnncUy  evening  of  Charles  II.,  he  says,  (Vol, 
IL,p,  210),  **  A  Bank  of,  at  least,  2,000  in  gold.'* 
It  is  perfectly  manifest  that  in  all  these  places, 
the  word  Bank  is  the  equivalent  of  the  Italian 
word  Moniej  and  not  of  banco.  So  also  Blackstone 
confirms  this  view ;  he  says,  (Vol.  I.,  p.  322,  Kerr^s 
Edition),  ''At  Florence,  in  1344,  government 
owed  £60,000,  and  being  unable  to  pay  it,  formed 
the  principal  into  an  aggregate  sum  called  meta- 
phorically a  Mount  or  Bank,"  Thus,  we  see  that 
there  are,  at  all  events,  two  words  from  which  our 
word  Bank  may  be  derived. 

5.  Let  us  now  inquire  what  the  functions  of 
the  first  banks  were.  It  is  often  said  that  the 
Bank  of  Venice  dates  from  1171.  In  the  sense  in 
which  the  word  is  used  at  the  present  day,  there 
never  was  a  more  complete  delusion.  The  facts 
were  these :  In  that  year  the  Republic  being  en- 
paged  in  a  disastrous  war,  levied  a  forced  loan  on 
Its  citizens,  which  was  called  a  Monte^  and  Com- 
missioners were  appointed  to  manage  the  transfer 
of  stock  and  the  payment  of  the  dividends.  Seve- 
ral subsequent  loans  were  contracted.  In  process 
of  time  Venice  became  the  centre  of  an  immense 
foreign  trade,  and  as  a  natural  consequence,  the 
foreign  traders  brought  a  large  quantity  of  coin  of 
ail  sorts  and  denominations,  lliese  coins,  more- 
ov»,  were  greatly  clipped,  worn,  and  diminished. 
This  degraded  state  of  the  current  coin  produced 


intolerable  inconvenience,  disorder,  and  confusion 
among  merchants  in  paying  or  receiving  payment 
of  their  bills.  To  remedy  this  it  became  necessary 
to  have  some  uniform  standard  of  payment.  The 
pUn  devised  was  this :  In  the  year  1587,  all  the 
public  loans  were  consolidated  into  one,  and  the 
Commissioners  undertook  the  functions  of  a  Bank 
of  Deposit.  Every  merchant  brought  his  coins  of 
every  different  sort  to  the  bank,  and  they  were 
weighed,  and  the  bank  gave  hiin  a  number  of  notes 
exactly  corresponding  to  the  real  amount  of  bullion 
deposited.  These  notes  promised  to  pay  the  bearer 
on  demand,  a  definite  quantity  of  bullion  of  the 
proper  fineness.  Thus  they  insured  a  uniform 
standai*d  of  payment,  and  it  was  enacted  that  all 
bills  upon  Venice,  above  a  certain  amount,  should 
be  paid  in  bank  money.  Thus  this  bank  merely 
exchanged  notes  for  bullion,  and  bullion  for  notes, 
and  so  did  not  increase  the  quantity  of  the  currency 
at  all.  It  was  a  pure  Bank  of  Deposit.  Thus 
the  origin  of  what  we  should  call  the  Bank  of 
Venice  dates  from  1587,  and  not  from  1171.  And 
several  writers,  such  as  Law,  Voltaire,  and  Hume, 
say  that  the  Bank  of  Sweden  dates  from  an  earlier 
period  than  this.  The  money  of  Sweden  was  at 
that  time  made  of  copper,  and  very  inconvenient 
to  make  payments  in,  as  it  required  a  cart  to 
carry  a  moderate  amount  of  it.  To  remedy  this  a 
pubHc  Bank  of  Deposit  was  established,  where  the 
merchants  deposited  their  copper  money,  for  which 
they  received  bank  notes  payable  to  bearer  on 
demand,  in  which  payments  were  made.  Law 
says  that  this  was  the  earliest  institution  of  the 
kind,  and  that  the  banks  in  Italy  were  subsequent 
to  it.  The  banks  of  Amsterdam  and  Hamburg 
were  for  the  same  general  purpose;  they  received 
bullion  and  coin,  and  gave  promissory  notes  pay- 
able to  bearer  on  demand  for  them.  None  of  these 
banks  did  any  business  on  their  own  account,  by 
way  of  discounting  bills,  or  making  loans.  Thus 
we  see  that  the  peculiar  function  of  all  these 
banks,  which  were  pure  Banks  of  Deposit,  was 
to  issue  promissory  notes,  payable  to  bearer  on 
demand,  which,  however,  did  not  exceed  in  quan- 
tity the  bullion  they  were  substituted  for. 

6.  AH  this  time  the  name  of  bank  and  banker 
was  utterly  unknown  in  England.  The  persons 
who  exchanged  money  were  called  money  chan- 
gers, and  those  who  negotiated  loans  were  called 
numey  scriveners.  During  the  civil  war,  however, 
the  goldsmiths  in  London  began  to  receive  deposits 
from  the  public,  for  which  they  granted  receipts 
which  were  transferable  from  party  to  party,  ex- 
actly like  the  notes  of  the  banks  we  have  spoken 
of,  and  they  be^  to  discount  commercial  bills  by 
issuing  their  own  promissory  notes,  payable  to 
bearer  on  demand;  and  it  was  after  they  began  to 
adopt  this  practice  of  issuing  promissory  notes, 
and  not  till  then,  that  they  began  to  be  called 
"bankers,**  but  their  places  of  business  were  never 
called  banks.  Thus  we  see  that  it  was  the  practice 
of  issuing  promissory  notes  that  brought  the  name 
of  bankers  into  this  country. 

7.  During  the  latter  half  of  the  17th  century 
multitudes  oi  projects  were  started,  for  the  pur- 
pose of  establishing  "Banks,**  and,  on  looking  at 
them,  we  find  that  they  were  all  for  the  express 
purpose  of  creating  promissory  notes  payable  to 
bearer  on  demand. 

8.  Now,  we  must  observe  that  the  goldsmiths 
who  discounted  commercial  bills  by  issuing  their 


70 


BANK. 


BAKE. 


own  promissory  notes,  did  not  confine  tlieir  issues 
to  the  quantity  of  bullion  they  held,  because  they 
had  already  given  an  equivalent  amount  of  deposit 
receipts  for  that.  But  they  observed  how  many 
of  their  notes  came  back  upon  them  for  payment, 
and  keeping  an  amount  of  bullion  sufficient  to 
meet  any  such  expected  demand,  they  could  issue 
'  as  many  notes  as  they  pleased.  Ajid  they  de- 
rived exactly  the  same  profit  from  issuing  these 
notes,  as  if  they  were  gold  and  silver,  and  these 
notes  produced  exactly  the  same  efifects  in  com- 
merce, as  if  they  were  gold  and  silver.  Conse- 
quently, in  their  effects,  both  to  the  banker  and  to 
tiie  public,  just  by  so  much  as  they  exceeded  the 
quantity  of  the  bullion  retained  to  support  their 
credit,  and  convertibility,  they  were  exactly  equi- 
valent to  an  augmentation  of  capital — ^to  an  equal 
increase  of  actual  gold  and  silver.  A  species  of 
capital,  no  doubt,  of  a  somewhat  dangerous 
character,  and  one  that  was  liable  to  be  destroyed, 
but  yet,  so  long  as  it  did  exist,  it  was  equivalent 
to  so  much  bullion. 

9.  The  first  bank  actually  established  in  Eng- 
(      land,  was  the  *^Bank  of  England,"  which  was 

framed  on  the  model  of  those  banks,  which  were 
called  M<mti  in  Italy.  It  was  a  company  of  sub- 
scribers to  a  public  loan,  which  was  the  first  legal 
foundation  of  our  National  Debt.  The  sum  sub- 
scribed by  this  company  was  £1,200,000,  which 
was  lent  to  the  Government  to  carry  on  the  war 
with  France,  and  the  company  was  authorized  to 
create  and  issue  an  equal  amount  of  bank  notes ; 
they  were  also  authorized  to  receive  deposits  from 
the  public,  and  trade  for  profit  upon  their  own 
account. 

10.  Now,  we  must  specially  remark  this,  that 
the  original  capital  subscribed  by  the  bank  was 
lent  to  Government,  and  was  put  into  circulation, 
and  over  and  above  that,  they  were  allowed  to 
create  an  equal  quantity  of  bank  notes — that  is  to 
say,  both  the  coin  and  the  notes  were  in  circula- 
tion. Consequently,  so  far  as  regards  the  cur- 
rency, it  is  quite  clear  that  the  effect  of  the 
institution  of  the  Bank  of  England  was  to  create 
an  addition  of  £1,200,000  to  the  previously 
existing  metallic  currency.  And  this  result  was 
altogether  different  from  that  of  the  Bank  of 
Venice,  where  the  bullion  for  which  the  notes 
were  given  was  kept  in  the  vaults  of  the  bank,  and 
was  not  in  circulation. 

11.  Some  further  augmentations  were  made 
to  the  capital  of  the  bank  by  fresh  loans  to 
Government,  and  they  were  on  each  occasion  per- 
mitted to  create  bank  notes  to  an  equal  amount, 
and  it  is  quite  clear  that  the  notes  created  on  these 
several  occasions  were  an  addition  to  the  pre- 
viously existing'  currency.  After  some  time,  all 
restrictions  on  their  amount  was  removed,  and 
they  were  allowed  to  issue  as  many  as  they 
pleased,  on  the  condition  that  they  should  be  pay- 
able to  bearer  on  demand. 

12.  The  next  bank  erected  was  the  Bank  of 
Scotland,  which  was  the  first  instance  of  a  mere 
private  Joint  Stock  Bank.  It  was  an  association 
of  private  persons,  who  paid  in  a  certain  subscrip- 
tion, and  they  were  allowed  to  create  promissory 
notes  ad  libitum.  They  received  no  deposits  from 
the  public  for  nearly  ten  years  after  they  were 
established.  We  are  told  by  contemporary  writers, 
that,  in  a  short  time,  their  notes  in  c&culation 
were  five  times  the  amount  of  the  subscription 


paid  in  to  support  their  credit,  and  it  is  perfectly 
clear  that  all  excess  above  the  amount  of  bullion 
deposited  was  an  addition  to  the  previously  ex- 
isting metallic  currency. 

13.  During  this  period  all  the  London  banka^  \ 
issued  promissory  notes   payable  to  bearer  on  | 
demand,  and  some  to  a  very  large  extent.   It  is  ' 
stated  by  contemporary  writers,  that  some  had 
notes  to  the  amount  of  upwards  of  a  million  in 
circulation. 

14.  Thus  we  see  that  the  distinctive  ftinction  of 
a  bank,  and  a  banker,  was  to  issue  notes  payable 
to  bearer  on  demand,  which  were  to  circulate  as 
money.  That  iv,  to  create  paper  currency ;  in  some 
cases  only  equal  to  the  amount  of  bullion  they 
displaced,  in  others  greatly  exceeding  it.  And  the 
meaning  of  the  word  to  "  bank  "  was  to  receive  de- 
posits of  cash,  and  to  give  notes  payable  to  bearer 
on  demand,  and  also  to  discount  bills  of  exchange 
with  similar  notes — ^in  fact,  to  create  tnttnamefUi 
of  credit.  Thus,  in  the  very  able  memoirs  npon 
banking,  presented  by  Law  to  the  Regent  Orleans, 
he  says: — "La  banque  est  un  credit 'gieneral." 
And  that  this  is  the  true  meaning  of  tihe  word 
there  is  abundant  proof. 

15.  These  views  are  quite  borne  out  by  the 
language  of  the  Statute  of  1709,  preventing  hanks 
of  more  than  six  persons  being  formed.  At  this 
period  a  bank  was  considered  so  much  an  affair  of 
State,  that  no  one  thought  of  a  bank  not  erected 
by  Act  of  Parliament.  And  when  in  1697  parlia- 
ment meant  to  confer  a  monopoly  on  the  Bank 
of  England,  it  only  said  that  no  other  bank  should 
be  erected  by  parliament.  But  about  1708,  some 
other  public  companies  began  to  do  banking  busi- 
ness, by  issuing  promissory  notes,  and  on  the 
renewal  of  the  charter  in  1709,  parliament  was 
called  upon  to  interfere  to  protect  the  monopoly  of 
the  bank  of  England,  and  the  language  of  the  Act 
demands  our  attention.  At  this  time  there  was 
no  legal  definition  of  the  word  "bank,""  and 
"banking,"  and,  consequently,  the  Act  did  not 
directly  enact  that  no  bank  with  more  than  six 
partners  should  be  formed,  but  it  described  what 
was  at  that  tune  the  well  understood  business  of 
banking,  and  it  prohibited  that.  The  words  of  the 
Act  are  these : — "  That  during  the  continuance  of 
the  said  corporation  of  the  Grovemor  and  Company 
of  the  Bank  of  England,  it  shall  not  be  lawfdl  for 
any  body  politic,  or  corporate  whatsoever,  erected, 
or  to  be  erected,  (other  than  the  said  Governor 
and  Company  of  the  Bank  of  England),  or  for 
any  other  persons  whatsoever  united,  or  to  be 
united  in  covenants,  or  partnership,  exceeding  the 
number  of  six  persons,  in  that  part  of  Great 
Britain  called  England,  to  borrow^  owCf  or  take  vp 
any  sum  or  sums  of  money,  on  their  bUls,  or  noUtt 
payable  at  demand,  or  at  any  less  time  than  six 
months  from  the  borrowing  thereof." 

16.  Thus  we  see  that  at  this  period  banking 
was  understood  to  consist  in  borrowing,  or  owmg^ 
or  taking  up  money  on  promissory  notes  payable 
to  bearer  on  demand,  and  to  forbid  persons  to  do 
that  was  to  prevent  them  firom  banking.  This, 
then,  at  that  period  was  the  well  understood 
meaning  of  banking,  and  for  a  considerable  period 
this  clause  was  perfectly  effectual  for  its  purpose, 
and  it  did  prevent  any  other  joint  stock  bank 
from  being  formed. 

17.  But  this  meanuig  becomes  much  more 
dear  in  1742.    The  act  of  1709  did,  for  some 
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time,  prevaat  any  iiTal  banks  from  being  founded, 
but  about  1740,  some  persons  tried  to  evade  the 
words  of  the  act,  and  eirect  banking  institutions. 
In  order  to  put  an  effectual  stop  to  this,  the 
language  of  the  act  of  1742  is  much  more  full  and 
explicit.  It  says,  "And  to  prevent  any  doubt 
that  may  arise,  concerning  the  privilege  or  power 
dven  by  former  Acts  of  Parliament  to  the  said 
Governed  and  Company  of  exci<U8Ivb  banking  ; 
and  also  in  regard  to  erecting  any  other  bank  or 
banks,  by  parliament,  or  restraining  other  persons 
firom  banking^  during  the  continuance  of  the  said 
privilege  granted  to  the  Grovemor  and  Company  of 
the  Bfuik  of  England,  as  before  recited;  it  is 
hereby  further  enacted  and  declared  by  the 
anthori^  aforesaid,  that  it  is  the  true  intent  and 
meaning  of  the  Act,  that  no  other  bank  shall  be 
erected,  established,  or  allowed  by  parliament, 
and  thst  it  shall  not  be  lawful  for  any  body 
politic  or  corporate  whatsoever,  erected  or  to  be 
erected,  or  for  any  other  persons  whatsoever, 
united  or  to  be  united,  in  covenants,  or  partnership, 
exceeding  the  number,  of  six  persons,  in  that  part 
of  Great  Britain,  called  Englaiid,  to  borrow,  owe^ 
or  take  iip,  an^  turn  or  turns  of  money  on  their 
bate,  er  nates,  payable  at  demand^  or  at  any  less 
time  than  six  months  from  the  borrowing  thereof, 
during  the  continuance  of  such  said  privilege  to 
the  sud  Governor  and  Company,  who  are  hereby 
declared  to  be  and  remain  a  Corporation  with 
the  privilege  of  bxclusivb  banking,  as  before 
recited." 

18.  Hence,  we  see  that  the  privilege  of  exclu- 
sive banking  conferred  on  the  Bank  of  England, 
is  expressively  declared  to  consist  in  borrowing, 
owing,  or  takma  upmoney^  on  bills,  or  notes^jpay- 
Me  on  demand.  That  is,  in  creating  and  issuing 
currency,  and  to  prohibit  persons  from  creating 
currency  was,  in  fact,  to  prohibit  them  from  bank- 
mg.  lliese  words  were  devised  with  the  utmost 
care,  so  as  to  prevent  any  other  rival  in  the  most 
oomprehenBive  manner  possible.  It  was  supposed 
that  no  legal  ingenuity  could  devise  an  expedient 
to  evade  so  extensive  a  prohibition.  The  form  of 
words  adopted  in  the  Act  was  deeised  in  reference 
to  the  method  of  doing  banking  business  at  the 
time  tkey  were  framed,  and  they  did  prevent  any 
other  public  bank  being  formed,  as  lone  as 
bankers  adhered  to  that  particular  method  of 
doing  business,  that  is,  as  long  as  they  ertmted 
currency  in  the  form  of  promissory  notes,  pay» 
Me  to  bearer  en  demand.  But,  about  thirty 
years  later,  bankers  adopted  A  change  in  the 
method  of  doing  their  business  so  simple,  and 
apparently,  so  unimportant  as  to  elude  notice. 
And  it  was  this  mere  change  in  ike  form  of  doing 
Uieir  business,  that  is,  of  creating  liabilities,  or 
currency,  in  a  form  not  provided  for  by  the  words 
of  the  Act,  that  cut  away  the  ground  from  under 
the  Act,  and  was  the  means  whereby  the  present 
Joint  Stock  Banks  in  London  were  founded,  and 
thus  destroyed  the  monopoly  of  the  Bank  of 
England,  because  when  this  mode  of  evading  the 
Act  was  discovered,  and  the  Bank  appli^  to 
parliament  to  put  a  stop  to  it,  they  were  told  that 
such  monopolies  were  out  of  fashion,  and  their 
demand  was  refused. 

19.  Before  we  describe  tiie  change  that  took 
place  in  the  mode  of  doing  banking  business, 
which  was  adopted  about  1772,  it  may  be  as  well 
to  exhibit  the  form  which  a  banker's  accounts 


would  present  under  the  old  system.  Neglecting 
any  capital  of  his  own  the  baiiker  might  be  pos- 
sessed of^  let  us  suppose  him  to  have  £10,000  in 
cash  deposited  with  him  by  one  set  of  customers 
— A,  B,  C,  &c.,  then  his  accounts  would  stand 
thus: — 

LiabiUiies. 
To  customers*  balances  £10,000 

Assets, 
By  cash  deposited  £10,000 

Now,  let  us  suppose  that  another  set  of  cus- 
tomers, a,  b,  c,  &c.,  bring  him  £90,000  of  bills  of 
exchange  to  discount,  the  way  he  would  have 
done  it,  would  have  been  to  give  his  own  promis- 
sory notes  to  that  amount^  deducting  the  discount 
Let  us  take  that  at  5  per  cent.,  and  the  bills  at 
twelve  months,  for  the  sake  of  simplicity.  Then 
his  accounts  would  stand  thus — 

Liabilities, 

To  customers*  balances  £10,000 

Notes  issued 28,500 

^-  £38,500 

Assets, 

By  cash  deposited  £10,000 

Bills  of  Exchange  30,000 

£40,000 

That  is  to  say,  with  actual  cash  to  the  amount 
of  £10,000,  the  banker  has  created  liabilities  to 
the  amount  of  £38,500.  And,  of  course,  it  is 
perfectly  clear  that  the  amount  of  liabilities  he 
might  create,  would  depend  on  the  actual  amount 
of  cash,  whidi  experience  would  show  him,  would, 
on  an  average,  be  demanded  from  him.  And  it  is 
also  perfectly  clear,  that  all  the  notes  above  that, 
created  and  in  circulation,  would  be  as  profitable 
to  himself,  and  produce  exactly  the  same  effects 
to  the  public,  as  an  actual  increase  of  gold  and 
silver. 

20,  The  words  of  the  Act  we  have  quoted, 
were  framed  specifically  in  reference  to  this  par- 
ticular method  of  creating  currency,  or  liabilities, 
and  as  long  as  bankers  created  liabilities  in  this 
form  only,  they  effectually  prevented  any  Joint 
Stock  Banks  being  founded  in  rivalry  to  the  Bank 
of  England.  But  about  1 772,  the  London  bankers, 
who  all  up  to  that  time  issued  notes  to  a  very  large 
extent,  changed  their  method  of  doing  business. 
They  adopted  a  different/orw  of  creating  liabilities. 
Instead  of  creating  liabilities  by  giving  their  cus- 
tomers their  promissory  notes,  they  merely  wrote 
down  to  their  credit  in  their  account  an  equal  sum, 
and  they  gave  them  books  containing  a  number  of 
blank  draughts,  which  the  customers  might  fill  up 
in  favour  of  any  one  they  pleased,  and  which  were 
also  payable  to  bearer  on  demand,  and  which  the 
banker  engaged  to  pay  to  any  one  who  presented 
them,  provided  he  had  funds  of  his  customers  to 
meet  them.  And  these  forms  are  called  Chbque^. 
Thus,  under  the  old  system,  a  banker  used  to  create 
liabilities  by  issuing  his  own  promissory  notes 
payable  to  bearer  on  demand;  under  the  new 
system  he  creates  liabilities  by  promising  to  pay 
a  Bill  of  Exchange,  drawn  upon  him,  payable  to 
bearer  on  demand,  to  an  equal  amount. 

21.  Hence,  the  modem  system  of  Cheques  i.^ 
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nothing  but  a  substitute  for  Bank  Notes.  A  bank 
note  is,  in  fact,  a  double  obligation ;  one,  an  obli- 
gation to  pay  the  customer,  the  original  creditor, 
the  second,  to  pay  the  bearer,  t.e.  any  one  to  nvhom 
the  original  creditor  may  transfer  the  obligation. 
Now,  the  modem  practice  separates  these  obliga- 
tions, the  entry  in  the  banker*s  books  is  the  obli- 
gation to  pay  the  customer,  the  permission  to  draw 
a  bill  of  exchange  payable  to  bearer  on  demand, 
called  a  cheque,  is  the  obligation  to  pay  any  one 
the  customer  may  transfer  the  debt  to.  And  the 
entry  in  the  banker's  books,  together  with  the 
cheque,  make  up  the  bank  note. 

22.  Hence,  we  see  that  although  banking  origi- 
nally consisted  in  issuing  notes  payable  to  bearer 
on  demand,  yet  bankers  devised  a  method  of  doing 
the  very  same  thing,  under  another  form,  and  we 
mtist  change  the  form  of  eaepreetion  accordingly,  to 
meet  the  altered  form  of  doing  business.  Nor 
shall  we  hare  the  least  difficulty  in  finding  an 
expression  which  will  include  both  forms.  For 
though  the  business  of  banking  consisted  in  dis- 
counting bills  with  their  promissory  notes,  payable 
to  bearer  on  demand,  we  may  express  it  thus, 
that  it  consisted  in  buying  debts  Vfith  pbomises  to 
PAT.  And  these  promises  to  pay  may  be  of  two 
forms. 

I.  Ftomissory  notes  payable  to  bearer  on  de- 
mand. 

n.  Figures  written  down  to  the  credit  of  the 
customers,  to  be  drawn  against  by  cheques,  paya- 
ble to  bearer  on  demand. 

The  method  of  doing  business  by  means  of 
cheques,  was  found  to  have  so  many  practical 
advantages  over  that  by  way  of  notes,  that  from 
that  penod  London  bankers  universally  disconti- 
nued the  issue  of  not^  and  adopted  cheques; 
though  they  never  were  forbidden  to  issue  notes 
until  the  Bank  Act  of  1844. 

23.  The  modem  system  of  banking,  then,  by 
means  of  cheques,  is  exactly  the  same  in  prin- 
ciple as  the  former  method  of  bank  notes,  only  it 
is  somewhat  varied  in  form.  In  each  case  h€tnking 
consists  in  creating  liabilities^  and  the  modem  form 
of  stating  these  liabilities  in  banking  accounts  is  a 
source  of  an  enormous  amount  of  erroneous  opi- 
nion. In  the  former  mode  of  stating  the  accounts, 
it  is  open  and  patent  to  the  world,  that  the  banker 
has  created  liabilities  against  himself  by  the  dis- 
count of  bills;  in  the  modem  form  these  liabilities 
are  disguised  and  anud^mated  with  the  actual 
deposits  in  cash,  so  that  it  is  made  to  appear,  and 
is  almost  universally  believed,  that  what  is  classed 
under  deposits  in  the  published  banking  accounts, 
are  deposits  in  actual  cash,  whereas  they  are  no- 
thing but  a  creation  of  credit. 

24.  The  reason  is  this,  that  in  the  old  form  when 
a  banker  discounted  a  bUl  with  his  own  notes,  it 
was  stated  that  they  were  his  own  notes,  and  a  dis- 
tinction was  plainly  drawn  between  liabilities  cre- 
ated by  the  deposit  of  cash,  and  the  notes  issued 
in  the  discount  of  bills.  In  the  modem  form, 
when  a  banker  has  created  liabilities  by  discpunt- 
ing  a  bill  by  writing  down  to  his  customer*s  credit, 
what  under  the  old  system  he  would  have  given 
him  as  notes,  they^  are  treated  and  classed  as  a 
*'  balance  on  drawing  accounts,**  and  they  are  not 
distinguish^  from  uie  liabilities  created  by  the 
deposit  of  cash,  and  the  two  being  thus  presented 
to  the  public  under  one  denomination,  are  almost 
universally  believed  to  be  actual  cash,  except  by 


those  who  are  acquainted  with  the  mechanism  of 
banking.  In  order  to  present  the  difierence  in 
the  clearest  manner  to  the  reader,  we  shall  now 
contrast  the  two  forms  of  stating  the  accounts. 

OIJ>  FOBM  OF   BARKING  ACCOUNTS. 

Liabilities. 

To  customers*  balances £10,000 

Notes  in  circulation 28,500 


£88,500 

Assets. 

By  cash  deposited    £10,000 

By  Bills  of  Exchange 30,000 

£40,000 

MODBBN  FOBM   OF   BANKING  ACCOUNTS. 

Liabilities. 
To  customers*  balances £38,500 


£38,500 


Assets. 

By  cash  deposited  £10,000 

By  Bills  of  Exchange 30,000 

m 

£40,000 


25.  Now,  in  examining  these  two  forms  of  ac- 
counts, though  they  are,  in  reality,  only  two  different 
methods  of  doing  l^e  same  thing,  a  striking  dif- 
ference is  apparent  on  the  face  of  them.  In  the  first 
it  is  manifest  on  the  face  of  it,  that  the  banker  has 
created  £28,500  of  notes,  or  created  that  amount 
of  liabilities  against  himself,  by  buying  bills  of 
exchange.  In  the  second  form  this  does  not 
appear  at  all,  but  this  sum  of  £28,500  appears  as 
a  deposit^  and  to  any  one  who  is  not  conversant 
with  the  subject,  it  seems  to  be  a  deposit  in  actual 
cash,  and  many  persons  are  apt  to  believe  that  a 
banker  has  that  amount  of  cash  to  trade  with. 
Thus,  when  the  accounts  of  the  great  London 
Joint  Stock  Banks  are  published,  and  it  appears 
that  one  has  £13,000,000,  and  another  has 
£10,000,000,  and  so  on  of  deposits,  it  is  almost 
universally  believed  that  the  first  has  £13,000,000, 
and  the  next  £10,000,000  of  actual  money  to 
trade  with,  or  Und  ouJt^  as  the  erroneous  phrase 
is.  And  every  half  year  we  see  summaries  in  the 
newspapers,  shewing  that  all  the  Joint  Stock 
Banks  have,  perhaps,  an  aggregate  sum  of 
£40,000,000  of  money  deposited  with  them,  and,  it 
is  generally  believed  that  they  have  that  sum  of 
money  to  trade  with.  But  tiiere  never  was  a 
more  complete  and  entire  delusion.  These 
£40,000,000  of  ''  deposits*'  are  not  £40,000,000  of 
cash,  but  they  represent  the  old  bank  note  ctrciila- 
tion.  They  are  nothing  but  an  enormous  snper- 
stracture  of  cbbbit,  built  up  upon  a  compara- 
tively small  basis  of  bullion,  exactly  like  the 
note  circulation.  These  figures  do  not  shew  the 
quantity  of  cash  at  their  command  to  lend  out  or 
trade  with,  but  they  shew  the  quantity  of  buai- 
ness  they  have  done,  they  shew  the  liabilities 
they  have  created.  These  apparent  deposits  in 
cash,  then^  are  nothing  whatever,  but  the  credit 
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created  in  exchange  for  the  bills  which  figure  on 
the  other  side  of  the  acconnt  as  Assets. 

26.  These  two  forms  of  banking  accounts,  thus 
]Nresented  in  contrast  to  each  other,  shew  how  the 
accounts  would  stand  just  cfier  the  banker  has 
discoonted  his  customers'  bills,  and  htfwt  they 
have  begun  to  operate  upon  their  accounts,  in  the 
latter  form  by  means  of  cheques.  Every  banker 
does  business  in  exactly  the  same  way,  and  when 
their  respective  customers  begin  to  operate  by 
means  of  cheques,  the  following  three  different 
results  may  ensue : — 

1.  The  actual  money  may  be  drawn  out. 

2.  It  may  be  transferred  to  the  account  of 
another  customer  of  the  same  bank. 

3.  It  may  be  an  order  to  pay  another  bank. 
Bat,  m  the  last  case,  if  the  banker  A  is  ordered 
to  pay  the  bimker  B  so  much,  the  chances  are 
tliat  B  will  be  directed  to  pay  A  very  much  the 
same  amount,  and  then  an  interchange  of  these 
respective  orders  may  take  place,  and  only  the 
differences  be  paid  in  cash.  And  this  is  exactly 
the  same  in  effect,  as  an  interchange  of  bank 
notes. 

27.  Thus,  we  see  that  the  modem  system  may 
he  expressed  In  exactly  the  same  language  as  the 
dd  one.  Banking  formerly  consisted  in  the 
creation  and  exchange  of  instruments  of  credit. 
And  so  it  is  now.  Banking  now  equally  consists 
in  the  creation  and  exchange  of  instruments  of 
credit,  just  as  much  as  it  ever  was.  The  only 
difference  is,  that  the  form  of  the  instrument  is 
changed,  and  it  was  by  this  change  in  the  form  of 
the  mstmment,  that  the  London  Joint  Stock 
Banks  were  able  to  be  founded,  because  the  words 
of  the  monopoly  clauses  of  the  bank  acts  of  1709, 
aad  1742,  only  specified  the  former  method  of 
oeatiDg  these  instruments  of  credit. 

28.  Now,  nnder  the  former  system,  it  was 
anirersally  allowed  that  banks,  by  creating  credit 
in  the  form  of  notes,  created  currency ;  under  the 
modem  system  entries  and  cheques  perform  ex- 
actly the  same  fbnetions  as  notes,  consequently, 
in  a  scientific  sense,  they  are  to  be  considered  as 
carrency,  just  as  much  as  notes  are,  and  conse- 
quently, banks  create  currency  now  just  as  much 
as  they  did  before,  and  the  supposition  that  the 
legi^ture  can  prevent  banks  from  dealing  in 
credit,  by  prohibiting  the  issue  of  bank  notes,  is 
a  mere  delusion.  But,  at  the  same  time,  it  must 
he  folly  admitted  that  bank  notes  may  produce  a 
greater  inflation  of  credit  than  cheques,  because 
there  are  many  cases  where  bank  notes  would 
pass,  that  cheques  will  not  pass,  but  wherever 
they  do  pass  they  are  to  be  considered,  in  all 
respects,  as  the  equivalents  and  substitutes  for 
notes. 

29.  These  considerations  afford  an  explana- 
tion of  some  very  weU  known  phenomena,  which 
are  generally  misunderstood,  respecting  the  Joint 
Sto^  Banks,  which  publish  their  accounts,  and 
give  interest  on  deposits,  according  to  the  rate  of 
discount  When  t&e  rate  of  discount  rises  very 
high,  it  is  universally  observed  that  the  apparent 
deposits  in  banks  decline,  and  it  is  very  com- 
monly exphiined  by  saying,  that  when  interest 
rises  very  high,  people  tale  their  money  out  of 
hanks,  to  invest  it  in  other  ways.  But  such  an 
explanation  is  paradoxical  on  the  face  of  it. 
Bttks  raise  the  rate  of  interest  to  attract  de- 
posits, and  not  to  Mve  them  away.    Besides,  if 
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one  asks  contractors,  builders,  &c.,  at  such  periods, 
they  will  say,  that  work  is  stopped  because  peo- 
ple put  their  money  into  banks,  because  the  in- 
terest is  so  high.  Thus,  we  meet  with  two  dia- 
metrically contrary  assertions  as  to  the  flow  of 
money  at  such  periods ;  but,  if  we  understand  the 
real  nature  of  these  so-called  deposits,  the  reason 
of  their  diminution  is  plain ;  because,  when  the 
rate  of  discount  is  raised  very  high,  it  stops  the 
discount  of  bills,  it  stops  the  creation  of  credit,  in 
fact,  it  is  not  a  diminution  of  deposits  in  cashf 

BUT   IT   IS   A   CONTRACTION   OF   CREDIT. 

30.  The  very  same  phenomenon  is  witnessed 
after  a  great  commercial  crisis,  such  as  that  of 
1857.  In  July,  1858,  the  aggregate  of  the  sums 
deposited  with  the  Joint  Stock  Banks,  appeared 
to  be  considerably  less  than  in  July,  1857;  and 
this  was,  in  fact,  owing  to  the  diminished  number 
of  bills  discounted  from  the  general  contraction 
of  mereantile  operations,  and  by  no  means  neces- 
sarily to  a  diminution  in  the  actual  cash  de- 
posited. 

31.  Now,  it  18  generally  admitted,  that  issuing 
notes  is  coining  credit,  that  it  is,  in  fact,  to  all  in- 
tents and  purposes,  equivalent  to  creating  capital, 
both  as  regards  the  issuers  of  the  notes,  and  their 
effects  to  the  public,  a  species  of  capital  which  is 
liable  to  be  destroyed,  and  is  capable  of  very 
serious  abuse.  But  it  also  necessarily  follows, 
from  the  preceding  details,  that  the  modem 
system  of  banking  is  equally  coining  credit,  and 
that  just  as  much  as  the  figures,  or  the  liabilities 
created,  exceed  the  actual  cash,  they  are  equi- 
valent to  a  creation  of  currency,  or  to  an  increase 
of  capital. 

32.  We  may  now  here  notice  an  objection 
which  is  fullv  discussed  under  tiie  term  Cub- 
RSNCT,  but  which  is  so  intimately  connected  with 
banking,  that  we  must  repeat  it.  Many  persons 
say  that  bills  of  exchange  are  not  currency,  be- 
cause they  require  to  be  discharged  in  money, 
and  many  more  think  that  bUls  of  exchange  are 
analogous  to  bills  of  lading,  because  one  repre^ 
sents,  as  they  erroneously  call  it,  money,  and  the 
other  represents  commodities.  It  is  perfectly 
true  that  all  bills  of  exchange  must  be  expressed 
to  be  payable  in  money,  but  it  is  a  most  grievous 
mistake  to  suppose  that  they  are  all  paid  in 
money.  The  immense  majority  of  commercial 
bills  are  not  paid  in  money,  but  by  figures  in 
bankers*  books.  Most  men  in  commerce  draw 
bills  and  accept  bills,  that  is,  they  have  debts  due 
to  them,  and  debts  due  by  them.  These  fall  due 
at  different  dates,  and  when  a  trader's  acceptances 
are  falling  due,  he  takes  some  of  the  debts  due  to 
him  to  his  banker,  and  sells  them  to  him.  The 
banker  buys  them,  as  we  have  idready  explained, 
by  creating  fresh  liabilities  of  his  own,  and 
writing  down  so  many  figures  to  his  customer*s 
credit.  When  his  own  acceptance  fidls  due,  and 
is  presented  to  him  for  payment,  he  draws  a 
cheque  upon  his  banker,  and  if  the  holder  of  the 
bill  is  a  customer  of  the  same  banker,  the  matter 
is  settled  by  a  mere  transfer  of  figures  in  the 
banker's  books ;  if  he  is  the  customer  of  another 
banker,  the  two  bankers  have  probably  an  ex- 
change of  debts,  arising  out  of  similar  transac- 
tions on  both  their  parts,  and  the  debts  are 
settled  with  the  payment  of  no  more  coin  than 
the  difference ;  or  if,  as  is  more  usually  the  case, 
the  holder  of  the  bill  has  deposited  it  with  his 
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banker,  and  the  acceptor  has  made  it  payable  at 
his  own  banker's,  who  pays  it  as  a  matter  of 
course,  as  an  ordinary  cheque,  the  day  it  is  due. 
Thus  we  see  that  the  whole  monetary  business  of 
the  country  is  gradually  reduced  to  the  creoUum 
and  exdiange  of  itutruments  of  credit,  and  the 
only  use  of  the  actual  money  is  to  pa^  the  differ- 
ences. Now,  this  is  the  regular  practice  of  bank- 
ing ;  this  is  the  way  in  which  the  vast  majority 
of  bills  of  exchange  in  commerce  are  paid,  and 
consequently  the  whole  system  may  go  on  for  an 
indefinite  time,  and  to  an  indefinite  extent,  with- 
out a  single  coin  being  required.  Thus,  a  mer- 
chant may  carry  on  trade  for  any  length  of  time, 
and  pay  bills  to  the  amount  of  millions  of  money, 
and  never  touch  a  single  coin.  But  these  instru- 
ments of  credit  perform  exactly  the  same  func- 
tions as  if  they  were  coin,  and  in  a  scientific 
point  of  view,  they  are  to  be  considered  in  all 
respects  as  if  they  were  coins.  They  are  all  a 
part  of  the  currency,  or  circulating  medium. 

33.  Bank  notes  and  cheques  are,  therefore, 
peculiarly  the  instruments  of  credit,  created  by 
Banking,  as  bills  of  exchange  are  by  commerce. 
The  only  practical  difference  between  them  is, 
that  the  former  are,  on  the  face  of  them,  direct 
obligations  of  the  banker  to  pay  the  money  stipu- 
lated ;  the  latter  are  not  so,  unless  he  has  suffi- 
cient funds  of  his  customer  to  meet  them.  The 
consequence  is,  that  when  cheques  are  transferred 
from  hand  to  hand,  it  is  usual  to  require  the 
transferer  to  indorse  them,  so  that  if  the  banker 
refuses  to  pay  them,  the  liability  of  the  transferer 
may  be  preserved.  In  Bank  notes  this  is  not 
usually  done,  because  as  the  holder  may  demand 
payment  for  them  on  the  instant  from  the  bank, 
few  persons  expect  that  it  will  fail  before  pay- 
ment is  demanded,  and  consequently  Bank  notes 
usuaUy  pass  from  hand  to  baud  by  simple  deli- 
very, without  indorsement. 

34.  Both  Bank  notes  and  cheques  are  subject 
to  the  general  rule  of  law,  which  affects  all  instru- 
ments of  credit,  that  whoever  takes  one  in  pay- 
ment of  a  debt  without  indorsement,  does  so  at  his 
own  peril,  and  has  no  remedy  agidnst  the  trans- 
ferei^  if  it  is  not  paid.  And  the  indorsement  only 
preserves  the  liability  for  a  very  short  period ; 
in  almost  all  cases  not  more  than  twenty-four 
hours.  The  law  intends  that  all  Bank  notes  and 
cheques  should  be  presented  for  payment  within 
twenty -four  hours.  If  the  receiver  of  a  Bank 
note  requires  the  transferer  to  indorse  it,  which 
is  by  no  means  unfrequently  done,  and  if  on  pre- 
senting it  within  a  reasonable  time  he  finds  the 
banker  has  failed,  he  has  his  remedy  against  the 
transferer,  just  exactly  as  if  it  was  a  cheque. 
On  the  other  hand,  if  he  delays  presenting  it 
beyond  a  reasonable  time,  and  then  finds  the 
banker  has  failed,  he  has  no  remedy  against  the 
transferer,  either  in  the  case  of  an  indoraed  Bank 
note  or  a  cheque. 

35.  We  luive  shown  rCRSDiT)  that  a  mer- 
chant deals  with  credit:  it  follows  by  the  pre- 
ceding considerations  that  a  banker  is  a  dealer  in 
credit,  A  merchant  brings  him  debts  payable 
some  time  after  date,  for  sale,  and  by  a  fiourish 
of  his  pen  the  banker  transmutes  these  into  debts 
payable  instantly,  which  have  precisely  the  same 
eSect  in  commerce  as  so  many  sovereigns.  He 
reaps  exactly  the  same  profit  by  creating  a  credit 
in  favour  of  his  customer,  as  if  he  gave  Mm  the 


actual  cash.  And  the  cheques  drawn  against 
these  credits,  so  created  by  the  banker,  circulate 
commodities  exactly  in  the  same  manner  as  Bank 
notes  do,  which  circulate  commodities  exactly  in 
the  same  manner  that  gold  and  silver  money 
does;  consequently  these  credits  so  created  by 
the  banker  are  Cubrbmct,  or  CiBcui^ATHfo 
Medium,  and  hence  it  manifestly  follows  that 
Banking  Cbkdit  is  Banking  Capitai.. 

36.  But  the  preceding  details  by  no  means 
exhibit  to  their  roll  extent  the  amazing  powers 
of  Banking  in  commerce.  We  have  given  them 
merely  to  show  the  general  meaning  of  the  word 
Banking.  We  shaU  now  endeavour  to  exhibit 
some  of  the  practical  effects  of  the  introdnctioo 
of  Banking  into  a  country  where  it  did  not  pre- 
viously'exist,  which  is  the  true  way  to  form  a 
real  estimate  of  its  powers,  and  its  advantages  to 
the  community. 

37.  Before  the  introduction,  then,  of  Banking 
every  merchant  had  bills  to  pay,  or  acceptances 
to  meet,  and  he  had  also  bills  to  receive.  For 
those  he  had  to  pay,  he  must  have  kept  the 
amount  in  actual  money ;  and  for  those  he  had 
to  receive,  he  must  have  kept  at  least  *one  (per- 
haps a  merchant  in  large  business  must  have 
kept  more  than  one)  clerk,  for  the  special  duty 
of  collecting  his  bills.  Moreover,  if  he  made  any 
mistake,  the  loss  would  fall  on  himself.  Now, 
he  leaves  all  his  spare  cash  at  his  banker's,  and 
makes  his  acceptances  payable  there;  and  besides 
that,  he  sends  all  the  bills  which  are  due  to  him 
to  his  banker,  who  collects  them  for  him,  and  if 
any  mistake  occurs  the  loss  falls  upon  the  banker, 
and  not  upon  him.  Moreover,  when  his  own 
acceptances  fall  due,  he  does  not,  as  we  have 
seen,  require  to  have  any  actual  money  at  all  to 
pay  them  with.  As  they  become  due  he  discounts 
fresh  bills  with  lus  banker,  who  creates  a  credit 
in  his  favour  by  writing  down  so  many  figures  to 
his  account,  and  thus  his  acceptances  are  paid, 
not  in  money ^  bttt  by  means  of  the  credit  created  hy 
the  Banker,  Thus  we  see  that  the  Banker  mul- 
tiplies the  paving  medium  of  the  country. 

38.  Now  the  slightest  reflection  will  show  any 
one  the  enormous  saving  of  money  that  is  effected 
by  this  means.  It  is  actually  found  in  practice, 
that  it  saves  about  nine-tenihe  of  the  actual 
specie  that  would  be  necessary  to  carry  on  any 
given  amount  of  business  without  it.  Now,  let  us 
suppose,  that  a  country  required  £1,000,000  in 
specie  to  carry  on  any  amount  of  business,  and 
let  us  suppose  that  by  means  of  the  introduction 
of  banking,  it  was  able  to  dispense  with  £900,000 
of  this ;  that  is  to  say,  that  amount  of  specie 
might  be  displaced,  and  instruments  of  credit 
substituted  for  them.  Then  it  is  quite  clear  that 
these  £900,000  in  instruments  of  credit,  which 
performed  the  same  functions  as  the  same  amount 
of  money,  are  to  be  considered  in  all  respects  as 
equivalent  to  that  amount  of  money  ;  that  they 
are  equally  currency,  or  circulating  mecfuim,  as 
the  money  itself.  And  consequently  £900,000  of 
specie  being  disengaged  firom  its  functions,  is 
capable  of  being  applied  as  additional  capital,  and 
is  in  fact  equivalent  to  so  much  increased  capital. 
Hence,  we  see,  that  the  introduction  of  banking, 
is  a  hond'fide  augmentation  of  cu^ol.  For  we 
unhesitatingly  assert  this  proposition,  thai  if  an 
instrument  of  credit  performs  exactly  the  same 
fmctUmsas  money,  ttiSjina  tcimiifie  «eiwe,  to  be 
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eongidered  as  money.  Hence  we  arrive  at  this 
condosion,  that  by  the  introdnction  of  banking 
the  same  amount  of  bnsiness  may  be  carried  on 
with  ome-tefdh  of  the  quantity  of  money,  that 
would  be  required  without  it,  or  else  supposing 
that  the  same  amount  of  actual  specie  is  retained, 
the  quantity  of  business  that  may  be  carried  on 
with  it  may  be  multiplied  temtoij>. 

89.  Thus  we  see  how  the  prodigious  stimulus 
which  is  always  practically  felt  on  the  introduc- 
tion of  banking,  is  explained.  The  preceding 
details  show  the  enormous  error  of  those  who 
thmk  that  banking  does  not  add  to  capital,  that  it 
only  distributes  existing  capital.  It  is  unques- 
tionablf  true,  that  no  mode  of  banking  can  create 
actual  gold  sorereigns.  But  banking  creates  in- 
struments of  credit,  and  if  these  be  voluntarily 
received  and  accepted  by  the  community  at  large, 
at  exactly  the  same  value  as  if  they  were  actual 
sovereigns,  then  just  by  so  much  as  they  exceed 
in  number  the  quantity  of  actual  sovereigns  in 
the  banker*s  possession,  they  are  to  all  intents  and 
purposes,  an  addition  to  existing  capital.  For 
not  only  does  he  save  the  use  of  the  actual  coin 
in  an  immense  multitude  of  instances,  where  it 
would  be  required,  if  Banking  did  not  exist,  and 
liberates  it,  and  enables  it  to  be  applied  to  pro- 
mote commerce,  which  is  in  its  practical  effects 
identical  with  an  addition  of  actual  coin  to  that 
extent,  but  by  the  extra  multiplication  of  his 
promises  to  pay  over  and  above  that,  he  is  enabled 
to  make  what  Is  to  all  intents  and  purposes  a 
further  addition  to  the  moving  power  of  com- 
merce, to  an  enormous  extent. 

40.  Banking  is,  therefore,  the  most  potent 
engine  for  increasing  the  native  power  of  any 
given  quantity  of  actual  capital,  that  it  is  possible 
to  devise,  consistently  with  keeping  up  the  value 
of  the  currency  at  its  level  with  bullion.  John 
Law  says  most  justly,  "The  introduction  of 
credit,  by  means  of  a  Bank,  augments  the  quan- 
tity of  money  more  in  one  year,  than  a  prosperous 
commerce  conld  do  in  ten.**  And  just  as  Bank- 
ing spreads  more  extensively  does  it  multiply 
the  producing  power  of  the  conununity.  We 
have  shown  the  great  economising  power  of  rail- 
roads (Raii«boai>)  in  diminishing  the  quantity  of 
capital  required  to  supply  any  given  demand  for 
commodities ;  now,  an  extension  of  banking  acts 
precisely  in  an  analogous  manner,  but  to  a  much 
greata- degree ;  for  not  only  does  it  economize  the 
actual  substance  to  a  very  great  extent,  but  it 
makes  the  *' promise  to  pay'*  of  equivalent  value 
with  the  actual  payment.  And  it  is  just  in  this 
multiplying  power  of  capital  that  the  principal 
daog^  of  too  rapid  an  extension  of  Banking 
consists.  The  rate  of  discount  always  depends 
upon  the  prop<»tion  between  actual  capital  and 
the  demand  for  it,  or  on  the  debts  offered  for  sale. 
.  A  sudden  change  in  the  proportion  of  these  causes 
the  most  violent  fluctuations  in  the  rate  of  dis- 
count. If  an  unusual  quantity  of  capital  is 
thrown  too  suddenly  upon  the  market,  the  only 
result  must  be  a  rapid  and  extreme  fall  in  the 
rate  of  discount.  Now  a  too  rapid  extension  of 
Banking,  has  precisely  the  same  effects  as  throw- 
ing a  vast  quantity  of  capital  suddenly  on  the 
market.  For  not  only  do  the  actual  operations  of 
Banking  have  all  the  practical  effects  of  adding 
to  the  existing  capital,  but  to  that  will  be  added 
all  theevU  effects  of  over  competition,  an  unnatu- 


rally low  rate  of  discount,  thereby  a  depreciation 
of  the  currency ;  an  export  of  bidlion,  a  joint 
stock  bubble  mania,  with  all  its  rogueries,  then  a 
collapse,  and  commercial  ruin. 

41.  We  see,  too,  by  the  preceding  details, 
the  prodigious  error  of  the  common  descrip- 
tion of  the  business  of  banking.  For  it  is  \ 
almost  universally  considered  that  hankers  are  \ 
jnerely  agents  between  persons  toko  toant  to 
lend  and  those  who  want  to  borrow.  Of  all 
the  fallacies  that  beset  Political  Economy  at 
the  present  day  this  is  one  ot  the  most  mis- 
chievous and  pestilent.  It  is  a  striking  example 
of  Bacon*s  idolafori^  or  fallacies  of  language.  It 
is  an  entire  misconception  of  the  nature  and 
effects  of  banking,  and  no  sound  progress  can  be 
made  in  Politick  Economy,  until  it  is  entirely 
extirpated  from  the  subject.  It  is  a  misapprecia- 
tion  of  the  nature  of  banking,  and  is  not  true,  in 
the  ordinary  sense  of  the  words,  lending  and 
borrowing;  because,  in  the  ordinary  cases  of 
lending  and  borrowing,  the  lender  deprives  him- 
self of  the  use  of  the  ciipital  he  lends.  But,  in 
ordinary  banking,  both  parties  have  the  complete 
right  to  make  use  of  the  very  same  coin.  The 
customer  lends  his  money  to  his  banker,  and  yet 
has  the  same  free  use  of  it,  as  if  it  was  in  his  own 
chest — ^the  banker  employs  that  money  in  pro- 
moting trade ;  upon  the  strength  of  its  being  de- 
posited with  him,  he  buys  debts  with  his 
"promises  to  pay,**  and  the  person  who  sells  the 
debt  has  the  free  use  of  the  very  coin,  which  the 
lender  has  the  same  right  to  demand. 

42.  And  it  is  just  in  this  very  point,  that  the 
distinction  between  a  6anA«r  and  a  bill  droAer  con- 
sists. A  bill  broker  buys  bills  of  exchange  with 
actual  cash,  and  therefore  the  quantity  he  buys 
can  never  exceed  the  quantity  of  cash  he  has.  On 
the  other  hand,  a  banker  always  buys  bills  with 
his  promise  to  pay  cash ;  consequently,  the  only 
limit  he  need  impose  upon  his  business  is  that 
which  his  own  judgment  may  suggest  to  him,  to 
keep  in  a  condition  to  meet  any  demands  that 
may  be  made  to  him. 

43.  We  must  also  correct  a  most  inaccurate 
notion,  which  is  almost  universally  prevalent,  as 
to  the  nature  of  banking.  The  common  notion  of 
banking  is,  that  it  consists  in  lending  money  on 
the  security  of  Bills  of  Exchange.  Such  an  idea, 
however,  is  profoundly  erroneous,  it  is  a  com- 
plete misconception  of  the  nature  of  the  business. 
When  a  banker  discounts  a  bill  for  his  customer, 
he  does  not  lend  him  money  on  the  security  of  the 
bills,  but  he  buys  a  debt  that  is  due  to  him.  If  he 
lent  his  customer  money,  it  would  be  the  custom 
mer*s  duty  to  repay  the  money,  when  the  bill 
became  due.  But  every  one  knows  it  is  the  ac- 
ceptor's duty  to  pay  the  bill,  and  the  cn8tomer*s 
name  on  it  is  merely  a  warranty  ofsoundnesSf  as 
it  were,  of  the  debt ;  and,  it  is  only  in  the  event 
of  the  acceptor  not  paying  the  bill,  that  the 
customer  is  liable.  If  the  banker  did  not  think 
the  debt  a  good  one  he  would  not  buy  it,  and 
when  the  customer  has  sold  it  to  his  banker,  he 
never  expects  to  hear  of  it  again.  Now,  many 
persons  admit  that,  if  a  man  transfers  a  bill  with" 
out  indorsement,  that  is,  a  sale  of  the  bill,  and  not 
a  mere  loan  of  money,  but  when  the  transferer 
indorses  it,  they  say  that  alters  the  nature  of  the 
transaction,  because,  if  the  bill  is  not  paid  by  the 
acceptor,  he  is  still  liable.    But,  the  least  reflec- 
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tion  will  shew  that  this  distinction  is  atterly  tm- 
tenable ;  because,  in  the  first  place,  it  is  only  a 
conHngeni  UahilUy^  and  not  an  actual  liability, 
until  payment  is  demanded.  The  real  dlflference 
between  selling  a  bill,  with  or  without  indorse- 
ment, is  exactly  analogous  to  that  of  selling  a 
horse  with  or  without  a  limited  warranty  of 
soundness.  If  a  man  buys  a  horse  without  a 
warranty,  there  is  an  end  of  the  transaction.  If 
he  takes  a  warranty  with  it,  it  is  usually  limited 
to  a  certain  time.  If  the  horse  is  sound,  well  and 
good,  die  transaction  is  finished ;  but  if  the  buyer 
finds  out  a  blemish,  and  gives  notice  to  the  seller 
within  the  agreed  ujfon  timey  he  returns  the  horse, 
and  gets  back  his  money.  But  though  the 
liability  of  the  seller  of  the  horse  continues  during 
the  currency  of  the  warrant,  it  is  no  debt  untU 
the  price  be  demanded  back  again.  It  is  exactly 
the  same  with  a  debt.  -The  debt  is  an  article  of 
commerce  just  like  the  horse,  and  the  indorsement 
is,  in  its  nature,  a  warranty  of  its  soundness;  and, 
like  most  warranties,  very  strictly  limited  in  its 
duration,  because  it  only  lasts  for  a  very  short 
time  after  the  debt  is  known  to  be  bad,  (indorsb- 
ment),  in  most  cases,  only  twenty-four  hours. 
If  the  holder  of  the  bill  neglect  to  demand  pay- 
ment within  that  time  from  the  indorser,  his 
remedy  is  gone,  and  the  indorser  is  discharged, 
exactly  as  in  the  case  of  an  ordinary  warranty. 
To  say,  therefore,  that  a  banker  lends  money  to 
his  customer  upon  the  security  of  the  bills,  is  just 
as  irrational  as  to  say  that  the  buyer  of  a  horse 
lends  money  to  the  seller,  on  the  security  of  the 
horse.  The  true  description  of  the  ordinary 
business  of  a  banker  is,  that  he  buys  debts  with 
warranty  of  soundness,  with  his  '<  promises  to 

pay." 
44.  The  preceding  details  also  shew  the  en- 
I  tire  fallacy  of  the  almost  universal  opinion  that 
the  Ix)ndon  Banks,  public  and  private,  other  than 
the  Bank  of  England,  are  mere  Banks  of  Deposit, 
and  are  not  Banks  of  Issue.  Thus,  Mr.  McCul- 
loch  says,  (DietUmary  of  Commerce^  Art*  Bank,) 
^*  Banks  are  commonly  divided  into  the  two  great 
classes  of  Banks  of  Deposit,  and  Banks  of  Issue. 
This,  however,  appears,  at  first  sight,  to  be  rather 
an  imperfect  classification,  inasmuch  as  almost 
all  Banks  of  Deposit  are,  at  the  same  time,  Banks 
of  Issue,  and  almost  all  Banks  of  Issue  are  also 
Banks  of  Deposit.  But,  there  is,  in  reality,  no 
ambiguity ;  for,  by  Banks  of  Deposit  are  meant 
Banks  for  the  custody  and  employment  of  the 
money  deposited  with  them,  or  intrusted  to  then: 
care  by  their  customers,  or  by  the  public ;  while, 
by  Banks  of  Issue,  are  meant  Banks  which,  be- 
sides employing  or  issuing  the  money  intrusted  to 
them  by  others,  issue  money  of  their  own,  or  notes 
payable  on  demand.  The  Bank  of  England  is 
our  principal  Bank  of  Issue,  but  it,  as  weU  as  the 
other  Banks  in  the  different  parts  of  the  empire, 
that  issue  notes,  is  also  a  great  Bank  of  Deposit. 
Hie  private  Banking  Companies  of  London^  and 
the  various  Provincial  Banks  that  do  not  issue  notes 
0/  their  own,  are  stsictlt  Banks  of  Deposit.** 
We  have  no  hesitation  in  affirming  that  this  last 
paragraph  is  an  entire  misconception,  because  the 
plain  meaning  of  it  is,  that  the  private  Banking 
Cpmpanies  of  London  do  not  create  credit, 
whereas,  we  have  shewn  that  the  business  of  Bank' 
ing  consists  in  creating  credit.  The  Banks'  of 
Venice,  Amsterdam,  and  Hamburg,  are  what  we 


consider  the  pure  types  of  Banks  of  Deposit,  be- 
cause the  notes  they  issued  only  represented  an 
equal  quantity  of  bullion,  and  they  ^dnot  add  to 
the  quantity  of  the  currency.  Whereas  all  the 
London  Banking  Companies  add  to  the  circulating 
medium,  and,  therefore,  they  are  all  to  be  con- 
sidered, in  a  scientific  sense,  as  Banks  of  Issue. 

45.  We  thus  see  how  entirely  fallacious  is  the 
classification  of  Buiks,  as  Banks  of  Deposit,  and 
Banks  of  Issue,  according  as  they  issue  Bank  notes 
or  not.  Because  the  Banks  of  Venice,  Sweden, 
Amsterdam,  and  Hamburg,  which  were  pure 
Banks  of  Deposit,  all  issued  notes ;  and  the  London 
Banking  Companies,  which,  in  a  scientific  sense, 
are  all  banks  of  issue,  do  not  issue  notes.  The 
true  criterion  of  whether  a  Bank  is  one  of  Deposit 
or  Issue,  is  to  be  found,  in  our  opinion,  in  the 
circumstance  whether  it  does,  or  does  not,  mul- 
tiply instruments  of  credit.  That  is,  whether  it 
does  or  does  not  create  instruments  of  credit  ex- 
ceeding the  quantity  of  bullion  it  has  in  deposit  to 
represent  them» 

46.  To  show  how  completely  at  fault  even 
the  most  eminent  writers  are  on  the  nature  and 
effects  of  Banking,  we  shall  quote  an  extract  from 
Mr.  J.  S.  Mill  (Principles  of  Political  Economy^ 
Book  IIL^  Chap,  24,  §  8).  In  treating  of  the 
regulation  of  a  currency,  and  the  effects  of  the 
Bank  Act  of  1844,  he  says  in  a  note,  ^^It  would 
not  be  to  the  purpose  to  say,  by  way  of  objection, 
that  the  obstacle  may  be  evaded  by  granting  the 
increased  advance  in  book  credits,  to  be  drawn 
against  by  cheques,  without  the  aid  of  Bank 
notes.  This  \&  indeed  possible,  as  Mr.  Fullarton 
has  remarked,  and  as  I  have  myself  sidd  in  a 
former  chapter.  But  this  substitute  fob  Bank 
Note  Cubbenct  cbbtainlt  has  not  yet  bbbh 
obganizbd;  and  the  law  having  clearly  mani- 
fested its  intention  that  in  the  case  supposed  tm- 
creased  credits  should  not  be  granted,  tt  is  yet  a 
problem  whether  the  law  would  not  reach  what 
might  be  regarded  as  an  evasionof  its  prohibitions^ 
or  whether  deference  to  the  law  would  not  produce 
(as  it  has  hitherto  done  J,  on  the  part  of  Jinking 
establishments,  conformity  to  its  spirit  and  pur^ 
pose,  as  well  as  to  its  mere  letter,**  We  have  seen 
in  the  preceding  sections  that  what  Mr.  Mill  says 
has  not  yet  been  organised,  and  which  the  law 
might  possibly  put  down,  is  the  verv  thing  in 
which  London  Ranking  has  consisted  for  upwards 
of  seventy  years  ! 

A!7.  Moreover,  the  Bank  Act  of  1844  was  for 
the  express  purpose  of  preventing  Banks  firom 
creating  credit ;  and  the  almost  universal  opinion 
is  that  it  does  so — ^that  it  makes  the  currency 
vary  in  amount  exactly  as  it  would  do  if  it  were 
purely  metallic.  The  preceding  details  show  that 
the  ordinary  business  of  London  Bankers  con- 
sists in  the  daily  creation  of  millions  of  promises 
to  pay.  And  we  have  no  hesitation  in  affirming, 
tiiat  the  popular  belief  that  the  Bank  Act  of  1844 
prevents  Bankers  from  creating  credit,  is,  since  the 
belief  in  the  Balance  of  Trade,  beyond  all  com- 
parison the  most  fbofound  delusion  that  bvbk 

DECEIVED  the  PUBLIC  MIND. 

48.  Thus,  too,  a  distinction  which  Is  very 
strongly  insisted  upon  by  an  infiuential  class  of 
persons  at  the  present  day,  is  shown  to  be  utterly 
fallacious.  For  they  draw  a  strong  distinction 
between  "Banking**  prmciples  and  "Currency" 
principles,   maintaining  that   bankers  have  no 
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'  business  to  create  currencj,  but  tbat  their  simple 
fdnctiona  are  to  lend  out  the  money  deposited 
with  them  by  their  customers.  And  they  hug  the 
fond  idea  that  the  Bank  Act  has  enforced  this 
distinction,  which  we  have  shown  is  a  pure 
delusion. 
49.  To  show  the  enormous  practical  benefits 
/  that  may  be  produced  by  Banking,  even  by  a  bad 
'  ^"stem,  we  have  only  to  adduce  its  effects  in 
England,  in  the  second  half  of  tJie  last  century. 
Burke  says  that  when  he  came  to  London  there 
were  not  twelve  bankers  out  of  London.  But  in 
1769,  the  first  patent  for  the  steam-engine  was 
taken  out  by  James  Watt,  and  the  spinning 
jenny  was  invented,  and  soon  after  that  the 
country  woke  up  from  its  lethargy,  and  com- 
menced those  great  engineering  works,  which 
have  so  pre-eminently  distinguished  it  from  that 
day  to  this.  Now,  to  carry  out  these  works  an 
enormous  amount  of  capital  in  the  form  of  money 
was  absolutely  requisite,  but  it  would  have  taken 
a  long  time  to  accumulate  this  necessary  quantity, 
and  it  would  have  required  an  enormous  expense, 
because  the  necessary  quantity  of  gold  and  silver 
could  only  have  been  acquired  by  the  exportation 
of  an  equal  quantity  of  manufactures.  But  this 
was  the  case — an  innumerable  quantity  of  bankers 
started  up  in  all  directions,  who  created  their  pro- 
missory notes,  which  circulated  exactly  as  actual 
mone^  did,  and  performed  exactly  the  same 
functions  as  money  did,  and  by  these  means  these 
great  works  were  carried  out.  Now,  it  is  no  doubt 
true  that  the  monopoly  of  the  Bank  of  England 
prevented  large  and  powerful  banking  companies 
being  formed,  which  would  have  supplied  a  solid 
currency,  and  that  a  very  great  number  of  these 
•'bankers'*  were  merely  petty  tradesmen,  who 
were  quite  unfit  to  perform  the  functions  they 
had  assumed,  but  yet  it  is  an  undeniable  truth, 
that  the  notes  they  issued,  however  bad  they 
ultimately  were,  so  long  as  they  actually  did 
circulate,  were  circulating  medium,  and  they  pro- 
duced the  same  effects  as  gold  and  silver,  and 
they  were  capital.  A  bad  and  dangerous  species 
it  is  true,  but  yet  capital.  And  it  was  by  means 
of  them,  that  that  prodigious  industrial  activity 
was  maintained.  And  this  well  exemplifies  the 
error  of  those  who  think  that  Bank  notes  are  not 
capital,  because,  say  they,  that  if  one  of  the  public 
hold  one  of  the  banker*s  notes,  the  banker  owes 
it,  and  thus  the  debt  and  the  credit  being  equal, 
the  result  is  ml.  But  that  is  not  the  true  mode 
of  viewing  the  question.  It  is  perfectly  true, 
that  if  payment  be  demanded  for  the  note,  the 
bcmker  must  pay  it,  and  the  note  is  extinguished. 
But  that  is  not  the  way  to  look  at  the  question. 
Until  payment  is  demanded,  the  banker's  liability 
is  only  contingent.  Now,  by  issuing  his  notes,  he 
creates  products,  which  have  exchangeable  rela- 
tioais  with  other  things.  A  bank  note,  therefore, 
until  payment  is  demanded  for  it,  circulates  as  an 
independent  economic  entity,  just  like  money. 
And,  therefore,  when  a  banker  can  maintain  a 
greater  amount  of  his  notes  in  circulation  than 
he  keeps  money  on  deposit,  he  creates  exchange- 
able products,  which  may  be  used  exactly  as 
money,  and  are  therefore  capital.  No  doubt  the 
area  they  circulate  in  is  much  smaller  than  the 
area  money  circulates  in,  but  yet  within  that 
area,  however  small  it  may  be,  they  are  equiva- 
lent to  money. 


50.  A  most  important  fiinction  which  Banks 
perform  is  that  of  rapidly  transferring  capital 
from  one  branch  of  business  to  another,  and  from 
one  part  of  the  country,  where  it  is  superabun- 
dant^ to  another  part,  where  it  is  deficient.  As 
the  whole  machinery  of  commerce  is  carried  on 
by  means  of  credit,  if  one  branch  of  business 
falls  ofl^,  the  bills  in  that  branch  will  diminish, 
and  if  another  branch  is  developing  itself  rapidly, 
bills  in  that  branch  will  increase.  Now,  if  there 
were  no  bankers,  persons  who  had  bills  to  sell 
might  have  much  difficulty  and  trouble  in  finding 
persons  to  buy  them,  and  the  development  of  in- 
dustry would  be  stunted.  But,  by  means  of  Bank- 
ing, they  merely  sell  more  bills  to  their  banker, 
and  if  he  has  more  money  at  his  command  from 
other  business  falling  off',  he  immediately  transfers 
capital  from  one  to  the  other.  Moreover,  capital 
has  always  a  tendency  to  accumulate  in  agri- 
cultural districts,  and  to  be  deficient  in  commer- 
cial districts.  In  the  olden  time,before  the  insti- 
tution of  bankers,  people  in  the  country  used  to 
bury  their  cash  in  the  ground,  or  in  secret  re- 
cesses of  their  houses,  where  it  lay  unproductive. 
Now  it  is  collected  by  country  bankers,  and  re- 
mitted to  the  seats  of  commerce,  where  there  is 
a  constant  demand  for  it.  In  Scotland,  where 
Banking  has  been  free  for  a  long  period,  the 
great  Banks  have  branches  both  in  the  agricul- 
tural and  in  the  commercial  districts.  The  agri- 
cultural branches  remit  the  surplus  cash  of  their 
districts  to  the  head  office  in  the  metropolis, 
which  sends  it  down  to  the  commercial  districts. 
In  England,  until  comparatively  recent  times, 
this  was  not  possible,  because,  until  1834,  there 
were  no  Joint  Stock  Banks  in  London,  conse- 
quently each  separate  country  banker  remitted 
the  surplus  from  his  own  neighbourhood,  and 
lodged  it  in  some  way  in  London,  in  a  great 
many  cases  with  the  great  bill-brokers  at  call. 
But  the  commercial  districts  equally  felt  the 
want  of  capital,  consequently  the  bankers  in 
those  districts  remitted  the  bills  they  had  already 
bought  from  their  customers,  and  sold  them  to 
the  London  bill-brokers,  and  hence  arose  that 
system  of  rediscounting  which  has  been  so  much 
condemned.  It  is  the  only  way  of  getting  over 
the  impediment  created  by  the  monopoly  of  the 
Bank  of  England  to  the  transfer  of  capital  from 
the  agricultural  to  the  manufacturing  districto. 

51.  The  preceding  details  will,  we  hope,  give 
an  adequate  idea  of  the  enormous  importance  of 
the  Banking  system  in  the  economy  of  the  coun- 
try. It  is,  in  fact,  the  heart  of  the  whole  com- 
mercial body.  It  attracts  to  itself  capital,  the 
life-blood  of  commerce,  in  the  minutest  rills,  from 
every  direction,  and  having  accumulated  it  in  a 
great  reservoir,  propels  it  through  all  the  arteries 
and  channels  of  commerce,  vivifying  and  nourish- 
ing it,  and  spreading  vigour  and  health  through 
the  whole  commercial  body. 

52.  Banking  is  now  of  such  transcendant  im- 
portance in  modem  society,  and  ite  ramifications 
are  so  spread  through  all  classes  of  the  commu- 
nity, that  a  convulsion  in  the  Banking  system 
spreads  terror  and  desolation  throughout  the 
whole  community.  An  accurate  knowledge  of 
the  history  and  principles  of  Banking  is  of  sur- 
passing consequence  to  all  Political  Economists ; 
we  shall,  therefore,  lay  before  our  readers  an 
historical  account  of  the  chief  events  in  the  his- 
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tory  of  Banking  in  the  most  important  countries 
In  such  a  matter  as  this,  it  makes  very  little 
consequence  which  we  begin  with,  and  we  shall 
therefore  begin  with  that  of  England. 

HuOorical  Sketch  of  the  Rise  and  Progress  of 
Banking  in  England* 

53.  Banking,  in  the  modem  sense  of  the  word, 
had  no  existence  in  England  before  the  year 
1640.  The  exchanging  of  foreign  money  for  that 
of  the  country,  which  was  the  business  from 
which  Banking  sprung,  waa  a  royal  monopoly. 
Persons  who  negotiated  loans  of  money  were 
called  Tnoney  scriveners.  The  Mint  in  the  Tower 
had  in  some  sense  performed  functions  of  a  Bank 
of  Deposit,  for  merchants,  both  native  and 
foreign,  had  been  in  the  habit  for  a  considerable 
time  of  depositing  in  it  their  cash  and  bullion  for 
the  sake  of  security,  under  the  guardianship  of 
the  Crown.  But  in  1640,  King  Charles  I.  being 
in  great  straits  for  money,  as  he  had  quarrelled 
with,  and  dissolved  Parliament,  before  it  had 
granted  any  supplies,  by  the  advice  of  the  Lord 
High  Treasurer,  Cottington,  suddenly  seized  upon 
the  merchants*  cash  and  bullion  to  the  amount  of 
£120,000.  The  merchants  immediately  remon- 
strated warmly  with  the  Council  upon  this  breach 
of  faith,  and  finally  allowed  the  King  to  have 
£40,000  upon  receiving  security  for  its  repay- 
ment with  interest.  This  money,  both  principal 
and  interest,  was  ultimately  repaid  to  them,  but 
the  prestige  of  the  royal  honor  was  gone,  the 
Mint  lost  its  credit,  and  the  merchants  were  ob- 
liged to  keep  their  cash  at  home,  under  the  care 
of  their  own  clerks  and  apprentices. 

64,  Many  of  these,  however,  went  off  with 
their  masters*  cash  to  join  the  army.  Others  lent 
it  out  to  the  goldsmiths  clandestinely,  at  interest 
at  4d.  per  cent,  per  diem,  which  they  kept  to 
themselves.  The  goldsmiths  then  began  to  lend 
out  at  interest  the  money  locked  with  them,  and 
they  began  to  receive  deposits  from  the  public 
generally,  offering  interest,  and  allowing  the  de- 
positors to  have  repayment  whenever  they  pleased, 
giving  receipts  for  the  money  left  with  them, 
which  were  transferable  by  indorsement.  More- 
over, they  began  to  discount  merchants'  bills  with 
their  own  promissory  notes,  payable  to  bearer  on 
demand,  which  were  then  called  goldsmiths^  notes. 
People  found  it  much  more  convenient  to  leave 
their  money  with  the  goldsmiths,  where  they 
could  have  it  whenever  they  pleased,  along  with 
the  interest,  than  to  lend  it  out  on  real  or  per- 
sonal security.  The  goldsmiths  soon  received 
the  rents  of  all  the  gentlemen's  estates,  which 
were  transmitted  to  town.  Five  or  six  stood  pre- 
eminent above  their  brethren,  and  Clarendon 
(ContinwUum  of  Life,  p.  11 66, J  says,  that  they 
were  men  known  to  be  so  rich,  and  of  so  good  re- 
putation, that  all  the  money  of  the  kingdom 
would  be  trusted  or  deposited  in  their  hands. 
And  theytken  first  came  to  be  called  bankers. 

55.  This  new  business,  taken  up  by  the  gold- 
smiths, was  found  to  be  of  great  service  to  the 
Protector's  government.  Cromwell  was  always 
kept  in  monetary  difficulties  by  the  jealousy  of 
his  Parliaments.  And  the  "bankers"  were 
found  to  be  very  useful  in  advancing  money  in 
anticipation  of  the  supplies.  By  this  means  they 
became  almost  necessary  to  the  government. 
Nor  did  the  government  of  Charles  II.  find  them 


less  useful.  The  first  care  of  the  restored 
monarch  was  to  disband  the  terrible  republican 
armies,  but  they  required  to  be  paid  off,  and  to 
do  that,  it  was  necessary  to  collect  several  hun- 
dred thousand  pounds  in  a  few  da3rs.  The  slow 
receipts  of  the  taxes  were  quite  inadequate  to 
effect  this,  and  the  ministers  were  compelled  to 
have  recourse  to  the  "  bankers,"  and  they  were  so 
well  satisfied  with  their  proceedings,  that  they 
declared  the  King's  government  could  not  be  car- 
ried on  without  them. 

56.  Their  method  of  doing  business  with  the 
Crown  was  as  follows.  As  soon  as  the  supplies 
were  granted,  they  were  sent  for  to  attend  the 
king.  He  always  treated  with  them  in  person, 
and  showed  them  the  greatest  politeness.  Having 
previously  consulted  with  his  ministers  as  to  what 
immediate  sums  were  required,  he  informed  them 
what  ready  money  was  necessary  by  such  a  day. 
They  were  asked  how  much  they  could  lend,  and 
what  security  they  would  require.  Each  an- 
swered according  to  his  several  ability,  for  there 
was  no  joint-stock  amongst  them;  one  perhaps 
£100,000,  another  more,  another  less.  When 
asked  what  remuneration  they  required,  they  at 
first  named  8  per  cent.,  which  the  king  and  his 
ministers  were  quite  ready  to  ^ve,  but  upon 
farther  consideration  they  determmed  to  leave  it 
to  the  king's  own  bounty,  lest  it  might  afterwards 
be  turned  to  their  disadvantage,  mentioning,  at 
at  the  same  time,  that  they  themselves  paid  6  per 
cent,  for  it  to  their  customers,  which  was  known 
to  be  true. 

57.  They  then  received  an  assignment  for  the 
payment  of  the  first  money  that  came  in,  under 
the  Act  of  Parliament,  or  tallies  upon  such  other 
branches  of  the  revenue  as  were  least  charged. 
But  even  this  was  no  security,  as  the  king  and 
treasurer  might  divert  these  payments  to  other 
purposes.  "  Therefore,"  says  Clarendon,  "  there 
was  nothing  surer  than  that  it  was  nothing  but 
the  unquestionable  confidence  in  the  king's  jus- 
tice, and  the  treasurer's  honour  and  intc^ty, 
which  was  the  true  foundation  of  that  credit, 
which  supplied  the  necessities  of  the  government. 
The  king  always  treated  them  very  graciously, 
as  his  very  good  servants,  and  all  his  ministers 
looked  upon  them  as  very  honest  men."  We  shall 
shortly  see  how  their  confidence  in  the  king^s 
honour  was  repaid. 

58.  In  1667  the  first  run  upon  the  bankers 
took  place.  During  the  few  years  since  the  king 
had  been  restored,  he  had  brought  the  c<9Untry 
down  from  the  highest  eminence  it  had  eirer 
attained  to  in  the  affairs  of  Europe,  to  such  a 
state  of  degradation,  that  it  was  not  able  to  pro- 
tect its  own  shores  from  the  ravages  of  the 
enemy.  The  Dutch  being  wantonly  provoked 
into  a  most  flagitious  war,  burned  Bheerness  and 
Chatham,  and  even  sailed  up  the  river  a£  high  as 
Tilbury,  and  the  good  citizens  of  London  heard 
for  the  first,  and  we  fervently  hope,  the  last  time, 
the  sound  of  hostile  guns.  The  most  ridiculous 
despair  and  consternation  took  possession  of  the 
people  of  London.  '^  The  alarm  was  so  great," 
says  Evelyn  (Diary,  Vol  IL,  p.  24),  "  that  it 
put  both  country  and  city  into  fear,  a  panic^  and 
consternation,  such  as  I  hope  I  shall  nev^  see 
more ;  everybody  was  fiying,  none  knew  why,  or 
whither."  The  king  alone,  who  never  wanted 
personal  courage,  and  the  Duke  of  York,  kept 
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their  comporare,  and  put  to  shame  the  cowardice 
of  a  general  officer,  who  thought  himself  one  of 
the  greatest  soldiers  of  Europe,  who  declared  the 
Tower  not  to  be  tenable,  and  refused  to  defend 
it  Every  one  rushed  in  a  panic  to  demand  his 
mon^  from  the  bankers.  It  was  known  that 
they  had  lent  it  to  the  king,  and  the  people  be- 
lieved that  the  regular  payments  out  of  the 
exchequer  could  not  be  made.  To  quiet  the 
public  alarm,  the  king  on  the  18th  June  issued  a 
proclamation  to  say  that  the  payments  of  the 
exchequer  would  continue  as  usual,  and  stating 
that  it  was  his  steadfast  resolution  to  preserve 
inviolable  to  all  his  creditors,  all  the  securities 
and  assignments  made  for  repayment  of  their 
advances ;  that  he  would  not,  upon  any  occasion 
whatever,  permit  any  alteration  or  interruption 
of  these  securities.  He,  moreover,  said  that  he 
held  this  resolution  firm  and  sacred  in  all  future 
assignments  and  securities  to  be  granted  by  him, 
upon  any  other  advance  of  money  for  his  service, 
by  any  persons  on  any  future  occasion. 

59.  The  enormous  benefits  which  had  been 
oonferred  on  the  commerce  of  foreign  countries, 
by  the  institution  of  Banks,  had  not  escaped  the 
obeervation  of  our  merchants.  One  of  them, 
Samuel  Lamb,  says  Lawson,  (Hutory  of  Bank- 
tn^,  p.  192 J,  presented  an  humble  address  to  his 
Highness  the  Lord  Protector,  wherein  he  de- 
scribed the  great  advantages  the  Hollanders 
derived  from  Banks,  and  the  disadvantages  Eng- 
land laboured  under  from  their  want.  (Lamb, 
Samvbl.).  In  1658,  Lamb  petitioned  the  House 
of  Commons  on  the  subject  of  his  Bank,  and  a 
committee  was  appointed  to  consider  it,  but  no 
record  exists  of  the  result.  More  than  one  pro- 
ject of  a  similar  nature  was  brought  forward,  but 
with  an  equally  fruitless  result.  Nor  did  these 
achones  diminish  after  the  restoration.  Soon 
after  that  event  multitudes  of  such  projects  were 
started,  and  very  warmly  engaged  the  public  at- 
tention, and  were  very  generally  discui^ed.  But 
tiiere  was  one  fatal  objection  to  them.  The 
memory  of  the  seizure  of  the  merchants*  money 
by  Charles  L,  made  people  doubt  that  a  Bank 
could  be  safely  established  under  a  Monarchy. 
The  subject  of  Banks  was  discussed  in  a  little  ex- 
cursion made  by  Pepys  and  a  party,  in  1666.  He 
says,  (Diary,  ntk  Aug,,  1666, J— "Sir  Richard 
Fm^  did,  very  nnderstandingly,  methonght,  give 
us  an  account  of  the  original  of  the  Hollands 
Bank,  and  the  nature  of  it,  and  how  they  do 
never  give  any  interest  at  all  to  any  person  that 
brings  in  their  mone^ — ^though,  what  is  brought 
in  upon  the  public  faith,  interest  is  given  by  the 
State  for.  The  unsafe  condition  of  a  Bank  under 
a  Monarch,  and  the  little  safety  to  a  Monarch  to 
have  any,  or  Corporation  alone,  as  London  in 
answer  to  Amsterdam,  to  have  so  great  a  wealth 
or  credit,  it  is,  that  makes  it  hard  to  have  a  Bank 
here.  Aud,  as  to  the  former,  he  did  tell  us,  how 
it  sticks  in  (he  memory  of  most  merchants,  how  the 
late  king,  when,  by  the  war  between  Holland  and 
France  and  Spain,  all  the  bullion  of  Spain  was 
brought  hither,  one-thfrd  of  it  to  be  coined,  and, 
indeed,  it  was  found  advantageous  to  the  mer- 
chant to  coin  most  of  it,  was  persuaded  in  a 
strait,  by  my  Lord  Cottington,  to  seize  upon  the 
money  in  the  Tower;  which,  though  in  a  few  days 
the  merchants  concerned  did  prevail  to  get  it  re- 
leased, yet  the  iking  will  never  be  forgot.**    And, 


Sir  William  Temple  says,  in  speaking  of  an  event 
which  we  shall  shortly  notice  "For  credit  is 
gained  by  custom,  and  seldom  recovers  a  stain. 
I  have  heard  a  great  example  given  of  this  that 
happened  upon  the  late  King  Charles  I.,  seizing 
£200,000  in  the  Mint,  which  had  then  the  credit 
of  a  Bank,  and  for  several  years  had  been  the 
treasury  of  all  the  vast  payments  transmitted 
from  Spain  and  Flanders;  but,  after  this  invasion 
of  it — ^although  the  king  paid  back  the  money  in 
a  few  months,  the  Mint  has  never  since  recovered 
its  credit  among  foreign  merchants,**  An  event 
soon  afterwards  occurred  which  not  only  rendered 
any  project  of  a  Bank  hopeless,  during  the  Stuart 
d3masty,  but  utterly  destroyed  the  private 
bankers,  who  had  rendered  such  essential  service 
to  the  government. 

60.  Charles  H.  had  been  restored  amid  the 
frantic  enthusiasm  of  the  people,  who  had,  of 
course,  returned  a  Parliament  which  reflected 
these  feelings,  and  made  the  most  ample  provision 
for  his  expenses.  But,  nothing  could  fill  the 
yawning  gulf  of  his  extravagance,  and  the  bound- 
less rapacity  of  the  thieves  and  plunderers  who 
formed  his  court.  At  length,  in  1671,  his  re- 
sources were  utterly  exhausted,  and  the  infamous 
pension  he  received  from  France  was  utterly  in- 
adequate to  maintain  the  naval  forces  he  was 
bound  to  keep  up.  His  atrocious  proceedings  re- 
garding the  Dutch,  made  him  afraid  to  meet  his 
Parliament,  who  were  now  in  a  very  difierent 
mood  to  what  they  were  ten  years  before.  In 
this  extremity  the  king  declared  that  the  staff  of 
the  treasurer  should  reward  the  ingenuity  of  the 
man,  who  ^ould  discover  some  method  of  relief. 
Shaftesbury  is  said  to  have  the  merit  of  originat- 
ing the  idea,  but  Clifford  reaped  the  profit  and 
the  honor.  The  expedient  hit  upon  was  to  seize 
the  bankers*  money  in  the  Exchequer. 

61.  It  appears  that  though  the  perfidy  of 
Charles  I.  had  destroyed  the  confidence  of  the 
merchants  in  the  faith  of  the  king,  the  bankers 
had  been  won  over  by  his  long  apparent  good 
faith,  and  gracious  treatment  of  them,  and  they 
deposited  their  surplus  cash  in  the  Exchequer,  in 
anticipation,  no  doubt,  of  the  loans  that  would 
be  required  of  them.  The  king  was  so  delighted 
with  the  peculiar  perfidy  of  the  transaction,  that 
to  the  promised  reward  of  the  treasurer's  staff 
he  superadded  an  ignominious  peerage.  On  the 
second  of  January,  1672,  appeared  a  proclama- 
tion, stating  that  the  payments  out  of  the  Ex- 
chequer would  be  suspended  for  a  year,  but 
interest  at  the  rate  of  6  per  cent,  was  promised. 
The  king  by  this  measure  seized  £1,328,526 ;  of 
this  sum  £416,725  belonged  to  Sir  Robert  Yyner 
alone. 

62.  The  bankers,  it  is  true,  were  not  many, 
but  the  money  they  had  belonged  in  great  part  to 
their  customers,  and  these  were  10,000.  This 
coup  de  finance  was  so  skilfully  done,  that  no  one, 
except  one  or  two  of  the  most  intimate  friends  of 
the  conspirators,  had  the  slightest  warning.  The 
consternation  was  dreadful  in  the  city.  Number- 
less merchants  were  ruined.  The  distress  was 
felt  through  aJl  ranks  of  society.  Widows  and 
orphans,  who  had  no  other  means  of  investment, 
had  lent  their  all  to  the  bankers.  Many  persons 
went  mad,  many  died  of  a  broken  heart,  many 
destroyed  themselves.  It  was  at  first  promised 
that  the  suspension  should  only  be  for  a  year ; 
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but  year  after  year  passed  away,  and  neither  the 
principal  nor  the  interest  was  paid.  Bat  the 
intensity  of  the  public  suffering  was  too  great, 
and  the  public  indignation  was  too  fierce  to  be 
neglected.  At  length,  in  April,  1676,  the  king 
was  obliged  to  order  the  accounts  of  the  creditors 
to  be  examined  by  the  Chancellor  of  the  Ex- 
chequer. This  having  been  done,  in  April,  1677, 
the  king  issued  letters  patent,  granting  to  each  of 
the  goldsmiths,  their  heirs  and  assigns,  and  for 
the  benefit  of  their  creditors,  in  lieu  and  satis- 
faction of  their  debts,  a  yearly  rent,  part  of  the 
hereditary  excise,  equal  to  6  per  cent,  upon  the 
debt,  with  a  clause  of  redemption,  upon  the  king 
paying  the  principal  and  arrears  of  interest. 
These  letters  were  printed  and  made  public  on 
the  23rd  of  May,  1677,  and  a  bill  to  ratify  them 
was  passed  by  the  House  of  Lords,  on  the  10th 
of  July,  1678,  but  unfortunately  was  not  pre- 
sented to  the  Commons  before  the  end  of  the 
session,  and  never  became  law. 

63.  The  interest  continued  to  be  paid  till 
Lady -day,  1683,  when  it  ceased,  the  royalist 
party  having  gained  the  undisputed  ascendancy. 
None  was  paid  during  the  reign  of  James  U. 
At  length,  in  1689,  in  the  reign  of  William  IIL, 
the  creditors,  being  worn  out  with  despair,  deter- 
mined to  petition  the  Court  of  Exchequer,  to 
m^e  an  order  for  payment  of  their  claims. 
The  Crown  determined  to  resist  payment,  and 
the  litigation  was  protracted  through  eleven 
years,  until  at  length  the  House  of  Lords,  on  the 
23rd  of  January,  1700,  gave  final  judgment  in 
their  favour,  establishing  their  right  to  the  prin- 
cipal and  all  arrears  of  interest.  Bui  they  were 
never  paid  one  farthiny  of  it.  An  Act  was  passed 
in  1700,  that  after  the  26th  of  December,  1701, 
the  hereditary  excise  should  be  charged  with 
interest  at  the  rate  of  3  per  cent,  on  the  principal, 
until  payment  was  madf  of  one  half  of  the  debt  I 
Thus  ended  this  monstrous  iniquity.  The  prin- 
cipal never  was  repaid,  but  was  afterwards  con- 
solidated with  the  South  Sea  Annuities,  and  still 
forms  part  of  the  National  Debt.  It  has  been 
calculated  that  the  loss  to  the  bankers  and  their 
creditors,  from  arrears  of  interest  and  retention 
of  the  principal,  was  nearly  £3,000,000,  to  say 
nothing  of  the  frightful  expenses  of  such  pro- 
tracted litigation. 

64.  These  proceedings  utterly  ruined,  as  may 
be  imagined,  the  credit  of  the  Exchequer  of 
Charles  11.  No  such  thing  as  a  public  bank 
could  be  thought  of  for  an  instant,  with  such  an 
unscrupulous  man  on  the  throne.  Nevertheless, 
many  schemes  for  the  purpose  were  published 
(Lbwis,  Mubrat)  but  as  they  came  to  nothing, 
we  need  not  be  delayed  by  further  notice  of 
them,  except  one.  The  corporation  of  London,  it 
appears,  had  been  invested  from  an  early  period 
with  the  guardianship  of  all  orphan  children  of 
freemen,  while  under  age  and  unmarried,  and 
with  their  property,  which  was  managed  by  a 
Court  of  Orphans.  By  this  means  a  large 
amount  of  property  accumulated  in  their  hands, 
called  the  '*orphan*s  fund,'*  which  they  had  been 
so  imprudent  as  to  lend  to  Charles  L  and 
Charles  U.  This  property,  of  course,  was 
swallowed  up  by  the  rapacity  of  the  latter 
monarch,  but  the  Corporation  was  accountable 
for  it.  In  this  dilemma,  they  tried  to  get  up  a 
Bank,  and  the  proposals  were  drawn  up   and 


made  public,  by  advertisements  setting  forth  the 
great  benefits  to  trade  by  the  establishment  of 
Banks  oi  credit,  in  a  printed  paper,  called 
'*  England's  Interest,  or  the  great  benefit  to  trade 
by  Banks,  or  Offices  of  Credit,  in  London.'* 
The  proposal,  however,  did  not  meet  with  public 
favor,  and  the  plan  failed,  and  the  orphans*  pro- 
perty was  afterwards  made  good  by  other  means. 

65.  One  institution,  howevei*,  for  a  short  time 
did  succeed  in  establishing  its  existence,  some- 
what in  the  nature  of  those  Italian  Banks,  which 
we  have  seen  were  called  Monti.  In  1693,  one  of 
the  schemes  devised  to  raise  money  for  WilMam 
III.,  was  a  Lottery  to  the  amount  of  a  million. 
A  number  of  bankers  united  and  agreed  to  par- 
chase  tickets  in  this  Lottery,  and  from  thence 
they  were  called  '*  the  Company  of  the  Million 
Bank.*'  Their  affairs  were  managed  by  a  board 
of  twenty-four  directors,  who  de^t  in  Govern- 
ment Annuities ;  and  their  joint  stock  amounted 
to  £500,000.  This  Bank,  or  Monte,  however,  did 
not  last  long. 

66.  We  must  now  trace  very  briefly  the  cir- 
cumstances that  led  to  the  foundation  of  the 
Bank  of  England.  The  troubled  era  of  1688  not 
only,  as  was  natural,  destroyed  what  public  credit 
was  left,  but  diminished  the  productiveness  of  the 
taxes,  and  the  new  government  was  obliged  to 
purchase  x)opularity  by  abolishing  the  odious 
hearth  tax.  The  tonnage  and  poundage,  which 
in  the  reign  of  James  II.  produced  £600,000,  fell 
in  1693  to  £286,687 ;  and  notwithstanding  some 
additional  taxes  were  laid  on,  the  whole  revenue 
in  that  year  was  only  £1,510,318.  Such  an 
income  was  wholly  inadequate  to  sustain  the 
feeble  and  unsettled  government,  and  the  most 
extensive  frauds  and  robberies  prevailed  among 
the  public  officers.  Some  of  these  frauds  were 
brought  to  light,  and  the  offenders  punished ;  but 
though  commissioners  were  appointed  for  the 
purpose  of  discovering  the  defaulters,  the  Com- 
mons resolved,  in  1701,  "That  it  was  notorious 
that  many  millions  of  money  had  been  given  to 
his  Majesty,  for  the  service  of  the  public,  which 
remain  yet  wholly  unaccounted  for."  It  was 
alleged  that  in  five  years  the  almost  incredible 
sum  of  £1 1,000,000  was  thus  embezzled. 

67.  No  sooner  was  William  HI.  seated  on  the 
throne,  than  he  renewed  with  persevering  ardour 
the  great  idea  of  his  life,  that  of  forming  a  great 
European  confederacy  to  overthrow  the  prepon- 
derating ascendancy  of  Louis  XIV.  Parliament 
and  the  people  were  ready  enough  for  war  with 
their  ancient  antagonist,  and  supplies  were  eagerly 
voted ;  but  they  were  scarce,  and  difficult  to  be 
got.  The  government  at  first  attempted  to  perse- 
vere in  the  old  plan  of  mortgaging  the  grants  to 
be  voted  by  Parliament.  Their  attempts,  how- 
ever, were  not  very  successful,  and  in  1690  the 
system  of  allowing  money  to  be  raised  on  short 
annuities  was  begun,  which  was  attended  with 
good  success.  The  increasing  expenses  of  the 
war,  however,  rendered  this  plan  too  burden- 
some, and  in  1692  a  plan  was  brought  forward 
for  raising  duties  for  the  space  of  99  years,  to 
pay  the  interest  of  an  intended  loan  of  £1,000,000 
upon  a  tontine  scheme.  The  subscribers  were  to 
receive  10  per  cent,  till  1700,  and  after  that 
£7,000  per  annum  were  to  be  divided  among  the 
survivors,  till  their  number  was  reduced  to  seven, 
when,  upon  the  death  of  each,  his  annuity  was  to 
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lapse  to  the  Crown.  So  low  was  the  credit  of 
the  goyemment,  that  only  £108,100  was  obtained 
on  these  tempting  terms,  and  a  clause  was  introi 
dnced  by  which  the  subscribers  might  obtain  14 
per  cent,  upon  any  life  they  chose  to  nominate. 
But  even  these  two  schemes  produced  only 
£S81,4d3. 

68.  All  these  devices,  however,  failed  in  pro- 
ducing an  adequate  supply  of  money  to  support 
the  war,  which  languished  in  consequence.  The 
fatal  proceedings  of  Charles  .11.  seem  to  ha^e 
mined  the  bankers,  or,  at  least,  to  have  deterred 
them  from  making  advances  in  their  former  style. 
The  government  were  obliged  to  revert  to  the 
humiliating  plan  of  borrowing  from  every  one 
in  the  city  they  could.  They  were  obliged  to 
solicit  the  Common  Council  of  London  for  so 
small  a  sum  as  £100,000,  and  if  they  granted  it, 
the  Councilmen  had  to  make  humble  suit  to  the 
inhabitants  of  their  respective  wards,  going  from 
house  to  house,  to  solicit  contributions ;  and  for 
these  advances  they  had  to  pay  in  premiums,  dis- 
count, and  commission  from  30  to  40  per  cent. 

69.  The  bankers  who  had  been  plundered  by 
Charles  II.,  and  their  assigns,  had,  in  despair  of 
their  rights  being  acknowledged  by  the  Crown 
voluntarily,  been  driven  into  a  court  of  law. 
Some  of  them,  however,  endeavoured  to  come  to 
an  agreement  with  the  Crown.  When  it  tried  to 
raise  money  by  way  of  perpetual  annuities  in 
1691,  they  thought  that  they  might  make  terms 
for  themselves.  On  the  18th  January,  1692,  their 
proposal  was  submitted  to  the  House.  They  said 
that,  whereas  the  debt  due  to  the  bankers  and 
their  assigns  was  above  £1,340,000  principal,  and 
8}  years*  arrears  of  interest  at  6  per  cent. 
at  Christmas,  1691,  they  proposed  to  forego  all 
arrears  of  interest,  and  to  advance  a  sum  equal  to 
the  principal,  on  condition  that  interest,  at  the 
rate  of  6  x)er  cent,  should  be  secured  to  them  by 
Act  of  Parliament.  This  proposal  was  subscribed 
by  six  or  seven  gentlemen,  whose  principal  money 
amounted  to  £29,378,  several  members  of  the 
the  House,  whose  principal  was  £5,400,  imme- 
diately declared  their  willingness  to  accept  the 
same  proposals.  They  believed  that  most  of  the 
others  interested  would  come  into  the  same  ar- 
rangement. After  a  few  days*  delay,  persons 
whose  principal  amounted  to  the  further  sum  of 
£39,775  came  in.  Those  who  agreed  to  these 
proposals  were  chiefly  the  assigns  of  the  bankers, 
and  their  creditors.  The  bankers  themselves 
declined  to  join  in  the  arrangement,  for  fear  it 
might  prejudice  their  case  in  the  Exchequer. 
When  the  committee  who  brought  up  this  report 
to  the  House  first  met,  a  proposal  was  made  to 
them,  that  certain  parties  were  ready  to  subscribe 
a  million,  on  condition  of  receiving  £65,000  a 
year,  of  which  £5,000  was  to  be  for  management, 
and  the  rest  for  interest,  and  that  their  bills  of 
property,  or  stock,  should  have  a  forced  currency^ 
or  be  made  legal  tender,  in  which  case  they  offered 
to  advance  £200,000  in  cash,  to  be  ready  as  a 
Bank,  to  exchange  such  current  bills  as  should  be 
demaiided  of  them,  to  give  them  credit,  and  sup- 
port their  circulation,  and  that  they  should  re- 
ceive 5  per  cent,  on  that  sum.  This  scheme  was 
devised  by  Air.  William  Paterson,  and  supported 
by  several  wealthy  merchants  in  the  city.  The 
committee  declined  to  receive  the  proposal  for 
giving  a  forced  currency  to  this  stock,  but  they 
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were  quite  willing  to  receive  such  a  plan,  and 
make  the  stock  transferable  at  pleasure.  The 
proposal  broke  off  upon  this  difference.  Paterson 
and  some  of  his  friends  were  willing  to  waive  the 
forced  currency  of  the  stock,  but  nothing  came  of 
it.  Such  was  the  first  effort  of  Paterson  to  found 
a  National  Bank.  After  this  failure  no  further 
proposal  was  made  till  the  beginning  of  1694, 
when  the  increasing  public  necessities  made  the 
ministry  attempt  to  start  such  another  project. 
Paterson  must  evidently  have  been  a  person  of 
some  weight  and  consideration,  for  the  ministry 
sent  for  him  again,  and  requested  him  to  organize 
another  plan.  His  second  project  was  to  raise  a 
capital  of  £2,000,000  at  7  per  cent,  interest.  His 
influence  obtained  forty  men  to  subscribe  £5,000 
each,  as  a  fund  to  circulate  £1,000,000  at  8  per 
cent.  The  Lords  of  the  Treasury,  however,  who 
were  accustomed  to  allow  40  per  cent,  discount, 
(equal  to  66.66  per  cent,  interest  I  discount) 
on  tallies  at  8  per  cent,  interest,  which  had  but 
four  or  five  years  to  run,  could  not  be  persuaded 
that  persons  would  subscribe  at  par,  to  a  fund 
which  had  no  positive  determination.  We  have 
seen  that  the  Government  of  Charles  II.  always 
borrowed  at  8  per  cent,  with  the  greatest  facility, 
until  he  robbed  the  bankers,  so  that  the  credit  of  the 
Government  of  William  III.  was  now  much  worse. 
This  plan  underwent  several  modifications,  but 
they  all  failed,  and  a  lottery  was  started  to 
supply  the  deficiency,  which  was  equally  abor- 
tive. Not  discouraged  by  the  failure  of  all  these 
attempts,  Paterson  persevered  and  formed  another 
project,  which  was  to  raise  and  circulate 
£1,200,000  upon  a  fund  of  £100,000  a  year. 
Some  party  jealousy  came  at  the  opportune 
moment  to  assist  him.  Mr.  Michael  Godfrey, 
brother  to  Sir  Edmundbury  Godfrey,  and  some 
persons  who  were  nettled  at  some  transactions 
with  the  East  India  Company,  now  took  Paterson 
up,  and,  in  effect,  supplanted  him,  for  though  he 
continued  to  advise  and  assist  in  the  direction  of 
the  measure,  Godfrey  stood  foremost  in  it,  and 
was  considered,  both  by  the  Ministers  and  the 
Parliament,  as  the  efficient  man,  on  whom  all  de- 
pended, and  to  whom  all  acknowledgments  were 
to  be  paid. 

70.  This  scheme  at  last  succeeded;  after  th^ 
details  had  been  settled  in  concert  with  the 
ministers,  it  was  brought  before  the  Privy  Coun- 
cil, and  long  and  anxiously  discussed  in  the  pre-  ' 
sence  of  the  Queen.  It  was  introduced  into  the 
House  of  Commons  by  Mr.  Montague,  who  after- 
wards played  such  a  conspicuous  part  in  the 
restoration  of  the  coinage,  and  the  first  great 
currency  debate  of  modern  times  (Montague). 
And  at  last,  after  passing  through  many  hair 
breadth  escapes,  and  being  more  than  once  on  the 
very  point  of  being  lost,  the  Act,  Statute  1694, 
c.  20,  was  passed,  by  which  the  Bank  of  England 
was  established. 

71.  Few  things  can  be  more  surprising  than 
that  a  system  which  had  been  in  operation  for 
centuries  in  Italy,  and  which  had  conduced  so 
much  to  the  stability,  nay,  even  to  the  existence 
of  so  many  of  the  Italian  governments,  had  not 
been  adopted  in  England  before  this  time.  The 
debt  created  by  the  establishment  of  the  Bank  of 
England  was  the  first  attempt  in  England  to 
raise  money  by  way  of  perpetual  annuities ;  and 
it  did  not  take  place  until  the  chief  power  in  the 
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state  had  finally  passed  away  from  the  Crown  to 
Parliament.  Only  thirteen  years  after  the  Revo- 
lution, the  king,  in  his  speech  to  Parliament, 
80th  December,  1701,  presses  the  House  of  Com- 
mons to  take  care  of  the  public  credit,  "  which," 
he  says,  "  cannot  be  preserved,  but  by  keeping 
sacred  that  maxim,  that  they  shall  never  be 
losers  who  trust  to  a  parliamentary  security.*' 
How  different  from  the  sentiments  of  preceding 
monarchs  I 

72.  The  Act  incorporating  the  Bank  of  Eng- 
land received  the  Royal  assent  on  the  25th  of 
April,  1694,  and  the  chief  provisions  in  it  (Sta- 
tute 1694,  c.  20)  are  as  foUows : — 

I.  After  providing  for  raising  certain  taxes 
mentioned  in  the  Act,  it  directed  that  the  sum  of 
£100,000  a  year  should  be  appropriated  to  the 
encouragement  of  persons  making  a  voluntary 
loan  (i.  e.  a  MonU)  of  jEI, 200,000,  for  the  pur- 
pose of  carrying  on  the  war  with  France,  in  the 
following  manner. 

II.  The  Crown  might  appoint  commissioners 
to  receive  subscriptions  for  the  sum  of  £1,200,000, 
before  the  1st  August,  1694,  from  any  person 
native  or  foreign,  bodies  politic  or  corporate,  to 
be  paid  into  the  Exchequer,  and  the  said  sum  of 
£100,000  per  annum  was  set  apart,  to  be  paid  to 
the  use  of  the  subscribers,  their  heirs,  successors, 
or  assigns.    ♦    ♦    ♦ 

III.  The  Crown  was  empowered  to  authorize, 
by  Letters  Patent,  the  subscribers  to  the  loan  to 
assign,  and  transfer  their  stock  and  interest,  and 
to  prescribe  the  manner  of  doing  so,  and  to  erect 
them  into  a  corporation,  to  be  called  the  Governor 
and  Company  of  the  Bank  of  England,  with  all 
the  usual  privileges  of  a  corporation,  together 
with  the  power  to  acquire  and  hold  lands,  rents, 
tenements,  and  hereditaments  of  all  descriptions, 
in  as  full  a  manner  as  any  private  individual, 
subject  to  a  proviso  of  redemption. 

IV.  That  in  case  the  whole  sum  of  £1,200,000 
should  not  be  paid  into  the  Exchequer  by  the  1st 
January,  1695,  then  the  payment  to  the  sub- 
scribers should  only  be  at  the  rate  of  8  per  cent, 
on  the  sum  advanced ;  and  that  at  any  time  after 
the  1st  August,  1705,  upon  Parliament  giving 
twelve  months'  notice,  and  repaying  the  whole  of 
the  debt  due,  the  Corporation  should  cease  and 
determine. 

V.  No  single  person  was  to  subscribe  more 
than  £20,000,  and  one-fourth  was  to  be  paid 
down  at  the  time  of  subscription,  and  the 
remainder  before  1st  January,  1695;  in  case  of 
non-payment  of  the  remainder,  the  first  instal- 
ment to  be  forfeited  to  the  Crown. 

VI.  Unless  at  least  one  half  of  the  capital 
was  subscribed  before  the  1st  August,  the  sub- 
scribers were  not  to  be  made  a  corporation,  but 
those  who  had  subscribed  might  transfer  their 
stock  and  annuities  as  individual  creditors  of  the 
Crown. 

Vn.  The  Corporation  was  strictly  forbidden 
to  borrow  or  give  security  by  bUl,  bond,  cove- 
nant, or  agreement,  under  their  common  seal,  for 
any  sums  exceeding  £1,200,000,  except  they 
were  allowed  to  do  so  by  Act  of  Parliament. 
In  case  they  exceeded  this  limit,  the  proprietors 
were  to  be  liable  in  their  private  capacities. 

Vin.  The  Corporation  were  allowed  to  deal 
in  bills  of  exchange,  to  buy  or  sell  bullion,  gold 
and  silver,  to  lend  money  on  the  security  of 


goods  and  wares,  and  merchandize,  and  if  the 
loan  was  not  repaid  within  three  months  of  the 
time  agreed  upon,  to  sell  such  goods ;  and  to  sell 
goods  the  produce  of  their  own  lands. 

IX.  But  they  were  strictly  forbidden,  either 
directly  or  indirectly,  to  deal  or  trade,  or  to 
permit  any  one  on  their  behalf  to  deal  or 
trade  with  any  of  the  money,  stock,  or  effects  of 
the  Corporation,  in  buying  or  selling  any  gooda, 
wares,  or  merchandize,  under  the  penalty  of 
forfeiting  treble  the  value  of  the  goods  to  any 
common  informer. 

X.  All  the  bills,  obligatory  and  of  credit, 
under  the  seal  of  the  Corporation,  made  or  given 
to  any  person,  might,  by  indorsement  of  such 
person,  be  freely  assigned  to  any  person  who 
should  voluntarily  accept  them,  and  so  by  such 
assignees  toties  ^ft'et,  by  indorsement  thereon, 
and  all  such  assignees  might  sue  thereon,  in  their 
own  names. 

XI.  That  if  the  Corporation  should  purchase 
any  Crown  lands  or  advance  any  money  to  the 
Crown  whatever,  except  by  the  special  permission 
of  Parliament,  they  should  forfeit  treble  the  value 
of  all  such  advances,  one-fifth  to  any  common 
informer,  and  the  remainder  to  the  public 

Xn.  All  fines,  amerciaments,  and  judgments 
recovered  against  the  Corporation,  might  be  p^d 
by  the  officers  of  the  revenue,  out  of  the  annuity 
of  £100,000. 

In  pursuance  of  this  Act,  a  commission  to 
receive  subscriptions  was  nominated  on  the  15th 
June,  the  whole  stock  was  subscribed  for  in  ten 
days,  and  the  Charter  of  Incorporation  was  issued 
on  the  27th  July. 

73.  This  great  experiment  was  regarded  with 
some  doubt  and  misgiving,  even  by  its  zealous 
supporters,  they  feared  it  could  hsjrdly  be  snc- 
cessftil  with  so  moderate  an  interest  as  8  per 
cent.  But  several  very  numerous  classes  of 
people  regarded  it  with  the  utmost  detestation. 
The  usurers,  whose  inordinate  gains  were  checked, 
were  filled  with  rage.  Some  said  it  would 
become  a  gigantic  monopoly,  engross  all  the 
money  in  the  kingdom  to  itself,  and  combine 
with  the  king  to  set  up  a  despotism.  Some 
inveighed  against  its  granting  interest,  which 
they  said  would  draw  away  money  from  trade, 
quite  forgetting  that  all  the  private  bankers  gave 
interest,  and  not  perceiving  in  the  blindness  of 
their  passion,  that  if  the  Bank  allowed  interest  to 
its  customers,  it  must  advance  money  to  traders 
to  make  it.  Some  became  extremely  anxious  for 
the  mor^  of  the  nation,  which  were  to  be  placed 
in  extreme  peril  by  the  new  Bank.  Some  said 
that  Banks  and  Storks  were  only  to  be  found  in 
republics,  and  prophecied  a  revolution.  Some 
pretended  to  dislike  it,  for  fear  it  should  dis- 
appoint the  king  in  the  expected  supplies.  The 
domestic  enemies  of  the  government  were  furious 
against  it,  because  they  saw  how  enormously  it 
would  strengthen  the  new  dynasty. 

74.  We  must  now  make  a  few  extracts  firom  a 
a  pamphlet  entitled,  A  brief  Account  of  the 
intended  Bank  of  England^  1694,  said  to  be  by 
Mr.  Michael  Godfrey,  which  will  illustrate  the 
view  we  have  given  of  the  meaning  of  the  word 
Bank,  as  well  as  the  effects  which  were  expected 
to  be  produced  by  it.  He  says,  p.  1, — ^''The 
want  of  a  Bank  or  public  fund,  for  the  convenience 
and  security  of  great  payments,  and  the  better  to 
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iadlitate  th«  circulation  of  money,  ftc.**  He  also 
notices  the  common  objections  to  the  institution 
of  a  Bank — **Bat  all  this  while  our  more  re- 
fined politicians  assnred  us  that  we  must  never 
think  of  settling  Banks  in  England  without  a 
commonwealth ;  and  this  notion  became  so 
nniyersal,  that  it  was  a  matter  of  derision  for 
anj  one  to  seem  of  a  contrary  opinion.**  He 
then  confutes  the  supporters  of  the  Land  Bank 
schemes,  and  of  inconvertible  paper  currency, 
^  They  now  run  from  their  new  misteJce  to  an  old 
one,  Uiat  the  stamp,  or  denomination,  gives  or 
adds  to,  the  value  of  money.  With  this  they  re- 
solved to  run  counter  to  aH  mankind,**  and  he 
repudiates  all  idea  of  a  paper  currency  not  based 
on  gold  and  silver,  p.  9.  "  It  is  necessary  to  pre- 
mise, whatever  our  notionists  may  imagine  to  the 
contrary : — 

*'  L  That  all  money ^  or  credit^  not  hiving  an  in" 
trimsie  value^  to  answer  the  contents  or  denomination 
thereof^  is  false  and  counterfeity  and  the  loss  must 
fall  one  where  or  the  other, 

**  II.  TTiat  the  species  of  gold  and  silver  being  ac' 
eepied  and  chosen  hy  the  commercial  world  for  the 
standard^  or  measure  of  other  effects^  everything 
else  is  only  counted  valuable^  as  comparea  tuith 
these. 

"HL  Wherefore^  all  credit  not  founded  on 
the  universal  species  of  gold  and  silver  is  impradi' 
cabUf  and  can  never  subsist — neither  safety,  nor 
long-— at  least,  till  some  other  species  of  credit  be 
fotmd  out  and  chosen  by  the  trading  part  of  man- 
kindf  over  and  above,  or  in  lieu  thereof. ^^ 

After  describing  the  rise  of  interest,  and  the 
necessities  of  the  government,  he  says — "For 
remedy  of  which,  it  was  proposed  soine  years  ago, 
that  a  pnblic  transferable  fund  of  interest  should 
be  established  by  Parliament.  •  »  »  In  this 
manner  it  was  proposed  that  the  constitution  of 
this  limd,  should,  in  the  practice,  answer  the  end 
of  a  public  transferable  fund  of  interest,  of  a 
Bank,  and  of  a  public  Lombard  at  once.**  And 
again,  p.  5, — ''AH  this  while  the  name  of  a  Bakk 
or  CoBFOBATioN  was  avoided."  So,  p.  7, — "But 
though  the  gilded  name  of  a  Bank,  and  the 
popiQar  one  of  a  Corporation,  &c.**  So,  p.  9, — 
"  Others  of  the  learned  tell  us  that  this  Bank,  or 
Fund,  will  be  so  profitable.**  And  he  clearly 
points  out  what  advantage  it  would  have  in  aug- 
menUng  the  currency,  p.  17,  "And  if  the  pro- 
prietors of  the  Bank  can  circulate  their  foun- 
dation of  £1,200,000,  without  having  more  than 
two  or  three  hundred  thousand  lying  dead  at  one 
time  or  with  another,  this  Bank  wSl  be  in  effect 
as  X900,000,  or  a  million  of  fkbsh  monst 
brought  into  the  nation,  and  £900,000  or  a  million 
that  must  have  been  employed  in  doing  what  the 
Bank  will  apply,  may  be  employed  to  other 
purposes.**  Thus  we  see  that  the  express  inten- 
tion of  the  founders  of  the  Bank,  uhis  to  increase 
the  quantity  of  the  currency,  and  that  such  an 
idea  as  the  currency  principle,  or  that  the  notes 
in  circulation  should  only  be  equal  to  the  coin 
they  disphiced,  is    not  countenanced  by  them. 

(CUBBBHCT  FbiNCIPI^). 

75.  The  institution  of  the  Bank  was  followed 
immediately  by  the  greatest  relief  to  the  financial 
distresses  of  the  government.  The  war,  which 
had  loi^  been  languishing,  was  prosecuted  with 
renewed  vigour.  AU  contemporary  accounts 
agree  as  to  the  flourishing  condition  of  the  Bank, 


for  the  first  eighteen  months  of  its  existence. 
We  must  direct  the  attention  of  our  readers  to  a 
pamphlet  published  by  Mr.  Michael  Godfrey,  in 
June  or  July,  1695,  (Godfkbt,  Michabi<),  be- 
cause it  will  be  found  that  this  pamphlet  con- 
tains statements  of  fact,  which  are  of  great  im- 
portance in  the  theory  of  the  currency.  And  the 
circumstances  of  an  event  which  we  shall  shortly 
come  to,  are  dwelt  upon  by  the  Bullion  Report, 
(BuiiUON  Repobt),  and  by  Sir  Robert  Feel,  in 
his  speech  in  introducing  his  Bank  Act  of  1844, 
(PsEL,  SiB  Robebt),  and  therefore  they  are  of 
great  historical  importance. 

76.  We  have  shewn  elsewhere,  (Coinaqb), 
the  disgraceful  condition  in  which  the  silver 
coinage  was  at  this  period.  We  have  shewn  that 
it  had  been  gradually  getting  worse  during  the 
reign  of  James  II.,  and  WilSam  in. ;  and  that 
guineas,  which  were  current  for  2 Is.,  after  their 
first  appearance,  gradually  rose  tiU,  in  1695,  they 
were  usually  current  at  30s.  each,  from  the 
clipped,  worn,  and  debased  state  of  the  silver 
money.  The  Bank  of  England  differed  in  this 
respect  from  the  Bank  of  Venice,  that  in  the 
latter  Bank,  the  quantity  of  bullion  in  the  coins 
deposited  by  its  customers  was  weighed,  and  they 
only  received  credit  for  the  actual  amount  of  that. 
Consequently,  it  never  could  be  called  upon  to 
pay  more  bullion  than  it  actually  received.  But 
the  Bank  of  England  had  not  the  same  foresight. 
It  received  the  coins  at  their  nominal  value,  and 
its  notes  were  payable  on  demand ;  consequently, 
if  it  received  a  depreciated  coinage,  and  paid  its 
notes  in  a  full-weighted  one,  it  thereby  paid 
more  bullion  than  it  received,  and  thereby  incurred 
a  manifest  loss,  and  a  process  of  this  kind  con- 
tinued for  any  length  of  time  must  necessarily 
have  brought  on  a  stoppage. 

77.  The  Bank  of  England  was  a  Whig  pro- 
ject, and  had  been  eminently  successful  in  sup- 
porting the  government  in  the  prosecution  of  the 
war.  But  it  had  no  monopoly  created  in  its 
favor.  We  have  already  seen  that  multitudes 
of  projects  of  Banks  were  afloat  at  this  time. 
Among  others,  there  was  one  promoted  by  a 
knot  of  persons,  who  were  in  many  respects  the 
precursors  of  John  Law.  The  most  notorious  of 
them  were  Asgill,  Briscoe,  and  Chamberlen,  (As- 
oiUi,  Bbiscob,  CHAMBEBiiBB  V  Chambcrleu  had . 
matured  a  scheme  for  establishing  a  Bank  of 
Credit  upon  land,  and  on  the  7th  of  December, 
1693,  he  and  others  presented  a  petition  to  the 
House  of  Commons,  praying  for  leave  to  erect  it. 
This  petition  was  referred  to  a  committee,  who 
reported  on  the  5th  February,  1694,  that  it  was 
practicable,  and  likely  to  be  beneficial  to  the 
nation.  Fortunately,  however,  it  went  no  fur- 
ther. The  undoubted  success  of  the  Bank  of 
England  stimulated  the  efforts  of  this  party,  and 
the  plan  was  again  brought  forward.  King  Wil- 
liam*s  government  were  at  this  time  formed  of  a 
mixture  of  Whigs  and  Tories.  The  Tories 
warmly  patronized  the  new  scheme.  The  capital 
of  the  new  Bank  was  to  be  £2,564,000,  which 
was  to  be  advanced  to  government  on  the 
same  principle  as  the  Bank  of  England,  but  its 
trading  capital,  notes,  &c.,  were  to  be  advanced 
solely  to  landowners,  for  the  cultivation  of  the 
land,  at  3  per  cent.  It  was,  therefore,  called  a 
Land  Bank.  The  friends  of  the  Bank  of  Eng- 
land,  who  thought  that  they  had  a  virtual,  if  not 
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an  expressed  monopoly,  warmly  opposed  it.  Bnt 
the  country  gentlemen  were  dazzled  with  the 
idea  of  obtaining  an  unlimited  quantity  of  money, 
at  3  pjBT  cent.,  when  they  usually  paid  three  or 
four  times  as  much.  The  government  were  too 
anxious  to  have  such  a  timely  assistance  to  carry 
on  the  war,  and  by  these  means  an  Act  was 
passed  for  its  establishment  in  April,  1696. 

78.  The  rivalry  between  the  supporters  of  the 
two  Banks  was  now  inflamed  to  the  highest 
degree.  We  have  shown  the  prostration  of  trade 
during  the  time  the  silver  coinage  was  called  in 
to  be  recoined  (Coinage,  Eveltk),  and  before 
there  was  a  sufficient  abundance  re-issued.  The 
success  of  the  Bank  of  England  had  also  enraged 
the  private  bankers  and  money  dealers,  whose 
profits  it  diminished^  All  its  enemies  now  made 
a  combined  movement  to  destroy  it.  They  col- 
lected its  notes  in  all  directions,  and  on  the  5th 
May,  1696,  they  suddenly  presented  for  payment 
£30,000  of  notes.  The  Directors,  after  a  solemn 
deliberation,  knowing  the  purpose  for  which 
they  were  presented,  between  twelve  and  one 
o'clock  BEFU8BD  PAYMENT  of  thesc  uotes,  but  con- 
tinued their  payments  to  their  ordinary  cus- 
tomers. As  the  whole  transaction  was  thoroughly 
understood  by  the  public,  this  suspension  of  pay- 
ments did  not,  at  first,  have  much  efiect  upon  the 
value  of  their  notes,  notwithstanding  all  the 
efibrts  of  their  enemies,  who  went  about  crying 
that  the  Bank  was  destroyed.  But  the  extreme 
scarcity  of  the  silver  coin  still  continuing,  they 
were  obliged  to  make  a  general  suspension,  and 
they  gave  notice  that  they  would  only  pay  cash 
by  instalments  of  10  per  cent.,  once  a  fortnight; 
and  they  could  not  maintain  even  that  payment, 
but  were  obliged  to  reduce  it  to  3  per  cent,  once 
in  three  months. 

79.  But  the  finances  of  the  state  were  thrown 
into  a.  state  of  complete  disorder  by  the  total 
failure  of  the  Land  Bank  (Land  Bank).  Great 
arrears  were  due  in  every  branch  of  the  public 
service,  some  ftinds  were  wholly  deficient,  others 
produced  much  less  than  was  calculated.  More- 
over, the  Bank  itself  had  not  seen  wherein  the 
true  functions  of  Banking  consisted.  They  gave 
notice  in  the  Gazette  that  they  would  lend  money 
on  plate,  lead,  tin,  copper,  steel,  and  iron,  at 
4  per  cent,  per  annum.  Much  of  their  funds 
were  locked  up  in  these  advances.  The  conse- 
quence was,  that  their  notes  soon  fell  to  a  dis- 
count of  20  per  cent.  When  Parliament  met  in 
October,  1696,  Exchequer  tallies  were  at  40,  50, 
and  60  per  cent,  discount,  Bank  notes  at  20  per 
cent.  But  at  this  time  the  Exchanges  webe 
KESTOBED  TO  PAB,  iu  cousequeucc  of  the  new 
money  from  the  Mint  coming  into  circulation 
more  freely.  We  must  beg  to  call  the  special 
attention  of  our  readers  to  this  fact,  which  will 
be  found  to  be  of  great  importance,  that  in  Octo- 
ber^ 1 696,  while  Bank  Notes  uyere  at  20  per  cent, 
discount,  the  Exchanges  were  at  par  (Cabt,  John). 
This  fact  is  of  decisive  authority  in  the  theory  of 
the  Currency    (Bullion   Repobt;    Peel,    Sib 

ROBEBT). 

80.  When  Parliament  met  in  October,  1696, 
it  ordered  the  amount  of  arrears  to  be  laid 
before  it,  when  there  appeared  to  be  the  enormous 
sum  of  £6,000,459,  more  than  all  the  current 
coin  in  the  kingdom  was  supposed  to  amount  to. 
But  these  trying  circumstances  only  called  forth 


their  patriotic  spirit  with  increased  force.  They 
immediately  passed  a  vote  that  they  would^  not 
alter  the  standard  of  the  gold  and  silver  coin  in 
fineness,  weight,  or  denomination,  and  that  they 
would  make  good  all  deficiences  in  the  funds. 

81.  When  the  Bank  of  England  waa  sub- 
jected to  the  mortification  of  declaring  a  partial 
suspension  of  payments,  it  endeavoured  to 
retrieve  its  credit  by  making  two  calls  of  20 
per  cent,  each  upon  its  proprietors,  the  second 
of  which  was  payable  on  the  20th  November. 
These  measures,  however,  were  not  effectual. 
The  calls  were  not  promptly  paid,  and  their 
funds  were  locked  up.  In  February,  1697, 
Parliament  had  to  take  in  hand  the  ^^^ 
business  of  restoring  public  credit,  namely  Bank 
notes  and  Exchequer  tallies.  On  the  3rd  of 
February,  1697,  it  agreed  to  increase  the  capital 
stock  of  the  Bank,  by  receiving  new  subscrip- 
tions, which  were  to  be  made  good  by  tallies 
and  Bank  notes.  An  Act  for  this  purpose  was 
passed.  Statute  1697,  c.  20.  The  chief  provisions 
were  as  follows : — 

I.  All  persons,  natives  or  foreigners,  bodies 
X>olitic  or  corporate,  might  subscribe  to  the  new 
stock,  and  the  subscriptions  might  be  paid  four- 
fifths  in  Exchequer  tallies,  and  one-fifth  in  Bank 
notes,  upon  which  the  Crown  would  allow  8  per 
cent. 

II.  Before  the  24th  July,  1697,  the  capital 
stock  of  the  Bank  was  to  be  estimated,  and  to 
be  made  up  to  100  per  cent. ;  any  deficiency  was 
to  be  made  up  rateably  by  the  proprietors,  and 
any  overplus  to  be  rateably  paid  back  to  them. 

III.  All  such  subscribers  were  to  be  incor- 
porated with  the  proprietors  of  the  old  stock. 

IV.  The  time  when  the  Crown  might  put  an 
end  to  the  Corporation  was  prolonged  to  twelve 
months  after  the  1st  August,  1710,  andrepayment 
of  all  Parliamentary  debts. 

V.  It  waa  enacted,  that  during  the  continu- 
ance of  the  Corporation  of  the  Governor  and 
Company  of  the  Bank  of  England,  no  other 
bank,  or  any  other  corporation,  society,  fellow- 
ship, company,  or  constitution,  in  the  nature  of 
a  Bank,  should  be  erected,  or  established,  per- 
mitted, suffered,  countenanced,  or  allowed,  by 
Act  of  Parliament,  within  this  kingdom. 

VI.  The  Bank  was  allowed  to  extend  its 
issues  of  notes  beyond  the  original  capital  of 
£1,200,000,  to  the  amount  of  new  capital,  which 
should  be  subscribed,  provided  that  they  were 
made  payable  to  bearer  on  demand,  and  in  case 
they  made  default  in  such  payment,  they  might 
be  paid  on  presentment  at  the  Exchequer,  out  of 
the  annuity  due  to  the  Bank.  All  notes  above 
the  sum  of  £1,200,000,  were  to  bear  a  dis- 
tinguishing mark. 

VII.  All  the  property  of  the  Bank  was  ex- 
empted from  taxes. 

Vin.  Bank  Stock  was  to  be  personal  pro- 
perty, and  not  real. 

IX.  It  was  made  felony  to  forge  or  counter- 
feit any  Bank  note,  or  obligation  under  the  com- 
mon seal,  or  to  alter,  or  erase,  any  indorsement 
on  such  a  bill  or  note. 

X.  Bank  Stock  was  exempted  from  any 
foreign  attachment. 

XI.  The  debts  of  the  Corporation  were  fbr- 
bidden  to  exceed  their  capital  stock ;  if  they  did 


BANEIHG  IN  ENGLAND. 


BANKING  IN  ENGLAND. 


85 


so,  the  members  were  to  be  liable  in  their  private 
caMcitj. 

XII.  AU  persons  were  forbidden  to  buy  or 
aeO  tallies,  at  more  than  the  legal  rate  of  interest, 
under  the  penally  of  forfeiting  treble  the  yalne 
of  the  money. 

82.    Snch  were  the  measnres  taken  to  restore 
the  credit  of  the  Bank.    And  we  observe  that  their 
owM  depreciated  notes  were  taken  as  payment^  and 
treated  as  cash  in  the  new  subscrtpiian,    Ajid  not 
<mly  that,  bnt  they  were  allowed  to  issne  fresh 
notes  upon  these  depreciated  notes  and  exchequer 
tallies,  as  capital.    These  facts  illustrate  some 
snbtle  points  in  the  theory  of  Credit  (Bank 
NoTB,  CBBnrr,  Patmsmt).    The  public,  how- 
ever, were  still  grievously  suffering  from  want 
of  a  circulating  medium,  during  the  slow  progress 
of  the  re-coinage.    The  Bank  did  not  issue  notes 
below  X20,  which  were  of  little  use  for  the  ordi- 
nary purposes  of  daily  life.    Montague,  the  Chan- 
cellor of  the  Exchequer,  hit  upon  the  plan  of 
issuing  Exchequer  bills  for  £10  and  £5.    These 
bills,  at  first,  passed  at  a  small  discount,  but 
upon   a  second   issue   £7  12s.  per  cent,  was 
aUowed,  and  they  were  received  in  payment  at 
par.    They  soon  rose  to  par.    The  treasury  was 
authorized  to  contract  with  any  persons  to  cash 
these  bills  on  presentment,  allowing  them  a  mode- 
rate premium.    They  were  allowed  10  per  cent. 
at  first,  bnt  the  Exchequer  bills  soon  rose  above 
par,  and  then  the  interest  wa^  reduced  to  4  per 
cent.    Under  this  Act,  upwards  of  £2,000,000  of 
Exchequer  bills  were  issued.    These  measures 
produced  their  effects  very  slowly ;  for  in  May, 
l$97y  the  Bank  called  upon  those  persons  who 
were  in  arrear  of  the  calls  due  in  the  previous 
November,  as  also  those  indebted  to  them  on 
mortgages,  pawns,  notes,  bills,  or  other  securities, 
to  pa^  in  the  said  20  per  cent.,  and  the  principal 
and  interest  of  these  securities,  by  the  Ist  of 
June  next.    And  at  the  end  of  that  month.  Bank 
note    were  still  at  a  discount  of  13  and  14  per 
cent.    From  that  time  things  gradually  mended. 
The  new  subscriptions  to  the  Bank,  under  the 
Act,  amounted  to  £1,001,171  10s.;  £200,000  of 
Bank  notes  and  £800,000  of  Exchequer  tallies 
being  taken  out  of  circulation,  and  received  at 
psr  in  the  subscription,  raised  the  value  of  the 
renuunder,  and  by  the  end  of  the  year  Bank 
notes,  which  bore  no  interest,  were  at  par,  and 
the  bills,  which  bore  interest,  were  at  a  premium. 

83.  We  have  felt  it  necessary  to  be  thus  mi- 
nute and  circumstantial  in  the  account  of  this  great 
monetary  crisis,  because  it  is  of  very  great  im- 
portance in  the  theory  of  the  currency,  and 
because  it  has  been  very  prominently  noticed  in 
the  Bullion  Report ;  and  it  will  be  necessary  for 
ns  to  examine  the  account  of  it  given  there,  in 
its  proper  place  (Bui.i.ion  Rbpokt),  because  it 
was  prominently  brought  forward  by  Sir  Robert 
Peel,  in  his  speech  in  bringing  in  his  Bank  Act 
of  1844. 

84.  The  political  troubles  at  the  commencement 
of  the  next  century  placed  the  Bank  in  difficulties 
again,  in  1704  and  1707.  In  the  latter  year,  the 
revived  hopes  of  the  Jacobites,  which  were 
encouraged  by  Louis  XIV.,  threw  the  country 
into  a  panic.  The  public  Stocks  sank  14  to  15 
per  ooit.  The  enemies  of  the  dynasty,  and  the 
enemies  of  the  Bank,  combmed  to  make  a  run 
upon  it.    The  private  bankers  tried  to  swamp 


their  great  rival,  and  Sir  Francis  Child  pretended 
to  refuse  its  notes.    But  it  must  not  be  denied, 
that  it  was  alleged  that  the  Bank  itself  had  been 
guilty  of  these  unworthy  tricks.    It  is  said,  in  a 
pamphlet  entitled,  A  short  View  of  the  apparent 
Dangers  and  Mischief  of  the  Bank  of  England : — 
'*  Bnt  it  must  not  be  denied,  that  their  too  great 
credit  has  been  often  employed  for  oppressing 
others.    The  gentlemen  that  have  had  the  ma- 
nagement of  the  Bank  have  too  often  given  speci- 
mens of  their  tyramiy;  and  I  could  tell  you, 
when  by  running  on  a  certain  goldsmith  with 
intent  to  ruin  him,  and  by  him  the  credit  of  his 
neighbours,  they  gave  such  a  shock  to  credit  in 
general,  that  they  themselves  suffered  severely, 
in  their  own  contrivances.*'    The  msdlcious  pro- 
ceedings, however,  of  its  enemies  called  forth  an 
equal  amount  of  ardour  from  the  government 
and  its  friends.    Several  of  the  highest  nobility 
came  forward  to  lend  money  to  the  Corporation, 
and  the  Queen  lent  it  her  warmest  support.    The 
Directors  made  a  call  of  20  per  cent,  on  their 
proprietors,  and   by  these  means   surmounted 
their  difficnlties,  and  restored  their  credit. 

85.  In  1709,  the  government  were  again  in  a 
state  of  great  pecuniary  embarrassment.  The  pro- 
duce of  the  taxes  scarcely  covered  one  half  of  the 
expenses.  In  this  extremity,  the  ministry  turned 
to  the  Bank  of  England,  and,  by  mutual  arrange  ■ 
ment,  the  following  terms  were  proposed,  and 
accepted  by  Parliament : — 

I.  That  the  interest  upon  their  original  stock 
of  £1,200,000  be  reduced  to  6  per  cent.,  with  an 
allowance  of  £4,000  for  managing  the  debt. 

II.  That  they  were  to  advance  a  further  sum 
of  £400,000  at  6  per  cent,  interest. 

III.  That  they  should  be  allowed  to  double 
their  present  capital  of  £2,201,171  lOs.,  at  the 
price  of  115  per  cent,  for  the  new  stock.  Upon 
which  they  agreed  to  circukte  £2,500,000  of 
Exchequer  bills,  and  receive  an  allowance  of  6 
per  cent. ;  one  half  for  interest,  and  the  other  for 
repayment  of  the  principal,  and  that  no  more 
Exchequer  bills  should  be  issued  without  the 
consent  of  the  Bank. 

IV.  That  their  privileges  as  a  corporation 
should  be  continued  for  21  years  from  the  1st  of 
August,  1711. 

86.  The  subscription  lists  for  the  new  stock 
were  opened  on  the  22ud  February,  1 709,  at  nine  in 
the  morning,  and  by  one  o'clock  the  whole  sum 
was  subscribed  at  the  premium.  And  a  million 
more  might  have  been  subscribed  before  evening 
if  there  had  been  room. 

87.  But  a  still  more  important  monopoly  was 
created  in  favour  of  the  Bank  by  this  Act.  The 
Act  of  1697  had  only  provided  that  no  other 
Bank  should  be  sanctioned  by  Parliament.  It 
did  not  prevent  any  private  joint  stock  bank 
being  formed,  nor  any  other  corporation  or  com- 
pany setting  up  banking  business.  Joint  stock 
banks  were  perfectly  legal  by  common  law.  But 
yet  they  were  deemed  so  essentially  affairs  of 
state,  that  amid  all  the  joint  stock  projects  which 
were  started  in  1694,  no  one  appears  to  have 
thought  of  a  joint  stock  bank.  But  about  1708 
a  company  called  the  Mine  Adventurers  of 
England,  at  the  head  of  which  was  Sir  Huniphry 
Mackworth,  and  which  included  several  of  the 
nobility,  commenced  doing  all  sorts  of  banking 
business,  issuing  notes,  &c.    To  put  a  stop  to 
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this,  the  clause  already  quoted,  §  1 5,  waa  inserted, 
prohibiting  any  company  of  more  than  six  persons 
doing  banking  business,  that  t>,  issuing  notes  pay- 
able to  bearer  on  demaml,  or  at  any  less  period 
than  six  months.  And  the  Bank  were  strictly 
forbidden  to  issue  notes  to  a  larger  amount  than 
their  capital  stock. 

88.  The  financial  difficulties  of  the  goyemment 
at  the  Peace  of  Utrecht,  in  171 3,  made  it  necessary 
to  have  recourse  to  the  Bank  again.  They  agreed 
to  lend  the  government  £100,000  secured  upon 
Exchequer  bills,  at  8  per  cent.,  upon  receiving 
an  extension  of  their  charter,  which  had  still 
twenty  years  to  run.  By  the  first  Statute  1718, 
c.  11,  its  existence  as  a  corporation  was  prolonged 
to  twelve  months*  notice,  to  be  given  after  the  Ist 
August,  1742,  and  the  payment  of  £1,600,000. 
By  a  second  Statute  that  year,  they  were  autho- 
rized to  lend  money  upon  South  Sea  Stock. 

89.  In  1716  an  Act,  (Statute  1716,  c.  8)  was 
passed  to  redeem  and  modify  several  of  the  public 
debts  due  to  the  Bank,  but  not  altering  their  privi- 
leges in  any  way,  and  to  make  further  advances  at  5 
per  cent.  They  were  also  authorized  to  make 
such  calls  as  they  pleased  upon  their  proprietors. 
They  were,  besides,  exempted  from  the  operation 
of  the  usury  laws.  They  were  authorized,  "at 
their  own  good  liking"  to  borrow,  or  take  up 
money,  at  any  rate  of  interest  they  pleased, 
above  the  legal  rate,  upon  their  bills,  bond,  or 
any  obligation  under  their  common  seal,  or  upon 
credit  of  their  capital  stock,  for  any  time,  or  to  be 
paid  on  demand.  In  this  Act  the  clause  pro- 
hibiting any  banking  partnership  of  more  than 
six  members  was  repeated.  The  public  debts  due 
to  the  Bank  were  consolidated  at  an  annual 
interest  of  5  per  cent.,  and  its  existence  was 
prolonged  indefinitely,  until  all  these  annuities 
and  debts  were  discharged. 

90.  Up  to  the  year  171 1,  all  the  permanent  debt 
contracted  by  the  government  consisted  of  Baiik 
of  England  Stock.  The  Bank  had  always  hitherto 
been  allowed  to  create  an  equal  number  of  notes 
to  replace  the  money  thus  withdrawn  from  com- 
merce. That  is,  each  loan  to  government  was 
attended  with  an  augmentation  of  currency  to  an 
equal  amount.  Now,  to  a  certain  extent  this 
plan  might  be  attended  with  no  evil  consequences, 
but  it  is  perfectlymanifest  that  its  principle  is 
utterly  vicious.  There  is  nothing  more  wild  and 
absmtl  in  John  Law*s  theory  of  money  than 
this.  His  scheme  of  basing  a  paper  currency 
upon  land,  is  sober  sense  compared  with  it.  If 
for  every  debt  the  government  incurs^  an  equal 
anwunt  of  money  is  to  be  created^  why  here  we  have 
the  philosopher's  stone  at  once.  What  is  the  long 
sought  £1  Dorado  compared  to  this  ?  Even  in 
that  the  gold  required  to  be  picked  up,  and 
fashioned  into  coin.  Besides,  people  in  this 
country  would  have  to  go  round  the  globe  in 
search  of  it.  But  let  us  coollv  consider  the  prin- 
ciple involved  in  this  plan  of  issuing  notes  upon 
the  security  of  the  public  debt.  Stated  in  simple 
language,  it  is  this.  That  the  way  to  cbbatb 
money  is  for  the  government  to  borbow  money. 
That  is  to  say, — ^A  lends  B  money  on  mortgage, 
and  then,  on  the  security  of  the  mortgage,  A  is 
allowed  to  create  an  equal  amount  of  money  to 
what  he  has  already  lent  J !  Granting  that  to  a 
small  extent  this  may  be  done  without  any  prac- 
tical mischief,  yet  stated  as  a  general  principle, 


what  can  be  more  palpably  absurd  P  The  ravings 
0^  Chamberlen  himself  are  not  more  wild  (Cham- 
beblbnV 

91.  At  this  period  the  party  antagonistic  to  that 

which  founded  the  Bank  of  England  were  in 
power.  The  dismissal  of  the  Whigs  had  shaken 
public  credit.  The  unfunded  debt  of  the  State 
was  encmnous ;  it  amounted  to  nine  millions  and 
a  half.  Mr.  Harley  (afterwards  Earl  of  Oxford), 
the  Chancellor  of  the  Exchequer,  revived  the 
idea,  which  we  have  before  noticed  as  first  sug- 
gested by  Dr.  Chamberlen.  He  persuaded  a 
number  of  merchants  to  undertake  this  debt, 
upon  receiving  interest  at  6  per  cent.,  and  being 
incorporated  as  a  Company  for  82  years,  with 
the  exclusive  privilege  of  trading  to  the  South 
Seas.  This  was  hail^  by  his  party  at  the  time 
as  a  masterpiece  of  financial  wisdom.  Such  was 
the  origin  of  the  South  Sea  Company,  a  rival 
which  became  infinitely  more  dangerous  to  the 
Bank  of  England  than  the  Land  Bank  in  1696. 
In  1717,  the  government  determined  to  make  a 
strong  efibrt  to  reduce  the  national  debta.  Pro- 
posals were  invited  from  each  of  these  great 
Companies.  The  South  Sea  Company  proposed 
that  their  then  capital  of  £10,000,000  should  be 
augmented  to  £12,000,000;  that  the  additional 
£2,000,000  should  be  employed  in  redeeming 
several  public  debts,  and  among  these  the  BankersT 
debt;  that  the  interest  on  their  original  capital 
should  remain  at  6  per  cent.,  and  interest  at  5 
per  cent,  should  be  given  on  the  new  capital  till 
the  24th  June,  1718.  After  that  date,  interest  at 
6  per  cent,  should  be  allowed  on  the  whole 
capital.  That  the  duties  upon  which  such  inte- 
rest was  chargeable  should  be  continued,  and 
any  surplus  after  paying  them  should  be  applied 
to  redeem  other  public  debts.  That  all  sums  of 
principal  and  interest  might  be  redeemed  upon  a 
year's  notice,  after  24th  June,  1725.  That  their 
capital  and  stock  in  trade  should  be  exempted 
from  all  taxes  whatever. 

92.  The  Bank  of  England  proposed  that  their 
privileges  should  remain  untouched  till  1742,  as 
by  the  last  Act.  That  an  annuity  of  £106,500 
due  to  them,  should  be  reduced  to  £88,175  after 
the  25th  March,  1718.  They  offered  to  advance 
£2,000,000,  at  5  per  cent,  interest,  on  Exchequer 
bills,  redeemable  at  one  year's  notice  i^ter  1720, 
and  to  circulate  some  others  at  3  per  cent.  That 
the  interest  on  the  Exchequer  bills  they  held 
should  be  reduced  to  Id.  per  cent,  per  diem,  but 
that  no  more  should  be  issued  without  their  con- 
sent. They  were  further  willing  to  advance 
£2,500,000  for  the  public  service,  at  the  rate  of 
5  per  cent,  per  annum.  They  demanded  that 
their  privileges  should  continue  until  these  sums 
were  redeemed.    After  a  warm  debate,  the  pro- 

?osals  of  the  South  Sea  Company  were  accepted, 
'he  Bank  of  England  remonstrated  strongly,  and 
petitioned  Parliament,  reminding  them  of  their 
eminent  public  services,  and  requested  tiiat  all 
the  public  stocks  might  be  made  transferable, 
and  payable  at  the  Bank,  which  duty  they  under- 
took to  perform  without  any  profit  to  themselves, 
on  condition  that  no  further  taxes  should  be  laid 
on  their  capital,  or  upon  their  bills  and  notes. 
Upon  further  debate,  the  proposals  of  the  Bank 
of  England  were  acceptea,  as  well  as  those  of 
the  South  Sea  Company,  and  three  Acts  were 
passed  to  carry  them  into  effect.    But  the  South 
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Sea  Company  played  a  tramp  card.  They  in- 
vited the  Kmg  to  become  their  governor,  and 
having  well  bribed  his  fat  Crerman  mistress,  the 
Dach^  of  Kendal,  they  succeeded.  On  the  1st 
Febrnary,  1718,  an  Act  was  brought  in,  to 
remove  any  difficulties,  and  it  was  read  and 
passed  through  both  Houses  on  the  same  day, 
and  on  the  next  received  the  Royal  assent. 

93.  This  skirmish  between  these*  two  great 
Corporations,  in  1717,  was  but  the  prelude  to  a 
much  more  gigantic  contest  in  1720.  On  the 
23rd  November,  1719,  the  King  recommended 
the  state  of  the  public  debts  to  the  attention  of 
Parliament.  This  was  preliminary  to  the  intro- 
duction of  a  plan  to  Parliament,  which  the 
Ministry  and  the  South  Sea  Directors  had 
secretly  projected,  and  determined  to  bring  before 
the  House  before  any  opposition  could  l^  orga- 
nized against  it.  It  was  brought  in  on  the  22nd 
January,  1720.  The  details  are  given  in  the 
Parliamentary  History  (Vol.  VII.,  p.  536,)  and 
are  ranch  too  long  to  be  inserted  here.  But  the 
outline  was  as  follows: — ^They  estimated  the 
whole  of  the  public  debt  at  £30,981,712;  they 
proposed  to  buy  up  the  whole  of  these,  and  con- 
solidate them  into  one  fund,  which  was  to  be 
added  to  their  capital,  at  6  per  cent,  interest. 
For  these  privileges  they  offered  a  bonus  of 
£3,500,000  to  the  State,  payable  in  four  instal- 
ments, to  commence  at  Lady  day,  1721.  This 
astonnding  proposal  was  brought  before  the  House 
by  surprise,  but  its  terms  were  not  so  favourably 
received  as  was  expected,  and  gave  the  friends  of 
the  Bank  time  to  rally.  They  reminded  the 
House  of  the  great  and  eminent  services  it  had 
done  the  public,  and  obtained  tve  days'  delay. 

94.  The  Bank  determined  not  to  be  outdone 
in  andacity.  They  also  undertook  to  consolidate 
these  debts,  and  add  them  to  their  capital  Upon 
the  whole  it  was  calculated  that  their  proposal 
was  more  advantageous  to  the  nation,  by  about 
£2,000,000,  and  was  payable  in  less  time.  The 
South  Sea  Company  obtained  three  days*  delay 
to  amend  their  offer.  They  increased  the  bonus 
to  the  public  to  £7,967,500,  besides  other  minor 
p<nnt8.  The  Bank,  in  a  fit  of  wild  desperation, 
amended  their  offer,  The  chief  points  were  that 
for  every  £100  annuity  for  96  or  99  years,  they 
offered  £1,700  Bank  stock,  and,  after  the  24th 
June,  1727,  the  interest  on  the  whole  consolidated 
funds  should  be  reduced  to  4  per  cent,  absolutely, 
and  thenceforth  be  redeemable  by  Parliament. 

95.  The  contest  between  these  gigantic  rivals 
was  simply  which  was  to  devour  the  other.  The 
debate  was  long  and  fierce ;  Mr.  Robert  Walpole 
was  the  champion  of  the  Bank,  Mr.  Aislabie, 
Chancellor  of  the  Exchequer,  was  the  patron  of 
the  South  Sea  Company.  The  Bank  of  England 
was  no  where— on  the  2nd  of  April,  the  South 
Sea  Bfll  was  read  a  third  time,  and  passed  by  a 
majcHity  of  172  to  55.  Then  it  was  carried  up 
to  the  Lords.  The  debate  was  equally  animated, 
but,  as  usual,  less  garrulous ;  it  was  ended  in  a 
smgle  day,  and  the  victory  of  the  South  Sea 
Company  was  still  more  decisive  than  in  the 
Commons.  The  bill  passed  by  a  majority  of  83 
to  17.  The  king  closed  the  session  on  the  1 1th  of 
June,  and  congratulated  Parliament  on  the  good 
foundation  they  had  prepared  for  the  payment  of 
the  National  Debt,  without  violation  of  the 
puWcfidth. 


96.  The  price  of  South  Sea  Stock  on  the  7th 
April,  when  the  bill  passed,  was  £310,  next  day  it 
fell  to  £290.  On  the  12th,  the  directors  opened 
their  first  subscription  of  £1,000,000  at  £300  for 
every  £100,  having  first  propagated  the  most 
enormous  falsehoods  of  alleg^  trading  advan- 
tages they  had  secured  in  the  South  Seas.  Twice 
the  sum  was  subscribed,  and  in  a  few  days  the 
subscriptions  were  sold  at  double  the  price  of  the 
first  payment.  On  the  2nd  of  June  the  stock 
was  £890.  After  some  fluctuations,  the  Com- 
pany opened  their  books  for  a  third  subscription 
at  £1,000;  £4,000,000  were  taken  at  that  price, 
and  before  the  end  of  June,  the  stock  was  at 
£2,000.  The  price  of  Bank  stock  at  the  same 
time  was  £260.  The  two  following  months  were 
the  height  of  the  great  delirium.  By  the  middle 
of  July,  the  projects  before  the  country  required 
a  capital  of  £300,000,000.  But  the  bubble  was 
then  on  the  eve  of  bursting.  On  the  2nd  of  Sep- 
tember the  South  Sea  Stock  was  at  £700;  on 
the  13th  it  fell  to  £400.  All  the  efforts  of  the 
directors  to  retrieve  its  credit  were  vain.  They 
were  then  compelled  to  make  humble  suit  to  their 
vanquished  rivals.  With  great  difficulty  Walpole 
was  prevailed  upon  to  intercede  in  their  fiivor 
with  the  Bank  of  England.  After  a  long  nego- 
ciation  the  draft  of  a  contract  was  agreed  upon 
by  the  Bank  for  providing  means  to  sustain  the 
credit  of  a  number  of  their  bonds.  The  terms 
were  brought  before  the  proprietors  of  the  Bank, 
and  approved  of  by  them.  Before,  however,  it 
could  be  embodied  in  a  legal  form,  affairs  took  a 
very  different  turn.  A  great  many  of  the  gold- 
smiths and  private  bankers  had  advanced  great 
sums  on  the  South  Sea  Stock ;  when  this  fell,  it 
brought  a  run  upon  them.  Many  stopped  pay- 
ment, and  absconded.  The  Sword  Blade  Com- 
pany, who  were  the  cashiers  to  the  South  Sea 
Company,  stopped  payment.  This  portended 
universal  bankruptcy.  The  bank  had  been 
assailed  with  every  species  of  public  abuse, 
because  it  had  hesitated  to  lend  its  aid  in  sup- 
porting the  South  Sea  Bonds.  Every  one  looked 
upon  it  as  the  sole  pillar  of  credit,  but  it  was  now  in 
danger  itself.  The  general  failure  of  the  bankers 
immediately  brought  a  run  upon  it.  The  Bank, 
in  these  straits,  devised  a  trick  to  prolong  tiie 
payments.  It  employed  a  number  of  clerks  to 
tell  out  the  money  that  was  demanded,  as  well  as 
what  was  brought  in.  Payments  were  made  in 
light  sixpences  and  shillings,  and  large  sums  were 
paid  to  particular  IHends,  who  went  out  with 
their  bags  at  one  door,  to  deliver  them  to  people 
placed  at  another,  who  were  let  in  to  pay  the 
same  money  to  tellers,  who  took  time  to  count  it 
over.  These  persons,  of  course,  were  always 
served  first.  By  these  means  time  was  gained, 
the  Mends  of  the  Bank  rallied  round  it,  and 
made  large  subscriptions  to  support  the  company, 
the  festival  of  Michaelmas,  at  which  it  was  usual 
at  that  time  to  shut  up  the  Bank,  came,  and 
when  it  was  opened  again,  the  public  alarm  had 
passed  off. 

97.  But  something  was  required  to  be  done 
to  restore  public  credit.  The  South  Sea  Com- 
pany were  permitted  to  sell  annuities  to  the  value 
of  £200,000  a  year.  The  Bank  bought  them  at 
twenty  years*  purchase,  and  was  allowed  to  add 
the  £4,000,000  to  its  capital;  it  then  stood 
at  £8,959,995  14s.  8d. 
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98.  Up  to  the  jear  1722  the  Bank  had 
divided  the  whole  of  its  profits  among  the  share- 
holders, and  had  made  no  reserve  for  any  con- 
tingencies. The  dividend  in  consequence  had 
been  extremely  variable.  It  had  flnctuated  from 
18j^  per  cent,  in  1706  to  6  per  cent,  in  1722. 
The  mconvenience  of  this  was  strongly  felt,  as 
as  well  as  having  no  fand  to  fall  back  npon  in 
cases  of  emergency.  These  had  hitherto  been 
met  by  calls  upon  the  proprietors.  In  this  year 
the  directors  establiahea  a  reserve  fond,  which  is 
called  the  Rest. 

99.  Several  financial  transactions  took  place 
between  the  government  and  the  Bank,  which 
need  not  be  detailed  here.  Upon  the  previous 
occasions  of  the  renewal  of  the  charter,  there 
had  been  much  pnblic  discussion  as  to  the  expe- 
diency of  continuing  this  monopoly.  The  Bank, 
however,  had  always  been  able  to  relieve  the 
continually  embarrassed  state  of  the  finances, 
and  had  thus  purchased  its  privileges.  As  the 
time  was  drawing  near  for  the  expiry  of  the 
monopoly  in  1742,  these  discussions  became  more 
frequent  and  animated,  and  several  attempts  were 
made  to  set  up  banks  in  such  a  manner  as  to 
evade  the  clause  in  the  Act  of  1709.  But  against 
all  the  arguments  of  its  opponents  the  Bank  had 
a  very  solid  and  conclusive  reply.  The  govern- 
ment was,  as  usual,  in  difSculties,  and  the  Bank 
agreed  to  lend  them  £1,600,000  without  interest 
In  consideration  of  this,  their  exclusive  privileges 
were  continued  tUl  twelve  months*  notice  after 
the  1st  August,  1764.  It  was  besides  determined 
to  stop  up  all  loopholes  in  the  Act  of  1709,  and 
the  clause  already  quoted,  §  17,  was  inserted, 
firamed  in  the  most  comprehensive  terms  that  the 
ingenuity  of  lawyers  could  devise,  to  prevent  any 
rivals,  and  which  did  have  that  effect  for  a  long 
period. 

100.  In  September,  1745,  the  rebellion  in  Scot- 
land seemed  to  be  assuming  formidable  propor- 
tions, and  produced  a  run  upon  the  Bank,  which 
was  fomented  by  the  friends  of  the  Prince,  in 
order  to  get  money  to  assist  him,  as  well  as  to 
embarras  the  government.  The  Directors  re- 
sorted to  the  same  expedient  as  they  had  done  in 
1720 — ^to  protract  payment,  and  to  give  time  for 
their  firiends  to  rally.  Bank  notes  fell  to  a  dis- 
count of  10  per  cent.  In  this  crisis  Sir  John 
Barnard,  one  of  the  members  for  the  city,  took 
the  lead,  and  at  the  head  of  1,600  merchants  and 
principal  traders,  met  at  Garraway*s  Coffee- 
house, on  the  26st  September,  and  came  to  a 
resolution  pledging  themselves  to  support  the 
credit  of  the  Bank  notes. 

101.  In  1746,  the  Ministry  were  again  in  diffi- 
culties from  the  political  disturbances  of  the  pre- 
ceding year,  and  they  were  obliged  to  apply  for 
assistance  to  the  Bank.  The  proprietors  autho- 
rized the  Directors  to  cancel  £986,000  of  Exche- 
quer biUs,  upon  receiving  an  annuity  of  4  per 
cent.,  and  to  create  new  stock  for  that  purpose. 
This  increased  the  paid  up  capital  to  £10,780,000, 
which  was  not  further  augmented  till  1782.  In 
1750  the  interest  upon  £8,486,000  of  the  debt 
due  to  them  from  government  was  reduced  to 
3  per  cent. 

102.  In  1759  the  Bank  began  to  issue  £15  and 
£10  notes,  none  before  this  time  having  been 
below  £20. 

103.  In  1764  the  Bank's  charter  expired.    The 


terms  of  renewal  were  an  absolute  gift  of  £1 1 0,000 
to  the  nation,  and  a  loan  of  £1,000,000  on  Exche- 
quer bills,  for  two  years,  at  3  per  cent,  interest. 
The  Charter  was  renewed  on  these  terms,  and 
the  monopoly  continued  till  twelve  months*  notice 
after  Ist  August,  1786,  and  the  repayment  of  the 
government  debt. 

1 04.  In  1 772  the  fbrst  of  those  great  commercial 
panics  took  place,  in  which  the  Bank  was  called 
upon  to  take  a  prominent  part  in  8npportin|p 
public  credit.  The  two  preceding  years  had 
been  distinguished  by  the  most  extravagant  over- 
trading. On  the  10th  June,  1772,  Heale  and 
Co.,  bankers  in  Threadneedle  Street,  stopped 
payment,  involving  several  others.  The  Bank  of 
England  and  some  merchants  came  forward  to 
support  credit,  which  for  a  few  days  had  the 
appearance  of  being  successful.  But  in  ten  days' 
time,  a  general  crash  ensued.  Among  others, 
the  great  banking  house  of  Colebrook  stopped 
payment,  who  were  the  correspondents  of  the 
Ayr  Bank,  in  Scotland.  That  rotten  institotioD 
stopped  payment,  and  involved  a  large  district 
of  country  in  ruin  and  desolation  (Bakkiho  ih 
Scotland).  The  whole  city  was  in  consterna- 
tion ;  there  had  not  been  such  a  prospect  of  a 
general  bankruptcy  since  the  South  Sea  Scheme. 
By  the  measures  taken,  the  panic  was  at  length 
allayed,  but  the  bankruptcies  of  that  year 
amounted  to  the  unprecedented  number  of  525. 
These  speculations  had  been  general  throughout 
Europe,  and  in  1773  the  crash  extended  to 
Holland.  About  the  beginning  of  that  year,  the 
failures  in  that  country  were  of  so  alarming  a 
nature,  and  so  extensive  in  their  influence,  as  to 
threaten  a  mortal  blow  to  all  credit,  public  and 
private,  throughout  Europe.  They  were  caused 
by  great  speculative  dealings  in  trade,  as  well  aa 
in  the  public  funds  of  different  countries,  and 
the  losses  were  estimated  at  £10,000,000. 

105.  It  was  about  this  period,  though  the  exact 
date  is  difficult  to  ascertain,  nor  is  it  very  mate- 
rial, that  the  London  bankers  discontinued  the 
issue  of  Bank  notes,  and  adopted  that  change  in 
the  method  of  doing  business,  which  we  have 
mentioned  in  §  20.  The  method  of  doing  busi- 
ness by  means  of  entries  and  cheques,  in^ead  of 
Bank  notes,  had  so  many  practical  advantages 
over  them,  that  it  universally  susperseded  them  in 
London;  and  from  that  time  forward  L<Hidon 
bankers  ceased  entirely  to  issue  not€»,  though 
they  never  were  forbidden  to  do  so  until  the  Act 
of  1844.  This  change,  simple  as  it  was,  is  of 
great  historical  interest,  for  it  was  the  circum- 
stance which  destroyed  the  monopoly  •t)f  the 
Bank  of  England.  By  a  fortunate  accid^t,  the 
opportunity  that  this  method  afforded  of  circum- 
venting the  monopoly  of  the  Bank,  was  not  dis- 
covered till  many  years  afterwards.  If  it  had 
been,  there  cannot  be  a  doubt  but  that  Parlia- 
ment would  have  put  it  down  very  quickly,  for 
it  was  the  mamfest  intention  of  the  Legislature 
to  confer  a  bonafiie  and  absolute  monopoly  upon 
the  Bank.  When  it  was  discovered,  the  age  of 
such  monopolies  had  passed  away,  and  the  de- 
mand of  the  Bank  to  have  it  provided  against 
was  reused. 

106.  The  termination  of  the  seven  years'  war 
took  place  in  1763,  when  it  is  usually  said  that 
this  nation  finally  took  that  rank  in  the  scale  of 
nations  which  she  at  present  holds.    After  long 
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and  doabtfai  contests,  in  which  victory  often 
Irembled  in  the  balance,  the  star  of  England 
trinmphed  over  that  of  France,  both  in  the  East 
and  in  the  West.  Coincidently  with  this,  the 
industrial  energies  and  mechanical  genios  of  the 
nation  bnrst  forth  with  nnparalleled  splendour. 
Previonaly  to  this  time,  Great  Britain  was  pro- 
bably more  backward  in  great  public  works 
than  any  state  in  Europe.  She  could  show 
nothing  that  could  be  compared  with  the  great 
French  and  Spanish  engineering  works.  The 
Canal  de  Briare,  made  by  Henry  lY.,  preceded 
the  first  canal  in  England  by  150  years.  The 
great  canal  of  Languedoc  was  completed  upwards 
of  half  a  century  before  the  smallest  canal  in 
En^and  was  begun.  And  Spain  had  preceded 
Fruice  by  three  quarters  of  a  century.  The  canal 
of  the  EIhto  is  due  to  the  genius  of  Charles  Y. 
la  Italy,  Gerbert  (Sylvester  11.),  the  morning 
star  of  modem  literature  and  science,  was  famous 
for  his  hydraulic  works  in  999;  and  those  of 
Lombardy,  executed  in  the  eleventh  century, 
are  still  the  admiration  of  modem  engineers. 
The  first  Act  for  a  work  of  this  nature,  however 
small,  in  England,  was  passed  in  1756.  Facility, 
quickness,  and  cheapness  of  transit  are  the  very 
foundation  of  commercial  greatness.  Brindley, 
the  fiither  of  the  modern  commercial  greatness 
of  England,  completed  the  canal  from  Worsley 
to  Manchester  in  1762.  This  was  as  prodigious 
a  stride  in  advance  of  the  age  as  the  opening  of 
the  railway  from  Manchester  to  Liverpool  was 
in  its  day.  The  success  of  this  was  triumphant. 
Then  commenced  the  great  era  of  canal  making. 
Within  25  years  the  country  was  covered  with  a 
network  of  canals,  such  as  no  other  country  in 
£nrope,  but  Holland,  can  boast.  Taking  into 
consideration  the  comparative  wealth  of  the 
country  at  the  two  periods,  the  period  frx>m  1770 
to  1795  was  folly  as  wonderful  an  effort  in  canal 
making,  as  the  period  from  1830  to  1855  was  in 
railway  making.  Ck>ncurrently  with  this  prodi- 
gions  extension  of  the  powers  of  transport,  an 
eqnai  extension  of  the  powers  of  production  took 

5 lace.  The  year  1769  witnessed  the  birth  of 
floies  Watt*s  Stxam  Engine  and  Arkwright's 
Sfdikiko  Jsnnt.  Thus  BanrnLBT  prepared 
the  means  of  transport^  Watt  and  Abkwkight 
then  enabled  men  to  prodvjc€^  and  An  ah  Smith 
tanght  them  to  exehamge.  Mysterious,  that  such 
men,  each  of  whose  minds  was  so  marvellously 
adapted  to  each  of  the  others,  should  all  flourish 
at  tiie  same  time.  Each  of  their  labours  was 
necessary  to  give  full  development  to  the  powers 
of  the  otiiers.  It  would  almost  seem  like  a  dis- 
pensation of  Providence,  that  at  this  particular 
period  such  an  extraordinary  outburst  of  mecha- 
nical genius  took  place.  It  would  almost  seem 
that  these  three. men,  Brindley,  Arkwright,  and 
Watt,  were  specially  raised  up  by  Providence 
to  elaborate  those  miraculous  resources  which, 
it  is  impossible  to  doubt,  carried  this  country 
triumphantly  through  that  terrific  contest,  which 
was  then  just  abont  to  burst  upon  the  world. 

107.  We  have  seen  that  the  Bank  of  England 
at  its  foundation  received  no  monopoly.  But 
whoi  we  consider  the  unquestionable  services 
which  it  had  rendered  to  government,  and  the 
terrific  state  of  public  cremt,  owing  very  much 
to  the  total  faQure  of  the  Land  Bank,  we  need 
not  be  surprised  that  the  Bank  of  England  em- 


ployed these  circumstances  for  the  purpose  of 
procuring  a  monopoly,  nor  considering  the  ideas 
of  that  age,  can  we  be  surprised  that  they 
received  it.  But,  nevertheless,  making  allow- 
ance for  all  these  circumstances,  it  is  one  of  the 
most  deplorable  Acts  that  have  come  down  to  our 
time.  The  founders  and  the  contemporaries  of 
the  Bank  felt  the  benefit  of  its  eminent  services, 
but  the  consequences  of  this  original  sin  fell  with 
terrific  force  on  their  descendants  of  the  third 
and  fourth  generation.  Many  an  evU  principle 
may  lie  dormant  for  a  long  time,  and  produce  no 
apparent  mischief,  till  some  particular  circum- 
stances arise,  which  call  it  forth.  It  was  just 
at  this  period,  that  the  original  sin  of  the  mono- 
poly of  the  Bank  began  to  tell  upon  the  country. 
The  seeds  of  friture  ruin,  misery,  and  desolation 
were  now  sown  broadcast  throughout  the  land. 
The  prodigious  development  of  all  these  industrial 
works  demanded  a  great  extension  of  the  cur- 
rency to  carry  them  on.  What  was  required  was 
to  have  banks  of  undoubted  wealth  and  solidity, 
to  issue  such  a  currency.  Bank  of  England  notes 
had  no  circulation  beyond  London.  Its  monopoly 
prevented  any  other  great  banks  being  formed 
either  in  London  or  the  provinces,  and  it  would 
not  extend  its  branches  into  the  country.  Scot- 
land possessed  at  this  time  three  great  and  power- 
ful joint  stock  banks,  and  it  was  just  at  this 
period  that  they  began  successfully  to  extend 
their  branches  into  the  country.  England 
required  to  have  a  currency,  and  as  it  could  not 
have  a  good  one,  it  had  a  bad.  Multitudes  of 
shopkeepers  in  the  country,  grocers,  taUors, 
drapers,  started  up  like  mushrooms,  and  turned 
bankers,  inundating  the  country  with  their  miser- 
able notes.  Burke  says  that  when  he  came  to 
England  in  1750,  there  were  not  twelve  bankers 
out  of  London,  in  1793  there  were  nearly  400. 
It  is  no  doubt  true  that  many  of  the  most 
respectable  banking  firms  of  the  present  day  also 
took  their  rise  at  this  time,  but  they  were  com- 
paratively speaking  few,  the  great  majority  were 
such  as  we  have  described  above. 

108.  In  1782  the  unhappy  war  with  America 
was  fortunately  terminated,  and  immediately  a 
prodigious  extension  of  the  foreign  commerce, 
'which  had  been  previously  unusually  restricted, 
took  place.  The  enormous  markets  thrown  open 
to  the  merchants,  led  to  the  most  extravagant 
over  trading,  which  was  greatly  fostered  by  the 
most  incautious  issues  of  the  Bank,  and  a  very 
alarming  crisis  began,  which  threatened  to  compel 
them  to  stop  payment.  The  directors,  however, 
considered  that  if  they  could  only  restrain  their 
issues  for  a  short  period,  the  returns  in  specie  in 
payment  of  the  exports,  would  soon  set  in  in  a 
more  rapid  manner  than  they  went  out.  They 
determined,  therefore,  to  make  no  communication 
to  the  government,  but  for  the  present  to  contract 
their  issues^  until  the  Exchanges  tubneb  in 
THEiB  FAvoK.  Tho  alsHU  fclt  by  the  Bank  was 
the  greatest  in  the  month  of  May,  1783.  They 
then  refused  to  make  any  advances  to  the  govern- 
ment on  the  loan  of  that  year,  but  they  did  not 
make  any  demand  for  payment  of  the  other 
advances  to  the  government,  which  were  then 
between  nine  and  ten  millions.  They  continued 
this  policy  up  to  October,  when  at  length  the 
drain  had  ceased  from  the  country,  and  money 
began  to  fiow  in  from  abroad.    At  length   in 
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the  aQtnmn,  when  the  favorable  signs  began  to 
appear,  they  advanced  freely  to  government  on 
the  loan,  although  at  that  time  the  cash  in  the 
Bank  was  actually  lower  than  at  the  time  when 
they  felt  the  greatest  apprehension.  It  was  then 
reduced  to  £473,000. 

109.  The  doctrine  then  stated  by  Mr.  Bosan- 
quet  that  guided  the  directors  was  this, — That 
while  a  drain  of  specie  is  going  on,  their  issues 
should  be  contracted  as  much  as  possible,  but 
that  as  soon  as  the  tide  had  given  signs  of  ceasing 
and  turning  the  other  way,  it  was  then  safe  to 
extend  their  issues  freely.  This  was  the  policy 
they  acted  upon,  and  it  was  entirely  successful, 
and  the  credit  of  the  Bank  was  saved. 

110.  The  enormous  multiplication  of  country 
banks  had  given  rise  to  a  great  and  nndne  exten- 
sion of  internal  trade  in  this  country,  which  was 
also  the  case  throughout  Europe,  and  the  United 
States  for  some  years,  before  1792.  The  amount 
of  bank  notes  in  circulation,  which  was  under  six 
millions  in  1784,  had  increased  to  nearly  eleven 
millions  and  a  half  in  1792.  At  length,  in  the 
antnmn  of  1792,  commercial  failures  be^n  both 
here  and  abroad,  as  well  as  in  America;  the 
average  of  bankruptcies  during  the  first  two 
montl^  had  been  50,  in  November  they  sud- 
denly rose  to  105.  This  nnusnal  number 
created  great  uneasiness,  but  they  diminished  in 
December.  In  January,  1793,  they  rose  again. 
The  French  revolution  was  now  advancing  with 
rapid  strides,  the  king  had  been  a  prisoner  ever 
since  the  10th  of  August.  In  November  the 
Convention  published  what  was  tantamount  to  a 
declaration  of  war  against  every  established 
government  in  Europe.  Great  Britain  deemed  it 
expedient  to  arm.  A  strong  political  ferment 
was  manifesting  itself  throughout  the  country. 
On  the  execution  of  Louis  XVL,  the  British 
Grovemment  expelled  the  French  Ambassador, 
and  the  Convention  instantly  declared  war.  The 
actual  declaration  of  war,  though  it  must  evi- 
dently have  been  foreseen,  gave  a  shock  to  credit, 
which  was  already  staggering.  On  the  15th  of 
February,  a  house  of  considerable  magnitude 
deep  in  com  speculations,  failed,  and  on  the  19th 
the  bank  refused  the  paper  of  Lane,  Son,  and 
Fraser,  who  stopped  next  morning  with  liabilities 
to  the  amount  of  nearly  a  million,  involving  a 
great  number  of  respectable  houses.  In  the 
meantime  the  panic  spread  to  the  bankers.  It 
began  at  Newcastle.  The  partners  in  the  Banks 
there  were  opulent,  but  their  private  fortunes 
were  locked  up.  They  issued  notes  bearing  in- 
terest to  commence  at  some  months  after  date,  and 
then  they  were  payable  on  demand ;  when  the  run 
came  they  were  unable  to  realize,  and  stopped  pay- 
ment. The  panic  immediately  spread  throughout 
the  country,  and  out  of  nearly  400  banks,  which 
there  were  then,  300  were  greatly  shaken,  and 
upwards  of  100  actually  stopped  payment.  The 
banks  of  Exeter,  and  the  West  of  England, 
almost  alone  stood  their  ground.  They  issued 
notes  payable  at  20  days  sight,  with  interest 
commencing  from  the  date  of  the  note,  and 
ceasing  on  the  day  of  acceptance.  The  best  con- 
temporary authorities  are  unanimous  in  attri- 
buting this  terrible  disaster  to  the  inordinate 
multiplication  and  reckless  operations  of  these 
country  **  bankers,*'  who  had  been  established  in 


almost  every  town,   and   even  village  in  the 
country. 

111.  This  great  pressure  extended  to  the  London 
bankers,  as  well  as  to  the  country  ones.  One  of 
them  says  that  the  extraordinary  state  of  credit 
had  obliged  every  person  connected  with  trade, 
and  money  transactions,  to  gather  in  and  husband 
every  resource  to  meet  all  demands.  That  for  six 
weeks  back,  every  man  of  money  and  resources 
had  been  straining  every  nerve  to  support  himself 
and  immediate  friends,  and  could  not  give  that 
support  to  others  which  they  would  have  been 
disposed  to  do.  All  these  circumstances  naturally 
produced  a  demand  on  the  Bank  of  England  for 
support  and  discounts ;  but  the  Bank,  being  tho- 
roughly alarmed,  resolved  to  contract  its  issues. 
Bankruptcies  multiplied  with  frightftil  rapidity — 
the  Government  urged  the  Bank  to  come  forward 
and  support  credit,  but  they  resolutely  declined.      "^ 

112.  This  great  crisis  is  the  first  of  modem 
times,  which  is  absolutely  indispensable  fbr  the    ^ 

g)litical  economist  to  study  attentively ;  but  the    < 
ank  having  totally  declined  to  do  anything  to  ^ 
mitigate  it,  had  no  hand  in  alleviating  it — and,  -^ 
therefore,  we  shall  say  no  more  about  it  here.    Sir  ] 
F.  Baring  has  some  valuable  remarks  upon  it,  in  his  ^ 
Observations  on  the  establishment  of  the  Bank  of 
Englandy  8rc^  which  we  have  quoted  elsewhere, 
(Baking,  Sik  Francis),  and  the  pathology  of  the 
crisis  is  considered  along  with  that  of  subsequent 
ones  in  its  proper  place.    (Caisis,  Commebcial.^ 

113.  Sir  Francis  Baring  and  Mr.  Tooke  both 
agree  in  saying,  that  nothing  could  be  more  satis- 
factory than  the  financial  condition  of  the  country 
during  1794,  and  part  of  1795.  Both  agree  tiiat 
the  embarrassments  which  led  to  the  catastrophe 
of  1797  had  their  origin  in  the  latter  part  of  1795. 
Mr.  Tooke  places  the  commencement  nither  earlier 
than  Sir  F.  Baring.  He  states  that  the  winter  of 
1794-5  was  one  of  the  severest  on  recofd,  and  that 
in  the  spring  of  .1795,  apprehensions  besan  toHtye 
felt  for  the  growing  crops.  The  prices  of  all  sort^ 
of  com  advanced  rapidly.  The  spring  of  179^ 
was  very  cold  and  backward,  the  summer  wet  and 
stormy,  and  the  harvest  unusually  late.  Under  ' 
these  circumstances,  wheat,  which  was  at  558.  in 
January,  reached  108s.  in  August.  The  same 
scarcity  was  general  throughout  Europe  and  Ame- 
rica. France  was  in  a  still  worse  position  than 
England,  and  the  Government  still  further  to  em- 
barass  her,  and  afibrd  relief  to  this  country,  seized 
all  neutral  vessels  laden  with  com,  bound  for 
France;  it  also  employed  agents  to  buy  com  in 
the  Baltic  ports,  where  its  price  had  already  been 
raised  greatly,  in  consequence  of  large  purchases 
on  account  of  the  French  €rovemment. 

114.  Sir  Francis  Baring  also  states  that  the 
method  in  which  the  Government  contracted  the 
loan  that  year  tended  much  to  aggravate  the  eviL 
He  says  that,  in  former  wars,  it  had  been  usual 
for  the  €rovemment  to  contract  with  none  but  the 
most  respectable  monied  men,  who  had  the  un- 
doubted power  to  fulfil  their  engagements.  On 
this  occasion  the  minister  contracted  with  men 

who  had  not  that  power,  and  in  order  to  make 
good  their  payments,  they  were  obliged  to  have 
recourse  to  operations  on  foreign  places,  which 
deranged  Hie  exchanges,  and  had  a  still  ftuther 
effect  in  raising  the  rate  of  interest  in  this  country. 

115.  These  causes  alone  were  sufficient  to  create 
a  monetary  pressure,  but  though  th^  would  hare 
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been  inconyenient,  there  would  have  been  nothing 
alarming  in  them;  they  were,  however,  i^graYated 
and  intensified  bj  other  circnmstances,  which  we 
most  now  relate. 

116.  The  enormons  abnses  which  might  be  per- 
petrated by  an  nnscrapnlona  Gk>vemment,  and  the 
dangerons  power  which  80  potent  an  engine  as  the 
Bank  of  England  wonld  confer  upon  them,  had 
already  been  clearly  foreseen  by  its  antagonists 
at  the  time  of  its  foundation,  and  had  inspired 
them  with  a  well  grounded  jealousy.    We  have 
seen  that  stringent  precantions  were  taken  in  the 
first  Act  of  16M,  to  prevent  the  Bank  making  any 
advances  to  Government,  without  the  express  per- 
mission of  Parliament.    It  had  been  the  custom, 
however,  time  out  of  mind,  to  advance  for  the 
amount  of  such  Treasury  bills  of  exchange  as 
were  made  payable  at  the  Bank,  to  the  amount  of 
£90,000,  when  it  was  usual  for  the  Treasury  to 
send  down  orders  to  set  off  such  advances  against 
the  accounts  to  which  they  properly  belonged.    If 
ever  these  advances  reached  £^0,000,  it  was  a 
subject  of  complaint.    In  the  American  war  these 
limits  had  been  much  exceeded,  and  sometimes 
reached  £150,000.    Mr  Bosanquet  was  Governor 
of  the  Bank  in  1793,  and  the  legality  of  such  pro- 
ceedings excited  grave  doubts  in  his  mind,  and 
after  consulting  with  his  brother  directors,  they 
agreed  that  it  was  a  serious  question,  whether 
the  penalties  provided  in  the  Acts  did  not  extend 
to  such  transactions ;  they,  therefore,  thought  it 
would  be  expedient  I  to  apply  to  the  Government, 
to  obtain  an  Act  of  indemnity,  to  relieve  them  firom 
any  penalties  they  might  have  incurred,  and  to 
permit  such  transactions,  to  a  limited  amount. 
Mr.  Bosanquet,  who  conducted  the  negotiation 
with  Mr.  Pitt,  expressly  says  that  Mr.  Pitt  pro- 
posed to  bring  in  a  clause  which  should  indemnify 
the  directors  to  advance  to  a  limited  amount. 
He  says  that  it  was  originidly  intended  that  the 
penalty  should  be  taken  off  only  in  case  the  ad- 
vance  on  Treasury  bills  should  be  restrained 
within  a  limited  sum.    This  limited  amount  was 
intended  to  be  fixed  at  £50,000,  or  £100,000. 
Mr.    Bosanquet,    however,    then   went   out   of 
ofllce,  and  was  unable  further  to  attend  to  the 
negotiation.     Mr.  Pitt  was  much  too  keen  not 
to  see  at'  once  the  enormous  facilities  Govern- 
ment would  obtain  if  this   Act   were   passed. 
Accordingly  he  pressed  it  quickly  through  Par- 
liament, but  he  took  care  to  omit  any  dause 
of  limitation  (Statute  1793  c.  33).    Never  had 
sneh  a  formidable  engine  been  placed  in  the 
hands  of  a  minister ;  he  was  now  armed  with  an 
nnbonnded  power  of  drawing  upon  the  Bank,  with 
nothing  to  restrain  him,  unless  the  directors  should 
take  the  audacious  step  of  dishonouring  his  bills. 
The  Bank,    henceforth,  was  almost  entirely  at 
his  mercy,  and  tiien  he  plunged  hea^ong  into  a 
reckless  career  of  scattering  English  gold  broad- 
cast over  Europe.    In  three  years,  upwards  of 
£90,000,000  were  remitted  abroad.    These  gitet 
remittances  had  the  inevitable  effect  of  making  the 
foreign  exchanges  adverse,  and  excited  the  greatest 
alann  in  the  £mk  parlor.    At  the  same  time  that 
this  great  drain  of  specie  was  going  on,  the  Trea- 
sniT  bills  increased  to  an  unprec^ented  extent, 
and  the  demands  for  ac6ommodation  firom  the 
commercial  world  were  equally  pressing.  Nothing 
could  be  more  unpleasant  than  the  situation  of  the 
placed  betwe^  these  powerful  parties, 


contending  for  accommodation,  which  it  was  daily 
becomingless  in  their  power  to  give.  So  early  as 
the  11th  December,  1794,  the  directors  foresaw  the 
ensuing  pressure,  and  made  representations  to  Mr. 
Pitt.  In  January,  1795,  it  became  necessary  to 
adopt  a  firmer  attitude,  and  on  the  15th  they 
passed  a  resolution,  that,  with  a  foreign  loan 
of  six  millions,  and  a  home  one  of  eighteen  millions 
about  to  be  raised,  the  Chancellor  of  the  Exche- 
quer must  be  requested  to  make  his  fin^  arrange- 
ments for  the  year,  without  requiring  further 
assistance  from  them,  and  more  particularly  that 
they  could  not  allow  the  advances  on  Treasury 
bills,  at  any  one  time,  to  exceed  £500,000.  Mr. 
Pitt  promised  to  reduce  them  to  that  amount,  by 
payments  out  of  the  first  loan. 

117.  He  paid,  however,  little  regard  to  these 
remonstrances,  and,  on  the  16th  April,  they  were 
compelled  to  remind  him  that  he  had  not  kept  his 
promise  that  the  sum  should  be  reduced.  They 
told  him  that  they  had  come  to  a  resolution  that 
they  would  not  in  future  permit  the  advances  to 
exceed  the  stipulated  sum.  Mr.  Pitt  pretended 
that  he  had  forgotten  the  circumstance,  in  the 
multiplicity  of  business,  and  promised  that  the 
sum  should  be  immediately  paid.  Nevertheless, 
no  reduction  took  place  on  the  amount.  Another 
remonstrance  was  equally -ineffectual,  and  on  the 
90th  July  the  directors  informed  him  that  they 
intended,  after  a  certain  day,  to  give  orders  to 
their  cashiers  to  refuse  payment  of  aU  bills,  when 
the  amount  exceeded  £500,000.  Mr.  Pitt  was  not 
prepared  to  comply  with  the  request,  and,  on  the 
6th  August,  he  applied  to  them  for  another  ad- 
vance of  two  millions  and  a  half,  but  they  refiised 
to  take  his  letter  into  consideration  until  he  had 
made  satisfactory  arrangemen1»  with  them  for 
the  repayment  of  the  other  advances.  After 
some  fdrther  communications,  they  agreed  to  the 
loan  for  £2,000,000. 

118.  The  Act  of  Mr.  Pitt  had,  in  fact,  deprived 
the  directors  of  all  power  over  the  Bank.  Tiie 
foreign  exchanges  began  rapidly  to  fall  towards 
the  end  of  1794,  and  in  May,  1795,  had  reached 
such  a  state  of  depression,  as  to  make  it  profitable 
to  export  bullion ;  and  this  circumstance,  as  well 
as  the  knowledge  that  several  foreign  loans  were 
in  progress,  should  have  warned  the  Directors 
of  the  necessity  of  contracting  their  issues ;  such 
was  the  course  laid  down  by  the  Directors  in 
1783.  Instead  of  that,  their  issues  were  greatly 
extended.  In  the  quarter,  from  January  to  March, 
1795,  they  stood  higher  than  they  had  ever  done 
before,  though,  no  doubt,  the  Directors  must  be 
acqjuitted  of  the  whole  blame.  The  amount  of 
then-  issues  in  August,  1794,  was  little  more 
than  ten  millions;  in  February,  1795,  it  had  in- 
creased to  fourteen  millions,  though  this  was 
chiefly  caused  by  the  bills  which  were  drawn  on 
the  Treasury  on  behalf  of  foreign  governments, 
which  were  made  payable  at  the  Bank.  The 
Directors  had  then  to  choose  between  endangering 
their  own  safety,  or  declaring  the  Government 
bankrupt. 

119.  These  concurrent  causes  began  to  produce 
their  fiill  effects  in  the  autumn  of  1795.  The 
dridn  commenced  in  September,  and  proceeded 
with  alarming  rapidity.  On  the  8th  October,  the 
Bank  made  a  formal  communication  to  Govern- 
ment, that  it  excited  such  serious  apprehensions  in 
their  minds,  that  they  felt-it  an  absolute  necessity 
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that  the  advances  to  the  Goyemment  must  be 
diminished.  They  detailed  to  him  the  varioiis 
circumstances  which  alarmed  them.  Later  in  the 
month,  rumours  of  a  new  loan  reached  the  Direc- 
tors ;  they  waited  on  Mr.  Pitt,  who  professed  that 
he  had  not  at  present  the  most  distant  idea  of  one. 
On  the  18th  November,  the  Governor  informed 
Mr.  Pitt  that  the  drain  continued  with  unabated 
severity,  and  that  the  market  price  of  gold  was 
£4  2s.  per  ounce,  and  said  that  rumours  were  in 
circulation  that  another  loan  was  intended,  not- 
withstanding Mr.  Pittas  denial  of  it  so  lately.  Mr. 
Pitt  said  that,  since  their  last  interview,  the  suc- 
cesses of  the  Austrians  had  been  so  great  against 
the  French,  that  he  was  of  opinion  that  it  would 
highly  conduce  to  the  common  cause,  to  aid  them 
with  another  loan,  not  exceeding  £2,000,000 ;  but 
he  added  that  if  such  a  course  would  be  hazardous 
to  the  Bank,  every  other  consideration  should  be 
overlooked,  and  the  loan  abandoned. 

120.  This  project  of  a  loan  going  on,  and  being 
now  proposed  to  be  X3,000,000,  the  Court  of  Di- 
roctors,  after  a  very  solemn  deliberation,  on 
the  3d  December,  came  to  the  unanimous  resolu- 
tion, that  if  the  loan  proceeded  they  had  the  most 
cogent  reasons  for  believing  that  very  momentous 
and  alarming  consequences  would  ensue,  from  the 
actual  eifects  of  the  last  loan,  and  the  continued 
drain  of  specie  and  bitllion.  In  answer  to  this 
representation,  Mr.  Pitt  solemnly  promised  them 
that  he  would  lay  aside  all  thought  of  it,  unless 
the  situation  of  the  Bank  should  so  alter  as  to 
render  such  a  loan  of  no  consequence  to  them. 

121.  The  directors  at  last  found  that  it  was  ab- 
solutely necessary  to  choose  between  making  the 
Government  bankrupt,  and  taking  stringent  mea- 
sures to  restrict  their  accommodation  to  the  mer- 
chants. They  resolved  to  fix  beforehand  the 
amount  of  advances  they  could  make,  day  by  day, 
and  gave  notice  that  if  the  applications  on  any  day 
exceeded  the  sum  so  resolved  to  be  advanced,  a 
pro  rata  proportionof  each  applicants  bills  should 
DC  returned,  without  regard  to  the  respectability 
of  the  party,  or  the  solicSty  of  the  bills. 

122.  As  matters  continued  to  get  worse,  the 
directors  had  several  communications  with  Mr. 
Pitt,  in  January  and  February,  1796,  but  the 
project  of  the  foreign  loan  being  dwelt  upon  with 
much  earnestness  by  Mr.  Pitt,  on  the  11th  of 
February,  they  came  to  a  resolution  that  if  any 
farther  advances  were  made  to  foreign  countries 
in  the  present  state  of  affairs,  that  it  would,  in  all 
probability,  prove  fatal  to  the  Bank.  They,  there- 
ft)re,  earnestly  deprecated  any  such  measure,  and 
protested  against  any  such  responsibility  for  the 
calamitous  consequences  that  might  ensue.  Mr. 
Pitt  treated  this  resolution  with  little  attention, 
and,  notwithstanding  his  solemn  promises  so  fre- 
quently made,  the  directors  discovered  that  clan- 
destine remittances  were  still  going  on. 

123.  Under  the  influence  of  these  combined 
drains  of  specie,  the  exchanges  with  Hamburgh 
were  in  a  state  of  extreme  depression  during  the 
first  three  months  of  1796.  Sir  F.  Baring  shews 
that,  during  January,  the  profit  was  £7  10.  per 
cent. ;  during  February,  £6  lOs. ;  and  during 
March,  £S  7s.  6d.  in  transmitting  gold  to  that 
place.  At  length  the  several  drains  began  to  di- 
minish—an abundant  supply  of  com  was  ob- 
tained— ^the  continued  contraction  of  the  Bank's 
issues,  and  the  cessation  of  the  transmission  of 


specie,  caused  the  exchanges  to  assume  a  fa- 
vorable aspect  in  the  beginning  of  April,  and  it 
continued  steadily  to  increase  till  February,  1797. 

124.  The  stringent  measures  adopted  by  the 
Bank  to  contract  its  issues  caused  much  complaint 
among  mercantile  men,  and  a  meeting  of  bankers 
and  merchants  was  held  at  the  London  Tavern, 
on  the  2d  of  April,  who  resolved  that  an  alarming 
scarcity  of  money  existed  in  the  City  of  London, 
which  was  caused  chiefly,  if  not  entirely,  by  an 
increase  in  the  commerce  of  the  country,  and  the 

g*eat  diminution  of  mercantile  discounts  by  the 
ank.  They  resolved  that,  if  means  could  be 
found,  to  augment  the  circulating  medium,  with- 
out infringing  the  privileges  of  the  Bank  of  Eng- 
land, so  as  to  restore  the  amount  to  what  it  was 
before  the  contraction  of  discounts,  it  was  the 
duty  of  every  friend  to  trade  to  give  such  a  plan 
the  most  earnest  support.  No  result,  however, 
attended  this  meeting. 

125.  Mr.  Pitt  had  never  fulfilled  his  promise,  so 
often  repeated  to  the  directors,  that  the  advances 
on  Treasury  bills  should  be  reduced  to  £500,000. 
On  the  14th  June,  1796,  they  stood  at  £1,232,649. 
At  the  end  of  July  he  sent  an  earnest  request  to 
have  £800,000  at  once,  and  a  similar  sum  in 
August.  They  were  induced  to  consent  to  the 
first,  but  refused  the  second  advance.  Mr.  Pitt 
said  that  the  first  advance  without  the  second 
would  be  of  no  use  to  him,  and  begged  them  to 
reconsider  their  decision.  The  directors,  thos 
pressed,  were  driven  to  assent  to  it,  but  they 
accompanied  it  with  a  most  serious  and  solemn 
remonstrance,  which  they  desired  to  be  laid  before 
the  Cabinet.  They  said  that  nothing,  under  pre- 
sent circumstances,  could  induce  them  to  comply 
with  the  demand,  except  the  dread  of  a  worse  evil 
following  the  reftisal ;  and  they  said  that  the  ad- 
vance would  incapacitate  them  from  granting  any 
further  assistance  during  the  year.  Nevertheless, 
Mr.  Pitt  made  a  fresh  demand  upon  them,  in 
November,  for  £2,750,000,  on  the  security  of  the 
land  and  nialt  taxes  of  1797,  which  was  granted, 
on  condition  that  the  advances  on  Treasury  bills, 
amounting  to  £1,513,345,  were  paid  out  of  it. 

126.  Mr.  Pitt  took  the  money,  but  never  paid 
off  the  bills.  The  directors  again  sent  In  on  the 
1st  February,  1797,  to  demand  payment  of  them, 
as  they  then  amounted  to  £1,554,635,  and  would 
in  a  few  days  be  increased  by  nearlv  £300,000 
more.  Mr.  Pitt  made  many  excuses  for  the  non- 
payment, and  promised  to  make  an  endeavour  to 
do  so,  but  he  chopped  a  hint  that  another  large 
sum  of  bills  had  come  in  from  St.  Domingo. 
Upon  being  pressed  as  to  the  amount,  he  said  that 
it  was  about  £700,000.  The  governor  expressed 
the  greatest  apprehensions,  and  begged  him  to 
delay  the  acceptance  as  long  as  he  could.  Mr. 
Pitt  then  hinted  that  he  shoiUd  want  a  large  sum 
for  Ireland,  which  he  said  would  be  about 
£200,000.  The  governor  assured  him  that  the 
drain  of  cash  had  been  continuous  and  severe  of 
late,  and  that  such  a  demand  would  be  very 
dangerous. 

127.  The  enormous  failures  of  the  country 
bankers  in  1793,  had  been  followed  by  a  per- 
manent diminution  of  the  issues  of  the  country 
banks  to  a  large  extent.  Mr.  Henry  Thornton, 
after  careful  inquiry,  cam)  to  the  conclusion  that 
they  were  diminished  by  one  half,  and  that  the 
wants  of   commerce   had  caused  a  very  large 
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qoantitj  of  guineas  to  be  drawn  into  the  conntry, 
to  snpplj  their  place.  Meantime,  thongh,  in  con- 
Eeqnence  of  these  circnmstances,  the  exchanges 
had  become  favonrable,  the  Bank  had  continued 
to  adhere  with  the  ntmost  seyerity  to  its  policy 
of  restriction ;  thronghont  the  antnmp  of  1796, 
and  during  the  last  three  months,  they  were  no 
higher  than  they  had  been  in  1782,  with  an 
amount  of  commerce  many  times  larger  than  in 
that  year.  Commercial  payments  required  to  be 
made  in  some  medium,  in  which  the  public  had 
confidence.  As  the  public  could  not  get  notes, 
they  made  a  steady  demand  for  guineas.  The 
bnllion  in  the  Bank  had  been  steadily  diminishing 
during  1796,  in  December  it  stood  at  £2,508,000, 
when  the  drain  b^an  to  increase  greatly  in 
severity. 

128.  The  political  condition  of  the  country 
was  now  in  a  very  critical  state.  Mr.  Pitt's  war- 
like combinations  had  totally  failed,  and  England, 
which  had  commenced  the  war  with  all  Europe 
almost  in  her  alliance,  now  found  herself  alone, 
with  nearly  every  state  on  the  Continent,  either 
in  alliance  with,  or  in  subjection  to,  France. 
The  Directory  now  determined  to  undertake  the 
invasion  of  Ireland.  The  year  1797,  commenced 
with  the  moet  gloomy  apprehensions,  and  de- 
pression. The  country  bankers  discerned  that 
the  first  burst  of  the  tempest  would  faU  on  them, 
and  determined  to  provide  for  it,  by  obtaining  as 
much  specie  as  they  could  from  London,  and 
accordingly,  the  drain  continued  with  increased 
rapidity  after  the  beginning  of  the  year.  "Mr, 
Pitt  had  hinted  in  his  interview  with  the  Governor 
of  the  Bank,  on  the  1st  February,  that  a  loan  for 
Ireland  would  probably  be  required,  which  would 
probably  not  exceed  £200,000,  but  soon  after- 
wards the  directors  were  struck  with  dismay  on 
hearing  that  the  amount  required  was  £1 ,500,000 
On  the  10th  February,  the  directors  came  to  a 
resolution  that  before  they  could  entertain  any 
proposal  for  the  Irish  loan,  the  Government  must 
pay  off  debta  to  them  amounting  to  £7,186,445, 
which  they  si)ecified. 

129.  At  length  the  crisis  came,  and,  as  before, 
it  began  at  Newcastle.  A  pressure  had  been 
going  on  there  for  some  time.  In  addition  to  the 
manufactcH-ies  and  collieries,  the  number  of  troops 
stationed  in  that  part  of  the  country  had  been 
considerably  augmented.  The  banks  had  imported 
an  extra  quantity  of  cash,  to  meet  these  demands, 
and  were  negociating  for  more,  when  an  event 
happened,  which  in  the  feverish  state  of  the 
country,  brought  on  a  crisis.  A  French  frigate 
ran  into  one  of  the  Welch  harbours,  and  landed 
1,200  men.  At  the  same  time  an  order  came  down 
firom  Government,  to  take  an  inventory  of  the 
stock  of  the  farmers,  all  along  the  coast,  and  to 
drive  it  into  the  interior,  if  necessary.  These 
circumstances  created  a  perfect  panic  among  the 
fiuraers.  On  Saturday,  the  18th  February,  being 
market  day,  the  farmers,  who  at  that  time  of  year 
had  the  principal  parts  of  their  rents  in  their 
hands,  actuated  by  the  terror  of  an  immediate  in- 
vasion, hurried  the  produce  of  their  farms  into 
Newcastle,  which  they  sold  at  very  low  prices, 
and  unmediately  rushed  to  the  different  banks  to 
demand  specie.  Seeing  this  universal  panic,  the 
banks  came  to  an  agreement  to  stop  payment  on 

•  the  Monday,  if  it  did  not  subside,  which  they 
>  accordingly  did. 


IdO.  On  the  21st  February  the  state  of  the 
Bank  became  so  alarming,  that  the  Directors  re- 
solved that  the  time  had  come  when  they  must 
make  a  communication  to  Government.  The 
quantity  of  bullion  had  been  rapidly  diminishing, 
and  the  constant  calls  of  the  bankers  from  all 
parts  of  the  town  for  cash,  showed  them  that 
there  must  be  some  extraordinary  reason  for  it. 
Mr.  Pitt  was  aware  that  this  proceeded  from  the  \ 
general  alarm  of  invasion,  which  he  thought  was 
magnified  much  beyond  any  thing  to  warrant  it. 
It  was  agreed  that  a  frigate  should  be  sent  over  \ 
to  Hamburg,  to  purchase  specie.  On  the  24th  ' 
February  the  dram  became  worse  than  ever,  and 
inspired  them  with  snch  alarm  for  the  safety  of 
the  Bank,  that  they  sent  a  deputation  to  Mr.  Pitt 
to  ask  him,  how  long  he  considered  that  they 
should  continue  to  pay  cash,  and  when  he  should 
think  it  necessary  to  interfere.  Mr.  Pitt  said 
it  would  be  necessary  to  prepare  a  proclamation 
to  put  a  stop  to  cash  payments,  and  to  give  parlia^ 
mentary  security  for  the  notes.  But  in  that  case 
it  would  be  necessary  to  appoint  a  secret  com- 
mittee of  the  House,  to  look  into  the  affairs  of  the 
Bank.  The  deputation  assured  him  that  the 
Bank  would  readily  agree  to  this;  and  it  was 
resolved  to  call  a  meeting  of  the  chief  bankers 
and  merchants  of  London,  to  come  to  some 
resolution  for  the  support  of  public  credit  in  this 
alarming  crisis. 

181.  The  news  of  the  stoppage  of  the  New- 
castle banks  spread  like  wildfire  throughout  the 
country,  and  soon  reached  the  metropolis.  The 
drain  upon  the  bankers  now  became  a  run  ;  the 
first  serious  apprehensions  that  danger  was  im- 
minent, were  felt  on  the  21  st  February,  when  the 
drain  greatly  increased  in  severity,  and  on  Satur- 
day, the  25th,  the  cash  was  reduced  to  £1,272,000, 
Before  this  the  Directors,  in  a  state  of  utter 
bewilderment  at  the  condition  of  the  country, 
had  used  the  most  violent  efforts  to  contract  their 
issues.  In  five  weeks  they  had  reduced  them  by 
nearly  £2,000,000.  On  the  2l8t  January,  they 
were  £10,550,830,  on  the  25th  February,  they 
were  £8,640,250.  But  even  this  gave  no  true 
idea  of  the  curtailment  of  mercantile  accommo- 
dation, for  the  private  bankers  were  obliged  for 
their  own  safety  to  follow  the  example  of  the 
Bank.  In  order  to  meet  their  payments,  persons 
were  obliged  to  sell  their  stock  of  all  descriptions 
at  an  enormous  sacrifice.  The  Three  per  cents, 
fell  to  51,  and  other  stocks  in  proportion. 

132.  On  Saturday  the  25th,  the  Court  felt  that 
the  fktal  hour  was  now  come,  when  they  must,  for 
the  fij^t  time  since  its  institution,  come  to  a  total 
suspension  of  payments.  A  meeting  of  the  ' 
Cabinet  was  held  on  Sunday,  at  Whitehall,  and 
an  order  in  council  was  issued  requiring  the 
Directors  of  the  Bank  of  England  to  suspend  all 
payments  in  cash,  until  the  sense  of  Parliament 
could  be  taken  on  the  subject. 

133.  The  King  next  day  sent  a  message  to 
Parliament,  to  inform  them  of  the  step  that  had 
been  taken,  and  recommended  the  matter  to  their 
most  serious  and  immediate  attention.  Mr.  Pitt 
moved  that  the  message  should  be  taken  into  con- 
sideration the  next  day,  and  that  he  should  pro- 
pose that  a  select  committee  be  appointed  to 
investigate  the  state  of  the  Bank*s  affairs,  which 
he  believed  were  in  the  most  solid  condition. 

134.  The  directors  had  the  order  in  council 
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printed  and  widely  circalated,  and  issned  a  notice 
of  their  own,  to  say  that  the  general  concerns  of 
the  Bank  were  in  the  most  affluent  and  prosperous 
condition,  and  such  as  to  preclude  every  doubt 
aS  to  the  security  of  the  notes.  At  this  time  the 
cash  in  the  Bank  was  reduced  to  £1,086,170. 

135.  The  relief  produced  by  the  determination 
to  suspend  cash  payments  was  instantaneous. 
The  Directors,  freed  from  the  demand  for  cash, 
immediately  extended  their  issues.  In  one  week 
they  were  increased  by  nearly  two  millions.  On 
the  same  day,  a  resolution  was  agreed  to  by  4,000 
of  the  merchants  in  the  City,  to  combine  to  support 
the  credit  of  the  notes. 

136.  Both  Houses  of  Parliament  appointed 
committees  to  examine  into  the  affairs  of  the 
Bimk.  The  Committee  of  the  House  of  Commons 
reported  that  the  outstanding  obligations  of  the 
Bank,  on  the  25th  February,  were  £13,770,890, 
and  the  total  amount  of  their  assets  were 
£17,597,260,  leaving  a  surplus  of  £3,826,890, 
over  and  above  the  debt  of  the  Government, 
amounting  to  £11,686,800,  which  paid  them  three 
per  cent. 

137.  Both  Houses  reported  that  it  was  ad- 
visable for  the  public  interest,  that  the  suspension 
of  payments  should  be  continued  for  a  limited 
time,  and  a  bill  for  that  purpose  wa«  accordingly 
brought  in.   After  some  debate,  which  threw  very 

ittle  light  on  the  subject,  the  Act  (Statute  1797, 
c.  45)  was  passed.    Its  chief  provisions  were : — 

1.  A  clause  of  indemnity  to  the  Bank,  and  all 
connected  with  it,  for  an3rthing  done  in  pursuance 
of  the  order  in  Council. 

2.  Hie  Bank  was  forbidden  to  make  any  pay- 
ments in  cash  to  any  creditors,  except  in  certain 
cases,  and  protected  from  all  law  proceedings. 

3.  The  Bank  might  issue  cash  in  payments  for 
the  army,  navy,  or  ordnance,  in  pursuance  of  an 
order  from  the  Privy  Council. 

4.  The  Bank  was  to  make  no  advance  above 
£6,000,000  for  the  public  service,  in  cash  or  notes, 
during  the  restriction. 

5.  if  any  person  deposited  any  sum,  not  less 
than  £500,  in  gold,  in  exchange  for  notes  of  the 
Bank,  it  might  repay  three-fourths  of  the  amount. 

6.  It  might  advance  £100,000  in  cash,  to  the 
bankers  of  London,  Westminster,  and  South wark, 
and  to  the  Bank  of  Scotland,  and  the  Royal  Bank 
of  Scotland,  £25,000  each. 

7.  Payment  of  debts  in  Bank  notes  to  be  deemed 
as  payments  in  cash,  if  offered  and  accepted  as 
such. 

8.  No  debtor  was  to  be  held  to  special  bail, 
unless  the  affidavit  stated  that  payment  in  bank 
notes  had  not  been  offered. 

9.  Bank  notes  would  be  received  at  par  in  pay- 
ment of  taxes. 

10.  The  Bank  might  issue  any  cash  it  received 
since  the  26th  February,  upon  giving  notice  to  the 
Speaker  of  the  House  of  Conmions,  and  adver- 
tising in  the  London  Oazette^  and  on  the  Boyal 
Exchange. 

11.  The  Act  was  to  be  in  force  till  the  24th 
June. 

An  Act  was  also  passed  to  enable  the  Bank  to 
issue  notes  below  £5  (Statute  1797,  c.  28),  and 
by  c.  32,  this  was  extended  to  the  country 
bankers,  but  they  were  to  continue  liable  to  pay 
money  on  demand  for  them,  aud  in  failure  of 
doing  so,  within  three  days  after  demand,  any 


justice  of  the  peace  might  cause  the  amount  and 
costs  to  be  levied  by  distress.  An  Act  was  also 
passed  relating  to  the  Scotch  banks  (Bakkibq  is 
Sgotlamd). 

138.  Such  were  the  circumstances  attending 
the  suspension  of  cash  payments  by  the  Bank. 
An  event  of  such  portentous  magnitude,  and 
of  whose  effects  there  had  been  no  previous 
experience,  could  not  fail  to  give  rise  to  the 
most  conflicting  opinions,  as  to  the  necessify  of 
the  measure,  of  the  course  of  conduct  of  the  Di- 
rectors which  led  to  it,  and  as  to  the  policy  which 
ought  to  have  been  adopted,  under  the  drain 
which  occurred  in  the  last  week  of  February, 
1797.  Having  giveq  a  narrative  of  the  chief  facts 
here,  we  shall  reserve  a  discussion  upon  it  till  we 
can  consider  the  pathology  of  the  principal  com- 
mercial crises  together.    (Ckisis,  Comm£Bciai«.) 

139.  The  presumed  sprcity  of  guineas,  which 
led  to  the  supposed  necessity  of  issuing  the  order 
in  council,  also  rendered^  a  more  abundant  supply 
of  the  circulating  medium  necessary,  and  an  Act 
was  immediately  passed,  suspending  till  the  Ist 
May,  the  Act  (Statute  1775.  c.  51),  restraining 
the  negotiation  of  small  promissory  notes.  In  a 
few  days,  the  Bank  caused  to  be  prepared  and 
issued  £1  and  £2  notes,  and  to  supply  still 
further  the  demand  for  a  small  currency,  they 
issued  a  notice  that  they  had  imported  a  large 
number  of  Spanish  dollars,  which  were  to  be 
current  at  4s.  6d.  However,  it  was  discovered 
that  the  dollars  were  undervalued  by  2d.  each, 
and  the  directors  then  enhanced  their  current 
value  by  3d. — ^these  dollars  wei-e  stamped  with  a 
small  king's  head — ^this  was  Id.  too  high,  and  the 
directors  having  put  these  dollars  into  circulation 
at  Id.  above  their  true  value,  the  bullion  mer- 
chants were  not  slow  in  seizing  the  advantage, 
and  importing  a  large  number  of  similar  dollars, 
which  they  had  stamped  in  a  similar  manner. 
They  were  all  called  in  on  the  31st  October,  1797, 
by  which  time  the  Bank  had  put  2,325,099  into 
circulation.  It  at  first  attempted  to  refuse  pay- 
ment of  the  forged  ones,  but  they  were  executed 
in  so  close  hnitation  of  tiiie  real  ones,  that  it  was 
impossible  to  detect  them,  and  they  were  obliged 
to  pay  them  all. 

140.  When  the  actual  suspension  took  place, 
the  foreign  exchanges  were  highly  favourable,  so 
much  so,  as  to  make  it  profitable  to  import  gold, 
which  began  to  flow  in  in  great  abundance.  On 
the  30th  May,  Mr.  Manning  stated  in  the  House, 
that  vast  quantitites  of  gola  had  flowed  into  the 
Bank,  both  from  the  country  and  abroad.  The 
Government,  however,  and  the  directors  of  the 
Bank  concurred  in  thinking  that  it  would  be  im- 
prudent to  resume  payments  in  cash,  at  the  period 
when  the  restriction  Act  expired,  and  it  was 
prolonged  to  one  month  after  the  meeting  of  the 
next  session  of  Parliament. 

141 .  Parliament  met  agam  on  the  2nd  Novem- 
ber, and  on  the  15th,  the  House  of  Ccmmions 
appointed  a  secret  conmiittee  to  enquire  whether 
it  was  expedient  to  continue  the  restriction.  On 
the  17th  they  reported  that  on  the  11th  of  that 
month,  the  total  liabilities  of  the  Bank  were 
£17,578,910,  and  their  assets  £21,418,460,  leaving 
a  balance  in  their  fiavor  of  £3,839,550,  exclusive 
of  the  Government  debt  of  £11,686,800.  That 
the  advance  to  Government  had  been  reduced  to 
£4,258,140,  while  the  cash  and  bullion  were  five 


BANKING  IN  ENGLAND. 


BANKING  IN  ENGLAND. 


96 


times  the  gum  tfaej  stood  at  in  February  last, 
when  the  suspension  was  decided  on,  and  mnch 
abore  what  they  had  been  at  any  time  since  Sep- 
tember 1795.  That  the  exchange  with  Hamburgh 
was  mrasnally  favorable,  and  had  every  appear- 
ance of  continning  so,  unless  political  circum- 
stances should  affect  it.  That  no  inconvenience 
seemed  to  be  felt  by  the  bankers  and  traders  of 
Lond<Hi,  for  whereas  by  law,  they  were  entitled 
to  demand  three-fourths  of  any  deposit  in  cash 
they  might  make,  they  had  only  actually  de- 
mapded  one-sixteenth.  They  presented  a  reso- 
VaXioa  of  the  directors,  stating  that  the  condition 
of  the  Bank's  affairs  was  such,  that  it  could  with 
safety  resume  its  usual  functions.  The  committee, 
however,  recommended,  that  in  consequence  of 
the  state  of  public  affairs,  it  was  advisable  that 
the  restriction  should  be  continued  for  a  further 
period.  After  a  short  debate,  an  Act  was  passed 
to  continue  the  restriction,  until  one  month  after 
the  conclusion  of  a  definite  treaty  of  peace.  In 
the  course  of  the  debate,  Sir  William  Pulteney 
spoke  with  great  ability  against  the  national  evils 
and  inconveniences  of  the  monopoly  of  banking 
by  one  company,  and  moved  for  leave  to  bring  in 
a  bill  to  establish  another  Bank,  in  case  the  Bank 
of  England  did  not  resume  cash  payments  on  the 
24th  June.  Leave  to  bring  in  the  bill  was  re- 
fnsed  by  a  majority  of  50  to  15. 

142.  The  exchange  with  Hamburgh  at  the 
time  of  the  suspension  of  cash  payments  was 
35-10,  it  continued  to  improve  throughout  the 
whole  of  that  year,  and  in  December  stood  at 
88-5,  which  was  about  £13  per  cent,  above  par. 
The  issues  of  the  Bank  were  about  11 1  millions 
dnrmg  the  year.  This  extraordinary  state  of  the 
exchanges  continued  during  the  whole  of  1798, 
when  they  began  gradually  to  fall,  and  in  March, 

1799,  they  were  at  37-7,  which  was  still  £11  6s. 
thove  par.  This  was  of  course  followed  by  a 
▼ery  great  inflow  of  bullion,  and  at  the  end  of 
1798,  the  Bank  had  upwards  of  £7,000,000  in 
its  vaults,  and  the  directors  expressed  their 
readiness  to  the  (rovemment  to  resume  payments 
in  cash,  the  Ministry,  however,  thought  it  inex- 
pedient in  the  state  of  the  country. 

143.  The  harvest  of  1799  was  lamentably  de- 
ficient :  it  was  even  estimated  that  it  did  not  ex- 
ceed one  half  the  usual  average.  By  the  end 
of  the  year  wheat  was  at  94s.  2d.  It  continued 
to  rise  tiU  in  June,  1800,  it  stood  at  134s.  5d., 
and  remained  at  the  end  of  the  year  at  1338. 
Under  the  influence  of  the  enormous  importations 
of  wheat,  the  exchange  with  Hamburgh  continued 
to  decUne  all  through  1799,  till  in  the  last  week 
of  August,  it  had  fallen  to  par.    In  December, 

1800,  it  had  fallen  to  30s.  In  the  meantime  the 
price  of  foreign  gold  in  coin,  which  had  been  at 
£S  17s.  6d.  in  May,  1797,  rose  to  £4  in  December, 
and  continued  at  that  price  tUl  September,  1799. 
In  June,  1800,  it  rose  to  £4  5s.,  and  in  December, 
to  £4  6s. 

144.  The  arguments  and  ability  of  Sir  William 
Pulteney,  in  advocating  the  foundation  of  another 
hank,  oroduced  great  effect,  and  during  1799,  it 
excited  great  public  interest.  Meetings  were 
held  for  the  purpose  of  promoting  it,  and  nu- 
merous pamphlets  were  published  on  the  subject. 
The  Bank  Directors  took  alarm,  and  they  had  the 
same  solid  arguments  to  advance  as  on  former 
occasbns,  namely,  a  good  supply.of  money.    The 


Ministry  were  of  course  in  difficulties,  and  the 
charter  had  still  12  years  to  run,  but  upon  ad- 
vancing £3,000,000,  without  interest,  for  six 
years,  Mr.  Pitt  agreed  to  renew  it  for  twenty -one 
years  from  1812.  In  1800  a  bill  for  this  piu*pose 
was  brought  forward  and  passed. 

145.  Theharvestof  1800  was,  if  possible,  worse 
than  that  of  1799,  and  notwithstanding  all  the 
various  measures  recommended  by  Parliament, 
wheat  rose  in  March,  1801,  to  156s.,  barley  to  90s., 
and  oats  to  47s.  In  the  autumn  of  1799,  failures  of 
great  magnitude  took  place  at  Hamburgh;  82 
houses  came  down,  with  liabilities  amounting  to 
£2,500,000.  In  consequence  of  th^e,  discount 
rose  to  15  per  cent.  Under  the  influence  of  the 
enormous  sums  of  money  that  had  to  be  sent 
abroad  in  purchase  of  grain,  the  attraction  of  this 
high  rate  of  discount,  there  being  no  power  on  this 
side  to  raise  the  rate  of  discount  to  counteract  it, 
and  other  causes,  the  exchange  on  Hamburgh, 
which  had  stood  so  high  for  several  years,  fell  in 
January,  1 801,  to  29s.  8d.,  being  upwards  of  14  per 
cent,  against  England,  and  the  market  price  of 
gold  bullion  (t.^.,  the  price  when  paid  in  bank 
notes)  was,  as  we  have  seen,  £4  6s. 

146.  In  llie  great  monetary  crisis  of  1696-7,  it 
was  universally  acknowlec^ed  by  Parliament, 
and  the  most  eminent  merchants,  that  it  was  the 
bad  state  of  the  coinage  which  produced  the  great 
rise  in  the  market  price  of  bullion,  and  the  heavy 
fall  in  the  foreign  exchanges ;  and  we  have  seen 
that  the  restoration  of  the  coinage  immediately 
rectified  the  exchange.  At  that  time  bank  notes 
were  not  a  legal  tender,  and  the  language  inva- 
riably applied  to  them,  when  their  current  value 
differed  from  their  nominal  value,  was  that  they 
were  at  a  discount.  When  the  men  of  that  day 
saw  that  the  bank  notes  were  a  promise  to  pay 
so  many  ^*  pounds"  on  demand,  and  when  they  saw 
that  the  persons  who  issued  them  were  unable  to 
pay  that  number  of  pounds,  and  that  no  one  would 
give  that  number  of  pounds  for  them,  they  never 
used  any  other  expression  regarding  these  facts, 
than  that  the  notes  were  at  a  £scount.  There  is  no 
trace  of  any  one  having  thought  of  saying  that  it 
was  the  notes  that  denoted  the  pound  sterling, 
and  that  bullion  had  risen.  When  the  reform  of 
the  coinage  took  plaee,  and  the  exchanges  were 
simultaneously  rectified,  it  was  said  that  the  re- 
form of  the  coinage  caused  the  restoration  of  the 
exchange,  and  numerous  merchants  had  written 
pamphlets  to  combat  a  delusion  which  was  rather 
prevalent  among  some  persons,  that  buUiou  as  a 
conmiodity  could  have  a  different  value  to  bullion 
as  coin,  except  on  account  of  the  depreciation  of 
the  coinage.  And  it  was  clearly  understood  by 
them,  that  the  exchange  never  could  vary  but 
very  little  beyond  the  cost  of  the  transmis- 
sion of  specie. 

147.  Such  were  the  truths  established  when  a 
metallic  currency  was  the  only  one  thought  of  in 
estimating  value.  But  at  this  time  a  new  prin- 
ciple was  introduced — ^there  was  what  was  sub- 
stantially an  inconvertible  paper  currency.  At 
this  time  most  men*s  ideas  were  transferred  from 
the  metallic  currency  to  the  paper  currency.  Ever 
since  the  issue  of  £1  notes,  people  thought  of  them 
when  they  spoke  of  prices,  as  being  so  many 
pounds.  When  the  suspension  of  cash  payments 
took  place,  there  was  a  general  expectation  that 
Bank  notes  would  be  depreciated,  but  the  general 
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resolution  of  bankers  and  merchants  to  support 
the  credit  of  the  bank,  the  determination  of 
government  to  receive  bank  notes  in  payment  of 
taxes  at  their  par  value,  and  the  great  caution 
exercised  by  the  directors  during  the  first  few 
years  after  the  restriction,  had  removed  all  these 
apprehensions,  and  for  some  years  bank  notes 
circulated  at  par. 

1 48.  At  this  time,  however,  phenomena  occurred, 
which  directed  the  attention  of  many  persons  to 
the  state  of  the  paper  currency.  The  market 
price  of  standard  gold  up  to  September,  1799,  had 
continued  at  £S  17s.  6a.  per  oz.,  and  the  price 
of  foreign  gold  in  coin  had  been  somewhat  higher, 
on  account  of  its  greater  use  as  coin,  than  aa 
bullion.  But  in  June,  1 800,  the  price  of  foreign 
gold  experienced  a  sudden  and  extraordinary 
rise ;  it  rose  to  £4  5s.  per  ounce,  silver  rose  to 
5s.  7d.  per  ounce,  and  the  foreign  exchanges  fell 
below  par.  In  January,  1801,  gold  and  silver 
were  each  Is.  per  ounce  higher,  and  the  Exchange 
on  Hamburgh  was  at  29.8,  being  a  depression  of 
14  per  cent,  below  par.  But  the  expense  of 
transmitting  specie  to  Hamburgh  was  estimated 
not  to  exce^  7  per  cent.,  and  consequently  there 
remained  a  diiference  of  7  per  cent,  to  be  ac- 
counted for. 

149.  It  was  at  this  time,  that  the  great  and 
palpable  truth  was  discovered,  that  if  a  deterio- 
ration of  the  coinage  produced  a  rise  of  the 
market  price  of  bullion  above  the  mint  price,  and 
a  fiill  in  the  foreign  exchanges,  under  a  metallic 
currency,  then  that  the  converse  proposition  was 
also  necessarily  true.  That  under  a  paper  cur- 
rency, which  was  only  the  representative  of  a  me- 
tallic currency,  if  the  market  price  of  bullion,  (ue, 
the  paper  price)  exceeded  the  mint  price,  and  the 
foreign  exchanges  fell,  beyond  the  cost  of  the 
transmission  of  bullion,  that  excess  could  only 
arise  from  the  depreciation  of  the  representative 
of  the  metallic  currency,  and  therefore  when  these 
circumstances  occurred,  thbt  infalliblt  indi- 
cated THAT  THE  PAPER  CURRBMCT  WAS  DEPRE- 
CIATED. -^ 

150.  We  are  not  certain  to  whom  the  merit  of 
the  discovery  of  this  great  and  important  truth  is 
due.  There  is  a  passage  in  John  Law,  which 
clearly  shows  that  he  would  have  Immediately 
acknowledged  it,  and  is  by  far  the  earliest  pas- 
sage that  we  arc  aware  of,  that  indicates  the  connec- 
tion between  the  paper  currency  and  the  foreign 
exchanges  (Law).  Mr.  Boyd,  Mr.  Henry 
Thornton,  and  Lord  King,  the  last  especially, 
were,  as  far  as  we  can  discover,  the  persons  to 
whom  its  establishment  at  this  particular  period 
is  due,  (BoTD,  Thornton,  King)  and  therefore 
we  have  called  it  Lord  King's  law,  though  we  are 
not  certain,  whether  strict  justice  does  not  demand 
that  it  should  be  attributed  to  John  Law.  How- 
ever that  may  be,  this  law  is  the  fundamental  one, 
on  the  subject  of  the  paper  currency  and  the 
foreign  exchanges. 

151.  The  definitive  treaty  of  peace  with 
France  was  signed  on  the  27th  M^ch,  1802. 
The  restriction  on  cash  payments  expired  of 
itself,  six  months  after  that  event,  but  though  the 
bank  declared  that  its  coffers  were  well  supplied 
with  specie,  and  that  it  was  anxious  and  ready 
to  resumefpayments  in  cash,  the  Chancellor  of  the 
Exchequer,  Mr.  Addington,  brought  in  a  bill  on 
the  9th  April,  1802,  to  continue  the  restriction  till 


the  1 8t  March  1 803,  which  was  passed.  The  argn- 
ments  alleged  in  favor  of  this  measure  show  a 
wonderful  decline  in  financial  knowledge  in  the 
government  of  1802  compared  to  1696.  At  the 
latter  period  the  great  reason  alleged  for  the 
reformation  of  the  coinage,  was  the  inverse  con- 
dition of  the  foreign  exchanges,  and  the  rise  of  the 
market  above  the  mint  price,  caused  by  a  depre- 
ciation of  the  currency.  (Coinage,  Mint  Price). 
We  have  shown  the  triumphant  success  of  the 
re-coinage,  which  restored  the  public  credit  and 
the  exchange.  The  sagacity  of  a  Montague  could 
at  once  have  seen  that  the  adverse  state  of  the 
exchange,  and  the  high  price  of  bullion,  were 
entirely  owing  to  the  depreciated  state  of  the 
currency,  and  that  the  only  method  of  restoring 
them  to  par,  was  the  immediate  resumption  ^ 
cash  payments.  So  great,  however,  wafl  the 
ignorance  upon  the  subject,  that  the  foct  of  the 
exchange  being  adverse,  was  the  very  reason 
alleged  why  cash  payments  should  no^  be  resumed. 
Mr.  Addington,  in  bringing  in  the  bill,  said, 
^*  It  cannot  be  necessary  for  me  to  inform  the 
House,  that  the  rate  of  exchange  between  this 
country  and  foreien  parts,  is  di^vantageoos  to 
ourselves — ^that  uie  export  trade  has  been  for 
some  months  at  a  stand,  that  while  the  rate  of 
exchange  is  disadvantageous  to  us  an  augmem' 
tation  of  the  circulating  cash  would  create  a  trade 
highly  injurious  to  the  commerce  of  this  country. 
For  several  months  pasty  there  has  been  a  trade 
carrying  on/or  the  purchase  of  guineas,  with  a  view 
to  exportaiian.  It  is  on  these  grounds  that  I 
submit  to  the  House  the  expediency  of  con* 
tinning  the  restriction  with  regard  to  the  cash 
payments  of  the  Bank.**  Why,  these  were  the 
very  reasons  why  a  return  to  cash  payments 
should  have  been  made  without  delay.  The 
reason  why  the  trade  in  buying  up  guineas  was 
going  on,  was  just  because  of  the  abundant  quan- 
tity of  paper,  the  paper  "  promises  to  pay'*  were 
falling  in  value  as  compared  to  the  guineas,  and 
as  a  necessary  consequence,  guineas  were  ex- 
ported, and  so  far  from  a  return  to  cash  payments 
augmenting  the  circulating  medium,  it  would 
infallibly  have  considerably  diminished  it,  by 
making  the  Bank  reduce  its  paper  issues.  It  was 
because  the  prices  of  articles  were  so  high  in  this 
country,  that  the  export  trade  was  unprofitable, 
and  a  reduction  of  the  issues  would  infollibly 
have  compelled  such  a  reduction  in  prices,  as 
would  have  facilitated  the  export. 

152.  The  result  of  this  extraordinary  amount 
of  financial  error  could  have  been  easily  predicted. 
The  circumstances  of  the  country  did  not  improve, 
as  the  ministry  had  taken  the  most  efiectual 
measures  to  prevent  them  doing  so.  In  February, 
1803,  Mr.  Addington  had  to  come  forward  again, 
to  prolong  the  restriction.  He  said  that  the 
reasons  which  suggested  it  were  too  strong,  and 
the  necessity  too  urgent  to  be  resisted.  The  re- 
striction was  continued  last  session,  because  the 
exchanges  were  adverse — the  exchange  with 
Hamburgh  was  then  at  x)ar— that  with  Amster- 
dam adverse.  Upon  these  grounds  he  said  it  was 
expedient  to  continue  the  restriction,  until  the 

Srogressive  advance  of  our  commerce  should  pro- 
uce  such  a  steady  inclination  of  the  exchange 
in  our  favor,  as  to  render  it  safe  to  resume  cash 
payments.  That  the  scarcity  of  the  last  three 
years  had  made  it  necessary  to  export  twenty 
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mOUofiB  of  boIUoii  in  payment  of  corn,  and 
untfl  that  came  back  cash  payments  could 
not  be  resmned.  Mr.  Fox  said  that  such  a 
mode  of  argomg  went  to  establish  it  as  a 
general  axiom  tiiat,  whenever  the  exchanges 
were  adrerse,  cash  payments  of  the  bank  onght 
to  be  suspended;  and  then  he  touched  the 
right  point:  ^^ Perhaps,  even,  it  might  happen 
tlut  the  unfarorable  turn  of  the  exchange  against 
this  country  might  be  owing  to  the  very  restriction 
on  the  bank  ;**  and  he  quoted  the  instance  of  1 772, 
when  there  was  a  great  quantity  of  bad  money 
in  the  country,  and  the  exchange  was  adyerse ; 
bat  as  soon  as  the  good  coinage  was  issued,  the 
exchanges  turned  in  our  favor ;  exactly  we  have 
ab^ady  seen,  as  was  the  case  in  1696.  Mr.  Fox 
pointed  out  that  the  same  was  the  case  then,  be* 
emue  paper  is  not  much  better  than  bad  gold. 
This  truth  was  not  followed  up,  and  while  the 
Directors  of  the  Bank  alleged  that  they  were 
perfectly  able  to  resume  cajui  payments,  the  mi- 
nistry enforced  a  continued  restriction  on  them, 
for  political  reasons,  until  six  weeks  after  the  be- 
ginning of  the  next  session  of  Parliament  In 
the  L(Hds,  Lord  Peiham-said  that  the  idea  of  re- 
newing the  restriction  at  the  present  moment 
arisinifced  solely  with  th^  government,  who  had 
had  no  communication  wiSi  the  Bank  on  the 
matter.  The  great  truth  hinted  at  by  Mr.  Fox, 
was  much  more  strongly  and  faUy  stated  by 
Lord  Kinff  and  Lord  Moira  in  the  House  of 
Lords.  The  ministry  complained  that  the  im- 
portation of  bullion  was  hanging  fire ;  was  it  not 
plain  that  the  reason  was  that  its  value  in  this 
ooontry  was  depreciated  by  the  plethora  of 
paper?  and  the  true  way  to  attract  it  was  by 
diminishing  the  quantity  of  the  paper,  and  so 
raising  the  value  of  the  gold.  The  bill  was 
carried  without  a  division. 

153.  The  resumption  of  the  war  in  1803, 
rendered  any  idea  of  resuming  cash  payments 
ont  of  the  question,  and  the  inevitable  conse- 
qoences  of  an  excessive  issue  of  paper  foUowed; 
people  began  to  hoard  their  guineas.  The  Chan- 
cellor of  the  Exchequer  denounced  the  people 
who  did  so,  as  wanting  in  public  spirit.  Pre- 
cisely the  same  language  h^  been  held  in  the 
tribune  of  the  French  Convention  regarding 
aasignats.  The  debate  in  the  Lords  produced 
8(Hne  excellent  speeches,  among  others  Lord 
King  enunciated  the  true  principle  regarding  the 
r^gnlation  of  a  paper  currency,  "-4  very  strict 
attention  to  the  price  of  bullion,  and  the  state  of  the 
foreign  exchanges^  vhu  alone  capable  of  affording 
a  just  criterion^  by  which  the  quantUy  coiild  be 
trily  aseertainecL**     (Knca,  Lonn). 

154.  At  this  time  the  depreciated  state  of  the 
Irish  currency  strongly  attracted  the  attention  of 
Parliament,  and  a  committee  was  appointed  in 
1804-  We  have,  in  its  proper  place,  given  some 
account  of  the  proceedings  of  this  committee 
(Bahkihq  in  Ibbi.and),  and  merely  notice  it 
here  as  the  first  occasion  on  which  a  Parlia- 
mentary Committee  enunciated  the  doctrine,  that 
the  issue  of  paper  currency  should  be  regulated 
by  the  foreign  exchanges.  It  was  on  this  occa- 
sion, too,  that  the  doctrine  which  was  afterwards 
maintained  with  such  pertinacity  in  this  country, 
was  first  put  forward,  that  it  was  not  the  bank 
note  that  had  fiUlen  to  a  discount,  but  the  value 
ofgold  that  had  risen.. 

PAET  U.      VOU   I. 


155.  In  this  year  the  scarcity  of  the  silver 
coinage  was  so  severely  felt  that  the  bank  issued 
5s.  dollars  to  supply  the  want,  of  which  1,419,481 
were  put  into  circulation.  In  1806  the  loan  of 
three  millions,  which  was  the  consideration  for 
the  renewal  of  the  Charter  in  1800,  became  due. 
But  the  Bank  was  persuaded  to  renew  it  at  3  per 
cent,  per  annum  until  six  months  after  the  ratifi- 
cation of  peace.  In  1807  a  committee  was 
appointed  to  inquire  into  the  various  branches  of 
the  public  expenditure,  and  amongst  others  into 
the  payments  made  into  the  Bank  of  England. 
In  the  second  report  are  some  interesting  details 
respecting  the  connection  between  the  I^nk  and 
the  government. 

156.  It  was  in  1806  and  the  following  years, 
that  the  circumstances  occurred,  which  were  the 
origin  of  that  great  derangement  of  the  currency 
which  was  the  occasion  of  the  appointment  of 
the  Bullion  Committee.  Owing  to  the  shutting 
up  of  the  continental  ports  by  the  Berlin  decree, 
a  degree  of  scarcity  was  expected  in  the  raw 
material  of  our  manufactures  which  came  from 
the  North  of  Europe.  A  violent  speculative 
fever  immediately  commenced  in  these  articles. 
Difficulties  also  with  America,  in  consequence  of 
the  absurdity  of  our  own  orders  in  Council, 
raised  the  price  of  the  raw  produce  of  that 
country  in  an  equal  degree.  At  the  same  time, 
the  throwing  open  of  the  markets  of  South 
America  seemed  to  give  a  boundless  demand  for 
manufactured  goods.  Speculation,  thus  aggra- 
vated by  so  many  concurring  causes,  swelled  up 
in  proportion  to  the  magnitude  of  the  markets 
thrown  open.  A  complete  phrenzy  seized  the 
nation.  It  spread  from  commerce  to  Joint  Stock 
Companies.  The  infatuation  of  1720  was  repro* 
duced.  Joint  Stock  Companies  of  all  descrip- 
tions— ^for  canals,  bridges,  Insurances,  breweries, 
and  multitudes  of  others — started  up  like  mush- 
rooms. At  the  same  time  the  Bank  of  England 
fanned  the  flame  of  speculation  to  an  extent 
far  beyond  the  bounds  of  ordinary  rashness.  It 
is  stated  by  Sir  Francis  Baring,  in  his  evidence 
before  the  Bullion  Committee,  that  since  the 
restriction,  he  knew  of  many  instances  of  clerlLS 
not  worth  £100  who  had  started  as  merchants, 
and  liad  been  allowed  to  have  discount  accounts 
of  from  £5,000  to  £10,000,  which  demand,  he  said, 
was  caused  by  the  Bank,  and  not  by  the  regular 
demands  of  trade,  and  which  could  not  exist 
if  the  restriction  was  removed.  The  paper  dis- 
counted by  the  Bank,  which  had  been  £2,946,500 
in  1795,  rose  to  £15,475,700  in  1809,  and  to 
£20,070,600  in  1810. 

157.  Along  with  this  extravagant  speculation, 
partly  caused  by  it,  and  partly  fanning  it,  a 
multitude  of  country  banks  started  up  in  all 
directions,  and  inundated  the  country  with  their 
notes,  exactly  as  had  happened  before  1793.  In 
the  year  1797  they  had  been  reduced  to  270;  in 
1808  they  had  increased  to  600 ;  and  in  18iO, 
when  the  Bullion  Committee  were  appointed, 
they  amounted  to  721,  and  the  quantity  of  paper 
they  had  put  into  circulation  was  supposed  to 
amount  to  £30,000,000.  At  the  same  time  the 
Bank  of  England  had  increased  its  issues  to 
£21,000,000,  a  quantity  declared  by  some  of  the 
most  eminent  witnesses,  far  to  exceed  the  legiti- 
mate wants  of  the  country. 

158.  Concurrently   with    these   extravagant 
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epecnlations  and  issues  of  notes,  the  price  of  gold 
bullion  rose  rapidly,  and  the  foreign  exchanges 
fell  in  an  eqasd  degree,  exactly  the  same  symptoms 
as  had  been  manifested  in  Ireland  in  1804. 
Specie  totally  disappeared  from  circulation. 
J.  Say  says  that  upwards  of  £9,000,000  in 
guineas  was  smuggled  over,  and  landed  at  the 
Belgian  ports.  Standard  gold,  which  had  been 
X4  per  ounce  since  1805,  rose  to  £4  10s.  in  Feb- 
ruary, 1809,  and  to  £4  13s.  in  January,  1810. 
Silver  rose  from  58.  4d.  to  5s.  7d.  the  ounce, 
and  the  Exchange  with  Hamburgh,  which  was  at 
35*6  in  January,  1805,  gradually  fell  through  the 
succeeding  years  till  it  reached  28*6  in  January, 
1810.  '^.  Baring  stated  that  guineas  then 
brought  26s.  and  27s.  Under  these  circum- 
stances, Mr.  Horner,  on  the  1st  February,  1810, 
moved  for  several  returns  relating  to  currency 
and  exchanges.  And  on  the  10th,  the  Bullion 
Committee  were  appointed. 

159.  As  we  have  given  a  ftiU  analysis  of  this 
celebrated  Report  in  its  proper  place  (Bulxjon 
RspoaT),  we  shall  say  no  more  about  it  here, 
f^her  than  this,  that  what  Mr.  Fox  had  called 
the  fantastical  doctrine  that  it  was  not  the  note 
which  had  fallen^  but  foM  that  had  risen,  seemed 
to  have  taken  possession  of  the  immense  majority 
of  mercantile  men,  and  they  almost  all  repudiated 
the  idea  that  the  issues  of  bank  notes  had  any- 
thing to  do  with  the  foreign  exchanges.  Never- 
theless the  Committee  came  exactly  to  the  same 
conclusion  that  the  Committee  of  1804  had  done 
in  the  Irish  case,  that  the  depression  of  the  foreign 
exchanges  was  owing  to  the  excessive  issues  of 
bank  notes,  and  that  the  latter  were  at  a  heavy 
discount.  They  laid  down  a  series  of  propositions 
regarding  the  currency  and  monetary  system 
rBuLLioM  Report),  which  they  proposed  for 
the  adoption  of  the  House,  and  they  said  that 
these  overissues  of  the  bank  could  only  be  cured 
by  a  resimiption  of  cash  payments,  which  they 
recommended  should  take  place  within  two  years 
from  that  date.  The  resolutions  were  brought 
before  the  House  in  1811,  and  tiie  first  was  nega- 
tived by  a  majority  of  151  to  75,  the  fourteen 
next  were  negatived  without  a  division,  and  the 
last,  recommending  a  resumption  of  cash  pay- 
ments within  two  years,  was  rejected  by  180 
to  45. 

160.  No  sooner  was  the  Bank  freed  by  this 
mioisterial  triumph  from  all  fears  of  restraint 
than  it  began  to  issue  its  notes  with  greater  pro- 
fusion thim  ever.  In  March,  1812,  the  market 
price  of  gold  was  £4  16s.,  or,  more  truly,  the 
bank  note  had  fallen  to  16s.  3d.,  and  Lord  King 
issued  a  circular  to  several  of  his  tenants  remind- 
ing them  that  their  contract  was  to  pay  a  certain 
quantity  of  the  legal  coin  of  the  country,  and  tiliat 
the  present  paper  currency  was  considerably  de- 
preciated. He  said  that  in  future  he  should 
require  his  rents  to  be  paid  in  the  legal  gold  coin 
of  the  realm,  but  that  as  his  object  was  merely  to 
secure  the  payment  of  the  real  intrinsic  value  of 
the  sum  stipulated  by  agreement,  he  should  be 
willing  to  receive  the  amount  in  Portug^  gold 
coin,  of  an  equal  weight  with  that  of  the  stipu- 
lated number  of  guineas,  or  by  an  amount  of 
bank  notes  sufficient  to  purchase  the  weight  of 
standard  gold  requisite  to  discharge  the  rent. 

161.  In  fact,  the  insane  vote  of  the  House  of 
Commons  made  the  value  of  every  man*s  pro- 
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?erty  dependent  on  the  will  of  the  Bank  Directors. 
'his  was  fraught  with  the  most  alarming  conse- 
quences to  every  one  who  had  a  fixed  income,  as 
whilst  the  price  of  every  article  of  prime  necessity 
kept  pace  with  the  depreciation  of  the  currency, 
any  one  like  a  landlord  having  only  a  fixed 
rent  to  receive,  was  paid  in  a  depreciated  pap^, 
while  his  tenants  received  the  increased  nominal 
prices  of  then:  commodities.  That  Lord  King's 
demand  was  legal  no  one  pretended  to  deny ;  but 
when  this  practical  sarcasm  was  passed  upon  the 
resolution  of  the  House  of  Commons,  it  excited 
the  vehement  hostility  of  the  ministerial  party» 
and  the  most  unmeasured  abuse  was  heaped  upon 
him  for  incivism.  Lord  Stanhope  brought  in  a 
bill  making  it  a  misdemeanour  to  make  any 
difference  betweai  guineas  and  bank  notes. 
He  said  that  he  had  been  informed  of  many 
instances  in  which  a  £1  note  and  seven  shillings 
had  been  demanded  for  a  guinea,  in  which  he  was 
confirmed  by  Lord  Holland.  Admirable  com- 
mentary upon  the  resolutions  carried  so  triumph- 
antly in  the  House  of  Commons  only  two  months 
before,  and  then  standing  on  their  journals,  that 
in  public  estimation  guineas  and  bank  notes  were 
equal  I 

162.  The  followingTiarvest  was  extremely  de- 
ficient, and  the  price  of  com  began  rapidly  to 
rise  until  August,  1812,  when  the  average  was 
155s.  in  England  and  Wales,  and  some  Dantzic 
wheat  brought  180s.,  and  oats  actually  touched 
84s.  The  market  or  paper  price  of  gold  con- 
tinued to  rise  till  November,  1818,  when  it  stood 
at  £5  10s.,  the  value  of  the  bank  note  being 
14s.  2d.  The  long  continuance  of  high  prices, 
partly  caused  by  a  series  of  bad  harvests,  and 
partly  by  the  depreciation  of  the  paper  in  which 
they  were  paid,  gave  rise  to  the  belief  that  they 
would  be  permanent.  Immense  speculations 
began  in  land  jobbing,  and  vast  tracts  of  waste 
and  fen  land  were  reclaimed.  Bents  in  most 
cases  rose  to  treble  what  they  were  in  1792 ;  all 
the  new  agricultural  engagements  entered  into  at 
this  period  were  formed  on  the  basis  of  these 
infiated  prices.  Landlords  and  tenants  increased 
their  expenditure  in  a  like  proportion,  and  family 
settlements  were  made  on  a  commensurate  scale. 
As  a  natural  consequence,  country  banks  greatly 
multiplied.  In  181 1  they  were  728,  in  1813  they 
had  risen  to  940,  and  the  amount  of  their  issues 
was  supposed,  on  the  most  moderate  estimate,  to 
be  about  £25,000,000.  After  the  disasters  to  the 
French  armies,  in  the  campaigns  of  1813,  the 
ports  of  Northern  Europe  were  thrown  open  to 
British  commerce,  which  naturally  gave  rise  to 
enormous  speculative  exports  and  overtrading. 

163.  The  harvest  of  1813  wasprodiriously  abun- 
dant, so  that  the  price  of  com  whicn  in  August, 
1812,  had  been  155s.,  rapidly  fell;  and  in  July, 
1814,  was  only  68s.  The  exporting  speculations 
were  at  their  height  in  the  spring  of  1814,  and 
the  prices  of  all  such  commodities  rose  to  a  very 
unusual  height  Every  branch  of  industry  was 
affected  by  these  causes,  and  the  natural  and 
inevitable  consequence  soon  foUowed---a  violent 
revulsion  and  general  depression  of  prices  of  all 
sorts  of  property,  which  entailed  such  general 
and  universal  losses  and  failures  among  the 
agricultural,  commercial,  manufacturing,  mining, 
shipping,  and  building  interests,  as  had  nev^ 
before  been  paralleled.    As  is  always  the  case. 
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tbe  eonseqneiices  of  the  wild  epeculaticMis  and 
engiagements  pearsons  hod  entered  into  daring  the 
oontinoance  of  the  fever,  continued  to  be  felt  for 
some  years  afterwards.  The  disafiters  commenced 
in  the  antnmn  of  1814,  continued  with  increasing 
Beyerity  daring  1815,  and  reached  their  height  in 
1816-1 7.  Daring  these  years  eighty-nine  country 
bankers  became  baakrnpt,  and  the  redaction  of 
the  issoes  of  country  paper  was  such,  that  in 
1816,  its  amount  was  little  more  than  half  what 
it  had  been  in  1814. 

164.  This  general  discredit  of  conntry  bank 
paper,  resembling  what  had  proTiously  occurred 
m  17d3  and  1797,  caused  a  demand  for  additional 
issues  from  the  Bank  of  England  to  help  to  main- 
tain public  credit;  and  though  this  caused  an 
extension  of  the  Bank  paper  by  upwards  of 
A000,000,  so  great  was  the  abstraction  of 
coimtiy  issues  from  circulation,  (to  certainly 
three  times  the  amount  of  the  Bank  of  England 
iasoes,)  that  the  value  of  the  whole  currency  rose, 
M,  that  while  in  May,  1815,  the  nutfket,  or  paper, 
price  of  gold  was  £5  6s.,  the  exchange  on  Ham- 
hmgh  28-2,  and  that  on  Paris  19,  m  October, 
1816,  the  paper  price  of  gold  had  fallen  to 
£3  18s.  6d.,  the  exchange  en  Hambui^gh  was  38, 
and  that  on  Paris  26*10,  and  they  remained  with 
little  variation  at  these  figores  till  July,  1817. 

165.  Hence,  at  length,  was  manifested  the  most 
complete  triumph  of  the  principles  of  the  Bullion 
Beport  The  great  pleibhora  of  this  worthless 
qoantity  of  paper  currency  being  removed,  the 
nine  of  the  whole  cun'ency  was  raised  almost  to 
par;  so near^  in  ftct,  that  the  smallest  care  and 
attention  would  have  brought  it  quite  to  par; 
and  it  was  indeed  said,  that  the  price  of  gold  at 
this  period  would  actually  have  fallen  to  its 
Bstoral  level,  if  the  Directors  of  the  Bank  had 
not  chosen  for  particular  reasons  to  give  more 
thao  they  need  have  done. 

166.  And  we  must  bsff  our  readers  to  impress 
this  &ct  indelibly  on  uneir  minds,  because  a 
whole  host  of  writers,  whose  ignorance  of  science 
can  only  be  matched  by  their  gross  ignorance 
of  iactsi  have  maintained  that  it  was  the  Act 
of  1819  which  caused  a  violent  disturbance  in 
the  relative  value  of  the  Bank  Note  and  coin ; 
whereas  the  true  &ct  is,  that  the  great  restoration 
of  the  value  of  the  paper  currency  to  par  tooh 
fiaee  in  1816,  from  the  operation  of  natural 
catsee,  and  not  from  any  Ad  of  Parliament  what- 
ever* 

167.  We  have  seen  that  on  several  pievious 
occasitnis  the  Bank  had  Intimated  to  the  govern- 
ment their  perfect  readiness  and  ability  to  resume 
payments  in  cash,  but  had  always  been  prevented 
from  doing  so  fw  political  reasons.  Li  1815, 
when  peace  was  finallv  restored,  they  prepared  in 
good  &ith  to  be  ready  to  do  so,  as  soon  as  they 
abonld  be  requu-ed;  and  during  that  year  and 
1816  they  accumulated  so  much  treasure,  that,  in 
November,  1816,  they  gave  notice  of  their  in- 
tention to  pay  all  their  notes  dated  previously  to 
the  ist  January,  1812;  and  in  April,  1817,  all 
ueb-  notes  dated  before  the  Ist  January,  1816. 
nheu  Uus  was  done  there  was  found  to  be 
scarcely  any  demand  upon  them  for  gold.  The 
nation  had  got  so  accustomed  to  a  paper  currency, 
that  they  were  most  unwilling  to  receive  gold  for 

k  ^'  ^'i^^key,  one  of  the  largest  bankers  in 
the  West  of  England,  said  that  during  this  partial 


resumption  of  cash  payments,  it  cost  him  nearly 
£100  to  remit  the  suiqplus  coin  which  accumulated 
upon  him  to  London,  as  he  could  not  get  rid  of  it 
in  the  country,  his  customers  all  preferring  his 
notes;  many  persons  who  had  hoarded  guineas 
requested  as  a  favor  to  have  notes  in  exchange. 

168.  In  March,  1815,  the  restriction  was  pro- 
longed to  July,  1816.  The  bill  was  brought  in 
and  passed  before  the  news  of  Napoleon's  quitting 
Elba  had  reached  England.  The  Act  was  scarcely 
passed  when  the  new  war  broke  out,  which  ended 
at  Waterloo,  and  the  expenses  of  the  campaign 
made  the  ministry  dread  a  monetary  crisis,  and 
the  restriction  was  subsequently  prolonged  to 
July,  1818. 

169.  The  partial  resumption  of  cash  payments 
was  attended  with  perfect  success ;  it  caused  no 
very  great  demand  for  gold,  which  continued  to 
accumulate  in  the  Bank  till  October,  1817,  when 
it  reached  its  maximum,  being  £11,914,000.  In 
that  month,  the  Bank  gave  notice  that  it  would 

Say  off  in  cash  all  the  notes,  dated  before  the  Ist 
anuary,  1817,  or  renew  them,  at  the  option  of 
the  holder.  In  the  course  of  1817  a  very  large 
amount  of  foreign  loans  were  contracted  for; 
Prussia,  Austria,  and  other  continental  states  of 
lesser  importance,  were  endeavouring  to  replace 
their  depreciated  paper  by  a  metallic  currency, 
and  as  money  was  abundant  in  England,  a  very 
large  portion  of  these  loans  was  taken  up  here. 
The  effect  of  this  began  to  manifest  itself  in 
April,  1817,  when  the  exchanges  with  Hamburgh 
and  Paris  began  to  give  way,  and  the  market 
price  of  gold  to  rise.  These  phenomena  increased 
gradually  throughout  1818,  until  in  January, 
1819,  the  price  of  gold  was  £4  Ss.,  the  exchange 
on  Hamburgh  33*8,  and  that  on  Paris  23-50.  In 
July  1817,  the  new  gold  coinage  b^jan  to  be 
issued  from  the  Mint  in  large  quantities.  The 
consequence  was,  a  steady  demand  for  gold  set  in 
upon  the  Bank,  and,  in  pursuance  of  its  notices, 
the  sum  of  £6,756,000  was  drawn  out  of  it  in 
gold.  Just  at  tMs  time  the  British  Government 
reduced  the  rate  of  interest  upon  Exchequer 
Bills.  The  much  higher  rate  of  interest  offered 
by  continental  governments  caused  a  great  de- 
mand for  gold  for  exportation,  and  in  the  begin- 
ning of  1818  a  very  decided  drain  set  in.  The 
Bank  Directors,  however,  determined  to  set  all 
the  principles  of  the  Bullion  B«port  ostentatiously 
at  defiance.  While  this  ereat  drain  was  going 
on,  they  increased  their  advances  to  government 
fr(m.  £20,000,000  to  £28,000,000,  and  though 
they  perfectly  well  knew  that  the  demand  for 
gold  was  for  exportation,  they  took  no  measures 
whatever  to  reduce  their  issues  for  the  purpose 
of  checking  the  export.  At  the  same  tmie  the 
issues  of  country  banks  had  increased  by  two- 
thirds  since  1816. 

170.  This  demand  for  gold  became  more  in- 
tense during  1818  and  the  beginniug  of  1819, 
and  it  became  evident  that  the  Bank  would  soon 
be  exhiuisted,  if  legislative  interference  did 
not  take  place.  Accordingly,  on  the  3rd  Feb- 
ruary, 1819,  both  Houses  appointed  committees 
to  inquire  into  the  state  of  the  Bank ;  and  on  the 
5th  April  they  reported  that  it  was  expedient  to 
pass  an  act  immediately  to  restrain  the  Bank 
from  paying  cash,  in  terms  of  its  notices  of 
1816-17.  An  act  for  that  purpose  was  passed  in 
two  days.    It  was  stated  in  the  report  of  the 
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Commons,  that  in  the  first  six  months  of  1818, 
125  millions  of  francs  had  been  coined  at  the 
French  Mint,  three-fonrths  of  which  had  been 
derived  from  the  gold  coin  of  this  country.  The 
Act,  Statute  1819,  c.  23,  forbade  the  Bank  to  make 
any  payments  in  gold  whatever,  either  for  frac- 
tionsd  sums  under  £5,  or  any  of  their  notes, 
during  that  session  of  Parliament.  Thus  the 
Bank  was  totally  closed. 

171.  The  most  remarkable  thing,  however, 
connected  with  these  investigations,  was  the 
entire  revolution  in  opinion  that  had  taken  place 
in  the  minds  of  mercantile  men  regarding  the 
true  principles  of  the  currency.  In  the  com- 
mittees of  1804  and  1810,  the  immense  preponder- 
ance of  commercial  opinion  was  entirely  adverse 
to  the  doctrine  that  the  issues  of  paper  currency 
had  any  effect  on  the  Exchanges,  or  the  price  of 
bullion,  or  should  be  regulated  by  them.  Never- 
theless the  reports  of  both  committees  were 
entirely  in  the  teeth  of  the  mercantile  evidence. 
The  Bullion  Report  had  now  been  before  the 
country  for  nine  years,  and  had  caused  more 
public  discussion,  both  in  parliament  and  the 
press,  than  almost  any  subject  whatever ;  and  it 
is  perfectly  manifest  that,  if  its  principles  were 
erroneous,  the  commercial  world  would  only 
have  been  further  strengthened  in  their  opposition 
to  them.  But  what  was  the  result  now  ?  The 
overwhelming  mass  of  commercial  evidence  was 
entirely  in  their  favorn*.  The  current  of  mer- 
cantile evidence  was  now  just  bs  strong  on  their 
side,  as  it  had  formerly  been  against  them.  Mer- 
chant after  merchant,  and  a  long  series  of  Bank 
Directors,  came  forward  to  avow  their  entire 
concurrence  in  them.  What  could  be  more 
triumphant  than  this?  What  could  be  more 
splendid  testimony  to  their  accuracy  and  sound- 
ness, than  the  fact  that  they  had  converted  the 
immense  hostile  majority  of  the  commercial 
world — ^a  memorable  example  that  statesmen  and 
men  of  general  education,  though  they  should 
always  receive  statements  of  fact  with  the  utmost 
deference  from  "practical"  men,  should  never 
let  their  judgment  be  subjugated  by  the  opinions 
of  such  persons,  but  shoidd  always  assert  an  in- 
dependent right  to  apply  the  principles  of  general 
reasoning  to  these  pnenomena,  as  well  as  to  all 
others. 

172.  The  old  opinions  of  the  mercantile  wit- 
nesses of  1810  were  now  so  thoroughly  exploded 
that  they  bad  scarcely  a  voice  in  their  favour. 
There  was  only  one  body  of  men  who  still 
adhered  to  the  old  opinions — the  majority  of  the 
Court  of  Directors  of  the  Bank  of  England. 
Notwithstanding  that  the  Grovemor  and  Deputy- 
Governor,  and  a  large  number  of  other  Directors 
had  entirely  adopted  the  opinions  of  the  Bullion 
Report,  on  the  occasion  of  some  questions  being 
sent  for  their  consideration  by  the  Committee  of 
the  House  of  Commons,  the  Court  took  the  oppor- 
tunity of  recording  publicly  their  disapproval  of 
the  doctrines  which  were  now  in  the  ascendant. 
On  the  25th  March  they  resolved,  "  That  this 
Court  cannot  refrain  from  adverting  to  an  opinion 
strongly  insisted  upon  by  some  that  the  Bank  has 
only  to  reduce  its  issues  to  obtain  a  favourable 
turn  in  the  exchanges,  and  a  consequent  influx  of 
the  precious  metals ;  the  Court  conceives  it  to  be 
its  duty  to  declare  that  it  is  unable  to  discover 
any  solid  foundation  for  such  a  sentiment."  Thus 


we  see  that  the  very  body  of  persons  in  the 
country  who,  it  was,  above  aU  others,  important 
should  be  guided  by  true  principles,  and  upon 
whose  action  so  mighty  public  interests  rested, 
were  the  very  persons  who  prolonged  the  ex- 
ploded errors  for  years  after  every  other  sane 
man  in  the  country  had  adopted  the  true  views. 

178.  The  report  of  the  Lords'  Committee  con- 
tented itself  with  recording  the  opinions  of  the 
different  witnesses  upon  the  great  question  so 
long  agitated,  it  pronounced  no  judgment  of  its 
own  upon  the  soundness  of  the  different  views. 
It  was,  however,  very  decided  in  its  recom- 
mendation to  return  to  the  ancient  metallic 
standard  as  speedily  as  could  be  done,  with  a  due 
regard  to  the  interests  of  commerce.  The  Com- 
mittee of  the  Commons  expressed  their  opinion, 
that  when  the  exchanges  became  unfavourable, 
and  the  market  price  of  gold  rose  above  the  mint 
price,  the  only  mode  in  which  the  Bank  could 
have  retained  the  coin  in  circulation,  was  by  con- 
tracting their  issues.  And  they  said  that  bow- 
ever  the  exchanges  might  have  been  affected 
during  the  last  and  preceding  year,  they  had  no 
reason  to  apprehend  the  same  or  any  other  causes 
could  continue  to  affect  them  in  such  a  degree  as 
to  preclude  the  Bank  of  England,  by  a  constant 
reference  to  the  exchanges- and  the  price  of  gold, 
and,  when  necessary,  by  a  cautious  reduction  of 
their  paper  currency,  from  gradually  approxi- 
mating its  value  to  that  of  gold,  and  ultimately 
re-establishing  and  maintaining  it  at  par.  Both 
Houses  agreed  in  recommending  that  after  the 
1st  February,  1820,  the  bank  should  be  required 
to  deliver  gold  of  standard  fineness  in  quantities 
of  not  less  than  sixty  ounces,  at  £4  Is.  per 
ounce ;  but  that  after  the  1st  October,  1820,  the 
rate  should  be  reduced  to  £3  19s.  6d.,  and  after 
the  1st  May,  1821,  it  should  be  reduced  to  the 
mint  price  of  £S  17s.  lO^d.  per  ounce,  that  this 
liability  to  pay  in  bullion  should  continue  for  not 
less  than  two,  nor  more  than  three  years  from 
1st  May,  1821,  when  payments  in  cash  should  be 
resumed.  They  also  expressed  their  opinion  that 
the  great  destruction  of  country  bank  paper  in 
1816-17  had  been  partly  instrumental  in  reducing 
the  price  of  golo,  and  making  the  exchange 
favourable  during  that  period.  That  from  the 
numerous  circumstances  affecting  the  value  of 
Bank  of  England  paper — ^the  varying  state  of 
commercial  credit  and  confidence — ^the  fiuctua^ 
tions  in  the  amount  of  country  bank  paper,  and 
other  reasons,  no  satisfactory  conclusion  could  be 
drawn  from  the  mere  numerical  amount  of  their 
issues  at  any  given  time. 

174.  It  was  not  to  be  expected  that  the  princi- 
ples of  the  Report  should  command  the  universal 
assent  of  so  large  a  body  as  the  conmiercial  world 
of  London,  many  of  whom,  though  no  doubt  ex- 
cellent men  of  business,  in  their  own  particular 
lines,;could  not  be  expected  to  have  much  scienti- 
fic knowledge  of  such  subjects.  Accordingly  a  peti- 
tion was  signed  by  about  500  merchants,  bankers, 
and  others,  and  also  one  by  the  Directors  of  the 
Bank  of  England.  These,  however,  had  no  effect 
upon  either  House  of  Parliament.  After  debates 
in  both  Houses,  which  well  deserve  the  attentive 
study  of  all  students  in  Political  Economy,  the 
bill  which  was  introduced  into  the  House  of 
Commons  by  Mr.  Peel,  the  chaii*man  of  the  Com- 
mittee, passed  both  Houses,  without  a  disseudcut 
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Toice— Mr.  Canning  in  the  Honse  of  Commons 
declaring,  amidst  loud  and  general  cheering,  that 
it  was  die  nnanimous  determination  of  Parlia- 
meut  that  the  coontry  shoald  return  as  soon  as 
possible  to  the  ancient  standard  of  valne,  in  the 
establishment  of  a  metallic  currency ;  and  Lord 
Liverpool  in  the  Lords  said  that  the  bill  had  met 
with  no  opposition,  and  required  no  defence. 
The  chief  provisions  of  this  Act,  Statute  1819, 
c  49,  were — 

L  The  Acts  then  in  force  for  restraining  cash 
inyments  should  be  continued  till  the  1st  May, 
1823,  when  they  were  finally  to  cease. 

II.  That  on  and  after  the  1st  February,  and 
before  the  1st  October,  1820,  the  Bank  of  England 
should  be  bound,  on  any  person  presenting  an 
amoont  of  their  notes,  not  less  than  of  the  value 
or  price  of  sixty  ounces,  to  pay  them  on  demand, 
at  the  rate  of  £A  Is.  per  ounce,  in  standard  gold 
boJlion,  stamped  and  assayed  at  the  Mint. 

TIL  That  between  the  1st  October,  1820,  and 
the  1st  May,  1821,  it  should  pay  in  a  similar 
manner  in  gold  bullion,  at  the  rate  of  £3  19s.  6d. 
per  ounce. 

IV.  That  between  the  1st  May,  1821,  and  the 
1st  May,  1823,  the  rate  of  the  gold  bullion  should 
be  £3  17s.  lOJd.  per  ounce. 

V.  During  the  first  j)eriod  above  mentioned,  it 
might  pay  in  gold  buluon,  at  any  rate  less  than 
i4  Is.,  and  not  less  than  £3  19s.  6d.  per  ounce ; 
m  the  second  period,  at  any  rate  less  than 
X3  19s.  6d.,  and  not  less  than  £3  17s.  lOiid., 
upon  giving  three  days*  notice  in  the  Oazette,  and 
6i¥!cifying  the  rate ;  but  after  doing  so  they  were 
not  to  raise  it  again. 

YL  These  payments  were  to  be  made  in  bars, 
or  ingots,  of  the  weight  of  60  oz.  each,  and  the 
Baak  might  pay  any  fractional  sum  less  than 
40s.  above  that  in  the  legal  silver  coin. 

VII.  The  trade  in  gold  bullion  and  coin  was 
dechired  entirely  free  and  unrestrained. 

In  conjunction  with  this  Act,  a  most  salutary 
measore  was  passed  (Statute  1819,  c.  76)  to  put 
a  stop  to  the  evil  which  the  Bank  directors  them- 
selves alleged  had  brought  about  the  catastrophe 
of  1797,  namely,  the  enormous  sums  the  govern- 
ment had  been  in  the  habit  of  demanding  from 
the  Bank  by  way  of  advances,  without  any  par- 
liamentary security,  which  Mr.  Pitt  had  so  grossly 
abused.'  By  this  Act  the  Bank  was  forbidden  to 
make  any  advances  of  any  description,  without 
the  express  and  distinct  authority  of  Parliament 
for  thi^  purpose  firet  had  and  obtained. 

175.  Thus  we  must  beg  our  readers  care- 
^ly  to  observe  the  cautious  and  deliberate  man- 
ner which  Parliament  adopted  to  bring  about  a 
permanent  restoration  of  the  true  measure  of 
value,  a  metallic  currency.  They  even  sanctioned 
t  species  of  bankruptcy  for  a  reasonable  period, 
in  order  not  to  make  the  change  too  violent. 
And  yet  numbers  of  writers  and  speakers  at  the 
present  day  declaim  against  the  violence  and  in- 
jiptice  of  the  Act  of  1819,  as  if  it  had  caused  a 
violent  and  abrupt  reduction  in  the  value  of  the 
Bank  Note.  Such  statements  can  only  proceed 
from  the  most  shameful  ignorance  of  the  facts  of 
the  case,  or  from  the  most  shameful  and  wUftd 
dishonesty.  The  abrupt  and  violent  restoration 
of  the  Paper  Currency  to  par  took  place  in  1816, 
ud  not  in  1819,  as  we  have  already  shewn,  and 
▼as  not  prodnced  by  any  law  whatever.    The 


Bank  resumed  partial  payments  of  its  currency 
in  1816,  and  was  rapidly  proceeding  to  a  total 
resumption  of  cash  payments,  when  the  monetary 
disturbances  of  1818  took  place;  and  it  was  only 
the  mismanagement  of  the  directors,  and  their 
deliberate  violation  of  the  true  principles  of  mo- 
netary science,  that  brought  about  the  stoppage 
of  1819.  And  ultimately  the  Bank  resumed  cash 
payments  in  full,  of  its  own  accord,  two  years 
before  the  time  limited  by  law. 

176.  This  great  Act  for  the  preservation  oi 
the  national  good  faith,  the  restoration  of  the 
measure  of  value,  was  accomplished  with  the 
unanimous  consent  of  every  man  of  sound  judg- 
ment. But,  unfortunately,  no  sooner  had  it  be- 
come law,  than  an  unusually  severe  and  long 
continued  disturbance  in  the  ordinary  proportion 
of  supply  and  demand  in  a  great  variety  of  pro- 
ductions took  place.  The  violent  fluctuations  in 
prices  which  necessarily  followed  this  great  de- 
rangement, caused  much  public  distress,  and 
afiorded  an  opportunity  for  the  antagonists  of  the 
Act  of  1819  to  acquire  such  strength,  as  to  induce 
the  government  to  tamper  with  the  Act,  before  it 
came  into  full  effect. 

177.  The  utter  prostration  of  all  the  great  pro- 
ducing interests  of  the  country  in  1815-16,  had 
caused  such  severe  distress,  as  to  diminish  the 
consuming  powers  of  the  people  to  an  enormous 
extent.  The  importation  of  the  great  articles  of 
consumption  in  1816,  were  in  most  cases  not  half 
what  they  had  been  in  1814.  In- 1817,  when  the 
general  prosperity  was  reviving,  the  shortness  of 
the  supply  caused  a  very  general  and  rapid  rise 
in  the  prices  of  all  commodities.  The  inevitable 
consequence  followed,  speculation  began  to  revive 
again,  and  was  much  fostered  in  1818,  by  an  ex- 
pected dearth  of  provisions.  The  crops  were 
supposed  to  be  irretrievably  damaged,  and  as 
imported  produce  was  remarkably  low,  the  prices 
of  all  sorts  of  farming  produce  rose  to  an  extra- 
vagant height.  The  home  crop  of  wheat  turned 
out  much  better  than  was  expected,  and  great 
importations  of  that  cereal  took  place;  but  all 
other  sorts  of  farming  produce  mounted  up  to  a 
great  height,  barley  being  at  63s.  6d.,  oats  at  35s., 
beans  at  76s.,  and  peas  at  79s.,  in  December,  1818. 
These  extravagant  prices  of  course  attracted  enor- 
mous importations  at  the  close  of  1818.  The 
imports  of  colonial  and  foreign  produce,  retained 
for  home  consumption,  were  more  than  double 
what  they  were  in  1816.  During  the  winter,  the 
enormous  importations  of  foreign  produce  arrested 
the  rise  in  prices,  and  as  they  further  continued, 
a  decided  fall  began  to  manifest  itself,  which  was 
in  progress  when  the  Act  for  the  restoration  of 
cash  payments  passed.  • 

178.  The  usual  consequences  followed  these 
extravagant  importations.  Importers,  trusting 
to  the  prices  of  1817,  had  given  orders  to  the 
growers  based  upon  these  prices,  and  when  the 
crops  came  to  be  brought  to  market,  the  price  had 
given  way.  Failures  accordingly  were  numerous 
in  1819,  both  in  England  and  America,  the  neces- 
sary consequence  of  a  transition  from  high  prices 
caused  by  scarcl^,  to  low  prices  arising  from  ex- 
cess of  supply.  Towards  the  autumn  of  that  year 
commercial  credit  had  revived.  The  great  im- 
portations of  wheat  in  1818  somewhat  r^uced  the 
price  in  1819,  but  it  stood  at  75s.  in  August,  and 
the  average  of  the  whole  year  was  72s.    This 
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price  continued,  with  a  few  flnctnations,  till 
Angast,  1820,  and  at  that  time  wheat  was  still  at 
72s.  A  decided  and  unanswerable  proof  that  the 
disenssions  in  Parliament,  and  the  Act  for  the 
resumption  of  cash  payments,  had  no  effect  at  all 
on  the  price  of  com.  Although  the  Bank  was 
permitted  to  pay  its  notes  in  gold  at  the  rate  of 
£A  Is.'^per  ounce,  yet  they  were  actually  at  par, 
as  the  market  price  of  gold  fell  to  Xd  178.  lO^d. 
in  August,  1819,  and  continued  at  that  rate  till 
June,  1822,  when  it  fell  to  £3  17s.  6d. 

179.  The  price  of  wheat  in  July,  1820,  was  still 
72s.,  but  the  weather  having  been  most  pro- 
pitious, the  harvest  was  of  most  extraordinary 
abundance  and  of  excellent  quality.  And  even 
its  unprecedented  exuberance  did  not  become 
fully  known  till  two  or  three  years  i^erwards, 
when  it  was  not  yet  exhausted.  The  best  autho- 
rities calculated  that  the  quantity  of  the  crop  of 
1820  was  one- third  above  the  average*  In  July, 
1821,  wheat  had  fallen  to  51s.  from  728.  in 
August,  1819.  In  September  it  had  risen  to 
62s.,  but  in  consequence  of  the  wet  weather, 
though  the  quantity  was  very  large,  the  quality 
was  very  bad.  In  consequence  of  tilie  enormous 
unexhausted  stock  of  1820,  wheat  fell  to  508.  at 
the  end  of  1821,  and  to  42s.  in  August,  1822. 
The  harvest  of  1822  was  remarkably  good,  both 
in  quantity  and  quality,  and  was  got  in  early, 
long  before  the  preceding  crops  haA  been  con- 
sumed. Besides  this,  the  importations  frx>m  Ire- 
land were  on  an  unprecedented  scale.  In  1817 
com  was  obliged  to  be  exported  to  Ireland,  in 
1820  and  1821  Ireland  exported  to  England 
upwards  of  4,000,000  quarters  of  grain  of  all 
sorts.  The  natural  and  inevitable  consequence  of 
this  was  an  immense  and  ruinous  fall  in  the 
prices  of  all  agricultural  produce.  Wheat  fell  to 
88s.  at  the  end  of  1822. 

180.  The  accumulation  of  treasure  became  so 
rapid  in  the  vaults  of  the  Bank  in  1820,  that  early 
in  1821,  the  directors  felt  themselves  in  a  posi- 
tion to  resume  cash  payments,  and  an  Act  was 
passed  to  permit  them  to  do  so  on  the  1st  May, 
1821,  instead  of  in  1823.  By  this  time  the 
Government  had  repaid  £10,000,000  of  the  debt 
it  owed  to  the  Bank,  which  all  the  witnesses 
a^eed  was  a  necessary  preliminary  to  enable  the 
directors  to  contract  their  own  issues.  The 
Statute  1821  c.  26,  enacted  that  the  Bank  might 
resume  payments  in  gold  coin  on  the  1st  Mav, 
1821.  That  persons  offered  to  be  paid  in  com 
should  not  have  the  right  to  demand  ingots ;  but 
if  the  Bank  did  not  offer  to  pay  in  coin,  the  right 
to  demand  ingots  should  continue.  The  last  im- 
pediments to  the  export  of  bullion  were  swept 
away.  The  Bank  was  "bound  to  exchange  its 
larger  notes  for  any  one  who  demanded  it  for  £1 
notes  or  gold  coin,  but  they  had  the  option  of  pay- 
ing in  notes  or  gold. 

181.  The  extravagant  height  to  which  the  com- 
bined effects  of  an  unusual  and  long-continued 
scarcity  and  the  greatly  depreciated  currency  in 
which  payments  were  made  in  1811  and  1812, 
had  produced  the  most  extravagant  speculations 
in  farming.  Barren  wastes  were  reclaimed  at  an 
enormous  expense,  which  never  could  have  been 
repaid,  except  by  maintaining  com  at  fcunlne 
prices.  Rents  and  debts  had  advanced  in  a 
similar  proportion,  and  ail  classes  of  aericnl- 
torists,  farmers  and  landlords,  had  acyustM  their 


expenditure  according  to  the  new  scale  ofprioes, 
which  they  expect^  would  endure.  Family 
settlements  and  encumbrancea  were  calculated  on 
the  same  basis.  Immediately  after  the  peace,  the 
great  faU  in  the  price  of  all  sorts  of  agricultural 
produce,  both  worn  greater  aibundance  and  tlie 
destmction  of  the  rotten  country  paper  currency, 
threatened  all  persona  connected  with  the  ^  landed 
interest**  with  general  ruin,  and  aft^  a  orn- 
siderable  stmggle  the  com  bill  of  1815  was  paased, 
the  intended  and  expected  effect  of  which  was  to 
prevent  wheat  ever  felling  below  808.  a  quarter. 
Buoyed  up  with  delusive  hox>eB,  and  firmly  be- 
lieving that  the  Act  had  for  ever  nailed  up  wheat 
to  808.  a  quarter,  the  farmers  received  a  fresh 
stimulus  to  speculation,  and  vast  sums  were  laid 
out  in  further  extending  the  cultivation  of  barren 
wastes.  However,  the  circumstances  we  have 
already  detailed  disappointed  all  these  calcula- 
tions, and  wheat  stood  at  38s.  at  the  end  of  1822, 
in  defiance  of  the  Act  which  said  it  ought  to  be 
at  80s. 

182.  The  opponents  of  the  Act  of  1819  did 
not  fail  to  tnm  the  undoubted  distress  of  the 
agricultural  classes  to  their  own  purposes,  and 
they  commenced  an  attack  on  the  current^  law 
on  April  9,  1821.  This  attack  proved  a  complete 
feilure,  being  rejected  by  a^  majority  of  141  to  27. 
As  prices  continued  to  fell  during  that  year,  the 
distress  continued  to  increase ;  and  early  in  1822 
a  Committee  of  the  House  of  Commons  was  ap- 
pointed to  report  upon  the  subject.  They  pre- 
sented their  report  on  the  1st  April,  but  it  did 
not  contain  a  word  imputing  the  low  state  of 
prices  to  anything  connected  with  the  currency. 
They  attributed  it  to  the  unprecedented  abuna- 
ance  of  amcultural  produce,  and  proposed  plans 
for  affording  the  farmers  and  others  relief  by 
temporary  advances  of  Exchequer  Bills,  nntdl  the 
glut  in  the  market  had  diminished.  In  the  de- 
bate that  followed.  Lord  Londonderry  ridiculed 
the  idea  that  the  currency  had  anything  to  do 
with  the  question,  and  said  members  had  on^ 
wasted  precious  time  in  bringing  it  forwarcL 
But  he  declared  that  he  entered  his  most  solemn 
protest  against  the  purpose  of  these  members  to 
induce  Parliament  to  commit  the  most  flagrant 
deviation  from  sound  policy  and  common  honesty 
— a  breach  of  faith  towards  the  public  creditor. 
Could  a  British  House  of  Commons  sanction  such 
a  measure,  it  would  relieve  no  class  of  the  com- 
munity; but  it  would  overwhelm  all  dassea 
with  ruin.  Were  it  possible  for  them  to  be  dis- 
honest and  base  enough  to  listen  to  a  project  of 
national  bankruptcy,  the  result  must  be  moet 
calamitous.  If  a  Parliament  could  be  found  so 
degenerate,  and  a  people  so  destitute  oi  honour 
and  common  honesty,  as  not  to  start  at  the  idea 
of  such  an  abandonment  of  i)rinciple,  the  most 
sordid  calculation  would  forbid  the  adoption  of 
such  a  measure. 

188.  The  £1  note  issues  of  the  oonntry 
bankers  in  England  had  been  suppressed  by 
Statute  1777,  c.  30,  but  in  1797  they  were  again 
permitted,  and  by  various  Acts  of  Parliament 
this  permission  was  continued  till  two  years  after 
the  resumption  of  cash  payments  by  the  Bank  of 
England.  By  the  operation  of  these  several  Acta, 
they  must  have  been  withdrawn  in  1825.  The 
distress,  however,  which  was  attributed  by  so 
numerous  and  powerful  a  party  to  the  contractioB 
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(tftheennren^,  was  em^oyed  to  indnce  minis- 
ters to  reUa  this  restriction,  and  conntry  bankers 
were  permitted  to  continne  their  £1  notes  till  the 
expifj  of  the  Bank  Charter  in  1838.  In  order 
to  improve  the  qnallty  of  the  conntry  bank  notes, 
tiie  Government  attempted  to  enter  into  negotia- 
tions with  the  Bank  of  England  to  permit  joint 
stock  banks  to  be  formed  at  a  distance  of  sixty- 
five  miles  from  London.  The  Gk>vemment  was 
tttisfied  that  if  joint  stock  banks  on  the  Scotoh 
Bjstem  could  be  formed,  it  would  add  much  to 
tbe  stability  of  pnblic  credit.  Lord  Londonderry 
prononnced  a  warm  eologinm  upon  the  Scotoh 
banks,  and  said  that  it  was  the  wish  of  the 
ministry  that  a  similar  system  should  be  intro- 
dnoed  into  England.  The  bribe  to  the  Bank  of 
England  to  consent  to  this  arrangement,  was  an 
extension  of  their  charter  for  ten  years,  bnt  the 
negotiation  ftuled. 

184.  The  opponento  of  the  Act  of  1819  were 
eDCOttraged  to  nmke  an  attack  npon  it  by  the  nn- 
qnestionabie  pnblic  distress  that  existed.  On 
the  nth  June^  1822,  Mr.  Western  moved  for  a 
committee  to  inquire  into  the  effect  of  the  Act 
npon  the  gMieral  interests  of  the  empire.  The 
burden  of  his  speech  was,  that  all  the  distress  of 
the  country  was  due  to  the  Act  of  1819,  and  to 
that  only;  which  he  said  had  made  a  violent 
contraction  in  our  currency  at  once.  This  asser- 
tion, which  was  the  main  pillar  of  his  argument, 
is  deuM^hed  by  the  simple  fact  that  the  great 
contraction  of  the  currency,  and  the  restoration 
of  the  note  to  par,  took  place  in  1816.  He  more- 
over assumed  that  the  currency  had  been  depre- 
ciated ever  since  the  Restriction  Act  of  1797. 
Mr.  HuskisBon  immediatdy  followed  in  a  speech 
demollshingthe  whole  of  Mr.Westem^s  sophistries 
one  by  one,  and  drawing  a  close  parallel  between 
the  state  of  the  currency  in  1696,  and  at  that 
time ;  and  he  concluded  by  moving  the  same  re- 
solation  that  Mr.  Montague  had  done  in  1696, 
'^That  this  House  will  not  alter  the  standard  of 
fS/M  or  silver  in  fineness,  weight,  or  denomina- 
tion.** After  a  debate  of  two  nights,  Mr.Westem's 
motion  was  rejected  by  a  majmty  of  194  to  30, 
and  Mr.  HiisSus8on*s  amendment  agreed  to. 

185.  While  this  party  clamoured  so  loudly  that 
all  the  distress  of  the  country  was  owing  to  the 
currency  Act  of  1819,  there  was  an  unanswerable 
argument  to  confute  them,  that  the  prices  of  agri- 
cultural produce  were  equally  depressed  all  over 
the  continent  oi  Europe.  The  fluctuations,  indeed, 
on  the  continent  were  more  violent  even  than  in 
England.  At  Vienna,  wheat,  which  was  at  1 1 4s.  in 
March,  1817,  fell  in  September,  1819,  to  19s.  6d.; 
at  Munich,  wheat  fell  from  151s.  in  September, 
1817,  to  24s.  5d.  in  September,  1820.  The  same 
phenomena  were  observed  in  Italy.  Similar,  but 
leas  extensive,  fluctuations  took  place  at  Lisbon. 
What  conld  the  Act  of  1819  possibly  have  to  do 
with  these  places  P  The  speech  from  the  throne 
in  France  very  properly  attributed  the  low  prices 
to  the  enormous  abundance  of  production. 

186.  But  not  only  is  it  an  absolutely  certain 
historical  fact  that  the  Act  of  1819  had  not  the 
ramotest  connection  with  the  low  prices  of  1822, 
but  it  is  proved  by  most  overwhehning  evidence, 
ihai  it  emued  no  contraction  of  ike  currency  at  ail. 
Mr.  Turner,  a  director  of  the  Bank,  states, 
*"  With  regard  to  the  effect  of  Mr.  PeeFs  BiU  on 
tile  Bank  of  England,  I  can  state  from  having 


been  in  the  direction  during  the  last  two  years, 
that  it  has  been  altogether  a  dead  letter.  It  has 
neither  accelerated  nor  retarded  the  return  to 
cash  payments."  And  Mr.  Tooke  shews  most  con- 
clusively that  the  amount  of  the  currency  so  far  as 
it  consisted  of  Bank  of  England  notes  and  coins, 
was  much  larger  in  1822  than  in  1819.  That 
this  Act,  then,  caused  any  contraction  of  the  cur- 
rency is  a  statement  most  contrary  to  truth.  Its 
only  effect  was,  what  Parliament  had  over  and 
over  again  pledged  itself  to  do,  to  fix  a  time  for 
the  return  to  cash  payments,  and  such  a  return  to 
cash  payments  would,  by  its  own  natural  opera- 
tion, prevent  the  extravagant  issues  which  the 
Bank  had  made  during  the  restriction,  which  de- 
preciated the  note  30  per  cent.,  and  robbed  every 
creditor  of  one-third  part  of  his  property.  The 
Act  of  1819  merely  restored  the  Bank  to  its  con- 
dition before  1797,  and  it  became  subject  to  the 
same  unerring  laws  of  nature,  as  its  directors  had 
confessed  it  felt  before  the  restriction. 

187.  By  the  beginning  of  1823,  the  very  infe- 
rior crop  of  1821  had  been  chiefly  consumed,  and 
the  crop  of  1822  being  of  feur  superior  quality, 
prices  be^n  slowly  to  rise,  and  the  spring  of 
1823  proving  very  backward,  prices  rose  so  ra- 
pidly that  in  June  wheat  stood  at  62s.  5d. ;  at  the 
end  of  the  year  they  were  still  37  per  cent,  below 
the  ^^remunerative"  80s.  which  Parliament  held 
out  to  farmers  as  ihe  price  which  should  be  se- 
cured to  them.  It  is  a  favorite  theory  with  some 
persons  that  the  rise  of  prices  in  1823  was  owing 
to  the  extension  of  country  bank  issues,  in  conse- 
quence of  the  Act  of  1822  prolonging  the  term  of 
their  existence.  Such  a  notion,  however,  is  de- 
cidedly negatived  by  the  evidence  of  Mr.  Burgess, 
the  secretary  of  the  Committee  of  Country  Bank- 
ers, before  the  Committee  of  1832,  where  it  is 
shewn  that  the  issues  in  1823  were  rather  lower 
than  in  1822,  and  nearly  12  per  cent,  lower  than 
in  1818 — {Report,  p.  414).  Mr.  Tooke  also  shews 
that  during  1823,  while  the  price  of  wheat  was 
rising,  the  prices  of  most  other  commodities  were 
falling,  from  which  circumstance  he  very  conclu- 
sively pronounces  that  the  idea  that  the  variation 
of  the  currency  had  anything  to  do  with  prices  in 
those  years  is  utterly  unfounded. 

188.  The  continued  depression  of  the  prices  of 
agricultural  produce,  so  much  below  what  had 
been  expected,  created  no  doubt  much  distress 
among  those  persons  who  were  hampered  with 
obligations  they  had  entered  into  upon  the  scale 
of  1811  and  1812,  and  several  petitions  were  pre- 
sented to  both  Houses  cA  Parliament  complaining 
of  it.  Mr.  Western,  not  satisfied  with  the  great 
rebuff  he  had  met  with  in  1822,  when  the  distress 
was  far  more  severe,  again  endeavoured  to  induce 
Parliament  to  disturb  the  settlement  of  1819. 
The  motion,  however,  was  rejected  by  a  majority 
of  96  to  27,  and  was  the  last  attemj^  to  tamper 
witii  the  measure  of  value. 

189.  Prices  rose  considerably  in  1824,  the 
harvest  of  1823  being  deficient  both  in  quality 
and  quantity,  and  wheat  stood  at  78s.,  and  con- 
tinue so  at  the  end  of  the  year.  The  Bank  had 
been  for  some  years  accumulating  treasure  to 
meet  the  anticipated  deficiency  of  the  country 
issues  expected  to  foUow  the  suppression  of  the 
£\  notes.  When  the  unhappy  change  in  the 
policy  of  the  government  took  place,  this  great 
amount  of  buUion  was  rendered  comparatively 
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QBeless,  and  the  country  banks  began  to  extend 
their  issnes  in  1824,  and  in  1825  they  were 
beyond  what  they  were  in  1818.  In  January, 
1824,  the  bullion  in  the  Bank  amounted  to 
£14,200,000.  During  the  preceding  year,  a  re- 
adjustment of  rents,  to  meet  the  altered  state  of 
prices,  had  taken  place,  and  the  old  stocks  having 
been  gradually  worked  off,  the  energy  of  the 
people  began  to  revive.  The  enormous  amount 
of  cash  in  the  Bank,  for  which  there  was  no  imme- 
mediate  use,  enabled  the  Government  to.  carry 
through  a  great  financial  operation,  the  reduction 
of  the  interest  upon  nearly  a  quarter  of  the  Na- 
tional Debt.  The  Navv  6  per  cents,  were  re- 
duced to  4  per  cent.,  and  the  4  per  cent,  stock  to 
3^.  This  vast  operation  had  a  very  considerable 
influence  in  curtailing  the  incomes  of  many  per- 
sons who  could  ill  afford  it,  to  a  very  incon- 
venient extent,  and  prepared  them  to  look  out 
for  more  profitable  investments  for  their  money. 
Notwithstanding  the  unhappy  and  severe  distress 
of  the  agricultural  portion  of  the  community,  Mr. 
Tooke  says  that  the  trading  and  manufacturing 
interests  had  never  before  been  in  a  more  regu- 
lar, sound,  and  satisfactory  state,  than  in  the  in- 
terval from  1821  to  1824.  At  the  close  of  the 
session  of  1823,  the  king  congratulated  Parlia- 
ment on  the  flourishing  condition  of  all  branches 
of  our  commerce  and  manu&ctures,  and  the  gra- 
dual abatement  of  agricultural  distress. 

190.  At  the  close  of  1824  the  seeds  of  the  dis- 
asters which  ensued  in  the  end  of  1825  were 
sown.  Towards  the  end  of  that  year  it  became 
evident  that  the  supply  of  some  of  the  leading 
articles  of  consumption  was  falling  short.  A 
spirit  of  speculation  sprung  up,  and  as  in  all 
similar  cases,  a  few  early  purchases,  which  were 
Buccessfal,  induced ' extensive  imitation;  and  at 
the  end  of  1824,  and  beginning  of  1825,  this  had 
amounted  to  positive  infection,  numbers  of  per- 
sons being  induced  to  go  out  of  their  own  line  of 
business  to  speculate  in  articles  with  which  they 
had  no  concern  whatever,  but  induced  by  the 
representations  of  their  brokers  to  do  so,  in  the 
hopes  of  realizing  great  and  immediate  gains. 
The  opening  of  the  markets  of  the  South  Ame- 
rican republics  and  Mexico,  in  consequence  of 
the  achievement  of  their  independence,  opened 
a  boundless  field  for  speculation.  Visions  of 
boundless  wealth  dazzled  the  eyes  of  the  public, 
from  the  working  of  the  gold  and  silver  mines 
with  British  capital.  The  long  struggles  for  in- 
dependence had  inspired  the  British  people  with 
much  sympathy  for  the  juvenile  republic,  and 
when  they  wanted  to  borrow  money  the  British 
were  only  too  eager  to  l^nd  it.  It  is  alleged 
that  £150,000,000  of  British  capital  was  sunk  in 
different  ways  in  Mexico  and  South  America. 

191.  The  king's  speech,  at  the  opening  of  the 
session  of  1825,  declared  the  utmost  gratification 
at  the  continuance  and  progressive  increase  of 
the  public  prosperity.  The  speech  of  the  mover 
of  the  address  was  exactly  in  the  same  laudatory 
strain.  And  yet  no  sooner  was  the  debate  on 
the  address  ended,  than  the  Lord  Chancellor 
called  the  attention  of  the  House  to  the  dangerous 
extent  to  which  the  mania  for  joint  stock  com- 
panies had  gone,  and  said  that  he  would  move 
for  leave  to  bring  in  a  bill  to  restrain  the  system. 
Within  seven  weeks  afterwards.  Lord  Lauder- 
dale called  the  attention  of  the  House  to  the  fury 


for  joint  stock  companies,  which  had  taken  pos- 
session of  the  people,  and  said  that  the  schemes 
already  subscribed  for  amounted  to  £200,000,000. 

192.  Now,  what  was  the  conduct  of  the  Bank 
of  England  during  this  period  P  The  bullion 
which  stood  above  £14,000,000  in  January,  1824, 
was  reduced  to  £11,600,000  in  October,  1824. 
The  exchange  on  Paris  had  been  falling  ever 
since  the  close  of  1823.  The  last  time  it  was 
above  par  was  in  June,  and  since  then  the  fall 
had  been  continuous.  The  decrease  in  bullion 
had  been  steady,  uniform,  and  rapid  ever  sinoe 
March.  Now,  when  it  was  known  that  immense 
sums  were  leaving  the  country,  and  the  exchange 
faHing  lower,  what  did  the  Bank  doP  It  ta- 
creased  its  issues.  During  the  month  of  October, 
1824,  they  were  increased  £2,300,000.  When 
every  consideration  of  common  sense  and  pru- 
dence demanded  a  rapid  contraetum,  when  the 
speculative  fever  was  plainly  declared,  instead  of 
doing  what  they  could  to  check  it  they  added 
friel  to  the  flames.  The  directors  set  all  the 
principles  of  the  Bullion  Report  at  utter  defiance, 
and  of  course  the  drain  upon  them  proceeded 
with  increased  rapidity.  In  April,  1825,  the  bul- 
lion was  diminished  by  upwards  of  £4,000,000, 
and  their  issues  were  £3,600,000  higher  when 
they  had  only  £6,650,000  of  bullion,  than  when 
they  had  £14,000,000. 

1 93.  The  speculative  fever  was  at  its  height  in 
the  first  four  months  of  1825,  when  it  came  to  an 
end  in  the  natural  course  of  things.  Vast  numbers 
of  persons  who  had  embark^  in  liiese  wild 
schemes,  with  the  hope  of  selling  out  before  the 
inevitable  crash  came,  were  now  called  upon  for 
their  subscriptions.  Vast  quantities  of  capital 
having  been  already  absorbed,  had  the  inevitaUe 
effect  of  raising  the  rate  of  interest  Successive 
calls  compelled  the  weaker  holders  to  realize, 
and  while  the  demand  for  ready  money  was 
immediate  and  pressing,  the  prospect  of  retoms 
was  distant  and  uncertain.  Accordingly,  after 
May  and  June,  the  decline  was  rapid.  The 
South  American  mines  and  loans  proved  almost 
total  losses.  The  increase  of  commodities  which 
speculation  had  caused  rapidly  sent  down  prices. 
The  obligations  of  the  speculators  now  became 
due,  and  the  sale  of  the  commodities  had  to  be 
forced  to  meet  them.  Universal  discredit  now 
succeeded,  goods  became  unsaleable,  so  that 
stocks  which  are  usually  held  in  anticipation  of 
demand,  were  wholly  unavailable  to  meet  the 
pecuniary  engagements  of  the  holders.  Merchants 
who  had  accepted  bills  for  only  half  the  value  of 
the  goods  consigned  to  them,  were  unable  to 
realize  even  that  half,  or  even  obtain  advances  mi 
security  of  the  bills  of  lading,  and  the  advances 
already  made  were  peremptorily  called  in.  The 
usury  laws,  which  limited  interest  to  5  per  cent.^ 
greatly  aggravated  the  distress.  Nobody  would 
lend  money  at  5  per  cent,  when  its  real  value  was 
so  much  greater,  hence  numbers,  who  would  gladly 
have  paid  8  or  10  per  cent,  interest,  were  obliged 
to  sell  goods  at  a  difference  of  30  per  cent,  for 
cash  compared  with  the  price  for  time. 

194.  The  bankers  in  the  country  had  followed 
exactly  in  the  steps  of  the  Bank  of  England. 
While  the  fever  was  raging,  they  had  increased 
their  issues  and  liabilities  by  speculative  advances 
on  commodities.  The  persons  to  whom  these 
advances  had  been  made,  had  no  means  of  repay- 


BAHnSING  IN  ENGLAND. 


BANKING  IN  ENGLAND. 


105 


ing  theoL,  bat  the  ^*  promises  to  pay"  the  bankers 
had  lent  them,  still  remained  in  circnlatLon,  and 
must  be  met  The  bankers  foresaw  the  coming 
storm,  and  endeayoured  to  provide  fonds  to  meet 
it.  The  Bank  of  England  itself  had  its  eyes  opened 
to  the  snicidal  career  it  was  following  in  May, 
and  then  endeavonred  violently  to  contract  its 
issnes.  This  sndden  change  of  policy  only  aggra- 
vated the  general  feeling  of  discredit.  During 
the  Antnmn  everything  portended  the  approach 
<^  the  impending  catastrophe  At  length  the 
storm  burst  in  December,  and  the  week  from 
Monday  the  12th  to  Saturday  the  17th  was  the 
height  of  the  crisis.  As  we  have  fully  considered 
this  great  crisis,  along  with  the  other  crises 
(Caisis,  CoMMBBciAx.)  wc  shall  say  no  more 
about  it  here,  except  this,  that  the  Bank  having 
persevered  in  the  policy  of  the  most  stem  and 
severe  restriction  up  till  Wednesday  night,  and 
having  destroyed  several  houses  of  &-st  rate 
magnitude  by  that  conduct,  thereby  flying  right 
in  the  face  of  the  Bullion  Report,  on  that  day 
totally  reversed  their  policy,  and  during  the  re- 
mainder of  the  week  discounted  with  the  utmost 
profosion,  and  by  that  means,  and  that  means 
only,  acting  strictly  in  accordance  with  the  prin- 
ciples of  the  Bullion  Beport,  saved  themselves 
and  the  whole  public  credit  of  Great  Britain. 
Between  Wednesday  the  14th  and  Saturday  the 
17th,  the  Bank  issued  upwards  of  £5,000,000  of 
notes. 

195.  The  waves  of  discredit  were  of  course 
propagated  through  the  country,  and  during  the 
following  week  the  demand  stUl  continued  great 
from  the  London  bankers  for  their  country  cor- 
respondents. During  this  time,  some  of  the  di- 
rectors remembered  that  there  was  a  chest  of  their 
£1  not€B  which  had  never  been  used,  and  it  oc- 
eurred  to  them  that  these  notes  might  be  used  to 
stay  the  panic  in  the  country  districts,  and  the 
discredit  of  the  country  notes.  This  idea  being 
communicated  to  the  London  bankers,  they 
greatly  approved  of  it,  and  the  sanction  of  the 
Government  was  asked  for  the  experiment.  The 
Government  agreed,  and  the  notes  were  sent  off 
to  the  country  bankers  without  delay,  and  pro- 
duced instantaneous  relief.  By  the  24th  Decem- 
ber the  panic  was  completely  allayed  all  over 
tiie  country,  and  the  amount  of  the  £1  notes 
issned  by  ^e  Bank  was  under  £500,000.  And 
by  the  beginning  of  1826,  the  credit  of  the 
hanking  world  was  completely  restored  (Caisis, 

C0X1ISBCIAI«). 

196.  When  the  causes  of  this  terrible  calamity 
came  to  be  discussed,  there  were  not  wanting 
many  who  laid  the  whole  blame  upon  the  exces- 
sive issues  of  the  Bank,  as  well  as  those  of  the 
oonntry  banks.  But  though  it  is  indisputable 
that  the  Bank  acted  on  the  most  unsound  prin- 
ciples in  not  contracting  its  issues  when  the  great 
drain  of  bullion  for  exportation  was  going  on,  it 
is  a  mere  delusion  for  men  to  attribute  the  con- 
seqnencee  of  their  own  wild  and  extravagant 
mania  to  the  Bank  of  England,  or  to  any  banks. 
The  errors  of  all  the  banks  put  together  were 
trivial  when  compared  to  the  outbreidcs  of  specu- 
lative insanity  which  seized  upon  all  classes.  It 
was  not  the  issues  of  some  bank  notes,  more  or 
less,  which  originated  the  calamity,  but  the  in- 
satiable thirst  of  growing  sudd^y  rich  that 
seized  upon  so  many  persons,  and  led  them  to 


embark  in  the  maddest  schemes,  totally  out  of 
their  line  of  business.  Was  it  the  issue  of  bank 
notes  that  led  a  respectable  bookselling  firm  to 
embark  £100,000  in  a  speculation  in  hops? 

197.  The  worthless  character  of  a  great  por* 
tion  of  the  country  bank  paper  had  greatly 
aggravated  the  calamity.  The  Government  and 
the  Bank,  at  last  learning  wisdom  from  these  re- 
peated convulsions,  which  seemed  to  recur  peri- 
odically, became  sensible  that  it  was  imperatively 
necessary  to  provide  a  currency  of  a  more  solid 
description  for  the  country,  and  that  the  fright- 
ful evils  of  the  monopoly  of  the  Bank  of  England 
must  come  to  an  end.  Parliament  met  on  the 
3rd  February,  1826,  and  six  paragraphs  of  the 
speech  from  the  throne  were  occupied  with  the 
commercial  catastrophe,  and  it  said  that  part  of 
the  remedies  to  be  applied  consisted  in  placing 
the  currency  and  circulating  credit  of  the  country 
on  a  more  firm  foundation. '  Lord  King  severely 
blamed  the  constitution  and  management  of  the 
Bank.  Lord  Liverpool  chiefly  bliuned  the  ex- 
cessive issues  of  the  country  banks,  and  said  that 
the  small  notes  must  be  graduidly  withdrawn, 
and  a  metallic  currency  substituted.  He  said 
that  he  was  perfectly  satisfied,  and  had  enter- 
tained the  conviction  for  years,  that  the  country 
had  grown  too  large,  and  that  its  concerns  had 
become  too  extensive,  to  aUow  of  the  exclusive 

grivilege  of  the  Bank  of  England.  Its  privilege 
ad  pperated  in  a  most  extraordinary,  and,  as  he 
thought,  unfortunate  manner  for  the  country. 
Any  small  tradesman — a  cheesemonger,  or  a 
butcher,  or  a  shoemaker — ^might  open  a  country 
bank,  but  a  set  *of  persons  with  a  fortune  suf- 
ficient to  carry  on  the  concern  with  security, 
were  not  permitted  to  do  so. 

198.  The  ministry  took  upon  themselves  to 
prohibit  any  more  stamps  being  issued  to  the 
country  banks  for  £1  and  £2  notes.  The  Chan- 
cellor of  the  Exchequer  said  that  those  notes  were 
to  be  deprecated  as  an  infringement  of  the  Act  of 
1819,  which,  no  man  could  deny  was  passed,  if 
ever  any  Act  was,  with  the  unanimous  approba- 
tion of  all  the  parties  of  which  Parliament  was 
composed,  an  Act  which  had  been  solemnly  re- 
solved upon  as  the  only  measure  which  could 
enable  the  country  to  meet  any  friture  danger,  by 
placing  the  circulating  medium  on  a  permanent 
and  stable  footing.  No  man  could  insinuate  that 
that  Act  was  not  the  result  of  the  deliberate  con- 
viction of  almost  every  individual  of  every  party 
in  that  house.  He  always  had  regretted,  and  he 
still  regretted,  the  step  taken  by  Parliament  in 
1822,  which  permitted  them.  The  intention  of 
the  government  was,  therefore,  to  suppress  them  as 
soon  as  possible  in  England,  and  subsequentiy  in 
Scotland  and  Ireland.  He  moved  a  resolution 
that  no  fresh  notes  were  to  be  issued  by  country 
bankers  in  England  under  £5^  and  that  those 
printed  before  the  5th  February,  1826,  might  be 
issued,  re-issued,  and  circulated  until  the  6th 
April,  1829,  and  no  longer. 

199.  The  opinions  expressed  in  Parliament 
and  the  country  were  of  course  most  conflicting 
as  to  the  causes  of  this  great  catastrophe,  but  the 
great  preponderance  of  opinion  was  adverse  to 
the  small  note  issues.  Mr.  Baring,  who  defended 
the  country  bankers  from  the  accusations  levelled 
against  them,  said  that  their  small  notes  were 
bad  as  a  permanent  system,  and  they  ought  to  be 
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called  in.  Even  althongli  thej  might  sometimes 
be  of  almost  indispensable  nse  to  the  country, 
still,  if  the  misery  T^hich  had  been  caused  by 
their  nse  among  the  poorer  classes  were  taken 
into  consideration,  it  was  a  sufficient  reason  why 
the  nuisance  should  be  abated;  and  it  was  his 
opinion  that  the  House  had  not  got  rid  of  this 
deluge  of  paper  at  the  time  when  it  had  the  power 
to  do  so,  and  that  it  had  not  resisted,  as  it  ought 
to  have  resisted,  the  importunity  of  the  country 
bankers.  That  these  small  notes  should  be  abo- 
lished as  soon  as  {nracticable. 

200.  Mr.  Huskisson  bestowed  the  warmest 
commendation  on  the  conduct  of  the  Bank  dur- 
ing the  crisis,  which  he  said  had  saved  the  country 
from  a  general  convulsion,  and  which  had  had  the 
particular  recommendation  of  the  Premier  and 
Chancellor  of  the  Exchequer.  He  and  all  the 
other  influential  speakers  earnestly  advised  the 
total  suppresssion  of  the  small  notes,  and  the  pro- 
position was  carried  by  a  majority  of  222  to  39, 
and  a  motion  to  continue  the  small  notes  of  the 
Bank  of  England  was  rejected  by  66  to  7. 

201.  The  chief  provisions  of  the  Act,  Statute 
1826,  c.  6,  fbr  prohibiting  small  notes  in  England, 
are  as  follows : 

I.  The  Act  repealing  the  Act,  Statute  1777, 
e.  30,  which  prohibited  promissory  notes  and  bills 
under  20s.  was  repealed,  thereby  reviving  the  for- 
mer Act ;  but  all  notes  of  private  bankers  stamped 
before  the  5th  February,  1826,  or  of  the  Bank  of 
England  stamped  before  the  10th  October,  1826, 
were  exempted  from  its  operation,  and  were  per- 
mitted to  be  issued,  re-issued,  and  negotiated  until 
the  5th  April,  1829. 

II.  Any  person  after  that  date,  making,  issu- 
ing, signing,  or  re-issuing  any  note  or  bill  under 
£5,  was  subject  to  a  penalty  of  £20. 

ni.  Any  person  who  published,  uttered,  or 
negotiated  any  promissory  or  other  note,  or  any 
negotiable  or  transferable  bill,  draft,  or  under- 
taMng  in  writing  for  the  payment  of  20s.,  or 
above  that  sum,  and  less  than  £5,  or  on  which 
such  sum  should  be  unpaid,  should  forfeit  the 
sum  of  £20. 

lY.  These  penalties  were  not  to  attach  to  any 
person  drawing  a  cheque  on  his  banker  for  his 
own  use. 

y.  All  promissory  notes  under  £20,  made  pay- 
able to  bearer  on  demand,  were  to  be  made  pay- 
able at  the  bank,  or  places  where  they  were 
issued,  and  as  many  more  places  as  the  issuer 
pleased. 

202.  When  the  government  determined  on 
suppressing  the  smidl  note  issues  in  England, 
they  said  it  was  their  intention  to  extend  the 
measure  in  a  short  time  to  Scotland  and  Ireland. 
However  much  Scotland  may  have  suffered  from 
commercial  overtrading,  as  every  commercial 
country  must  occasionsdly  do,  no  hanking  panic 
had  ever  occurred,  such  as  those  which  had  so 
frequently  desolated  England.  As  soon  as  the 
ministerial  intentions  were  known  in  Scotland,  a 
great  ferment  was  excited.  Sir  Wal^r  Scott 
published  three  letters  on  the  subject,  undtf*  tiie 
pseudonyme  of  '^  Malachi  Malagrowther,'*  which 
tended  much  to  fan  the  public  enthuaiasm,  and 
Buch  an  opposition  was  organized,  that  the 
ministry  were  obliged  to  consent  to  appoint  com- 
mittees of  both  Houses  on  the  subject.  These 
committees  sat  during  the  Spring  of  1826,  and 


investigated  the  whole  subject  of  Scotch  banking, 
at  great  length,  which  had  been  very  little  under* 
stood  in  England  before  that  time,  and  the  result 
was  so  eminently  favorable  to  the  Scotch  bank- 
ing system,  that  the  ministry  abandcmed  their 
intention  of  attempting  to  alter  it 

203.  The  year  1827  is  memorable  as  the  sra 
when  the  principles  of  the  Bullion  Report  were 
at  length  acknowledged  to  be  true,  and  pro- 
fessedly adopted  by  the  Bank.  Mr.  Ward  stated 
in  1832,  that  there  was  not  a  single  person  in  the 
Bank,  but  who  admitted  that  its  issues  should  be 
regulated  by  the  foreign  exchanges  and  the  bul- 
lion market,  or  disposed  to  act  in  opposition  to 
it.  That  in  1819,  the  Directors  had  forwarded  a 
resolution  to  the  House  of  Commons,  denying  that 
the  exchanges  were  to  be  regarded  in  regulating 
the  issues.  Subsequently,  however,  to  that  year, 
opinions  became  changed,  and  they  found  the 
merits  of  the  case  such  as  they  really  were.  He 
himself  had  always  been  convinced  of  the  tmtii 
of  Mr.  Homer*s  principle,  and  from  being  con- 
nected with  the  exchuiges,  had  many  opportoni- 
ties  of  observing  the  practical  truth  of  it.  The 
Bank  Directors,  however,  were  not  convinced  of 
it,  because  they  found  in  practice,  that  the  ex- 
cbtanges  did  not  follow  the  issues  of  the  bank. 
But  the  truth  was,  that  they  neglected  to  con- 
sider the  country  issues,  and  it  was  only  in  1819 
that  they  obtained  a  correct  account  of  the  issues 
of  country  banks.  When  that  was  got  it  waa 
found  that,  taking  the  Bank  and  the  country  issues 
together,  the  principle  was  shown  to  be  quite 
correct.  The  observation  of  these  facts  had 
gradually  convinced  the  directors,  and  in  1827» 
he  thought  the  court  ripe  for  expunging  the  re- 
solution of  1819,  and  it  had  accordingly  been 
done.  And,  in  1832,  there  was  not  a  single 
director  who  disputed  its  truth.  A  memorable 
warning  that  it  is  not  always  those  who  are  en- 
gaged m  the  practice  of  a  business,  who  are 
always  the  best  judges  of  its  scientific  principles; 
and  a  great  encouragement  to  those,  who,  being 
firmly  and  surely  convinced,  that  they  are  the 
advocates  of  true  principles  however  much  they 
may  be  neglected  and  run  down  for  a  while,  to 
persevere  in  tiie  undoubted  belief  that  the 
triumph  of  true  principles  though  long  delayed, 
is  ultimately  certain. 

204.  Although  the  Act  of  1777  had  forlnddrai 
notes  under  £5  to  be  issued  in  England,  it  did 
not  prohibit  the  circulation  of  the  Scotch  £1 
notes  in  England,  and  they  had  always  cir- 
culated in  the  districts  adjacent  to  ScotUuid, 
and  even  as  far  south  as  York.  When  the 
English  £1  notes  were  suppressed,  it  seemed 
naturally  to  follow  that  the  circulation  of  the 
Scotch  notes  in  England  should  be  forbidden. 
But  the  districts  in  which  they  had  always 
circulated  were  as  unanimous  as  Scotland  itself 
against  the  measure.  In  1828  the  ministry 
brought  in  a  bill  to  restrain  the  cuculation  of 
Scotch  bank  notes  in  England.  Sir  James 
Graham  presented  a  petition  from  the  borderers 
deprecating  in  the  most  earnest  terms  the  with- 
drawal of  the  Scotch  notes  to  which  they  had 
been  so  long  accustomed.  For  seventy  ^ears, 
they  said,  they  had  possessed  the  advantage  it  was 
now  sought  to  deprive  iJiem  of— the  advantage  ctf 
the  Scotch  currency.  Seven-eighths  of  the  rents 
of  estates  were  paid  in  the  paper  currency  <tf 
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ScotUmd,  and  no  loes  had  been  sustained  in  con* 
sequence  of  it  After  a  debate  of  two  nights  the 
motion  was  carried  by  154  to  45.  The  Act, 
Statute  1828,  c  65,  provided  that  after  the  5th 
April,  1829,  no  corporation  or  person  whatever 
siMiiild  publish,  ntter,  n^potiate,  or  transfer  in  any 
part  of  Eni^and,  any  promissory  note,  draft, 
engagement,  or  nnderteking  in  writing,  payable  to 
bearer  cm  denutnd,  for  less  than  £5,  or  iq>on  which 
teaa  than  £5  remained  unpaid,  which  should  have 
been  made  or  issued,  or  purport  to  have  been 
made  or  issued  in  Scotland  or  Ireland,  or  else- 
where out  of  England,  under  a  penalty  of  not  less 
than  £5  or  more  than  £10.  The  same  exemp- 
tion as  to  cheques  as  in  tJie  former  Act. 

205.  In  1832,  during  the  crisis  of  the  Beform 
Bill,  a  ron  upon  the  Bank  took  place,  which 
lasted  for  about  a  fortnight,  but  as  it  was  merely 
from  political  feeling  in  London,  and  did  not  ex* 
tend  mto  the  coontiy,  no  serious  result  ensued. 

SS06.  The  Bulk  charter  expired  at  the  end  of 
one  year's  notice,  to  be  given  after  the  1st  August, 
1832,  and  this  time  the  Bank  had  done  no  such 
services  to  government  as  to  be  in  a  position  to 
demand  firom  it  a  renewal  of  its  monopoly,  several 
years  before  it  expired.  Moreover,  these  exclu- 
sive privileges,  as  Lord  Liverpool  said  in  1825, 
were  now  out  of  fiuhion.  Many  ^eat  monopolies 
were  now  on  the  eve  of  breakmg  up,  and  the 
public  mind  was  more  roused  and  enlightened  on 
the  subject  of  banking,  from  the  discussion  caused 
about  the  severe  distress  of  1825.  Before  taking 
any  steps  towards  the  renewal  of  the  charter,  the 
Government  determined  to  have  an  inquiry  before 
a  secret  committee  of  the  House  of  Commons, 
which  was  appointed  on  the  22nd  May,  1832,  and 
sat  for  some  months,  and  did  not  make  any  repent 
till  the  end  of  the  session.  The  inquiry  was 
extremdly  incomplete.  Many  of  the  most  inte- 
resting subjects  connected  with  it  were  scarcely 
touched  iqwn.  At  the  close  of  the  session,  it 
reported  the  evidence  to  the  House  as  far  as  it 
had  gone.  It  was  expected  that  a  new  committee 
woaU  have  been  appointed  in  the  new  Parlia- 
ment to  continue  the  inquiry,  but  the  Government 
in  tiie  meantime  made  up  their  minds  as  to  the 
changes  they  intended  to  make  pi  the  Bank 
monopoly,  and  dispensed  with  any  fhrther  inquiry. 

207.  Although  the  inquiry  was  left  in  a  very 
iDoomi^te  state,  as  to  many  branches  of  the 
subject,  the  evidence  given  embraced  many  points 
of  interest  The  most  important  were — the  rules 
adc^ted  by  the  Bank  for  regulating  their  issues ; 
the  expediency,  ar  the  contrary,  of  publishing 
their  accounts ;  the  expediency,  or  the  contrary, 
of  establiahing  Joint  Stock  Banks ;  or  of  havmg 
ea»  or  more  Banks  of  Issue  in  the  Metropolis ; 
the  csnses  df  the  panic  of  1825,  and  the  action  of 
the  Bank  during  that  period ;  tiie  advantages,  or 
the  contrary,  of  making  bank  notes  legal  tender ; 
and  tiie  effects  of  the  usury  laws  on  commerce. 

208.  The  great  truths  regarding  the  regulation 
of  a  p^per  currency,  which  had  been  approved  of 
1^  the  Bullion  Cmnmittee,  were  now  unani- 
Boosly  recognized  by  the  directors,  and  Mr. 
Hordey  Palmer,  the  governor  of  the  Bank,  being 
asked  by  what  principle  in  ordinary  times  the 
Bank  was  guided  in  the  regulation  of  its  issues, 
said  thai  in  a  period  of  a  Ml  currency,  and  con- 
sequentlv  with  a  par  of  exchange,  the  Bank  con- 
siOBred  it  desirable  to  invest  two-thirds  of  its 


liabilities  of  all  sorts  in  interest-bearing  securi- 
ties, and  one-third  in  bullion.  The  circulation 
of  the  country  being  then  regulated  by  the  action 
of  the  Foreign  Exchanges,  the  Bank  was  ex- 
tremely desirous  to  avoid  using  any  active  power 
of  regulating  the  circulation,  but  to  leave  that 
entirely  in  the  hands  of  the  public.  The  action 
of  the  public  was  fully  sufficient  to  recti^  the 
exchanges,  without  any  forced  action  on  the  part 
of  the  Bank,  in  buying  or  selling  securities.  He 
thought  it  desirable  to  keep  the  securities  very 
nearly  at  the  same  amount,  because  then  the 
public  could  always  act  for  themselves  in  return- 
ing notes  for  bullion  for  exportation  when  the 
exchanges  were  unfavorable ;  and  if  there  was  a 
great  influx  oi  gold,  the  Bank  could  always  re- 
assume  its  proportion  by  transferring  part  of  the 
bullion  into  securities.  He  considered  that  the 
discount  of  private  paper  was  one  of  the  worst 
means  which  the  Bank  could  adopt  for  regu- 
lating its  notes,  as  it  tended  to  produce  a  Y&ry 
prejudicial  extension  of  them.  He  c(mdemned 
strongly  the  practice  of  the  Bank  during  the  re- 
striction with  respect  to  the  extensive  discounts 
of  mercantile  paper  at  5  per  cent  when  the 
market  rate  was  much  higher,  which  necessarily 
led  to  an  excessive  issue.  In  this  opinion  Mr. 
Fsdmer  was  undoubtedly  right,  but  he  forgot  that 
the  usury  laws  prevented  the  Bank  charging 
more  than  5  per  c^it. 

209.  The  great  majority  of  the  witnesses  were 
in  favor  of  the  publication  of  the  Bank  accounts, 
as  tending  to  mspire  greater  public  confidence 
than  the  mystery  in  which  they  were  then  en- 
veloped, and  also  as  acting  as  a  check  upon  the 
directors,  themselves.  Almost  all  the  witnesses 
were  against  joint  stock  banks  in  London,  as  they 
would  tend  to  injure  the  private  bankers.  Con- 
sidering the  ideas  of  the  age  when  class  interests 
were  supreme,  we  need  not  be  surprised  at  this 
unanimity  of  feeling ;  nor  that  it  rather  escaped 
the  attention  of  the  witnesses,  that  it  was  not  the 
interests  of  the  private  bankers,  however  respect' 
able  they  were,  that  was  the  paramount  con- 
sideration, hut  what  was  best  far  the  public  good. 
And  still  more  decidedly  were  the  witnesses  op- 
posed, with  scarcely  an  excepti<»i,  to  the  establish- 
ment of  any  new  joint  stock  banks  of  issue  in 
London.  There  was  a  v^ry  prevalent  feeling 
that  Bank  of  England  notes  should  be  made  legal 
tender,  as  a  means  of  allaying  a  drain  on  tiie 
country  bankers  for  gold  during  a  panic. 

210.  It  was  at  this  time  we  may  date  the  first 
prominent  appearance  of  the  great  modem  heresy 
that  bills  of  exchange  and  cheques  form  no  part 
of  the  circulating  medium  or  currency.  As  this 
unhappy  doctrine,  however,  was  much  more  em- 
phatically pronounced  a  few  years  later,  we  may 
defer  any  further  mention  of  it  till  then. 

211.  The  harvest  of  1832  was  unusually 
abundant,  which  caused  a  ppreat  depression  in  the 
price  of  all  sorts  of  agricultural  produce,  to<* 
wards  the  end  of  that  year,  foUowed,  of  course, 
by  "agricultural  distress."  This  was  brought 
before  the  notice  of  Parliament  in  the  speech 
from  the  throne  at  the  opening  of  the  session  of 
1833,  and  a  committee  was  appointed  to  inquire 
into  it.  This  distress  afibrded  the  irreconcilable 
enemies  of  the  Act  of  1819  another  opportunity 
of  attacking  it.  Mr.  Attwood  moved  for  a  com- 
mittee to  inquire  how  far  the  present  distress 
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was  connected  with  the  monetary  system.  Lord 
Althorp  immediately  met  the  motion  by  an 
amendment,  that  any  change  in  the  monetary 
system  which  wonld  have  the  effect  of  lowering 
the  standard  of  value,  was  inexpedient,  which, 
after  a  debate  of  three  nights,  was  carried  by  a 
majority  of  304  to  49. 

212.  On  the  31st  May,  1833,  Lord  Althorp 
moved  a  series  of  resolutions  for  the  renewal  of  the 
Bank  Charter,  one  of  which  was,  that  so  long  as 
the  Bank  was  bound  to  pay  its  notes  in  gold, 
bank  notes  should  be  declared  legal  tender,  except 
by  the  Bank  itself.  Several  members  wished  for 
fiirther  delay  to  consider  the  resolutions,  as  the 
session  was  nearly  at  an  end ;  but  Sir  Robert 
Feel  was  decidedly  of  opinion  that  the  House 
would  be  abandoning  its  duty  if  it  consented  to 
postpone  the  question.  He  was  of  opinion  that 
It  was  desirable  to  continue  the  privileges  of  the 
Bank,  and  that  there  should  be  but  one  bank  of 
issue  in  the  metropolis,  in  order  that  it  might  ex- 
ercise an  undivid^  control  over  the  issue  of 
paper,  and  give  facility  to  commerce  in  times  of 
difficulty  and  tdarmy  which  it  could  not  give 
with  the  same  effect  if  it  were  subject  to  the 
rivalry  of  another  establishment.  He  resisted  at 
great  length  the  proposition  for  making  bank 
notes  legd  tender,  as  a  departure  irom  the  prin- 
ciple of  the  Act  of  1819,  and  the  true  principles 
that  should  govern  a  paper  currency.  It  was  de- 
cided by  a  majority  of  316  to  83  to  proceed  with 
the  consideration  of  the  resolutions.  The  plan  of 
making  bank  notes  legal  tender  gave  rise  to  much 
difference  of  opinion,  but  was  carried  by  214  to 
156. 

213.  We  have  already  seen  that  the  public 
had  attempted  at  various  times  to  form  rival 
banking  companies  to  the  Bank  of  England,  and 
In  1709  and  1742  the  Bank  Acts  had  b^n  framed 
to  stop  up  various  loopholes  which  had  been  suc- 
cessively discovered.  In  1742  the  phraseology 
used  had  been  supposed  to  be  quite  effectual  for 
that  purpose.  At  that  time  the  custom  of  giving 
notes  payable  to  bearer  on  demand  to  their  cus- 
tomers in  return  for  deposits,  or  in  the  discount 
of  bills,  was  considered  so  essentially  the  funda- 
mental idea  of  banking,  that  to  prohibit  the  issue 
of  these  notes  was  deemed  an  effectual  bar  upon 
carrying  on  the  business  of  banking.  But  in 
process  of  time — about  1772 — the  London  bankers 
discontinued  issuing  notes  payable  to  bearer  on 
demand,  and  adopted  the  modem  system  of 
creating  credit  by  means  of  entries  and  cheques. 
The  Act  of  1742  was  considered  to  be  so  effectual 
a  bar  upon  establishing  banking  companies  in 
general,  that  for  a  long  time  it  escaped  public  ob- 
servation, that  the  change  in  the  method  of  doing 
business  enabled  banking  companies  to  elude  the 
wording  of  the  Act  of  1742.  In  1796,  when  in 
consequence  of  the  restrictive  measures  of  the 
Bank  of  England,  much  distress  was  felt  in 
London  from  the  want  of  a  circulating  medium, 
an  association  of  merchants  and  bankers  was 
formed  for  the  purpose  of  providing  a  circulating 
medium,  which  should  not  infHnge  the  privileges 
of  the  Bank ;  the  question  was  considered  by 
them,  in  what  the  Bank*s  privilege  of  exclusive 
** banking**  did  consist,  and  they  determined, 
"  The  privilege  of  exclusive  banking  enjoyed  by 
the  Governor  and  Company  of  the  Bank  of  Eng- 
land, as  defined  by  the  Acts  of  Parliament  under 


which  they  e^joy  it,  seems  to  consist  in  the 
power  of  borrowing,  owing,  or  taking  up  money  on 
their  bills  or  notes  payable  on  demand.**  About 
the  year  1^22,  some  writers  detectedjthis  flaw  in 
the  monopoly  of  the  bank,  and  maintained  that  a 
joint  stock  bank  of  deposit  was  no  infringement 
of  the  charter,  and  that  such  banks  might  be 
formed,  and  carry  on  a  very  successful  busineaa, 
without  issuing  notes  at  all,  but  by  merely  fU- 
lowing  the  practice  of  the  London  bankers,  and 
adopting  cheques.  Though  this  idea  was  a  good 
deal  discussed  in  pampUets  at  that  period,  no 
practical  result  ensued. 

214.  It  is  somewhat  remarkable  that  the  dis- 
covery should  have  been  allowed  to  lie  unfruitful 
for  so  long  a  period.  When  the  Grovemment  first 
entered  into  negotiations  with  the  Bank  in  1833, 
concerning  the  terms  of  the  renewal  of  the  charter, 
they,  as  weU  as  the  whole  mercantile  community, 
were  persuaded  that  the  monopoly  forbade  banks 
of  any  description  whatever,  with  more  than  six 
partners,  being  formed.  In  the  course  of  the  nego- 
tiation, however,  this  was  brought  under  the 
notice  of  the  Government,  who  took  the  opinion 
of  their  law  officers  on  so  important  a  point.  The 
opinion  of  the  crown  lawyers  was,  that  the  clause 
did  not  prohibit  joint  stock  banks  of  deposit  being 
formed.  The  directors  and  proprietors  of  the 
Bank  were  much  disturbed  at  finding  this  flaw 
in  their  monopoly,  and  requested  the  Government 
to  have  it  rectified ;  but  Lord  Althorp  said  that 
the  bargain  was  that  their  privileges  should  not 
be  diminished,  but  he  would  not  agree  to  any  ex- 
tension of  them.  In  order  to  remove  all  doubts 
upon  the  subject,  the  Solicitor-Generid  brought 
up  a  clause  by  way  of  rider,  declaring  the  right  to 
form  such  banks.  He  said  that  the  basis  of  the 
contract  with  the  Bank  was,  that  they  were  to 
enjoy  whatever  monopoly  they  already  possessed, 
but  nothing  beyond  it.  He  had  examined  the 
case  with  the  utmost  care,  and  there  was  no  pre- 
tence for  sajring  that  such  banks  were  an  en- 
croachment upon  the  monopoly  of  the  Bank.  The 
Bank,  as  originally  founded,  was  a  bank  ofissw^ 
and  the  monopoly  first  granted  in  1697,  must  be 
held  to  refer  only  to  banks  ejusdem  generis.  Such 
had  been  the  uniform  language  of  all  the  subse- 
quent Acts.  The  clause  upon  which  their  mono- 
poly rested  was  strictly  confined  to  the  issue  of 
paper  money.  Banks  of  deposit  were  lawful  at 
common  law,  and  it  rested  with  those  who  said 
they  were  forbidden,  to  point  out  the  Act  which 
prohibited  them. 

215.  The  chief  provisions  of  the  Act  were  as 
foUows,  Statute  1833,  c.  98 : — 

I.  The  Bank  was  continued  as  a  Corporation, 
with  such  exclusive  privilege  of  bimking  as  was 
given  by  the  Act,  for  a  certtdn  time,  and  on  cer- 
tain conditions,  during  which  time  no  society  or 
company,  exceeding  six  persons,  should  make  or 
issue  in  London,  or  within  65  miles  thereof,  any 
bUl  of  exchange,  or  promissory  note,  or  engage- 
ment for  the  payment  of  money  on  demand,  or 
upon  which  any  person  holding  the  same  may 
obtain  payment  on  demand.  But  country  bankers 
might  have  an  agency  in  London,  for  the  sole  pur- 
pose of  paying  such  of  their  notes  as  might  be  pre- 
sented there. 

n.  For  the  purpose  of  removing  any  doubts 
that  might  exist  as  to  what  the  exclusive  privik^ 
of  banking,  which  Uie  Bank  of  ElnglaDd  enjoyw. 
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ooDsiflted  in,  it  was  enacted,  that  any  body 
politic  or  corporate,  or  society,  or  company,  or 
partnership,  of  whatever  number  they  consisted, 
might  cairy  on  the  bnsiness  of  banking  in 
London,  or  within  65  miles  thereof,  provided  that 
they  did  not  borrow,  owe,  or  take  up  in  England 
any  snm  or  snms  of  money  on  their  bills,  or  notes 
payable  on  demand,  or  at  any  less  time  than  six 
months  from  the  borrowing  thereof,  during  the 
oontinnanee  of  the  privileges  of  the  Bank  of 
England. 
IIL  All  the  notes  of  the  Bank  of  England, 

Kyable  on  demand  which  should  be  issued  out  of 
ndon,  should  be  payable  at  the  place  where 
they  were  issued. 

ly.  Upon  one  yearns  notice,  to  be  given  within 
six  months  after  the  expiration  of  ten  years  from 
the  first  day  of  August,  1834,  and  repayment  of 
all  debts  due  by  Parliament  to  the  Pank,  its 
privileges  were  to  cease  and  determine,  at  the 
end  of  the  year's  notice. 

y.  So  long  as  the  Bank  paid  its  notes  on  de- 
mand in  legad  coin,  they  were  declared  to  be  legal 
tender  of  payment,  except  by  the  Bank  itself,  or 
by  any  or  its  branches.  No  notes  not  made 
specially  payable  at  any  of  the  branches,  were 
liable  to  be  paid  there,  but  the  notes  issued  at  all 
the  branches  were  to  be  payable  in  London. 

yj.  Regalations  about  publishing  its  accounts, 
and  exemptions  of  bills  and  notes,  not  having 
more  than  three  months  to  run,  from  the  usury 
hiws.— These  being  altered  now,  need  not  be 
detailed. 

yil.  The  public  were  to  pay  off  one-fourth 
part  of  the  debt  due  to  the  Bank,  and  the  pro- 
prietors might  reduce  the  capital  stock  of  the 
Bank  by  that  sum,  if  they  chose. 

yin.  In  consideration  of  these  privileges,  the 
Bank  was  to  give  up  £120,000  a-year  from  the 
snm  they  received  for  managing  the  public  debt. 

216.  In  consequence  of  the  declaratory  clause 
in  this  Act,  permitting  Joint  Stock  Banks  to  be 
founded  in  London,  several  were  formed,  as  will 
he  described  hereafter.  For  several  years  after 
the  fenewal  of  the  Bank  Charter  the  harvests 
were  unusually  abundant,  which  caused  all  sorts 
of  agricultural  produce  to  be  ruinously  depressed. 
Wheat  fell  continuously  through  1834  and  1835, 
till  in  the  last  week  of  December,  1885,  its  price 
was  26s.  the  imperial  quarter.  As  all  agricultural 
contracts  were  fituned  on  the  expectation  that 
wheat  would  not  be  much  less  than  708.  the 
quarter,  this  long  continued  depression  produced 
die  moet  severe  distress.  At  the  same  time, 
however,  all  the  numufacturing  interests  were  in 
a  state  of  unexampled  prosperity  from  the 
abundance  and  cheapness  of  food.  The  long  con- 
tinued low  price  of  com  caused  less  to  be  sown 
in  1835,  and  the  spring  of  1836  was  unfavorable. 
These  causes  combined  to  raise  the  price  of  wheat 
in  1836,  and  the  harvest  time  bein^  wet  and  cold, 
canaed  the  price  to  rise  to  61s.  9d.  m  the  autumn. 

217.  The  state  of  commercial  prosperity  dur- 
ing 1833, 1834,  and  1835,  gave  rise  to  an  immense 
amoant  of  speculation  and  dabbling  in  foreign 
loons,  as  if  people  seemed  incapable  of  learning 
wisdom  from  the  experience  of  1825.  The  unex- 
pected success  of  the  firot  railway  gave  rise  to  a 
considerahle  amount  of  speculation  in  the  forma- 
tion of  railways.  An  immense  extension  of  Joint 
Stock  Banks  economised  capital  to  a  great  degree, 


and  afforded  the  means  of  the  most  fatal  exten- 
sion of  credit.  On  the  14th  August,  1834,  Lord 
Whamdiffe  called  the  attention  of  the  ministry 
to  the  prodigious  extension  of  Joint  Stock  Banks, 
and  their  branches,  and  the  insufficient  capital 
they  wore  trading  with.  The  important  subject 
of  Joint  Stock  Banking  again  occupied  the  atten- 
tion of  the  House  in  1836,  and  a  committee  was 
appointed  to  inquire  into  it.  The  committee  sat 
during  the  Session  and  made  two  reports,  which 
are  noticed  elsewhere. — (Rbpobts,  Farliambh- 

TABT.) 

218.  We  have  seen  that  since  the  Bank  of 
England  had  adopted  the  principles  of  the  Bullion 
Report  in  1827,  the  method  they  pursued  of  car- 
rying them  out,  was  to  keep  their  **  securities  "  as 
nearly  as  possible  even,  and  to  keep  their  bullion 
and  cash  equal  to  one  half  the  ** securities;"  the 
bullion,  cash,  and  securities  being  together  equal 
to  their  «« liabilities."  Having  got  the  Bank  into 
this  position  while  the  exchanges  were  at  par,  to 
throw  any  action  either  of  increase  or  decrease  of 
their  notes  entirely  upon  the  public,  either  by 
means  of  the  foreign  exchanges,  or  by  an  internal 
extra  demand  for  gold.  The  Bank  was  got  into 
this  normal  condition  in  October,  1833,  when  its 
"  liabilities,**  t.  e.  the  issues  and  the  deposits,  were 
£32,900,000,  the  "  securities"  were  £24,200,000, 
and  the  ''bullion"  £10,900,000.  In  1834  some 
conmiercial  causes  produced  an  export  of  specie ; 
but  in  1835  the  foreign  exchanges  became  favor- 
able, and  the  drain  was  arrested.  But  in  the 
meantime  the  Bank  had  totally  lost  all  power  of 
preserving  the  proportion  between  the  bullion, 
securities,  and  liabilities  it  had  professed  to  ad- 
here to.  The  following  table,  taken  at  intervals, 
will  exhibit  this  very  clearly: — 


1838. 
1st  Oct. 

1834, 
11th  March 

15th  March 

9th  Sept. 

1885. 
18th  Jan. 

5th  May. 


Liabilities. 
£30,987,000 

£81,372,000 
£87,554.000 

£81,058,000 

£33,071,000 
£29,417,000 


r  Secarities— £22,640.000 
I  Ballion  £10,027,000 
/  Securities— £24,777,000 
iBoUion  £8,901,000 
r  Securities— £31,785,000 
i  Ballion  £  8,298,000 
f  Secnritiefr— £26,648,000 
t  Bullion  £  7,010,000 
f  Secaritie»— £29,165,000 
1  Bullion  £  6.608,000 
?  Securities— £26,179,000 
i  Bullion       £  5,951,000 


This  was  the  lowest  point  which  the  amount  of 
bullion  reached,  and  the  drain  was  arrested.  The 
above  figures  shew  how  totally  deranged  the  pro- 
portions were  to  what  the  Directors  considered  to 
be  a  proper  position  for  the  Bank.  From  that 
time  bullion  continued  to  flow  in,  till  in  March, 
1836,  it  slightly  exceeded  eight  millions ;  but  even 
then  the  securities  were  three  times  the  bullion, 
instead  of  twice  as  they  ought  to  have  been. 

219.  The  amount  of  b^on  in  the  Bank  was 
at  its  height  in  March,  1836,  and  then  began  stea- 
dily to  decline  again ;  in  the  middle  of  July  it 
had  fallen  below  six  millions,  when  the  Bank 
thought  it  was  necessary  to  endeavour  to  stop  it, 
and  it  raised  the  discount  to  4^  per  cent.  This 
had  no  effect,  however,  in  stopping  the  demand 
for  discount.  In  September  the  bullion  barely 
exceeded  five  millions,  and  the  Bank  raised  the 
rate  of  discount  to  5  per  cent.  The  bubbles  blown 
in  the  preceding  year  and  spring  of  1836,  were 
now  fast  bursting  on  all  hands. 

220.  ThedrainonthecoffersoftheBankproceed- 
od  at  a  rapid  rate,  both  from  external  and  internal 
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causes.  President  Jacksoo  had  determined  that 
the  charter  of  the  National  Bank  of  the  United 
States,  which  expired  in  1836,  should  not  be 
renewed,  and  that  the  cnrrency  of  that  country 
should  be  placed  on  a  sounder  footing  than  it  had 
hitherto  been,  by  forming  a  sound  metallic  basis. 
Operations  to  effect  this  purpose  soon  commenced. 
Immense  quantities  of  American  securities  of  all 
sorts  were  imported  into  England,  and  negotiated 
for  the  purpose  of  remitting  the  specie  to 
America.  The  improperly  low  rate  of  discount 
in  this  country,  favored  by  the  inordinate  multi- 
plication of  banks,  enabled  a  great  quantity  of 
these  securities  of  various  descriptions  to  be 
realized  in  England,  and  the  cash  was  remitted  to 
America. 

221.  The  joint  stock  banks  had  been  blowing 
the  bubble  of  credit  to  the  utmost  tenuity,  by 
rediscounting  most  of  the  bills  which  they  had 
discounted.  This  practice  largely  increases  the 
proportion  of  paper  currency  compared  to  the 
metallic  basis,  ana  of  course  adds  to  any  peril  in 
times  of  discredit.  The  Bank  of  England  at 
length,  but  too  tardily,  as  has  almost  invariably 
been  the  case,  awoke  to  the  impending  danger, 
and  determined  to  strike  a  blow  at  the  distended 
state  of  credit.  It  not  only  raised  the  rate  of  dis-* 
count  to  five  per  cent,  in  August,  but  absolutely 
refused  to  discount  any  bills  indorsed  by  any 
joint  stock  bank  of  issue.  This  was  a  great 
blow  at  the  great  amount  of  American  securities 
afloat  in  the  country,  as  most  of  those  bills  had 
been  purchased  by  the  joint  stock  banks,  and  re- 
issued with  their  own  indors^nents  npon  them. 

222.  In  the  autumn  of  1836,  the  Agricultural 
and  Commercial  Bank  stopped  payment  (BAirKixa 
iM  Iuuland),  and  caused  a  general  run  upon  all 
the  Irish  banks,  which,  however,  having  been 
foreseen,  they  had  taken  care  to  provide  buUion 
to  meet.  But  so  great  was  the  state  of  discredit, 
that  even  Bank  of  England  notes  were  at  a 
heavy  discount  in  Dublin.  In  the  meantime  the 
drain  on  the  Bank  was  increasing.  At  the  be- 
ginning of  October  it  had  ^5,035,000  in  bullion, 
to  meet  £29,869,000  of  liabilities ;  at  the  end  of 
November  its  liabilities  were  £30,941000,  and 
the  bullion  £3,840,000.  During  December  the 
bullion  slightly  increased,  and  in  January  di- 
minished again.  In  November  the  Northern  and 
Central  Bank,  with  its  h^ul  office  in  Manchester, 
and  thirty-nine  branches  in  tiie  manufacturing 
districts,  became  seriously  embarrassed,  and  ap- 
plied to  the  Bank  of  England  for  assistance, 
which  the  Bank  at  first  renised ;  but  npon  con- 
sulting the  leading  bankers  in  London,  their 
opinion  was,  that  the  stoppage  of  so  extensive  a 
concern  in  the  manufacturing  districts  would  very 
probably  brmg  on  a  genersd  panic.  The  Bank, 
therefore,  determined  to  advance  the  sum  of 
£500,000  to  enable  it  to  meet  its  engagements, 
which,  npon  subsequently  discovering  that  they 
were  much  more  extensive  than  had  at  firat  been 
represented,  was  further  increased  to  the  sum  of 
£1,870,000.  Earlv  in  January,  a  London  bank- 
ing house  applied  for  assistance  to  the  Bank, 
and  on  the  other  London  bankers  giving  their 
guarantee  to  the  Bank  of  England,  it  made  ad- 
vances sufficient  to  enable  tiiat  house  to  meet  its 
engagements.  The  difficulties  attending  the 
American  houses,  both  in  London  and  Liverpool, 
became  now  so  preasing^  that  they  also  were 


obliged  to  apply  to  the  Bank.  Tenoaas  were  i^- 
pointed  to  look  into  their  affairs,  who  represented 
that,  if  assistance  were  given  tiiem  to  meet  their 
outstanding  engagements,  they  would  ultimately 
prove  solvent.  As  an  admtional  reason  for 
granting  this  assistance,  it  was  stated  that,  if 
these  American  houses  were  permitted  to  stop 
payment,  their  concerns  were  so  vast,  and  so  ex- 
tended throughout  the  North  of  England,  that  a 
seneral  destruction  of  credit  would  ensue^  After 
roll  consideration  the  Bank  determined  to  at- 
tempt to  carry  these  houses  through  their  em- 
barrassments, and  for  this  purpose  it  advanced 
the  enormous  sum  of  £6,000,000.  This  great 
operation,  however,  was  successfid,  thou^  the 
final  liquidation  of  the  account  was  retarded  by 
the  great  prostration  of  American  credit  in  1839. 
The  advances  made  to  the  banking  interests  in 
England  were  all  repaid,  principal  and  interest, 
with  one  very  trifling  exception.  The  Bank  thus 
followed  for  a  second  time  the  principles  laid 
down  by  the  Bullion  Report,  and  there  can  be  no 
doubt  averted  a  calamify  only  second  in  magni* 
tude  to  the  catastrophe  of  1825. 

223.  The  assistance  of  the  Bank  was  only 

intended  to  be  of  a  temporary  nature,  to  give 

time  for  the  gradual  withdrawal  of  the  great  mass 

of  unsound  paper  from  circulation.    T£js  having 

been  effected  to  a  lai^  extent  the  result  followed, 

which  always  has  been  the  case,  and  id  way  s  must  be 

the  case,  a  great  influx  of  gold  to  fill  the  vacuum 

caused  by  the  great  annihilation  of  this  paper 

currency.     During  the  whole  of  1837  bullion 

rapidly  flowed  into  the  Babk,  and  in  December 

it  reached  the  sum  of  10)  millions.    The  position 

of  the  Bank  on  the  13th  March,  1838,  was  as 

follows : — 

liabilitieB.    ( Securities— £21,0i6,000 
£31,578,000   {BuUion       £10,5^,000 

Thus,  after  a  long  period  of  five  years,  the  Bank 
was  at  length  brought  back  again  into  what  the 
directors  had  laid  down  for  wemselves  as  the 
normal  position,  and  it  enabled  credit  to  pass 
through  a  crisis  which  would  have  been  tenfold 
more  severe  if  it  had  not  been  met  by  that  'Mudici- 
ous  increase  of  accommodation,"  which  the  Bullion 
Report  declared  was  the  proper  remedy  for  a 
temporary  failure  of  credit. 

224.  From  1832  to  1837  there  had  been  a 
series  of  seasons  of  remarkable  abundance.  For 
several  years  a  series  of  great  scarcity  followed* 
The  crop  of  1888  was  the  worst  that  had  been 
known  since  1816,  that  of  1839  was  scarcely  if 
at  all  better.  This  great  deficiency  rendered  it 
necessary  to  import  foreign  com  to  the  value  of 
£10,000/)00,  a  considerable  portion  of  this  re« 
quured  to  be  exported  in  specie.  But  just  at 
this  period  a  number  of  other  concurrent  causes 
happened  to  create  a  great  demand  for  gold 
for  foreign  countries.  During  the  preceding 
years  America,  France,  and  Belgium  had  carried 
the  extension  of  paper  credit  to  most  extavagaat 
lengths.  In  Fnmce  and  Belgium  joint  stock 
bai^cs  had  been  extensively  formed.  This  great 
extension  of  paper  currency  had  the  very  same 
effect  as  the  over-issue  of  paper  in  England ;  it 
drove  bullion  out  of  those  countries,  and  was  one 
of  the  causes  which,  together  with  the  fortunate 
destruction  of  the  extravagant  paper  credit  in 
England  in  1837,  caused  such  an  influx  of  gold  in 
this  country  up  to  March,  1838.    ^But  in  this 


BAJSTEmO  IK  BKGLAND. 


BANKING  IN  SNGLAND. 


Ill 


latter  year  these  bubbles  burst.  In  the  autumn 
of  1838  the  Bank  of  Belgiiun  fkiled,  and  a  severe 
mn  npon  the  banks  at  Paris  took  place.  This 
reimlsion  of  credit,  and  extinction  of  paper  issues 
in  those  oonntries,  caused  a  current  of  bullion  to 
set  in  towards  them  which  came  from  the  Bank 
of  England. 

^  225.  In  the  beginning  of  1838,  when  the  bul- 
lion in  the  Bank  had  been  rapidlj  Increasing  for 
several  months,  the  commercial  world  thought  it 
was  time  for  the  Bank  to  mike  use  of  the  treasure 
in  its  vaults.  It  accordingly  reduced  the  rate  of 
discount  from  5  to  4  per  cent.,  and  was  induced  to 
send  over  one  million  of  sovereigns  to  America, 
the  exchanges  being  favorable  to  that  country,  in 
consequence  of  the  destruction  of  paper,  to  assist 
the  American  Banks  to  resume  payments  in  cash. 
That  is  to  say,  the  exchanges  being  against  the 
country,  the  Bank  exports  bullion,  and  extends 
its  issues  1 1     What  knowledge  of  Banking  1 1 

226.  On  the  18th  of  December,  1838,  the  liabili- 
ties were  ^28,120,000,  the  securities  £20,776,000 
and  the  bullion  £9,794,<)00.  From  this  time  a 
rapid  and  steady  drain  set  in,  which  continued 
with  unabated  severity  till  October,  1 839.  When 
the  Bank  lowered  its  rate  of  discount  to  4  per 
per  cent,  in  February,  1838,  the  market  rate  had 
fi&Uen  stili  lower,  and  In  summer  was  about 
3  per  cent.  From  that  time  forward  it  began  to 
rise,  and,  at  the  end  of  autumn,  was  level  with 
the  Bank.  While  every  thing  was  symptomatic  of 
an  impending  drain  of  bullion,  the  Bank,  on  the 
29th  Novauber,  suddenly  lowered  its  rate  to  3^ 
per  cent. !  The  market  rate  was  now  decidedly 
higher  than  that  of  the  Bank,  and  the  consequence 
was  an  immediate  pressure  for  accommodation  on 
the  Bank.  The  securities  which,  in  December, 
1838,  were  jei9,536,000,  rose  in  January,  1839, 
to  £27,594,000,  and  the  bullion  fell  from£9,522,000 
to  £8,826,000.  From  that  time  forward  until  the 
middle  of  May,  the  drain  of  bullion  continued, 
and  on  the  14th  of  that  month,  the  liabilities  were 
£25,711,000,  the  securities  £24,098,000,  and  the 
bullion  £4,117,000;  that  is,  the  bullion  was  a 
little  more  than  one-sixth  of  the  securities,  when 
it  ought  to  have  been  one-half,  according  to  the 
theory  of  the  Directors  I  On  the  16th  May,  the 
Bank  ruaed  the  rate  of  discount  to  5  per  cent., 
hat  the  market  rate  had  risen  stiU  higher,  so  that 
the  drain  continued.  On  the  20th  May,  the  bul- 
licn  stood  at  £3,910,000,  but  the  directors  were 
so  utterly  blind  that,  on  the  30th,  the  time  of 
shutting  the  books  for  the  dividends,  they  still 
offered  advances  at  5  per  cent,  till  the  23rd  July, 
However,  on  the  23rd  June,  they  became  alarmed 
and  raised  the  rate  of  discount  to  5|,  and  refused 
to  disconnt  any  securities  except  bills  of  ex- 
change. 

227.  On  the  16th  July,  the  liabilities  were 
£28,860,000,  the  securities  £28,846,000,  and  the 
bullion  £2,987,000,  when  the  directors  at  last 
awoke  to  the  fact,  that  the  Bank  was  rapidly 
drifting  into  bankruptcy.  On  the  13th,  they 
gave  notice  that  they  would  be  ready  to  receive 
tenders  for  the  purchase  of  some  terminable  an- 
nuities, but  the  minimum  price  they  fixed  was  so 
high  that  no  sale  took  place.  Besides  raising  the 
rate  of  discount  in  May,  the  Bank  sold  public 
secarities  to  the  amount  of  £760,000,  and  it 
authorised  biUs  upon  Paris  to  be  drawn  on  its 
aceovnt  to  the  amount  of  £600,000.    These  mea- 


sures had  the  eflJect  for  a  short  time  of  arresting 
the  drain.  But  when  these  bills  came  to  matu- 
rity the  Bank  was  in  no  better  position  to  meet 
them,  and  it  then  became  necessary  to  create  a 
larger  credit  in  Paris  to  meet  the  first.  The 
position  of  the  Bank  was,  of  course,  well  Imown 
to  all  the  foreign  dealers  in  exchanges,  and,  in 
June,  it  was  generally  expected  abroad,  that  it 
could  not  maintain  payments  in  specie.  In  con- 
sequence of  this,  all  long  dated  bills  on  tills 
country  were  sent  over  for  inunediate  realization, 
and  the  values  withdrawn  as  speedily  as  possible. 
To  counteract  this  drain,  as  well  as  to  meet  the 
payments  of  the  first  credit,  which  had  been 
created  on  behalf  of  the  Bank,  it  was  obliged,  in 
July,  to  organize  a  measure  of  a  much  larger 
nature.  Messrs.  Baring  entered  into  an  agree- 
ment with  twelve  of  the  leading  bankers  in  Paris, 
to  draw  bills  upon  them  to  the  amount  of  up- 
wards of  £2,000,000;  and,  as  each  of  them 
had  only  a  fixed  credit  at  the  Bank  of  France, 
that  Bank  agreed  to  honour  their  acceptances  in 
case  they  should  be  presented  there,  and  exceed 
their  usual  limits.  An  operation  of  a  similar 
nature  to  the  amount  of  £900,000  was  organized 
with  Hamburgh.  As  soon  as  any  bill  was  drawn 
on  account  of  these  operations,  the  Bank  had 
transferred  an  equal  amount  of  the  annuities  it 
had  offered  for  sale  in  July,  to  two  trustees,  one 
for  the  drawers  and  the  other  for  the  acceptor. 
Out  of  this  second  credit  the  bills  which  fell  due 
from  the  creation  of  the  first  credit  were  paid. 
This  measure  had  the  effect  of  gradually  arresting 
the  drain  of  bullion  which  reached  its  lowest 
X)oint  in  the  week  ending  the  2nd  September, 
1839,  when  it  was  reduced  to  £2,406,000.  Fi'om 
that  time  it  began  slowly  to  increase,  and  in  the 
last  week  of  the  year  it  stood  at  £4,532,000,  the 
liabilities  being  £23,864,000,  and  the  securities 
£22,098,000.  The  operations  ensuing  from  this 
foreign  credit  extenaed  over  nine  months,  from 
July,  1839,  to  April,  1840,  and  the  highest 
amount  operated  upon  was  in  November,  1839, 
when  it  was  £2,900,000. 

228.  The  figures  we  have  quoted,  shewing 
the  proportion  between  the  bullion  and  the 
liabilities  of  the  Bank,  are  sufficient  to  shew 
either  that  there  was  some  natural  impossibility 
in  adhering  to  the  rules  the  directors  had  laid  down 
for  their  own  guidance  in  1832,  or  that  they  had 
not  sufficient  firmness  to  contract  their  issues  in 
time  of  pressure  to  maintain  it.  The  flagrant 
disproportion  which  these  figures  had  assumed, 
which  would  scarcely  be  safe  in  an  ordinary 
banking  house,  but  which  were  to  the  last  degree 
perilous  in  the  Bank  of  England,  which  was 
known  to  be  the  last  resource  of  every  bank  in 
the  kingdom  in  times  of  difficulty,  turned  the 
attention  of  writers  to  devise  some  plan  by  which, 
if  possible,  the  Bank  should  be  compelled  to 
maintain  the  proper  proportion  between  bulli<Mi 
and  liabilities.  Lord  Overstone,  then  Mr.  Samuel 
Jones  Loyd,  is  stated  to  have  been  the  originator 
of  the  idea,  which  was  eventually  adopted,  of 
dividing  the  Bank  into  two  distinct  departments 
independent  of  each  other ;  one  for  the  purpose  of 
issuing  a  regulated  amount  of  notes,  and  the  other 
for  carrying  on  the  business  of  banking.  This 
was  one  of  the  most  prominent  features  in  Sir 
Robert  Peers  Act  of  1844,  and  we  sbsJl  reserve, 
till  we  come  to  that  Act,  any  further  notice  of  it. 
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229.  The  great  commercial  and  monetary 
crisis  the  country  had  passed  through  within  the 
few  preceding  years,  attracted  much  public  atten- 
tion, and  several  petitions  were  presented  to 
ParUament;  and  in  March,  1840,  the  Government 
determined  to  institute  an  inquiry  into  the  whole 
system  of  paper  issues.  On  the  10th  of  that 
month  the  Chancellor  of  the  Exchequer  moved  for 
a  committee  for  that  purpose.  He  reminded  the 
House  that  the  Bank  Charter  would  terminate  in 
1844,  and  he  thought  it  expedient  that  they 
should  not  postpone  inquiry  into  the  subject  till 
the  last  moment.  That  whatever  might  be  the 
difference  of  opinion  among  the  most  intelligent 
men,  as  to  what  part  of  the  difficulties  they  had 
gone  through  were  to  be  attributed  to  the  Bank 
of  £nghmd,  or  other  banks,  still  they  were  very 
strongly  of  opinion  that  the  present  system  re- 
quired revision  and  alteration.  The  chief  points 
of  interest  connected  with  the  rep(»rt  and  evidence, 
which  we  may  mention  here,  are— 

L  That  the  principles  propounded  in  1832,  for 
the  management  of  the  Bank,  for  the  purpose  of 
conforming  with  the  principles  of  the  Bullion  Re- 
port, were  totally  condemned. 

n.  The  great  modem  heresy  that  bills  of  ex- 
change form  no  part  of  the  circulating  medium  or 
currency,  which  was  first  asserted  before  a  Parlia- 
mentary Committee  in  1832,  was  now  maintained 
by  the  great  majority  of  the  commercial  and 
banking  witnesses. 

230.  This  seems  to  have  been  the  first  adop- 
tion by  mercantile  men  of  the  theory  known  by 
the  name  of  the  **  currency  principle,"  which 
shortly  stated  is  this — That  when  hank  notes  are 
permitted  to  he  issued^  the  number  in  circulation 
should  always  he  exactly  equal  to  the  coin  which 
would  he  in  circutaiion  if  they  did  not  exist.  The 
advocates  of  this  principle  maintain  that  it  is  the 
onlv  true  mode  of  regulating  a  paper  currency, 
and  of  preserving  the  paper  of  equal  value  with 
the  gold  coin.  This  tneory  sounds  remarkably 
Bpecious  and  plausible,  and  from  the  eminence  of 
the  persons  who  have  been  converted  to  it,  has 
acquired  much  importance,  and  will  require  full 
examination  (CuBasNCT  PaiNciPiiB). 

231.  Nothing  can  be  more  wearisome  than  to 
read  through  the  enormous  mass  of  heterogeneous 
questions  heaped  upon  one  another,  without  aim 
or  drift,  tendine  to  no  result,  and  capable  of  pro- 
ducing none.  Nothing  can  be  more  humiliating 
than  the  contrast  between  the  bullion  committee 
of  1810,  and  the  committee  of  1840.  The  bullion 
committee  were  masters  of  the  science ;  they  knew 
how  to  govern  the  direction  of  the  inquiry,  to  cross- 
examine  the  witnesses,  and  make  them  expose 
their  own  fallacies,  by  involving  them  in  contra- 
dictions and  inconsistencies.  A!nd  when  the  wit- 
nesses had  given  their  opinions,  the  committee 
were  able  to  judge  and  decide  upon  the  value  of 
the  testimony,  and  the  result  was  the  complete 
demolition  of  the  opinions  of  the  great  majority 
of  the  witnesses.  But  in  the  conmiittee  of  1840, 
the  want  of  a  presiding  mind  is  painfully  conspi- 
cuous. They  were  totally  destitute  of  any  know- 
ledge of  the  principles  of  the  science  of  banking, 
and  after  having  protracted  the  inquiry  through 
two  sessions,  they  were  obliged  to  come  to  the 
humiliating  confession  of  their  own  incompetence 
to  frame  a  report  on  the  evidence  given,  and  to 


suggest  to  parliament  the  expediency  of  appoint* 
ing  a  new  conounittee  for  that  purpose ! 

232.  From  1838  a  series  of  four  bad  harvests 
followed  in  succession,  which  were  attended  with 
much  suffering  to  the  people,  high  prices  of  com, 
and,  as  a  natural  consequence,  large  importations 
of  foreign  com,  and  a  very  low  amount  of  bullioa 
in  the  Bank.  In  fact,  the  alleged  rule  of  1832  was 
a  complete  dead  letter,  and  it  was  not  till  the  27th 
August,  1842,  that  these  proportions  were  again 
attained,  when  the  liabilities  stood  at  £29,022,000 
and  the  bullion  at  £9,729,000.   The  crops  of  1 842, 

1843,  and  1844  were  prodigiously  abundant — the 
latter  more  so  than  any  for  ten  years  preceding. 
The  consequences  of  this,  as  well  as  other  circum- 
stances  which  happened  at  that  time  to  economise 
the  capital  of  the  country,  produced  a  cycle  of 
years  of  great  apparent  prosperity,  but  which 
ended  in  the  great  revulsion  of  1847.  The  bniUon 
in  the  Bank  continued  steadily  and  rapidly 
to  accumulate  until  December,  1843,  when  it 
reached  a  higher  limit  than  it  had  ever  done  be- 
fore, being  £14,982,000,  and  continued  to  increase 
after  that  until  the  passing  of  the  Act  of  1844. 

233.  On  the  6th  May,  1844,  Sir  Robert  Peel 
moved  a  resolution  of  the  House,  that  it  was  ex- 
pedient to  continue  for  a  limited  time  certain  of 
the  privileges  then  enjoyed  by  the  Bank  of  Eng- 
land, subject  to  any  conditions  that  might  be 
passed  by  any  Act  for  tiiat  purpose.  In  bringing 
this  resolution  forward,  he  gave  a  preliminary 
sketch  of  the  evils  of  the  paper  currency  as  it  then 
stood,  and  the  methods  he  proposed  for  placing  it 
on  a  sounder  footing.  We  shall  not  in  this  place 
enter  into  any  account  of  the  definitions  of  the 
word  currency,  or  circulating  medium,  as  we  have 
done  that  in  its  proper  place. — (CuaaBMcr :  Pbbi^ 
SiK  Kobbbt).  He  then  stated  that  it  was  the  in- 
tention of  Grovemment  to  increase  as  much  as 
possible  the  power  of  a  single  bank  of  issue,  and 
that  bank  should  be  the  Bank  of  England.  The 
Bank  was  therefore  to  continue  its  privileges  of 
issue,  but  it  was  to  be  divided  into  two  depart- 
ments, the  one  for  the  purpose  of  issuing  notes,  the 
other  for  the  ordinary  business  of  banking.  But 
the  Bank  was  to  be  deprived  once  for  aU  of  the 
power  of  unlimited  issues.  These  were  to  take 
place  in  future  on  two  foundations  only :  1st,  a 
fixed  amount  of  public  securities ;  2dly,  bullion. 
The  amount  of  issues  upon  public  securities  was 
permanently  fixed  at  £14,000,000,  every  other 
note  was  to  be  issued  in  exchange  for  bullion  only, 
so  that  the  amount  of  the  notes  issued  on  bullion 
should  be  governed  solely  by  the  action  of  the 
public.  Although  he  wished  there  should  only  be 
a  single  bank  of  issue,  yet  existing  interests  were 
to  be  regarded ;  and  those  banks  which  were  at 
that  time  lawfully  issuing  their  own  notes,  might 
remain  banks  of  issue ;  but  their  amount  was  to 
be  strictly  limited  to  a  certain  definite  average.* 

234.  it  was  impossible  for  Sir  Bobert  Peel 
not  to  see  the  inconsistency  of  his  measure  of 

1844,  with  his  expressed  sentiments  in  1819  and 
1833,  that  it  was  inexpedient  to  limit  the  issues 
of  the  Bank  to  any  fixed  amount,  because  there 
were  times  of  commercial  difficulty,  when  an 
increase  of  notes  might  be  the  proper  remedy. 
There  is  no  doctrine  more  strenuously  insisted 
upon  by  the  Bullion  Report,  by  the  Statesmen  of 
1819,  as  well  as  by  the  Government  in  1833,  and 
by  Sir  Robert  Peel  himself,  at  both  these  periods, 
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thui  that  it  was  impossible  to  fetter  the  dis- 
cretion of  the  Bank  in  its  issues.  Sir  Robert 
Peel  knew  that  he  was  now  taking  away  this 
power  from  the  Bank  altogether,  and  accordingly 
he  was  obliged  to  meet  this  objection.  He  said — 
**  It  is  said  that  the  Bank  of  England  will  not 
hxve  the  means  wliich  it  has  heretofore  had  of 
supporting  pnbllc  credit,  and  of  affording  assist- 
ance to  the  mercantile  world  in  times  of  com- 
mercial difficulty.  Now,  in  the  first  place,  the 
means  of  supporting  credit  are  not  means  exclu- 
sirely  possessed  by  banks.  All  who  are  possessed 
of  unemployed  capital,  whether  bankers  or  not, 
and  who  can  gain  an  adequate  return  by  the 
advance  of  capital,  are  enabled  to  afford,  and  do 
afford  that  aid^  ^ich  it  is  supposed  by  some,  that 
banks  alone  are  enabled  to  afford.  In  the  second 
place,  it  may  be  a  question  whether  there  be  aify 
permanent  advantage  in  the  maintenance  of  pub- 
lic or  private  credit,  unless  the  means  of  main- 
taining it  are  derived  from  the  bond  fide  advance 
of  eajfiialf  and  not  firom  a  temporary  increase  of 
promissory  notes,  issued  for  a  special  purpose, 
oome  apprehend  that  the  propcxsed  restriction 
upon  issues  will  diminish  the  power  of  the  Bank 
to  act  with  energy  at  the  period  of  a  monetary 
crisis,  and  commercial  alarm  and  derangement. 
Bat  the  object  of  legislation  is  to  pbsvbnt  (so 
fur  as  legislation  can  prevent)  the  recurrence  of 
those  evib  from  which  we  suffered  in  1825,  1836, 
and  1839.  It  is  better  to  prevent  the  paroxysm 
than  to  excite  it,  and  trust  to  desperate  remedies 
for  the  means  of  recovery."  This  extract  shews 
the  complete  misconception  of  Sir  Robert  Feel  on 
the  subject  of  banking,  because  he  believed  that 
the  advances  were  always  made  out  of  bond  fide 
ee^ikU,  whereas  we  have  shewn  that  they  are 
ptrincipally  creations  of  credit. 

235.  The  bill  was  reaudi  a  second  time,  after  a 
feeble  opposition,  by  a  majority  of  185  to  30.  It 
passed  through  the  House  of  Lords  with  a  very 
short  debate,  and  no  division.  Lord  Radnor 
alone  protested  against  it,  and  it  received  the 
Royal  Assent  on  the  19th  July,  1844.  Its  chief 
provisions  are  as  follows,  Statute  1844,  c.  32. 

L  That  after  the  31st  August,  1844,  the  issue 
of  Bank  Notes  by  the  Bank  of  England  should  be 
kept  wholly  distinct  from  the  general  banking 
business,  and  be  conducted  by  such  a  conunittee 
of  the  directors  as  the  Court  might  appoint,  under 
the  name  of  the  "  Issue  Department  of  the  Bank 
erf*  England.** 

n.  That  on  the  same  day  the  Governor  and 
Company  should  transfer,  appropriate,  and  set 
apart  to  the  issue  department,  securities  to  the 
value  of  X14,000,000,  of  which  the  debt  due  by 
the  public  to  the  Bank  was  to  be  a  part ;  and 
also  so  much  of  the  gold  coin,  and  gold  and  silver 
bullion,  as  should  not  be  required  for  the  banking 
department.  The  issue  department  was  then  to 
deliver  over  to  the  banking  department  an 
amount  of  notes,  exactly  equal  to  the  securities, 
coin  and  bullion,  so  deposited  with  them.  The 
Bank  was  then  forbidden  to  increase  the  amount 
of  secnrities  in  the  issue  department ;  but  it 
might  diminish  them  as  much  as  it  pleased,  and 
increase  them  again  to  the  limit  defined,  but  no 
further.  The  banking  department  was  forbidden 
to  issue  notes  to  any  person  whatever,  except  in 
exchange  for  other  notes,  or  such  as  they  received 
from  tl^  issue  department  in  terms  of  the  Act. 

PAST  II.  vol..  I* 


m.  The  proportion  of  silver  bullion  in  the 
issue  department,  on  which  notes  were  to  be 
issued,  was  not  at  any  time  to  exceed  one-fourth 
part  of  the  gold  coin  and  bullion  held  at  the 
time  by  the  issue  department. 

IV.  All  persons  whatever,  from  the  31st 
August,  1844,  were  to  be  entitled  to  demand 
bank  notes  in  exchange  for  standard  gold  bullion, 
at  the  rate  of  £3  1 7s.  9d.  per  ounce. 

y.  If  any  banker,  who  on  the  6th  May,  1844, 
was  issuing  his  own  notes,  should  cease  to  do  so, 
it  should  be  lawful  for  the  crown  in  council  to 
authorize  the  Bank  to  increase  the  amount  of 
securities  in  the  issue  department  to  any  amount 
not  exceeding  two-thirds  of  the  amount  of  notes 
withdrawn  from  circulation. 

VI.  Weekly  accounts  in  a  specified  form  were 
to  be  transmitted  to  Government,  and  published 
in  the  next  London  Grazette. 

VII.  From  the  same  date  the  Bank  was  relieved 
from  all  stamp  duty  on  their  notes. 

VUI.  The  annual  sum  payable  by  the  Bank  for 
their  exclusive  privileges  should  be  increased 
from  £120,000,  as  settled  in  1833,  to  £180,000. 
And  fdl  profits  derived  by  the  Bank  from  the  in- 
crease of  their  issues  above  the  £14,000,000,  as 
prescribed  by  the  Act,  should  go  to  the  public. 

IX.  After  the  passing  of  the  Act,  no  person 
other  than  a  banker  who  was  lawfully  issuing 
his  own  notes  on  the  6th  May,  1844,  should  issue 
bank  notes  in  any  part  of  the  United  Kingdom. 

X.  After  the  passing  of  the  Act,  it  was  for- 
bidden to  any  banker  to  draw,  accept,  make,  or 
issue  in  England  or  Wales,  any  bill  of  exchange, 
or  promissory  note,  or  engagement  for  the  pay- 
ment of  money  payable  to  l^arer  on  demana,  or 
to  borrow,  owe,  or  take  up  in  England  or  Wales, 
any  sum  or  sums  of  money,  on  the  bills  or  notes 
of  such  banker  payable  to  bearer  on  demand, 
except  such  bankers  as  were  on  the  6th  May, 
1844,  issuing  their  own  bank  notes,  who  were 
allowed  to  continue  their  issues  in  such  manner, 
and  to  such  extent,  as  afterwards  provided.  The 
rights  of  any  existing  firm  were  not  to  be  affected 
by  the  withdrawal,  change,  or  addition  of  any 
partner,  provided  the  whole  number  did  not  ex- 
ceed six  persons. 

XL  Any  banker  who  ceased  to  issue  his  own 
notes,  from  any  reason  whatever,  after  the  Act, 
was  not  to  resume  such  issues. 

XII.  All  existing  banks  of  issue  were  forth- 
with to  certify  to  the  conunissioners  of  stamps  and 
taxes  the  place,  and  name  and  firm,  at,  and  under 
which,  they  issued  notes,  during  the  twelve  weeks 
next  preceding  the  27th  April,  1844.  The  com- 
missioners were  then  to  ascertain  the  average 
amount  of  each  bank's  issues,  and  it  should  be 
lawful  for  such  banker  to  continue  his  issues  to 
that  amount,  provided  that,  on  an  average  of  four 
weeks,  they  were  not  to  exceed  the  average  so 
ascertained. 

XIU.  K  any  two  or  more  banks  of  issue  had 
become  united  during  that  twelve  weeks,  the 
united  bank  might  issue  notes  to  the  aggregate 
amount  of  each  separate  bank. 

XIV.  The  commissioners  were  to  issue  in  the 
London  Gazette  a  statement  of  the  authorized 
issues  of  each  bank. 

XV.  If  two  or  more  banks  afterwards  became 
united,  each  of  less  than  six  partners,  then  the 
commissioners  might  authorize  them  to    issue 
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notes  to  the  amount  of  their  separate  issues.  Bat 
if  the  number  of  the  united  bank  exceeded  six, 
their  privilege  of  issuing  notes  was  to  cease. 

XYI.  If  any  banker  exceeded  his  authorized 
issues  he  was  to  forfeit  the  excess. 

XYII.  Every  bank  of  issue  was  to  send  a 
weekly  account  of  its  issues,  which  was  to  be 
published  in  the  London  Gazette. 

Xyni.  The  mode  of  taking  the  average  was 
laid  down,  and  bankers  were  to  permit  their 
books  of  account  to  be  inspected  by  a  govern- 
ment officer,  properly  appointed,  and  to  make  a 
return  to  government  once  every  year,  within  the 
first  fortnight  in  January. 

XIX.  The  Bank  of  England  was  allowed  to 
compound  with  private  banks  of  issue,  to  with- 
draw their  own  notes,  and  issue  Bank  of  England 
notes,  for  a  sum  not  exceeding  1  per  cent,  per 
annum,  up  to  the  1st  August,  1856. 

XX.  All  banks  whatever  in  London,  or  within 
65  miles  of  it,  were  allowed,  after  the  passing  of 
the  Act,  to  draw,  accept,  or  indorse  bills  of  ex- 
change, not  being  payable  to  bearer  on  demand. 

XXI.  The  privileges  of  the  Bank  were  to  con- 
tinue till  twelve  months*  notice,  to  be  given  after 
1st  August,  1855,  and  repayment  of  the  pvblic 
debts,  and  all  other  debts  whatever. 

236.  Such  are  the  leading  provisions  of  Sir 
Robert  Peers  Act,  which  was  meant  to  carry  out 
a  particular  theory  of  currency,  which  we  have 
no  hesitation  in  affirming,  is  one  of  the  most 
stupendous  delusions  on  the  subject  any  one  ever 
conceived.  For  it  was  a  formal  inauguration  of 
the  "Currency  principle,"  which  is  this:  that 
**  A  paper  currency — meaning  thereby  bank  notes^ 
payable  to  bearer  on  demandr—thovld  altoays  be  ex- 
acdy  emud  in  amount  to  what  a  metallic  currency 
would  Off,  if  they  did  not  extX.**  This  is  the  theory 
which  the  strenuous  advocates  of  the  Act  always 
boast  that  it  carries  out.  But  they  only  exhibit 
their  own  profound  ignorance  of  the  mechanism 
of  banking.  In  the  first  place,  it  is  quite  clear 
that  the  issue  of  £14,000,000  of  notes  is  so  much 
in  excess  of  the  metallic  currency.  The  Bank 
gave  £14^000,000  of  sovereigns  in  purchase  of  these 
securities  which  are  in  circulation,  and  then  it  is 
allowed  to  create  an  additiorudsum  of  £14,000,000 
in  bank  notes,  which  are  AI.80  in  circulation. 
Can  any  man  in  his  senses  deny  that  this  opera- 
tion DouBLBs  the  quantity  or  currency  to  that 
extent  ?  Ajid  this  is  the  necessary  result  of  all 
plans  of  issuing  notes  on  the  basis  of  securities ; 
because  it  is  quite  clear  that  the  securities  must 
first  be  bought  with  money,  and  then,  after  that, 
an  equal  amount  of  notes  are  created,  which  are 
also  treated  as  money.  It  is  quite  clear,  then, 
that  those  persons  who  assert  that  the  Bank  Act 
of  1844,  carries  out  the  "Cuirency  principle," 
assert  this  proposition : — 

£14,000,000  +  £14,000,000,  «  £14,000,000. 
But,  further  than  that,  it  is  the  universal  belief 
that  this  Act  prevents  banks  creating  instruments 
of  credit,  and  that  bankers  now  only  lend  out  the 
money  they  receive.  But,  in  the  preceding  sec- 
tions, we  have  shewn  that  this  is  a  complete  de- 
lusion. We  have  shewn  that  the  business  of 
banking  consists  in  csbatino  uabiutibs,  and 
that  the  almost  universal  idea  that  the  Joint 
Stock  Banks  have  £40,000,000  of  bond  fide 
deposits  in  cash  with  them,  is  a  complete  fallacy, 
^^and  that  these  figures  are  the  substitutes  and 


BfiPBBSEMTATivBs  of  the  old  bank  notes.  Coosc- 
quently,  the  business  of  banking  in  London  con- 
sists in  creating  millions  of  promises  to  pay  every 
day.  Hence,  to  shew  the  full  error  of  those  who 
think  that  the  Bank  Act  of  1844  carries  out  the 
currency  principle,  we  may  say  that  they  must 
believe  that  twicb  fourteen  millions  plus  an  tn- 
definite  number  of  millions,  is  equal  to  fourteen 
millions  !  I  ''  Etre  dupe  d*autrui,^*  says  Bastiat, 
**  n*est  pas  dej^  tr^s  plaisant ;  mais  employer  le 
vaste  appareil  repr^sentatif  k  se  duper  soi-m^me, 
k  se  duper  doublement,  et,  dans  une  affaire  de 
numeration^  voiliL  qui  est  bien  propre  k  rabattre 
un  pen  Torgueil  du  siede  des  hnmeres^ 

287.    But  passing  over  a  mere  belief  in  a 
theory,  whose  correctness,  or  the  contrary,  this  is 
not  the  place  to  inquire  into,  which  we  have  done 
elsewhere— (CuBBBNCT  Pbikcifub) — this  Act  did 
what  all  the  authorities  of  greatest  note  up  to  that 
timcf  and  including  Sir  Robert  Peel  hunself,  had 
solenmly  protested  against,  it  imposbd  a  hum  b- 
bical  limit  on  thb  Issubs  or  tbb  Bahk  of 
Enqi^nb.    We  have  shewn,  under  their  respec- 
tive heads,  that  the  most  eminent  authorities,  in- 
cluding Sir  Bobert  Feel  himself  had  declared 
that  there  were  times  of  difficulty  and  danger, 
when  a  judicious  incbbasb  of  accommodation 
was  the  true  remedy  to  be  adopted ;  and  in  1833 
Sur  Robert  Peel  himself  had  protested  against 
the  institution  of  another  bank  of  issue  in  the 
metropolis,  because  it  would  hamper  the  action 
of  the  Bank  of  England  in  supporting  public 
credit.    But  in  1844  he  had  totally  changed  his 
opinion.     He  expressly  took  away  this  power 
from  the  Bank.     The  fact  was,  the  theory  he 
seemed  to  adopt  was  that  all  the  preceding  crises 
had  been  caused  by  the  improper  issues  of  the 
Bank  of  England  and  other  banks,  and  if  these 
could  be  prevented,  there  could  be  no  crisis,  and 
consequently  no  necessity  for  this  power.    More- 
over, the  autiiors  of  the  Act  of  1 844  flattered  tiiem- 
selves  that  for  every  five  sovereigns  that  left  the 
country,  a  five  x>OQnd  note  must  be  withdrawn 
from  circulation.    We  shall  see  shortly  how  these 
expectations   were   fulfilled.     Sir  Robert  Peel 
alleged  that  this  Act  was  the  complenaent  of  the 
Act  of  1819,  now  we  have  shewn — {Elements  of 
Political  Economuy  chap.  VII. ;  and  Papbb  Cub- 
bbnct)— that  this  idea  is  a  complete  fallacy,  and 
that  the  Act  of  1819  and  the  sentiments  and  opi- 
nions of  its  authors,  are  founded  on  a  totally  cus* 
tinct  theory  of  paper  currency  to  the  Act  of  1844, 
and  the  opinions  of  its  supporters.    In  the  same 
Session  an  Act  for  the  regulation  of  Joint  Stock 
Banks  was  passed,  which  having  been  found  to  be 
nothing  but  a  mischief  and  a  nuisance,  has  been 
totally  repealed! 

238.  Owing  to  the  good  harvestsof  1842, 1843, 
and  1844,  the  bullion  in  the  Bank  accumulated 
very  rapidly  during  those  years,  and  a  very  large 
quantity  of  money,  which  the  nation  must  other- 
wise have  spent  in  food,  was  set  firee  for  commer- ^ 
cial  purposes.  Other  circumstances  occurred  at  \ 
the  same  time,  to  liberate  a  large  quanti^  of  the 
capital  of  the  country  from  its  accustomed  use, 
and  to  render  it  applicable  to  commercial  pur- 
poses. These  have  oeen  very  clearly  and  ably 
pointed  out  by  Mr.  James  Wilson. — (Wusov^ 
Jambs). 

239.  Tlie  Act  of  1844  having  placed  an  abso- 
lute limit  upon  the  discretion  of  the  Bank. in 
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iflSQiag  notes,  Sir  Robert  Peel  daid  that  lie  thought 
that  banking  business  conld  not  be  too  free  and 
onrestnined.    The  extraordinary  accnmnlation 
of  capital,  arising  from  the  circumstances  we 
biTB  just  alluded  to,  lowered  the  market  rate  of 
discount  to  1}  and  2^  on  the  best  bills,  and  the 
Bank  of  England  immediately  conformed  to  the 
market  rate  on  the  passing  of  the  Act,  and 
redoced  its  rate  from  4  per  cent  to  2^  for  the 
best  bills.    The  day  the  Act  came  into  operation 
the  whole  of  the  disconnts  were  done  at  1 },  and 
thej  oontinaed  at  that  rate  for  a  fortni^t,  when 
some  were  done  at  2  per  cent. ;  and  np  to  the 
26th  October  a  considerable  portion  was  done  at 
^.    From  this  date,  howeyer,  np  to  October, 
184^,  the  rate  was  2| ;  in  Korember,  184^,  the 
rate  was  suddenly  raiseid  to  3^,  and  continued  at 
that  figure  till  August,  1846,  when  it  was  lowered 
to  8  per  cent.    These  rates  being  goremed  by 
the  flow  of  bullion,  which  diminished  frx)m  15^ 
Bullions,  when  the  Act  of  1844  passed,  to  18^ 
millions  in  November,  1845 ;  after  which  it  in- 
creased again  to  above  16  millions  in  August, 
1846,  and  then  began  steadily  to  decline,  till  it 
reached  its  minimum  in  the  great  crisis  of  OctO'- 
ber,  1847.* 

240.  The  first  failure  of  the  potato  crops  in 
Ireland  in  1845,  and  the  railway  mania  of  that 
year,  must  be  in  the  recollection  of  most  of  our 
readers  and  need  not  be  detailed  here,  nor  had 
thef  anything  to  do  properly  with  the  manage- 
ment of  the  Bank,  whose  sole  duty  it  was  to  look 
to  its  own  affisui^  and  preserve  its  own  stability. 
The  calamity  of  1846  was  far  more  severe  and 
extensive  than  that  of  the  preceding  year.  It 
was  absolutely  certain  that  an  immense  quantity 
of  bullion  would  require  to  be  exported  in  pay- 
ment of  the  grain  it  would  be  necessary  to  import 
Accordingly,  from  the  middle  of  September,  1846, 
a  steady  and  continuous  drain  of  bullion  set  in, 
but  the  Bank  made  no  alteration  in  the  rate  of 
disoonnt  until  the  16th  January,  1847,  when  the 
ballion  had  fiallen  to  £13,949,000,  it  raised  the 
rate  of  disconnt  to  3 j^,  and  on  the  2drd  the  bullion 
having  been  fnrther  diminished  by  £500,000,  it 
raised  the  rate  to  4  per  cent.  Henceforth  the 
dram  continued  rapidly,  but  the  Bank  still  con- 
tinned  to  make  no  alteration  until  the  10th  April, 
when  the  bullion  having  fallen  to  £9,867,000  the 
rate  was  raised  to  5  per  cent.  Here  we  have  the 
same  inveterate  blunder  committed  by  the  Bank 
as  on  so  many  previous  occasions — ^an  immense 
drain  of  ballion,  and  yet  none  but  the  most  feeble, 
inefllcient,  and  puerile  means  ti^en  by  the  Bank 
to  raise  the  value  of  money  here.  .  But  the  opera- 
tion of  tiie  Bank  at  this  time  is  an  excellent 
example  of  the  self-acting  nature  of  the  Act  of 
1844.  We  need  only  observe  that  the  banking 
capital  of  the  Bank  of  England  at  this  time  was 
£14,000,000,  based  upon  public  securities,  together 
with  notes  representing  as  much  bullion  as  there 
is  in  the  issue  department.  Consequently  the 
Pg^  held  in  reserve  must  always  be  equal  to  the 
difference  between  the  notes  in  circulation,  or 
held  by  the  pnbUc,  and  the  sum  of  £14,000,000 
added  to  the  quantity  of  bullion.  Now  we  have 
seen  that  the  intention  of  the  framers  of  the  Act 
of  1844  was,  that«as  the  bullion  diminished^the 
notcHi  in  the  hmds  of  the  public  should  be  di- 
minished in  conformity  to  the  "currency  prin- 
ciple."   Now  what  did  the  directors  do  ?  Instead 


of  reducing  the  notes  in  circulation,  or  held  by 
the  public,  they  threw  the  whole  diminution  on 
their  own  reserves !  On  the  29th  August,  1846, 
the  notes  held  by  the  public  were  £20,426,000, 
the  ballion  was  £16,366,000,  and  the  notes  in 
reserve  were  £9,450,000 ;  after  this  a  very  severe 
and  continuous  drain  of  ballion  took  place,  but 
no  perceptible  alteration  whatever  was  made  in 
the  notes  in  circulation,  but  the  notes  in  reserve 
rapidly  diminished.  On  the  10th  April,  1847, 
the  notes  in  circulation  were  £20,243,000,  the 
bullion  was  £9,867,000,  and  the  notes  in  reserve 
£2,558,000.  Consequently  nothing  could  be  a 
more  total  and  complete  failure  of  the  Act  of 
1844,  on  the  very  first  occasion  its  services  were 
required. 

241.  The  number  of  notes  held  in  reserve  in 
the  banking  department,  under  the  new  system 
of  1844,  corresponded  in  effect  very  much  to  the 
amount  of  the  bullion  held  by  the  Bank  before  its 
division.  When,  therefore,  the  public  saw  that 
the  whole  banking  resources  of  the  Bank  were 
reduced  to  £2,558,000,  a  complete  panic  seized 
both  the  public  and  the  directors.  The  latter 
adopted  measures  of  extreme  severity  to  check 
the  demand  for  notes.  The  rate  was  raised  to  5 
per  cent.,  and  this  was  made  applicable  only  to 
bills  having  a  very  few  days  to  run,  and  a  limit 
was  placed  upon  the  amount  of  bills  discounted, 
however  good  they  might  be.  Merchants  who 
had  received  loans  were  called  upon  to  repay 
them  without  being  permitted  to  renew  them. 
During  some  days  it  was  impossible  to  get  bills 
discounted  at  all.  These  measures  were  effectual 
in  stopping  the  efflux  of  bullion,  and  a  sum  of 
£100,000  in  sovereigns^  which  had  been  actually 
shipped  for  America^  was  relanded.  During  this 
period  the  rate  of  discount  for  the  best  bills  rose 
to  9,  10,  and  12  per  cent.  During  all  this  time 
the  price  of  wheat  continued  steadily  to  rise, 
notwithstanding  the  monetary  pressure ;  and  at 
the  close  of  May,  the  price  on  one  occasion  reached 
Idls.  in  the  Windsor  market.  The  foreign  ex- 
changes, which  had  been  adverse  to  the  country 
during  the  latter  part  of  1846,  and  the  beginning 
of  1847,  from  the  immense  quantity  of  foreign 
com  which  was  imported,  became  favourable  in 
the  middle  of  April,  partly  owing  to  the  great 
monetary  pressure. 

242.  The  pressure  passed  off  after  the  first 
week  in  May,  having  lasted  about  three  weeks, 
and  bullion  began  to  fiow  in  after  the  24th  of 
April,  until,  at  the  end  of  June,  it  amounted  to 
£10,526,000,  the  notes  in  circulation  being 
£18,051,000,  and  the  notes  in  reserve  £5,625,000. 

243.  The  conduct  of  the  Bank  in  keeping 
down  the  rate  of  discount,  when  a  rapid  drain 
was  going  on,  and  the  foreign  exchanges  were 
unfavourable,  was  the  exact  counterpart  of  what 
it  had  done  on  so  many  previous  occasions,  and 
excited  much  comment  and  adverse  criticism  by 
the  whole  commercial  community  of  London. 
The  market  rate  rose  decidedly  above  it,  so  that  a 
rush  for  discounts  was  made  to  the  Bank,  which 
were  no  sooner  obtained  in  notes,  than  the  holders 
of  them  went  immediately  to  the  issue  department 
to  demand  gold  for  them.  But  we  have  noticed  in 
the  preceding  account  one  fact  of  immense  impor- 
tance. The  Bank  raised  the  rate  of  discount^  and 
gold  which  had  been  already  shipped  was  relanded. 
This  is  a  decisive  instance  of  the  doctrine  we  have 
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proved,  that  the  rate  of  discount  is  the  true  mode  of 
controlling  the  paper  currency  and  the  movements 
of  bullion,  (Elements  of  Political  Economy^ 
chap.  V.  Theory  and  Practice  of  Bankings  chap, 
XIII,    Discount.) 

244.  The  enormously  high  price  of  grain, 
which  had  no  parallel  since  1812,  had  the  natnml 
effect  of  tempting  a  great  number  of  houses  to 
enter  into  speculations  for  the  impoi*t  of  grain, 
far  beyond  their  power  to  support.  The  enormous 
importations  in  May,  June,  and  July,  coupled 
with  the  very  favourable  appearance  of  the 
harvest,  caused  a  heavy  and  continuous  fall  in 
the  price  of  grain,  and  the  reports  of  the  potato 
crop  being  very  favorable,  the  price  of  wheat  fell 
to  49s.  6d.  in  September.  This  tremendous  fall 
in  the  price  of  wheat  was  fatal  to  the  houses 
which  had  speculated  in  it.  Moreover,  that 
hideous  nuisance  which  always  flourishes  with 
noxious  luxuriance  in  times  of  speculation — 
accommodation  paper — ^was  extensively  preva- 
lent. The  failures  in  the  com  trade  began  in 
August,  and  continued  to  increase  in  numtor  and 
magnitude  till  past  the  middle  of  October. 

245.  As  we  have  given  a  full  account  of  this 
great  crisis  in  its  proper  place  (Cbisis,  Commek- 
ciAi.),  we  shall  not  enlarge  upon  it  here.  It  is 
sufficient  to  say  that  from  Monday  the  1 8th  to 
Saturday  the  23rd  it  was  at  its  height ; — ^that  for 
a  considerable  time  the  Bank  attempted  to  carry 
out  the  restrictive  policy  as  they  had  done  in 
1825,  and  that  at  length  the  ministry  took  upon 
themselves  to  advise  the  Bank  to  break  through 
the  provisions  of  the  Act,  and  advance  notes 
freely  wherever  they  judged  it  prudent,  but  at  a 
very  high  rate  of  discount — ^not  less  than  eight 
per  cent. — and  that  this  policy  was  completely 
successful,  and  inmiediately  allayed  the  panic. 
Thus  following  exactly  the  principles  of  the  Bul- 
lion Report. 

246.  The  ministry  having  authorized  the 
Bank  to  commit  a  breach  of  the  Act,  felt  bound 
to  meet  Parliament  as  soon  as  possible.  In  the 
debate  that  took  place,  Sir  Robert  Peel  felt  par- 
ticularly called  upon  to  come  forward  and  defend 
the  Act  of  1844.  After  defending  himself  from 
some  minor  charges,  he  protested  against  singling 
out  individual  members  of  Parliament,  and 
making  them  responsible  for  the  acts  of  the  whole 
legislature.  He  said  that  some  persons  alleged 
that  the  Act  of  1844  had  been  passed  without 
due  inquiry,  but  he  recounted  the  committees  that 
had  sat  for  five  years,  and  had  asked  upon  the 
whole  upwards  of  14,000  questions — questions 
and  answers  without  end — but  with  no  practical 
result  from  those  apparently  interminable  in- 
vestigations. The  last  committee  had  closed  its 
labors  without  any  practical  results.  At  last  the 
ministers  determined  to  bringforward  a  measure  on 
theur  own  responsibility,  which  had  been  carried 
by  extraordinary  majorities;  but  nevertheless, 
if  it  could  be  shown  that  the  Act  of  1844 
could  be  amended,  that  it  ought  to  be  done. 
He  said, ''  There  has  been  some  misapprehension 
respecting  the  objects  of  this  Act.  I  do  not  deny 
that  one  of  the  objects  contemplated  by  the  Act  was 
the  prevention  of  the  convulsions  that  had  heretofore 
occurred^  in  consequence  of  the  neglect  by  the  Jbank 
of  England  to  take  early  precautions  against  the 
withdrawal  of  its  treasure,  I  did  hope,  that  al- 
though there  was  no  imperative  obligation  on  the 


Bank  of  England  to  take  these  precautions,  thai 
the  experience  of  1825,  1836,  and  1839,  would 
have  induced  that  establishment  to  conform  to 
principles  which  the  directors  of  the  Bank  ac« 
knowledged  to  be  just,  and  which  they  had  more 
than  once  professed  to  adopt  for  their  own  regula- 
tion. Sir,  I  am  bound  to  say  that  in  that  hope, 
that  in  that  object  of  the  bill,  I  have  been  disap- 
pointed. I  am  bound  to  admit,  seeing  the  extent 
of  commercial  depression  which  has  prevailed, 
and  the  number  of  houses  which  have  been  swept 
away,  some  of  which,  however,  I  think  were  insol- 
vent lone  before  the  bill  came  into  operation,  and 
others  of  which  became  insolvent  in  consequence 
of  the  failure  of  those  who  were  connected  with 
them,  and  were  imprudent  in  their  speculations,  I 
am  bound  to  admit  that  that  purpose  of  the  Bill  of 
1844,  which  sought  to  impress  if  not  a  legal,  at 
least  a  moral  obligation  on  the  Bank  to  prevent 
the  necessity  for  measures  of  extreme  stringency 
by  timely  precautions;  has  not  been  fulfilled.  Sir, 
I  must  contend  that  it  was  in  the  power  of  the 
Bank,  if  not  to  prevent  all  the  evils  that  have 
arisen,  at  least  greatly  to  diminish  their  force. 
If  the  Bank  had  possessed  the  resolution  to  meet 
the  coming  danger  by  a  contraction  of  its  issues, 
by  raising  the  rate  of  discount,  by  refusing  much 
of  the  accommodation  they  granted  between  the 
years  1844  and  1846 — if  they  had  been  firm  and 
determined  in  the  adoption  of  these  precautions, 
the  necessity  for  extrinsic  interference  might  have 
been  prevented,  it  might  not  then  have  been  neces- 
sary for  the  government  to  authorise  a  violation 
ofthe  Actof  1844.  *  *  ♦  The  Bill  of  1844  had 
a  triple  object.  Its  first  object  was  that  in  which 
I  admit  it  has  failed^  namely,  to  prevent  by  early 
and  gradual,  severe  and  sudden  contraction,  and 
the  panic  and  confusion  inseparable  from  it.  Bnt 
the  Bill  had  at  least  two  other  objects  of  at  least 
equal  importance — ^the  one  to  maintain  and  gaa*> 
rantee  the  convertibility  of  the  paper  currency 
into  gold ;  the  other  to  prevent  the  difficulties 
which  arise  at  all  times  from  undue  speculation, 
being  aggravated  by  the  abuse  of  paper  credit  m 
the  form  of  promissory  notes.  In  these  two  ob- 
jects my  belief  is  that  the  Bill  has  completely 
succeeded.  My  belief  is  that  you  have  had  a  gua- 
rantee for  the  maintenance  of  the  principle  of  con- 
vertibility such  as  you  never  had  before.  My 
belief  also  is,  that  whatever  difficulties  you  are 
now  suffering  from  a  combination  of  various 
causes,  those  difficulties  would  have  been  greatly 
aggravated  if  you  had  not  wisely  taken  the  pre- 
caution of  checking  the  unlimited  issues  of  the 
notes  of  the  ^ank  of  England,  of  joint  stock 
banks,  and  private  banks."  Sir  Robert  Ped 
then  entered  into  a  most  able  description  of  the 
true  evils  the  country  was  suffering  under,  which 
arose  from  the  enormous  destruction  of  c^pit^ 
by  the  dearth  of  food,  and  the  unusual  absorp- 
tion of  capital  in  one  channel  of  commerce,  the 
construction  of  railroads,  which  were  not  yet 
remunerative.  He  shewed  the  absurdity  of  ex- 
pecting to  have  cheap  money,  while  capital  was 
scarce.  He  cordially  approved  of  the  course  the 
(rovemment  had  taken  in  not  issuing  the  letter 
sooner  than  they  did,  and  in  doing  it  when  they 
did.  Thus  at  once  abandoning  thb  Cubbbnct 
PaiNciPLB,  and  going  Inich  to  his  old  opinion  ffiat 
the  Bank  of  England  ought  to  extend  its  issues  in 
times  of  commercial  crisis,  "  The  true  remedy  for 
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the  state  of  things  the  country  was  snfFeruig 
under  was  indiyidnal  exertion,  the  limitation  of 
engaeements,  the  cessation  of  all  demands  which 
coold  be  postponed ;  an  earlier  issue  of  the  letter 
would  have  relaxed  these  necessary  exertions. 
But  to  that  pressure  a  panic  succeeded,  which 
eould  not  be  provided  against,  or  foreseen  by 
legislation,  which  could  not  be  reasoned  with,  and 
which  could  only  be  met  with  by  a  discretionary 
assumption  of  power  by  the  Government  suitable 
to  the  emergency.  Whether  any  modification  of 
the  Act  of  1844  was  desirable  was  a  question  for 
future  consideration.  His  own  opinion  was  in 
&vonr  of  the  maintenance  of  the  great  principles 
of  that  measure.  If  the  identical  restrictions  were 
not  imposed  upon  the  Bank  as  were  then  in  force, 
still  there  must  be  some  restrictions,  for  after  the 
experience  of  1825,  1836,  and  1839,  he,  for  one, 
would  not  be  content  to  leave  the  regulation  of  the 
monetary  concerns  of  this  country  to  the  uncon- 
trolled discretion  of  the  Bank.  In  1844,  the 
general  conviction  was  that  it  ought  not  to  be  so 
left,  and  he  for  one  knew  no  better  mode  of  im- 
posing restriction  than  tiiat  which  was  devised  by 
the  Act  of  1844.** 

247.^  Both  Houses  of  Parliament  appointed 
Committees  to  inquire  into  the  causes  of  the  com- 
mercial crisis.  The  Committee  of  the  Commons 
presented  their  Report  on  the  8th  June,  1848. 
It  entered  into  no  scientific  examination  of  the 
correctness  or  the  contrary  of  the  opinions  of  the 
witnesses ;  it  aspired  to,  and  attained,  no  higher 
fonction  than  that  of  acting  as  a  kind  of  preface  to 
the  mass  of  evidence,  but  concluded  by  stating 
the  opinion  of  the  Committee,  that  it  was  not  ex- 
pedient to  make  any  alteration  in  the  Act  of  1844. 
The  Report  of  the  Committee  of  the  Lords  was  a 
much  more  elaborate  production.  It  not  only 
examined  the  evidence  at  considerable  length,  but 
pronounced  an  opinion  of  its  own,  and  recom- 
mended that  the  Act  should  be  so  fkr  amended  as 
to  introduce  a  discretionary  relaxing  power,  which 
was  only  to  be  exercised  during  the  existence  of 
a  fiiyoarable  foreign  exchange. 

248.    Alter  tiie  severe  m^cine  which  the  body 
commercial  was  subjected  to  by  the  great  crisis  of 
1847,  which  there  can  be  little  doubt  was  of  great 
service,  by  removing  houses  that  had  been  in- 
solvent for  years,  the  commerce  of  the  country 
was  established  on  a  sounder  footing,  and  for 
several  years  proceeded  with  great  prosperity. 
In  18^  war  was  declared  with  Russia,  and  the 
seat  of  it  being  principally  in  the  Black  Sea,  a 
great  demand   for    shipping   arose,   which,    as 
usual,  caused  much  speculative  dealing  in  that 
species    of    property.      This    occurred    espe- 
cially at  Liverpool  in  the  autumn  of  1854,  and 
led  to  some  very  extensive  failures.    The  reve- 
lations wliich  ensued  from  these  failures,  dis- 
closed that  the  same  inveterate  and  abominable 
practices  of  accommodation  paper  were  again 
rampant.  ^  Fictitious  bills  to  an  enormous  extent 
were  fiibricated  among  persons  Tvho  were  in  the 
same  species  of  business,  and  were  negotiated  all 
over  the  kingdom.    Nor  were  the  evil  efiects  of 
these  frauds  confined  to  Liverpool,  or  to  that 
time.    Banks  all  over  the  kingdom  were  victim- 
ized by  this  gan£,  and  a  great  establishment  in 
that  town  was  £eply  and  irretrievably  injured, 
and  fdl  in  1857,  being  one  of  the  causes  of  the 
panic  in  that  year*    Moreover,  the  discoveries  of 


gold  in  Australia  led  to  a  vast  overtrading  to 
that  country,  and  caused  great  embarrassments 
among  that  class  of  traders.  In  June  the  bullion 
in  the  Bank  stood  at  .£18,169,000,  when  an  ex- 
tremely severe  drain  began,  and  by  the  13th 
October  it  was  reduced  to  £11,752,000,  which  is 
by  far  the  severest  on  record.  What  the  causes 
of  this  were  it  does  not  concern  us  to  inquire. 
The  only  thing  that  concerns  us  is  the  conduct 
of  the  Bank.  On  this  occasion  it  acted  with  a 
promptitude  and  decision  most  favorably  con- 
trasted with  its  former  errors.  The  rate  of  dis- 
count was  rapidly  raised  to  enhance  the  value  of 
money ;  on  no  former  occasion  was  the  rise  so 
rapid  and  extensive  in  so  short  a  time,  but  the 
effect  produced  was  most  salutary  ;  although 
there  was  a  considerable  pressure,  there  was  no 
panic.  In  order  to  show  clearly  the  different 
mode  of  action  adopted  by  the  Bank,  we  may 
give  the  following  figures : — 
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On  the  29th  December  the  Economist  said, 
The  money  market  continues  as  stringent  as  it 
can  well  be,  and  no  bills  can  be  discounted  under 
the  Bank  rates.  Paper  at  long  dates  cannot  be 
discounted  on  any  terms.  The  great  extent  of 
our  trade,  as  indicated  by  the  returns  for  No- 
vember, confirms  the  suspicion  awakened  by  the 
continued  demand  for  money,  that  trade  has  r«- 
ceived  no  serious  check  from  the  advance  in  the 
rate  of  discount,  and  is  still  more  extensive 
than  prudence  warrants,  or  in  the  end  will  be 
Justified.** 

249.  This  most  judicious  conduct  on  the  part 
of  the  Bank,  which  merited  nothing  but  the  most 
unqualified  commendation,  excited  a  great  clatter 
amongst  a  certain  number  of  people,  who  think 
that  money  is  to  be  created  ad  libitum  by  writing 
"  promises  to  pay"  on  bits  of  paper,  when  there  is 
no  money  to  pay  them  with,  and  who  think  it 
possible  to  send  one*s  money  abroad,  and  aJso  to 
have  it  at  home.  The  papers  were  filled  for 
weeks  with  letters  and  articles  exhibiting  aU  the 
rank  follies  which  were  once  prevalent  on  the 
subject  of  the  price  of  com,  and  which  have  been 
so  admirably  exposed  by  Adam  Smith.  But  in 
this  respect,  a  most  marked  and  healthy  change 
has  beep  of  late  years  most  manifest  in  the  ma- 
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jority  of  public  writers.  The  cpreat  majority  now 
understand  that  the  rate  of  discount  is  the  true 
regulating  power  of  the  paper  currency,  and  in- 
stead of  assailing  the  Bank  with  howls  and  exe- 
cration when  it  does  its  duty  in  raising  its  rate, 
they,  with  a  few  exceptions,  now  universally 
commend  it.  This  is  great,  real,  and  sound  pro- 
gress in  the  spread  of  true  economic  science. 

250.  At  the  end  of  this  year  the  Queen  exer- 
cised the  power  reserved  in  the  Act  of  1844,  to 
enable  the  Bank  of  England  to  extend  its  issues 
to  not  more  than  two-thirds  of  the  amount  of  those 
of  any  banks  of  issue  that  might  cease  to  issue 
notes.  From  the  passing  of  the  Act  up  to  this 
period  forty-seven  banks,  whose  authorized  issues 
amounted  to  £712,623,  ceased  to  issue  their  own 
notes,  and  on  the  13th  December,  1855,  the  Queen 
in  Council  issued  an  order  authorizing  the  Bank 
of  England  to  increase  its  issues  to  the  amount  of 
£475,000  upon  public  securities.  But  this  is  not 
the  entire  bona  fide  increase  to  the  issuing  power 
of  the  Bank.  For  in  the  year  1854  the  clearing 
house  was  organized  on  a  better  plan  (Creasing 
House),  and  whereas  before  that,  an  average 
amount  of  £200,000  of  bank  notes  were  required 
to  adjust  its  transactions,  by  the  new  system 
these  were  totally  dispensed  with,  and  no  notes  at 
all  are  now  required.  Moreover,  by  the  admis- 
sion of  the  joint  stock  banks  to  the  clearing  house, 
they  are  saved  from  keeping  an  enormous  amount 
of  notes  to  meet  the  *'  bankers*  charges,^*  which 
may  safely  be  calculated  at  £500,000.  These 
notes,  therefore,  are  now  available  to  the  Bank  to 
use  for  commercial  purposes,  and  consequently 
are  to  be  considered  as  so  much  additional  power 
of  issue  to  the  Bank,  which  has  thus  in  reality 
acquired  an  increased  power  of  issue  to  the 
amount  of  £1 ,1 75,000,  since  the  Act  of  1 844.  Up 
to  February,  1857,  seven  other  banks,  whose 
aggregate  issues  amounted  to  £111,020,  have 
ceased  to  issue  notes,  but  no  further  power  has 
yet  been  granted  to  the  Bank  to  extend  its  issues. 

'251.  For  several  months  after  the  beginning 
of  1856,  the  money  market  continued  in  a  state  of 
great  'tightness,"  and  the  bullion  in  the  Bank 
scarcely  varied.  The  lowest  was  on  the  26th 
April,  when  it  stood  at  £9,081,675 ;  after  that  it 
gradually  rose,  and  the  rate  of  discount  fell  in 
summer  to  about  4^  and  4  J,  but  in  October  the 
bullion  fell  very  considerably  again,  and  discount 
rose  to  7  and  8  per  cent.,  and  a  pressure  followed, 
of  about  the  same  severity  as  in  1855,  and  con- 
tinued with  very  little  variation  to  the  end  of  the 
year. 

252.  The  year  1857  opened  with  money  at  a 
comparatively  high  rate,  which  gradually  some- 
what abated,  but  after  a  temporary  relaxation, 
discount  in  April  rose  again  to  7  and  8  per  cent. 
The  bullion  continued  all  the  time  in  a  low  and 
unsatisfactory  condition,  owing  to  the  extraordi- 
nary activity  of  trade,  and  the  demand  for  it  for 
foreign  enterprises.  Trade  in  this  year  assumed 
that  sudden  and  unusual  increase,  which  ample 
experience  now  enables  us  to  pronounce  is  always 
to  be  looked  upon  as  a  dangerous  symptom,  and 
as  a  sure  precursor  of  a  crisis.  However  we  shall 
not  rq)eat  here  what  we  have  said  elsewhere, 
(Cnisis,  CoMMBXciix)  where  the  pathology  of 
^fais  crisis  is  fully  detailed.  There  is  nothing  which 
in  a  banking  point  of  view  calls  for  special  remark 
during  the  summer.  .  In  the  middle  of  September 


the  news  came  firom  Am^ca  of  the  stoppage  of  the 
Ohio  Life  and  Trust  Company,  which  had  always 
been  held  in  good  estimation,  and  had  paid  a  good 
dividend  a  few  days  before  it  closed  its  doors.   Its 
business  appears  to  have  been  to  make  advances 
on  the  shares  of  public  companies,  somewhat  si- 
milar to  the  CrSdit  Mobilier  of  Paris.    In  the  be- 
ginning  of  October,  the  Bank  raised  its  discount 
from  5  J  to  6  per  cent*,  and  on  the  10th  to  7  per 
cent.    The  news  then  came  of  further  failures  in 
America,  and  discount  rose  rapidly  in  all  the  con- 
tinental markets,  at  Hamburgh  to  9  per  cent    On 
the  17th,  the  Bank  raised  its  discount  to  8  per 
cent.    By  this  time  the  panic  had  fisdrly  begun. 
In  the  week  ending  October  31,  the  news  came 
that  all  the  banks  of  New  York  had  suspended 
cash  payments  in  a  body,  and  the  Borough  Bank 
of  Liverpool,  and  a  great  many  other  houses  con- 
nected with  the  American  trade.    On  Thursday, 
November  5,  the  Bank  raised  its  discount  to  9,  and 
on  the  following  Monday  to  10  per  cent.,  but  mat- 
ters only  became  worse  and  worse.    On  the  9th 
November  the  Western  Bank  of  Scotland  stopped 
payment.     The  panic  spread  to  London;  San- 
derson &  Co.,  the  bill  brokers,  stopped,  with  liabi- 
lities exceeding  £3,000,000,  and  a  run  was  begin- 
ning on  the  joint  stock  banks.    They  nearly  all 
stopped  discounting.    On  Wednesday,  November 
11,  the  bullion  in  both  departments  of  the  Bank 
was  reduced  to  £7,170,508,  and  the  reserve  of  notes 
to  £957,710.    To  shew  how  greatly  more  severe 
the  strain  upon  the  resources  of  the  Bank  was  in 
1857  than  in  1847,  we  may  observe  that  when  the 
government  letter  in  the  latter  year  was  issued, 
the  reserve  of  notes  was  stQl  £2,155,000.    On 
Thursday,  November  12,  the  Bank  and  all  its 
branches  commenced  business  with  resources  only 
amounting  to  £957,710,  being  considerably  less 
than  the  amount  it  had  in  cash  when  it  stopped 
payment  in  1797,  and  lower  than  it  was  even  re- 
duced to  in  1825.    At  the  close  of  the  day,  the 
whole  reserve  of  the  Bank  and  all  its  branches  in 
notes  and  coin  was  £581,000,  being  £131,000  in 
notes,  £358,000  in  gold,  and  £92,000  in  sUver 
coin ;  of  which  £384,000  was  in  London.    There 
could  be  but  one  result.    Immediate  and  universal 
failure.    On  this  day,  the  government  sent  a  letter 
to  the  directors  of  the  Bank,  recommending[them, 
if  necessary,  to  disregard  the  provisions  of  the  Act 
of  1844,  and  to  make  advances  to  any  amount 
they  deemed  necessary,  upon  approved  security, 
but  at  a  rate  of  discount  not  less  than  10  per  cent. 
The  directors  inmiediately  acted  upon  this  recom« 
mendation,  and  the  panic  was  immediately  al- 
layed 1    Exactly  as  had  happened  on  several  pre- 
vious occasions,  and  as  the  Bullion  Report  had 
declared  ought  to  be  done.    Nor  are  we  saying 
anything  too  strong,  when  we  say  that  universal 
failure  would  have  ensued  if  the  Act  had  not  been 
suspended,  for  Lord  Overstone  himself,  the  chief 
supporter  of  the  Act  of  1844,  said  in  the  House  of 
Lords  that  if  it  had  been  maintained  twenty-four 
hours  longer  the  whole  of  the  joint  stock  banks  of 
London  would  have  been  swept  away. 

253.  The  issues  made  by  the  Bank  in  con- 
sequence of  this  letter  also  proved  how  much 
more  severe  this  crisis  was  than  the  preceding 
one.  In  1847  the  issues  after  the  receipt  of  the 
letter  only  amounted  to  £400,000,  and  no  in- 
fringement of  the  Act  took  place ;  in  1857  ^e 
issues  in  consequence  of  the  letter  exceeded  the 
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amoant  aathorized  by  the  Act  by  £2,000,000 ; 
and  Immediately  on  the  meeting  of  Parliament, 
an  Indemnity  Act  was  passed  to  protect  the 
directors  from  the  penalties  of  the  Bank  Act  of 
lS44w  That  Act  was  sospended  nntil  the  Ist  of 
Febroary,  bnt  it  was  provided,  that  if  the  direc- 
tors reduced  their  discount  below  10  per  cent,  it 
should  immediately  revive  again,  and  the  notes 
most  be  rednced  to  their  legal  limits.  The  seve- 
rity of  the  crisis  immediately  turned  the  ex- 
chaives  in  favor  of  the  country,  and  gold  began 
rapidly  to  flow  in ;  and  on  Thursday,  December 
*JI4,  the  Bank  reduced  its  discount  to  8  per  cent., 
thereby  immediately  reviving  the  operation  of 
the  Act  of  1844. 

254.  In  1858  the  inevitable  consequences  fol- 
k>wed  from  the  great  crash  of  1857.  The  enormous 
mass  of  false  trading  being  cleared  away,  money 
natnraUy  flowed  into  the  Bank,  and  the  quantity 
of  bullion  gradually  and  steadily  increased  up  to 
the  end  of  the  year.  We  may  give  the  follow- 
ing figures  which  shew  distinctly  the  connection 
between  the  bullion  and  the  rate  of  discount — 
they  exhibit  all  the  changes  in  the  rate  which 
took  place  during  the  last  year. 


1858. 
Jan.   7 

n     U 

„    28 
Feb.   4 

^    ^^ 
Dec  8 


Coin  and  Bullion. 
.  £12,643,198 
.  18,357,107 
•  15,398,724 
.  15,793,696 
.  16,574,647 
18,921,171 


Discount. 
.  6 
.  6 
.  4 
•  3^ 
.  8 
2i 


For  a  very  considerable  period  before  the  Bank 
made  this  last  change,  the  genend  market  rato 
bad  been  2|,  while  the  Bank  kept  their  rate 
obstinately  fixed  at  3  per  cent.,  no  one  could  tell 
why.  At  last,  however,  having  maintained  this 
extraordinary  policy  for  about  ten  weeks,  they 
were  obliged  to  comply  with  the  laws  of  nature, 
and  lower  their  rate  to  2i  per  cent.  The  figures 
m  the  aboTe  table  contrast  most  favourably  with 
those  which  appear  in  1847,  for  while  we  find 
that  in  1847  the  bullion  had  fallen  to  <£9,867,000 
before  discount  was  raised  to  5  per  cent,  in  1858, 
that  rate  of  discount  was  maintained  at  that  rate 
until  the  bullion  exceeded  £15,000,000— -a  great 
advance  in  sound  principle.  This  year  passed 
away  in  great  tranquillity,  persons  not  yet  having 
forgotten  the  lesson  of  1857.  But  we  cannot 
doubt,  judging  by  all  former  experience,  that  an 
uneasy  spirit  will  soon  be  abroad  again ;  we  cannot 
doubt  that  the  brood  of  speculators  are  now 
anxiously  casting  about  to  see  if  they  can  plant  the 
seeds  of  the  next  crisis,  and  it  is  the  duty  of  those 
who  are  now  at  the  head  of  monetary  affairs  to 
be  on  the  watch  to  counteract  all  such  attempts  as 
they  can  detect ;  and  in  the  meantime  the  most 
interesting  question  at  the  present  time,  in  a  bank- 
ing point  of  view,  is — What  is  to  be  the  next 
mama? 

On  the  Rise  and  Progress  of  Joint  Stock 
Banking  in  England. 

255.  It  is  very  commonly  supposed  that 
Jomt  Stock  Banks  were  not  permitt^  by  law  in 
England  before  1826,  nw  in  the  metropolis  till 
1833,  but  the  inreoeding  narrative  shews  that  this 
idea  is  incorrect.  By  the  conmion  law,  joint 
Btock  companies  of  all  sorts,  including  of  course 
^>M»ks,  are  perfectly  legal,  and  consequently,  if 
we  wish  to  have  a  correct  idea  of  the  matter,  we 
Bast  observe   this,   and  then   ascertain  what 


changes  and  modifications  were  made  in  the  com- 
mon law  by  successive  Acts  of  Parliament. 

256.  Although  the  first  joint  stock  mania  in 
England  took  place  in  1694,  no  one  at  that  time 
thought  of  getting  up  a  joint  stock  bank,  in  fact, 
joint  stock  bank  shares  are  the  very  last  things 
any  one  would  think  of  getting  up  as  a  mere 
speculation.  When  the  Bank  of  England  was 
founded,  it  received  no  monopoly  in  its  favor, 
and  it  was  only  in  1697,  after  the  disastrous 
failure  of  the  Land  Bank  Scheme,  and  the  ruin 
of  public  credit,  ^at  the  Bank  was  enabled  to 
obtain  a  monopoly.  But  even  that  did  not 
affect  the  common  law  right  to  establish  such 
institutions,  it  only  said  that  no  rival  bank 
should  be  erected  or  countenanced  by  Parlia- 
ment.    None,  however,  were  formed;    but,  in 

1708,  another  company  began  doing  banking 
business  by  issuing  notes.    The  Bank  then,  in 

1709,  obtained  the  clause  in  the  Act  of  that  year 
prohibiting  any  company  of  persons  exceeding 
six  in  number,  from  ^^  borrowing,  owing,  or  tak- 
ing up  money  on  their  bills,  or  notes  payable 
to  bearer  on  demand,"  which  we  have  shewn  was 
the  well  understood  meaning  of  the  word  **  bank- 
ing" at  that  time.  This  clause  was  effectual  up  to 
1742,  when  in  the  Act  of  that  year,  it  was  re- 
enacted  in  much  more  Ml  and  explicit  terms. 
Bnt  still  the  restriction  was  confined  to  borrow- 
ing, or  OWING,  money  on  their  bills,  or  notes. 
Consequently  the  new  method  subsequently  in- 
troduced of  creating  liabilities  by  means  of 
entries  and  cheques,  which  was  borrowed  from 
the  Dutch  by  our  bankers,  was  not  affected  by 
the  restrictive  words  of  the  Act.  As  soon,  there- 
fore, as  the  London  bankers  discontinued  their 
issues  of  notes,  and  adopted  entries  and  cheques, 
there  was  no  law  whatever  to  prevent  joint  stock 
banks  being  formed,  and  carried  on  by  that 
method.  This,  however,  completely  escaped  ob- 
servation, and  we  can  have  very  little  doubt  that 
if  this  flaw  in  the  monopoly  had  been  discovered, 
and  an  attempt  made  to  take  advantage  of  it, 
Parliament  would  immediately  have  put  it  down, 
as  there  can  be  no  possible  doubt,  but  that  it  was 
tiieir  manifest  intention  to  create  a  complete  and 
effectual  monopoly  on  behalf  of  the  Bank,  and 
protect  it  from  any  rival  banks  of  any  sort 
whatever.  The  effects  of  this  monopoly,  how- 
ever, were  most  disastrous.  Bank  of  England 
notes  had  no  circulation  beyond  London,  and  it 
would  not  establish  any  branches  in  the  country. 
No  other  powerful  and  wealthy  banks  could  be 
form^  the  consequence  was,  that  when  enter- 
prise awoke  in  the  country  in  the  last  quarter  of 
the  last  century,  and  there  was  a  great  demand 
for  an  increased  currency,  all  sorts  of  petty 
tradesmen  in  all  directions,  grocers,  linendrapers, 
cheesemongers,  tailors,  &c.,  started  up,  and  turned 
"bankers,"  i.*.,  issuers  of  promissory  notes,  so 
much  so,  that  in  1793,  there  were  about  400  of 
these  country  "bankcors."  But  of  course  this 
paper  currency  was  of  the  most  rotten  descrip- 
tion,  and  on  the  occasion  of  any  great  commercial 
crisis,  they  failed  by  dozens.  In  the  great  crisis 
of  1793  no  less  than  100  stopped  payment,  and 
double  that  number  were  greatly  shaken.  In 
1810  about  a  similar  number  stopped,  a  great 
number  vol  1812,  and  in  the  three  years,  1814-15-16, 
ninety-ti^o  commissions;  in  bankruptcy  were 
issued  against  banksi,-  and,  allowing  the  usual 
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proportion  of  four  suspensions  to  one  bankruptcy, 
in  those  three   years   alone   about  360  banks 
stopped.     In  twenty-eight  years,  from  1791  to 
1818,  the  official  return  shews  that  273  com- 
missions were  issued  against  bankers,  or  we  may 
fairly    assume    that    upwards    of    1000   banks 
stopped  payment  during  that  period.     The  in- 
tolerable hardship  of  the  monopoly  of  the  Bank 
Charter  may  be  conceived,  when  the  Bank,  doing 
no  business  itself  at  such  places  as  Bristol  or 
Liverpool,  no  powerful  bank  could  be  formed  at 
these  places,  on  accoimt  of  it.    These  enormous 
failures  among  the  country  bankers,  spreading 
ruin  and  desolation  throughout  whole  districts  of 
country,  naturally  turned  public  attention  to  the 
Scotch  system  of  banking,  where,  with  the  single 
exception  of  the  Ayr  Bank,  there  had  been  no 
failure  of  a  joint  stock  bank.    Mr.  Joplin  is  the 
earliest  person  that  we  are  aware  of,  who  dis- 
covered that  the  Charter  of  the  Bank  of  England 
did  not  prevent  banking  companies  being  formed, 
which    did   not   issue  notes   (Joplin).     In    a 
pamphlet,  entitled  Supplementary  Observations  to 
the  Third  Edition  of  an  Essay  on  Bankings  SfC, 
1823,  he  says,  p.  84,  **  That  public  banks  have 
not  hitherto  existed,  more  especially  in  London 
and  Lancashire,  seems  to  have  arisen  from  the 
want  of  a  proper  knowledge  of  the  principles 
of   banking,   rather  than  from  the  Charter  of 
the   Bank    of    England,     which    I  Jind,    does 
not  prevent  public    banks  for    the    deposit    of 
capital  from    being    established    •      «      •       * 
Tnat  banks  ought  to  be  the  permanent  depositories 
of  the  capital  of  the  country,  is  an  idea  which  no 
wri^r  has  hitherto  entertained,  and  the  silent 
operations  of  the  Scotch  banks  have  eluded  ob- 
servation.    It  has,  in  fact,  always  been  hitherto 
considered,  that  the  proper  business  of  a  bank  was 
to  issue  notes  and  discount  bills  at  short  dates. 
This  is  very  strikingly  exemplified  by  the  clause 
in  the  charter  of  the  Bank  of  England,  which 
restricts  other  banks  to  six  partners."  (Mr.  Jop- 
lin then  quotes  the  clause,  and  says,)  **It  is  quite 
evident  that  the  framers  of  the  above  clause  con- 
sidered the  business  pursued  by  the  Bank  of 
England,  the  only  proper  banking.    It  appeared 
to  them  that  preventing  banks  with  more  than 
six  partners  from  issuing  bills  at  short  dates,  or 
notes  payable  on  demand,  was  altogether  con- 
ferring on  the  Bank  the  privilege  of  exclusive 
banking  as  a  public  company.     This  it  did  no 
doubt  according  to  their  defhdtion  of  the  term^  but 
it  stUl  leaves  the  most  important  part  of  banking 
open  to  the  public.  There  is  at  this  moment  no  legal 
impediment  to  the  establishment  of  joint  stock  com- 
panies for  trading  in  real  capital.    Both  the  letter 
and  the  spirit  of  the  charter  has  reference  to  the 
circulation  of  bills  and  notes  alone.     A  bank 
which  traded  only  in  capital,  would  not  in  the 
least  touch  upon  the  monopoly  of  the  Bank  of 
England,  nor  be  any  infrmgement  of  its  charter.** 
Thus  Mr.  Joplin  has,  as  far  as  we  are  aware,  the 
merit  of  perceiving  the  loophole  in  the  Act,  by 
means  of  which,  ten  years  later,  the  first  Joint 
Stock  Bank  was  established  in  London. 

257.  An  attempt  in  1823  to  gain  the  consent 
of  the  Bank  of  England  to  give  up  the  privileges 
of  their  Charter,  so  far  as  to  permit  joint  stock 
banks  to  be  formed  in  the  coxmtry,  having  failed, 
even  though  a  bribe  was  offered,  nothing  farther 
took  place  till  1826,  when  the  disasters  of  the 


preceding  year  being  very  generally  attributed  to 
the  improper  management  of  the  country  banks, 
the  ministry  were  powerfal  enough  to  compel  the 
Bank  to  give  up  its  unjustifiable  monopoly,  and 
at  length  agreed  to  permit  joint  stock  banks  to 
be  formed  beyond  sixty-five  miles  from  the  me- 
tropolis. The  Statute  1826,  c.  46,  waa  passed 
for  this  purpose.    Its  chief  provisions  are — 

I.  That  banks  of  an  unlimited  number  of  part- 
ners may  be  formed,  and  carry  on  aU  descrmtiona 
of  banking  business  by  issuing  notes  and  bills 
payable  on  demand,  or  otherwise,  provided 
that  such  corporations  or  partnerships  should  not 
have  any  house  of  business  or  establishment  as 
bankers  in  London,  or  at  any  place  within  sixty- 
five  miles  of  London ;  and  that  each  member  of 
such  corporation,  or  partnership,  should  be  liable 
for  all  its  debts  of  every  description,  contracted 
while  he  was  a  partner,  or  which  fell  due  after 
he  became  a  partner. 

II.  No  such  banking  company  was  to  issue  or 
re-issue,  either  directly  or  indirectly,  within  the 
prescribed  distance,  any  bill  or  note  payable  to 
bearer  on  demand,  or  any  bank  post  bill,  nor 
draw  upon  its  London  agents  any  biU  of  exchange 
payable  on  demand,  or  for  any  less  sum  than  £50, 
but  they  might  draw  any  bill  for  any  sum  of  £50 
or  upwards,  payable  in  London  or  elsewhere,  at 
any  period  after  date,  or  after  sight. 

III.  Such  banking  companies  were  expressly 
forbidden,  by  themselves  or  their  agents,  to  bor- 
row, owe,  or  take  up  in  London,  or  at  any  place 
withm  sixty-five  miles  of  London,  any  sum  of 
money,  on  any  of  their  bills  or  notes  payable  on 
demand,  on  at  any  less  time  than  six  months 
from  the  borrowing  thereof,  but  they  might  discount 
in  London,  or  elsewhere,  any  bill,  or  bills,  of  ex- 
change, not  drawn  by,  or  upon,  themselves,  or  by, 
or  upon,  any  person  on  their  behalf. 

IV.  Before  such  a  company  began  business, 
they  were  to  make  a  return  of  the  names  and 
addi-esses  of  all  their  partners,  and  places  for  car- 
rying on  business,  and  the  names  of  two  or  more 
of  their  partners,  being  resident  in  England,  who 
were  to  be  appointed  public  officers,  and  in  whose 
names  the  company  were  to  sne  and  be  sued, 
which  return  was  to  be  verified  by  oath.  And 
they  were  required  to  make  returns  of  all  changes 
in  their  body. 

V.  That  all  proceedings  at  law  and  in  equity, 
civil  and  criminal,  should  be  taken  by  and 
against  the  public  officers  of  the  company.  All 
decrees  and  judgments  obtained  against  such 
public  officers  shonld  be  valid  against  all  and 
every  member  of  the  company ;  and  execution 
upon  a  judgment  against  the  public  officer  might 
be  issued  against  any  member  of  the  company. 
But  that  every  such  public  officer  or  person, 
against  whom  such  execution  was  issued,  should 
be  folly  indemnified  by  the  other  members  of  the 
company  ;  but  that  no  execution  should  issue 
against  any  person,  more  than  three  years  after 
he  had  ceased  to  be  a  partner. 

VI.  The  Bank  of  England  was  authorized  to 
establish  branches  at  any  place  in  England. 

Vn.  Such  banking  companies  might  issue  un- 
stamped notes  upon  giving  certain  security  to  the 
Crown,  to  make  true  returns  of  the  amount  of  theur 
issues,  and  to  pay  the  amount  of  stamp  duty  on 
them ;  and  they  were  not  obliged  to  take  out  more 
than  four  licences  for  issuing  notes  in  different 
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places.  For  any  breach  of  these  provisions  in 
neglecting  to  send  returns,  the  penalty  was  £500 
per  week,  and  various  penalties  were  exacted  for 
fidse  returns.  And  every  breach  of  the  provi- 
sions relating  to  their  banking  business  subjected 
the  company  to  a  penalty  of  £50. 

VUI.  The  rights  and  privileges  of  the  Bank  of 
England  were  to  remain  intact  and  unaltered, 
except  so  far  as  varied  by  that  Act. 

258.  Subject  to  these  restrictions  upon  their 
business,  this  Act  made  no  provisions  regarding 
the  constitution  or  capital  of  these  companies. 
Each  one  was  allowed  to  devise  a  constitution  for 
itself  to  name  its  own  capita^  and  to  make  anv 
public  announcement  regarding  it  that  it  pleased. 
The  formation  of  joint  stock  banks  under  this 
Act  proceeded  very  slowly  at  first,  not  more  than 
four  or  five  being  formed  in  as  many  years.  In 
&ct,  such  banl^  could  only  be  successfully 
formed  by  influential  persons,  and  of  course  each 
of  these  had  idready  his  own  bank,  which 
he  would  naturally  be  unwilling  to  injure  by  the 
formation  of  so  powerful  a  rival.  The  first 
joint  stock  bank  was  formed  at  Lancaster, 
the  next  at  Bradford,  and  another  at  Norwich, 
before  any  one  was  formed  at  one  of  the  great 
manu£M^tiiring  towns.  It  was  not  till  the  pros- 
perous years  of  1833-34-35-36,  that  any  very 
remarkable  increase  took  place  in  their  numbers. 
In  these  years,  however,  they  multiplied  rapidly, 
more  especially  in  1836,  when  upwards  of  forty 
were  established  in  the  spring. 

259.  On  the  renewal  of  the  Bank  Charter  in 
1833,  it  was  determined  to  take  off  the  vexatious 
restriction  of  preventing  banking  companies 
making  their  bills  and  notes  for  less  than  jC50, 
payable  on  demand  by  their  agents  in  London. 
And  they  were  required  to  keep  weekly  accounts 
to  be  verified  on  oath,  of  the  amount  of  their  notes 
in  circulation,  and  make  a  return  to  the  Commis- 
sioners of  Stamps  of  the  average  amount  in  circu- 
lation every  quarter. 

260.  It  was  at  this  time,  as  we  have  already 
noticed,  that  the  discovery  made  in  1822  by  Mr. 
Joplin,  that  the  Bank  charter  did  not  prohibit 
joint  stock  banks  being  formed  in  London,  and 
carrying  on  their  business  on  the  method  then 
adopted  by  the  London  bankers,  attracted  atten- 
tio1^  and  on  the  case  being  submitted  to  the  law 
officers  of  the  crown  they  confirmed  this  view. 
The  flank  of  the  monopoly  of  the  Bank  of  Eng- 
land, as  we  may  say,  bsing  turned  in  this  extra- 
ordinary and  unexpected  manner,  excited  much 
consternation  and  alarm  in  that  body,  and  they 
requested  to  have  this  omission  rectified,  but 
Lord  Aithorp  decidedly  refused  anything  of  the 
wrt,  and  told  them  that  the  bargain  was  that 
their  privileges  should  remain  as  they  were,  and 
he  would  not  consent  to  any  extension  of  them. 
To  remove  all  possible  doubts  on  the  subject,  a 
declaratory  clause  was  inserted  in  the  Bank 
Charter  Act,  expressly  permitting  Joint  Stock 
Banks  to  be  formed,  provided  that  they  did  not 
borrow,  owe,  or  take  up  in  England  any  sum  or 
sums  of  money  on  their  bills  or  notes  payable  on 
demand,  or  at  any  less  time  than  six  months 
from  the  borrowing  thereof.  This  declaratory 
clause  was  not  long  in  being  acted  upon;  and 
soon  after  the  Act  was  passed,  measures  were 
taken  to  constitute  a  joint  stock  bank  in  London. 
This  was  the  London  and  Westminster  Bank, 


which  has  since  been  managed  with  such  dis- 
tinguished success. 

261.  The  enormous  difficulties  which  must 
have  attended  the  successful  organization  of  this 
great  establishment  may  be  conceived,  when  we 
remember  that  it  was  not  formed  under  the  Joint 
Stock  Banking  Act  at  all,  which  had  no  force 
within  sixty-five  miles  of  London,  but  that  it 
was  nothing  but  an  ordinary  partnership  at  com* 
mon  law.  One  of  the  least  of  the  inconveniences 
of  this  was  that  it  could  not  maintain  an  action 
at  law  for  the  most  trivial  debt,  without  enume- 
rating all  and  each  of  the  partners,  and  the 
slightest  mistake  in  the  spelling  of  a  single  name 
would  at  that  time  have  vitiated  any  proceeding. 
This  bank  was  the  largest  common  law  partner- 
ship which  has  existed  in  England ;  and  ail  the 
London  joint  stock  banks  which  were  formed 
before  the  Act,  Statute  1844,  c.  113,  are  nothing 
but  common  law  partnerships.  The  excessive 
inconvenience  attending  this  state  of  things,  led 
to  a  bill  being  brought  into  Parliament  to  enable 
the  London  and  Westminster  Bank  to  sue,  and 
be  sued,  in  the  name  of  its  chairman.  This  was 
warmly  opposed  by  the  Bank  of  England,  and 
by  Lord  Aithorp.  Nothing  could  be  more  paltry 
than  the  reasons  alleged  by  him  in  opposition  to 
it,  but  he  was  beaten  by  a  majority  of  141  to  35. 
The  government,  however,  had  influence  enough 
to  have  the  bill  thrown  out  in  the  Lords.  The 
Bank  being  thus  defeated,  adopted  the  plan  of 
making  all  contracts  through  the  medium  of 
trustees,  and  all  the  London  joint  stock  banks 
had  to  adopt  this  plan,  till  the  Joint  Stock 
Banking  Act  of  1844.  The  other  banks  formed 
on  a  similar  plan  to  the  London  and  West- 
minster, are  the  London  Joint  Stock  Bank, 
founded  in  1836;  the  Union  Bank  in  1839;  the 
London  and  County  Bank  in  1839 ;  and  the  Com- 
mercial Bank  in  1840. 

262.  When  the  impediments  to  the  formation 
of  joint  stock  banks  beyond  sixty-five  miles 
from  London  were  removed  in  1826,  they  were 
left  perfectly  free  as  to  the  provisions  of  their 
deeds  of  constitution,  their  nominal  and  their 
paid-up  capital,  and  all  the  details  of  manage- 
ment, nor  were  they  obliged  to  publish  any 
accounts.  The  public  consequently  were  per- 
fectly in  the  dark  as  to  the  magnitude  and  posi- 
tion of  the  bank,  because  they  might  advertise 
that  their  nominal  capital  was  £1,000,000,  di- 
vided into  any  number  of  shares.  But  no  one 
had  any  means  of  knowing  how  many  of  the 
shares  were  taken  and  paid  upon.  Consequently, 
although  the  capital  of  the  bank  might  be  adver- 
tised in  the  papers  as  £1,000,000,  no  one  could 
tell  whether  it  had  bona^fide  £500  paid  up. 

263.  The  first  few  joint  stock  banks  having 
been  apparently  successful,  naturally  turned 
speculation  into  that  channel.  Numbers  of  new 
banks  were  started  in  all  parts  of  the  country, 
and  many  private  bankers,  tearing  that  the  com- 
petition would  be  too  powerful  for  them,  united 
and  formed  themselves  into  joint  stock  banks. 
The  rapid  growth  of  these  establishments  led  to 
much  mismanagement,  and  many  disasters,  as 
might  have  been  expected,  and  Committees  of 
the  House  of  Commons  were  appointed  to  inquire 
into  the  subject  in  1836-7  and  1840-1.  These 
reports  are  noticed  in  their  proper  place.   (Rs* 
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^64.  The  great  abnses  which  were  revealed 
in  the  course  of  these  inquiries  determined  Sir 
Robert  Peel,  who  was  supposed  to  be  the  minis- 
ter who  par  excellence  understood  banking,  to 
bring  in  a  bill  to  regulate  the  future  constitution 
of  these  establishments.  An  Act  containing  many 
elaborate  provisions  for  this  purpose  was  accord- 
ingly passed,  Statute  1844,  c.  113.  Fully  admit- 
ting the  enormous  evUs  which  this  Act  was  in- 
tended to  remedy,  we  will  only  say  that  a  more 
unfortunate  specimen  of  legislation,  or  one  more 
entirely  unsuitable  to  l^e  nature  of  the  business 
it  related  to,  has  not  emanated  from  Parliament 
in  recent  times ;  and  being  found  to  be  an  un- 
mitigated nuisance,  without  any  counterbalancing 
advantages,  it  was  wholly  repealed  in  1857. 

265.  When,  in  the  course  of  less  than  thirty- 
five  years,  men  had  seen  the  whole  of  England 
^aken,  from  end  to  end,  bv  those  tremendous 
banking  catastrophes,  which  seemed  to  be  of 
periodical  recurrence,  they  turned  to  the  example 
of  a  country,  where,  though  there  had  been  com- 
mercial difficulties,  there  never  had  been  any 
banking  disasters  at  all  comparable  to  those  of 
England.  Many  private  bankers,  it  is  true,  had 
failed,  but  except  the  Ayr  bank,  up  to  1826,  no 
joint  stock  bank  in  Scotland  had  failed.  A  very 
strong  and  general  demand  therefore  arose  for  the 
Scotch  system,  many  men  thinking  that  because 
the  Scotch  banks  were  joint  stock  banks,  that  there- 
fore joint  stock  banking  was  all  that  was  requisite 
to  attain  security.  When  therefore  the  monopoly 
of  the  Bank  was  to  a  certain  extent  broken  up 
in  1826,  they  expected  to  enjoy  similar  prosperity 
and  safety  to  what  Scotland  had  done,  and  when 
after  an  experience  of  fourteen  years,  they  found 
tibat  the  joint  banks  were  scarcely  more  secure, 
and  equally  ill  managed  as  the  private  banks,  great 
and  bitter  disappointment  ensued,  and  joint  stock 
banking  became  a  bye  word  of  reproach. 

266.  But  in  truth  the  causes  of  this  are  very 
evident.  In  Scotland  the  growth  of  banking  had 
been  extremely  gradual.  The  first  joint  stock 
bank  was  found^  in  1695,  the  second  in  1727, 
the  next  in  1747,  and  except  a  few  country  ones, 
no  new  one  of  any  magnitude  was  founded  till 
1810  TBankino  in  Scotland).  The  consequence 
was  that  they  gradually  expanded  with  the  in- 
creasing wealth  of  the  country.  They  grew  with 
its  growth.  Moreover,  they  correspondingly  in- 
creased their  capital.  They  acquined  great  ex- 
perience, after  committing  many  errors,  which 
brought  them  to  the  brink  of  destruction.  When 
the  country  required  additional  accommodation, 
it  was  done  chiefly  by  throwing  out  branches  from 
the  parent  establishments  in  the  metropolis,  so  that 
they  had  all  the  experience  and  effective  controul 
of  the  superior  officers.  At  present,  there  are  but 
fourteen  distinct  establishments  in  the  country,  but 
these  have  about  600  branches,  extending  into 
every  village  in  the  kingdom,  so  that  banking  ac- 
commodation is  ample  and  abundant.  But  these 
are  all  independent  institutions,  depending  upon 
their  own  wealth  and  resources,  and  except  per- 
haps in  the  case  of  a  sudden  run  upon  one  of  them, 
never  seeking  assistance  from  each  other.  To 
suppose  that  the  English  system  of  joint  stock 
banking  bore  any  similarity  to  this  would  be  a 
most  egregious  fallacy,  and  it  was  this  difference 
chiefly  which  led  to  those  disastrous  consequences 
which  so  completely  falsified  the  expectations 


which  were  formed  on  the  introduction  of  joint 
stock  banking  into  this  country. 

267.  There  are  in  truth  laws  of  nature  in  the 
industrial  world,  as  well  as  in  the  moral  and 
physical  world;  and  a  systematic  attempt  to 
violate  these  terminates  in  disaster,  as  surely  and 
as  certainly  as  a  systematic  disregard  of  the  laws 
of  nature  in  the  physical  world.  It  may  be  a 
long  time  before  the  mischief  is  developed,  nay, 
for  a  considerable  time,  the  results  may  appear 
to  be  beneficial,  but  in  the  long  run  the  multy 
principle  is  sure  to  produce  its  fruits. 

Now  the  great  law  of  nature  in  the  industrial 
world  is  Fesb  Thadb.  There  is  nothing  more 
certain  in  all  the  range  of  science,  thim  that 
exclusive  privileges  in  commerce  are  great  viola- 
tions of  natural  right.  Trading  monopolies  are 
moral  crimes.  When  Parliament  sold  to  the 
Bank  of  England  the  exclusive  monopoly  of 
Banking,  it  sold  what  it  had  no  bight  to 
SBLL.  It  had  no  more  right  to  sell  to  one  body 
of  persons  the  right  of  carrying  on  the  business 
of  banking  than  it  had  to  sell  a  monopoly  of  the 
business  of  bookselling,  or  leather  dressing,  or 
any  other  trade  whatever.  This  monopoly  was 
as  unjust  and  as  pernicious  as  any  of  those  which 
the  Commons  of  Elizabeth  and  James  I.  had  re- 
belled against.  For  a  considerable  period  every- 
thing seemed  to  go  well.  The  Bank  of  England 
rendered  unquestionable  services  to  the  State — 
so  might  any  other  trading  corporation  in  its  line 
— and  any  other  corporation  might  have  done  the 
same,  if  they  had  been  permitted.  But  never- 
theless the  principle  of  the  monopoly  was  utterly 
vicious ;  and  Time,  the  avenger,  brought  retribu- 
tion at  last.  Injustice  slumbers  long,  but  it  is 
sure  to  have  its  revenge  at  last.  When  in  the 
natural  course  of  events  the  commerce  and  wealth, 
and  increasing  spirit  of  enterprise,  demanded  an 
increased  currency,  and,  save  for  this  monopoly, 
powerful  and  wealthy  companies  would  have 
been  formed  in  the  metropolis  with  ramifications 
all  over  the  country,  these  unjustifiable  privileges 
of  the  Bank  prevented  them.  The  Bank  would 
neither  supply  this  currency  itself,  nor  permit 
any  other  powerful  company  to  do  so.  The  con- 
sequence was  that  the  duty  of  supplying  the 
necessary  currency  fell  into  the  hands  of  any 
grocer,  or  tailor,  or  cheesemonger  who  chose  to 
call  himself  a  banker.  Their  power  was  un- 
limited. Then  came  1793;  then  1797;  then  the 
long  series  of  disasters  from  1810  to  1816 ;  and 
then  1825. 

268.  When  these  terrible  lessons  effected  a 
breach  in  the  monopoly  of  the  Bank  it  was  only 
a  partial  one,  a  large  portion  still  remained  and 
exercised  its  deadly  influence.  When  the  new 
joint  stock  banks  were  formed  they  were  merely 
local  banks,  all  as  dependent  on  the  Bank  of 
England  as  the  private  banks  had  been.  The 
Bank  maintained  its  exclusive  privileges  within 
sixty-five  miles  of  the  metropolis.  And  this  was 
the  inherent  vice  of  the  English  system  of  joint 
stock  banking.  Instead  of  being  independent 
banks,  strong  in  their  own  resources,  and  able  of 
their  own  strength  to  withstand  a  shock,  they 
were  carried  on  upon  the  most  dangerous  prin- 
ciple of  rediscounting  the  bills  they  bou^t,  as 
indeed  they  could  not  help  doing;  thus  their 
very  existence  depended  upon  the  Bank  of  Eng- 
land and  the  London  bill  brokers. 
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269.  To  suppose  that  this  in  any  way  resem- 
bled the  Scotch  system  would  be  a  gross  fallacy  ; 
the  English  banks  were  forbidden  to  have  esta- 
blishments in  the  metropolis,  which  of  all  others 
is  the  best  feature  in  the  Scotch  system.  We 
have  already  pointed  out,  that  capital  has  a  ten- 
dency to  accumulate  in  certain  districts  of  the 
country,  where .  there  is  no  sufficient  demand  for 
it,  and  in  others  there  is  a  greater  demand  for  it 
than  the  district  supplies.  Now,  in  the  English 
system,  the  bankers  in  the  former  part  of  the 
country  remit  money  to  London  to  be  held  in 
deposit  for  them,  and  in  the  latter  the  bankers 
remit  their  bills  to  be  rediscounted,  and  have  the 
money  remitted.  Kow  this  legitimate  operation, 
which  is  all  done  by  one  establishment  in  Scot- 
land, requires  three  distinct  and  independent 
estabiishnients  to  do  it  in  England,  and  has  given 
rise  to  that  system  of  rediscounting  which  is  so 
perilous  and  so  objectionable.  But  it  is  the  natural 
result  of  ike  monopoly  of  the  Bank,  Because  if  it 
bad  sol  been  for  that,  these  three  establishments 
would  aU  have  been  under  one  eontronl  and 
management ;  under  the  present  system  they  are 
three  different  and  frequently  conflicting  interests. 

270.  And  this  great  violation  of  natural  justice 
manifested  its  evil  consequences  in  many  other 
striking  ways.  No  man  of  common  sense  now 
disputes  the  great  principles  laid  down  by  the 
Irish  Committee  of  1804,  the  Bullion  Report  of 
1810,  and  the  authors  of  the  Act  of  1819,  that  the 
paper  currency  must  be  governed  by  the  ex- 
changes. But  long  after  the  directors  of  the  Bank 
of  England  had  learnt  this  principle,  and  professed 
to  govern  her  issues  by  the  exchanges,  they  com- 
plained loudly  and  justly  that  their  efforts  to  con- 
tract their  own  issues  in  an  adverse  exchange 
were  counteracted  by  the  issues  of  the  country 
banks,  and  that  as  sood  as  they  withdrew  their 
paper,  the  vacuum  was  immediately  filled  up  by 
country  issues.  The  reason  is  very  manifest. 
The  Bank  of  England  being  situated  at  the  heart 
of  the  exchanges,  felt  the  danger,  and  saw  the 
necessity  of  contracting  her  issues ;  the  country 
banks  being  situated  at  a  distance,  knew  and 
cared  nothing  about  the  exchanges;  nay,  they 
continually  professed  that  their  issues  had  nothing 
to  do  with  the  exchanges,  and  naturally,  whenever 
they  saw  an  opening,  issued  their  paper. 

271.  Now,  if  it  had  not  been  for  this  iniquitous 
monopoly  of  the  Bank,  what  would  probably 
have  been  the  condition  of  English  Banking  at 
the  present  day  f  There  would  have  probably 
been  thirty  or  forty  great  banks  in  the  metropolis, 
each  as  great  as  the  present  Bank  of  England, 
with  ramificatimis  and  branches  all  over  the 
country.  It  would,  in  fact,  have  been  the  Scotch 
system  on  a  much  larger  scale— one  commensu- 
rate with  the  greater  magnitude  of  the  country. 
It  would  have  been  one  great  monetary  nervous 
system.  If  this  had  been  the  case,  they  would 
have  been  acted  npon  immediately  by  the  ex- 
changes. London  being  the  centre  of  the  ex- 
changiM,  any  drain  of  gold  would  have  caused 
immediate  measures  of  counteraction,  which  would 
have  been  propagated  and  enforced  by  the 
parent  establishment  all  over  the  country.  The 
tremor  of  the  exchanges  would  have  been  in- 
stantly felt  in  every  village  in  the  kingdom. 
Thus,  under  a  natural  system,-  any  effect  in 
London,  would  have  vibrated  through  all  Eng- 
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land,  and  no  country  banks  could  possibly  have 
acted  in  opposition  to  the  ones  in  London.  And 
this  is  the  result  to  which  the  banking  system  of 
this  country  is  slowly  gravitating,  and  which  it 
will  ultimately  assume.  There  is  already  one 
great  bank  which  has  its  head  office  in  London, 
though  it  does  no  business  there,  with  consider- 
ably upwards  of  one  hundred  branches  in  the 
country.  And  a  few  other  London  banks  have 
now  branches  in  the  provinces.  And  if  this, 
which  is  the  natural  system,  had  been  allowed  to 
grow  up  from  the  beginning,  we  believe  that 
these  terrible  banking  catastrophes  never  would 
have  occurred.  If  any  crisis  had  occurred,  they 
would  have  stood  by  and  supported  one  anotii^, 
but  when  any  shock  did  occur  under  the  unfor- 
tunate fljstem,  which  has  prevailed,  the  country 
banks  have  all  depended  on  the  Bank  of  England 
for  their  very  existence. 

272.  We  have  ahready  said  that  Sur  Robert 
Peers  Joint  Stock  Banking  Act,  Statute  1844, 
c.  113,  was  found  to  be  wholly  unsuitable  for 
the  purposes  it  was  intended,  and  totally  re- 
pealed. This  was  done  by  the  Act,  Statute  1857, 
c.  49.  The  principal  provisions  of  this  Act  are 
are  as  follow : — 

I.  Every  company  formed  under  the  Acts, 
Statute  1844,  c.  113,  or  the  Statute  1845,  c.  75, 
were  to  register  themselves  before  the  1st 
January,  1858,  under  the  said  Act,  under  severe 
penalties. 

II.  Any  banking  company,  consisting  of  seven 
or  more  persons,  having  a  capital  of  a  fixed 
amount,  divided  into  uiares  also  of  a  fixed 
amount,  and  legally  carrying  on  the  business  of 
banking  before  the  passing  of  the  Act,  may  re- 
gister itseLT  imder  this  Act,  and  then  all  provi- 
sions of  any  Act,  letters  patent,  or  deed  of  settle- 
ment, constituting  or  regulating  the  company, 
as  are  inconsistent  with  the  Joint  Stock  Ck>mpa- 
nies*  Acts,  1856, 1857,  or  with  the  said  Act,  are 
thereby  repealed  in  regard  to  that  company. 

III.  The  above  Banking  Acts  were  then  re- 
pealed as  to  any  future  companies,  and  as  to 
existing  companies,  as  soon  as  they  were  registered 
under  this  Act. 

IV.  Seven,  or  more,  persons  might  register 
themselves  as  a  company,  other  than  a  limited 
company,  under  this  Act,  provided  the  shares  into 
which  the  capital  of  the  company  is  divided,  are 
not  less  than  £100  each. 

y.  The  number  of  partners  permitted  in  a  pri- 
vate bank  is  extended  to  ten. 

273.  The  question  of  admitting  the  principle 
of  limited  liability  into  commercial  partnerships 
in  this  country,  has  long  been  debated  with  much 
acrimony.  The  old  theory  of  the  law  was  ex- 
pressed by  Lord  Eldon,  who  said  that  a  man  who 
entered  into  a  commercial  partnership,  rendered 
himself  liable  **  to  his  last  shilling  and  his  last 
acre"  for  the  debts  of  the  company.  And  this  no 
doubt  was  true,  as  far  as  regards  ordinary  private 
partnerships.  But  many  great  companies  had  been 
formed  and  incorporated,  in  which  the  privilege 
of  limited  liability  was  specially  conferred  upon 
them.  A  principle  may  be  good  when  applied  to 
ordinary  traders,  who  are  supposed  all  to  take  an 
active  part  in  the  business,  and  to  be  each  and  all 
parties  to  every  transaction.  But  in  the  case  of 
great  companies  it  is  rather  different.    In  them 

I  the  great-majority  of  the  partners  are  specially  de- 
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barred  from  all  knowlege  of  the  real  nature  of  the 
transactions,  which  are  expressly  left  in  the  hands 
of  a  small  committee.  Now,  as  there  are  many 
great  objects  in  commerce  which  can  only  be  car- 
ried out  by  means  of  a  great  company,  and  it  was 
obviously  desirable  that  they  should  be  carried 
out,  it  has  long  been  the  practice  in  granting  Acts 
to  these  companies,  to  limit  the  liability  of  the 
shareholders.  This  was  done  in  the  case  of  the 
Bank  of  England  itself;  in  railway  and  other 
companies,  and  also,  almost  universally,  in  the 
charters  granted  to  Colonial  banks.  But  for  a 
very  long  time  the  application  of  this  principle  to 
private  partnerships  in  England  was  vehemently 
resisted.  However,  this  resistance  was  overcome 
in  1855,  and  in  that  year  an  Act  was  passed, 
Statute  1855,  c.  133,  to  permit  the  formation  of 
joint  stock  companies  with  limited  liability. 
However,  although  the  principle  was  conceded  as 
to  other  companies,  joint  stock  banks  were  still 
most  jealously  excluded,  on  account  of  some  unin- 
telligible distinction  between  their  trading  and 
other  trading.  In  the  Joint  Stock  Banking  Act 
of  1857,  this  exclusion  was  still  strictly  main- 
tained. But  the  terrible  example-s  of  the  failure 
of  some  joint  stock  banks  in  England  in  1857,  at 
last  compelled  the  legislature  to  yield,  and  in  1858 
an  Act  was  passed  to  extend  limited  liability  to 
banks. 

The  chief  provisions  of  this  Act,  Statute  1858, 
c.  91  :— 

I.  So  much  of  the  last-mentioned  Statute  of 
1857  as  prevented  banks  being  formed  on  the 
principle  of  limited  liability,  was  repealed. 

II.  All  banks  which  issue  promissory  notes  are 
subject  to  unlimited  liability  as  far  as  regards 
their  notes,  for  which  they  are  to  be  liable,  in 
addition  to  the  sum  for  which  they  are  liable  to 
the  general  creditors. 

lU.  Every  existing  banking  company  may  re- 
gister itself  under  this  Act,  upon  giving  thirty 
days*  notice  to  each  and  all  of  its  customers.  Any 
customer  to  whom  it  may  fail  to  send  notice,  re- 
taining his  full  rights  as  before. 

IV.  All  companies  formed,  or  registering  them- 
selves, under  this  Act  must,  on  the  1st  February 
and  1st  August  in  each  year,  post  up  in  a  conspi- 
cuous place  in  its  head  office,  and  each  branch,  a 
statement  of  its  liabilities  and  assets,  made  up  in 
a  form  prescribed  by  the  Act. 

274.  Only  one  joint  stock  bank  has  hitherto 
given  notice  of  its  intention  to  avail  itself  of  the 
provisions  of  the  Act.  A  very  wide  difference  of 
opinion  prevails  as  to  the  expediency  and  justice 
of  banking  companies  with  limited  liability. 
Whether  the  apprehensions  which  are  felt  upon 
the  subject  will  be  verified,  it  is  needless  to  in- 
quire. The  Act  Is  now  a  fail  accompli^  and  how 
it  will  work,  Time,  the  prover  of  all  things,  will 
shew.  It  is  difficult,  however,  to  understand  how 
a  principle  which  has  been  so  conspicuously  suc- 
ceissfttl  in  the  Bank  of  England,  and  three  of 
the  chai*tered  Banks  in  Scotland,  can  be  so 
extremely  pernicious  as  many  persons  all^e. 
But  it  is  better  not  to  speculate  upon  the 
subject. 

Historical  Sketch  of  the  Rise  and  Progress  of 
Banking  in  Scotland, 

275.  The  Bank  of  Scotland  is  the  first  instance 
in  the  world  of  a  private  joint  stock  bank,  formed 


by  private  persons,  for  the  express  purpose  of 
making  a  tnide  of  banking,  dependent  on  their 
ow^n  private  capital,  and  wholly  unconnect^  with 
the  State.  It  differed  in  kind  Arom  any  of  the 
other  banks  existing  at  that  time.  The  success- 
fiil  institution  of  the  Bank  of  England  led  to  a 
project  being  formed  to  establish  a  Bank  in  Scot- 
land. A  merchant  of  London,  Mr.  John  Holland, 
was  the  author  of  the  scheme,  and  he  got  eleven 
Scotch  merchants  to  join  him.  They  obtained 
an  Act  of  the  Scotch  Parliament  on  the  1 7th 
July,  1695,  authorizing  the  Crown  to  grant  them 
a  Charter  of  Incorporation.  The  principal  pro- 
visions of  this  Act  are  as  follows  C-^cts  of  the 
Parliament  of  Scotland^  Vol  IX.  p.  494  J  :— 

I.  The  jomt  stock  was  to  be  £1,200,000  Scots, 
or  £100,000  sterling,  and  authorizes  certain  per- 
sons to  receive  subscriptions  for  not  less  than 
£1,000  Scots  (£83  6s.  8d.),  nor  more  than 
£20,000  Scots  (£6,666  13s.  4d.)  for  each  person, 
with  a  deposit  of  10  per  cent. 

n.  They  were  allowed  to  lend  on  real  or 
personal  security,  at  not  more  than  6  per  cent. ; 
and  on  failure  of  payment,  to  sell  or  dispose  of 
the  security  publicly. 

lU.  They  were  allowed  to  transfer  theu* 
stock  fireely,  or  by  will. 

IV.  No  dividend  to  be  made,  but  by  consent 
of  general  meeting. 

V .  The  joint  stock  to  be  free  from  all  taxes 
affecting  money  for  21  years  from  that  date. 

YI.  It  was  declared  to  be  illegal  for  any  other 
conipany  to  set  up  banking  for  21  years. 

Vil.  Various  legal  privileges  were  granted 
for  the  more  speedy  and  effectual  recovery  of 
debts  due  to  the  Bank. 

Vin.  Prohibits  any  sum  to  be  withdrawn 
firom  the  joint  stock. 

IX.  Prohibits  the  company,  directly  or  in- 
directly, firom  using  or  employing  the  joint  stock 
of  the  Bank,  or  any  of  its  profits,  in  any  other 
trade  or  commerce,  except  the  trade  of  lending 
and  borrowing  money  upon  interest,  and  nego- 
tiating bills  of  exchange. 

X.  Prohibits  the  company  from  purchasing 
land,  or  heritages,  or  advancing  money  to  the 
Government,  upon  the  anticipation  of  any  sums 
to  be  granted  by  Parliament,  except  only  those 
particular  ones  upon  which  a  credit  of  loan  should 
be  authorized  by  Parliament,  under  the  penalty 
of  forfeiting  triple  the  amount,  of  which  one-fifth 
to  the  informer. 

XI.  All  foreigners  who  subscribed  to  the 
joint  stock,  were  ipso  facto  naturalized  to  all 
intents  and  purposes.  It  was  also  provided  that 
two-thirds  of  the  stock  must  always  belong  to 
persons  residing  in  Scotland.  The  Scotch  sub- 
scription of  £800,000  Scots  (£66,666)  was  be- 
gun in  November,  and  filled  up  at  the  end  of 
jbecember,  1695.  The  English  subscription  of 
£400,000  Scots  (£33,333)  was  taken  up  in  one 
day  in  London,  a  great  part  by  Scotchmen.  As  the 
Scotch  at  that  time  were  supposed  to  know 
nothing  about  banking,  it  was  also  provided  that 
for  a  certain  number  of  years  the  Governor  and 
twelve  Directors  should  be  English,  and  the 
Deputy-Governor  and  twelve  Durectors  should 
be  Scotch.  However,  it  was  soon  found  that 
the  Scotch  were  such  good  managers,  that  this 
arrangement  was  changed,  and  all  the  Directors 
were  Scotch,  and  thirteen  trustees  were  chosen 
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to  manage  the  English  business  and  affairs  in 
London. 

276.  No  sooner  was  the  Bank  fairly  esta- 
blished, than  in  1696,  the  African  Company 
attempted  to  set  np  the  trade  of  banking  in 
defiance  of  the  Bank*8  privilege.  This  was  the 
celebrated  Darien  Company,  which  was  organized 
by  Williiun  Faterson,  who  was  one  of  the  found- 
ers of  the  Bank  of  England.  Mr.  Holland  was 
gOTemor  of  the  Bank,  but  so  little  was  it  thought 
of,  that  it  did  not  venture  to  vindicate  its  privi- 
leges against  the  African  Company,  for  which 
there  was  a  national  phrenzy,  and  which  after- 
wards endly  so  sadly.  The  Bank  was  obliged  to 
content  itself  by  strengthening  its  position  by 
calling  up  two-tenths  of  its  capital. 

277.  The  African  company  soon,  however, 
burnt  its  fingers  with  banking,  as,  in  order  to 
rival  the  Bank,  they  advanced  their  notes  with 
great  imprudence  to  several  of  their  own  share- 
holders and  others,  and  sustained  great  losses, 
which  made  them  stop.  The  Bank  then  began  the 
business  of  exchanges,  but  finding  that  they  could 
not  compete  with  private  merchants,  gave  it  up. 
In  1696  they  opened  branches  at  Glasgow,  Aber- 
deen, Dundee,  and  Montrose ;  but  not  finding 
tiiem  to  pay,  withdrew  them.  In  May,  1698,  the 
rivalry  of  the  African  company  being  at  an  end, 
the  directors  repaid  the  two-tenths  of  capital, 
last  called  up,  as  being  more  than  necessary  for 
their  business. 

278.  The  Bank  at  first  received  no  deposits 
from  the  public ;  its  business  consisted  in  circu- 
lating its  own  notes  upon  the  credit  of  the  sub- 
scription that  was  paid  in.  These  notes  were  for 
<£100,  £50,  £20,  £10,  and  £5.  It  is  disputed 
when  they  began  to  issue  £1  notes,  for  while  a 
pamphlet,  published  in  1728  on  their  behalf,  says 
that  they  began  to  issue  them  in  January, 
1699-1700,  Mr.  Kinnear,  a  director  of  the  Bank, 
stated  to  the  Conmiittee  of  the  House  of  Com- 
mons that,  though  many  proposals  were  made  to 
them  to  circulate  **  tickets**  or  **  tokens**  of  £1, 
they  had  always  hesitated  to  adopt  so  novel  an 
experiment  till  1704.  Which  authority  is  right 
we  have  no  means  of  deciding.  In  1701  a  great 
fire  destroyed  the  Parliament  Close,  in  which  the 
bank  was,  but  the  cash  and  all  the  effects  were 
safely  removed  into  the  Castle  by  the  Earl  of 
Leven,  who  was  governor  of  both. 

279.  In  December,  1704,  soon  after,  as  it 
would  appear  by  one  account,  that  they  had 
issued  £1  notes,  a  rumour  was  spread  all  over 
the  kingdom  tiiat  the  Privy  Council  were  going 
to  raise  the  value  of  the  coin,  which  cau^  a 
run  upon  the  Bank,  and  at  last  it  was  obliged  to 
slop  payment.  A  meeting  of  the  proprietors  was 
held,  who  declared  that  aU  their  notes  should  bear 
interest  untU  they  were  paid.  The  directors  also 
requested  the  Privy  Council  to  appoint  a  Com- 
mittee to  examine  their  books.  They  reported 
that  the  Bank  was  in  the  most  sound  and 
flourishing  condition,  and  their  notes  then  passed 
without  depreciation.  The  directors  made  a  call 
of  one-tenth,  and  in  less  than  five  months  paid  off 
all  their  notes  with  interest. 

280.  By  the  Act  of  Union  between  England 
and  Scotland,  it  was  stipulated  that  the  coinage 
of  Scotland  should  be  reduced  to  uniformity  with 
that  of  England,  and  the  loss  or  deficiency  to  pri- 
vate individuals  made  good  out  of  the  equivalent 


fund.  (Art.  xv.)  Tne  Bank  assisted  this  opera- 
tion by  receiving  all  the  old  money  and  giving 
their  own  notes,  or  new  money  in  return,  re- 
ceiving a  commission  of  a  half  per  cent.  This 
was  successfully  accomplished  without  any  dis- 
turbance. 

281.  In  September,  1715,  the  rebellion  broke 
out,  which  immediately  caused  a  run  upon  the 
Bank,  the  directors  themselves  urging  it  on,  that 
the  money  might  not  fall  into  the  hands  of  the 
insurgents.  They  then  stopped,  retaining  aU  the 
money  belonging  to  the  Crown,  which  was  about 
£30,000,  which  they  lodged  in  the  Castle.  They 
then  gave  notice  that  all  their  notes  should^bear 
interest,  as  had  been  done  in  1704.  In  May, 
June,  and  July,  1716,  they  were  all  called  in  and 
paid.  In  this  year  the  monopoly  of  banking 
granted  by  their  charter  expired,  and  no  steps 
were  taken  to  renew  it. 

282.  It  appears  that  up  to  this  time  the  pro- 
fits of  the  Bank  were  enormous.  A  rival  pamph- 
let states  that  the  dividend  was  35,  40,  and  50 
per  cent.,  and  accordingly,  as  we  may  well  sup- 
pose, these  profits  attracted  rivals.  A  cry  was 
got  up  against  them,  that  they  were  too  niggardly 
in  advancing  loans,  that  they  exacted  too  high 
interest,  and  that  the  concern  was  altogether  too 
small. 

283.  In  December,  1719,  proposals  were  made 
to  them  to  unite  with  the  proprietors  of  the  equi- 
valent fund,  to  the  amount  of  £250,000,  so  as  to 
increase  the  capital  to  £350,000,  and  share  the 
annual  grant  of  £10,000  (being  four  per  cent,  on 
the  amount)  in  the  proportion  of  two-sevenths, 
and  five-sevenths.  But,  as  the  Bank  had  only 
one-tenth  paid  up,  the  proprietors  of  the  equi- 
valent fund  were  to  draw  out  of  the  Bank,  as 
might  be  agreed  upon,  nine-tenths,  or  £225,000, 
in  notes,  so  that  there  might  then  be  a  capital  of 
£35,000  to  bank  upon. 

284.  The  Bank  replied  that :— 1st,  They  had 
no  power  by  their  Act  to  amalgamate  with  the 
equivalent,  as  they  were  limited  to  £100,000 
sterling;  2ndly,  That  they  would  not  unite  at 
par  with  the  equivalent  at  four  per  cent.,  while 
their  own  stock  was  worth  at  least  ten  per  cent. ; 
3rdly,  That  the  stock  of  the  Bank  was  large 
enou^  for  the  country ;  and  if  they  wanted  it 
enlarged,  they  could  do  it  themselves  by  calls  on 
their  proprietors.  They  also  gave  other  calcula- 
tions, shewing  the  absurd  nature  of  the  pro- 
posals. 

285.  No  sooner  were  the  advances  of  the 
equivalent  proprietors  repulsed,  than  another  set 
of  persons  began  another  rough  wooing,  to  thrust 
themselves  into  a  union  with  them.  The  Edm' 
bttrfh  Society,  formed  on  a  pretended  plan  of  in- 
surmg  against  fire,  tried  to  force  a  junction  with 
them,  and  being  defeated  in  this,  they  tried 
to  get  up  a  run  upon  them.  They  got  together 
£8,400  of  their  notes,  and  spread  a  report  of  a 
run.  This,  however,  failed;  and  shortly  after 
the  Bubble  Act  passed,  by  which  the  Society 
found  that  they  were  an  illegal  company,  and 
were  obliged  to  dissolve  themselves.  The 
London  .durance  Company  then  ^proposed** 
to  them,  but  met  with  a  similar  refusal. 

286.  At  the  time  of  the  Union  a  considerable 
number  of  persons,  both  civil  and  military,  were 
creditors  of  the  State,  and  the  equivalent  sum 
stipulated  in  the  Act  of  Union  was  not  sufficient 
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to  discharge  their  claims.  In  1714,  they  ob- 
tained an  Act  of  Parliament,  constituting  their 
debts,  but  no  Farliamentaiy  provision  was  made 
to  pay  it  till  1719,  when  £10,000  was  set  apart 
for  that  purpose,  to  be  paid  annually,  in  preference 
to  all  other  claims.  The  Act  of  1719  empowered 
His  Majesty,  by  letters  patent,  to  incorporate 
the  proprietors  of  this  debt  into  a  body  politic 
and  corporate — a  Monte — with  powers  to  do  and 
perform  all  matters  appertaining  to  them  to  do, 
touching  or  couceming  the  said  capital  sum; 
and  the  yearly  fund,  payable  in  respect  thereof, 
as  His  Majesty  by  the  said  letters  patent  should 
think  fit  to  grant.  In  pursuance  of  this  Act,  the 
proprietors,  who  included  persons  in  all  ranks  ot 
the  State,  were  incorporated  in  1724 ;  and  by  the 
same  letters  patent,  the  King  agreed  and  cove- 
nanted with  the  corporation  that  he  would,  from 
time  to  time,  grant  them  such  other  powers,  pri- 
vileges, and  authorities,  as  he  lawfully  might. 

287.  This  was  the  body  of  persons  whom  we 
have  seen  attempt  to  force  themselves  upon  the 
Bank  of  Scotland.  When  they  were  repulsed  by 
that  body,  they  determined  to  apply  to  the  King 
to  grant  them  powers  of  Banking  in  Scotland,  in 
pursuance  of  his  agreement  to  grant  them  any 
powers  that  he  lawfully  might.  They  accord- 
ingly petitioned  him  to  grant  them  powers  to 
bank  in  Scotland,  limited  to  such  of  the  company 
as  should  on  or  before  Michaelmas,  1727,  subject 
their  stock  to  the  trade  of  banking.  This  peti- 
tion came  to  the  knowledge  of  the  Bank  in  1726, 
and  of  course  they  did  everything  they  could  to 
oppose  it.  A  cry  was  got  up  against  them  that 
they  were  hostile  to  the  House  of  Hanover — that 
they  charged  too  high  interest  for  their  loans— 
that  they  were  too  particular  in  the  securities 
they  required — ^that  they  would  not  lend  on  their 
own  stock,  and  other  things.  To  all  these  various 
charges,  they,  or  a  friend  for  them,  elaborately 
replied,  and  they  saCid  that  such  a  thing  as  two 
banks  in  one  country  was  never  heard  o^that  if 
Scotland  had  two  England  should  have  ten.  By 
this  time  they  had  called  up  3-lOths  of  their 
stock,  or  £30,000,  and  they  alleged  that  that 
was  sufficient  to  circulate  all  the  credit  that 
could  be  required  in  Scotland.  They  had  some 
sound  views  on  the  sulrject,  "  For  the  quota  of 
credit  in  a  banking  company  must  be  proper- 
Homed  to  the  stock  of  specie  in  the  nation^  learned 
and  understood  by  long  experience,  and  not  ex- 
tended to  a  capital  stock  subscribed  for,  which 
cannot  in  the  least  help  to  support  the  company's 
credit  if  the  specie  of  the  nation  decay.** 

268.  The  call  that  had  been  made  was  partly 
paid  up  in  the  Bank's  own  notes,  just  as  we  have 
seen  that  the  subscription  to  the  new  stock  oi  the 
Bank  of  England  was  partly  paid  in  its  own  de- 
preciated notes.  An  outcry  was  made  about 
this,  but  it  was  well  answered ;  ^'  But  the  objectors 
do  not  at  all  consider  this  point  For  the  pay- 
ments are  many  of  them  made  in  specie,  and 
bank  notes  are  justly  reckoned  the  same  as  specie 
when  paid  in  on  a  call  of  stock,  because  token  paid 
in,  it  lessens  the  demand  on  tke  Bank.^  He  also 
says,  *'  A  certain  stock  of  specie  circulating  in  the 
country  is  needful  for  currency  of  payments  in 
markets,  and  amongst  the  meaner  sort  of  people, 
bearing  a  due  proportion  to  what  is  running  on 
paper  credit  upon  the  iUth  of  the  Banking  Com- 
pany.*'   Excellent  doctrines,  in  strict  accordance 


with  the  principles  which  made  the  Parliament  of 
Scotland  reject  the  plausible  and  delusive  schemes 
of  Dr.  Chamberlen  and  John  Law,  for  issuing 
paper  based  upon  land. 

289.  Notwithstanding  the  opposition  of  the 
Bank  of  Scotland,  the  charter  with  powers  of 
banking  was  granted  to  the  Equivalent  Company 
on  the  3l8t  May,  1727.  The  king's  death  on  the 
11th  June  following  delayed  it  for  a  short  time, 
but  it  was  sealed  on  the  8th  July.  The  Com- 
pany took  the  name  of  the  Rotal  Bank,  and 
commenced  business  on  the  8th  December,  1727, 
with  a  capital  stock  of  £151,000. 

290.  Granting  that  all  the  charges  against  the 
old  bank  were  futile  and  groundless,  we  may  well 
rejoice  that  the  monopoly  of  the  Bank  of  Scotland 
was  not  permitted  to  subsist.  A  writer,  who 
professes  to  be  independent  of  either  bank, 
touched  the  right  point  in  reply  to  the  statement 
put  fbrth  on  behalf  of  the  old  bank ;  "  The  power 
of  monopolies  is,  I  believe,  an  exploded  doctrine. 
*  *  *  '  Did  ever  any  nation  make  an  exclu- 
sive bank  perpetual,  or  for  longer  than  twenty- 
one  years  ?  Or  if  such  an  instance  can  be  given, 
was  the  measure  right  ?  *  *  If  the  old  bank 
should  reply — ^We  are  in  possession,  what  have 
we  done  to  deserve  to  have  our  possession  dis- 
turbed ?  The  answer  upon  that  abstract  ques- 
tion is  plain  by  another  question — Wkat  kave  we^ 
tke  otker  subjects^  done  to  be  secluded  f  or  by  wkat 
law  are  we  secluded  from  tke  advantages  you 
enjoy  .'**  The  writer  then  says,  after  comparing 
the  rival  companies,  '*The  obvious  reflection 
which  arises  from  compaiing  these  two  is,  that 
these  candid  and  fair  dealers  have  also  dealt  pro- 
fitably for  themselves,  (as  it  is  but  reasonable 
that  they  should,)  they  have  taken  very  good 
payment  for  all  the  services  they  have  done  to 
the  nation,  and  wkat  title  tkey^  or  any  otker  set  of 
ment  kave  to  an  kereditary  and  indefeasahle  mono* 
poly  of  banking  is  kard  to  understand.  *  *  * 
As  ready  as  our  Parliament  was  at  the  Union  to 
accommodate  petitioners,  a  perpetual  monopoly  of 
bemking  was  a  thing  so  manifestly  pernicious^  that 
no  private  men  comd  kave  tke  assurance  to  aim  at 
it,  far  less  could  any  Parliament  be  so  untkinking 
as  to  grant  it.'^  On  the  south  of  the  Tweed  there 
was  round  a  Parliament  so  unthinking  as  to  grant 
a  monopoly  of  banking  to  a  single  company  for 
upwards  of  130  years,  and  the  consequences  fully 
justified  the  opinions  of  the  sagacious  Scot. 

291.  The  directors  of  the  company  were  au- 
thorized to  make  calls  upon  the  proprietors,  to 
the  amount  of  one  half  of  their  stock,  but  there 
were  no  means  given  of  enforcing  the  calls  beyond 
retaining  the  accruing  dividends  until  the  call 
was  satisfied.  They  got,  however,  great  assistance 
by  having  £20,000  deposited  with  them  by  the 
Crown.  This  was  sent  down  by  the  government, 
to  be  placed  out  at  interest,  to  assist  the  fisheries 
and  manufactm'es,  and  severid  of  the  directors  of 
the  Royal  Bank,  being  among  the  trustees  for  ma- 
naging the  fund,  vot^  that  it  should  be  placed  in 
their  own  bank.  Their  charter  also  granted  them 
unlimited  powers  of  issue.  The  ala^m  and  jea- 
lousy created  by  the  establishment  of  the  new 
bank  happily  soon  wore  off,  as  it  was  discovered 
that  so  far  from  injuring  it,  the  inevitable  conse- 
quence followed  that  enlarged  experience  in  com- 
merce would  enable  us  to  predict ;  it  increased 
the  prosperity  of  both  of  them,  so  that  the  stock 
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of  flie  Bank  of  Scotland  roee  to  400  per  cent.,  and 
that  of  the  Royal  Bank  also  veiy  high. 

292.  The  Royal  Bank  had  only  been  in  exist- 
ence two  years,  when  it  invented  a  farther  de- 
velopment of  the  system  of  banking,  which,  by 
the  nnanimons  testimony  of  all  persons  who  know 
that  country,  has  done  more  to  develope  its  re- 
sources, and  promote  its  agricultural  and  com- 
mercial prosperity,  than  any  other  cause  what- 
ever. This  is  the  system  of  cash  crediti,  or  cash 
aeeownts.  This  system  deserves  the  most  atten- 
tive consideration,  because  it  is  entirely  of  the 
nature  of  accommodationpaperj  which  has  fallen 
into  such  disrepute  in  England,  from  the  enor- 
mous abuse  of  it  that  has  taken  place.  We  shall 
not  interrupt  our  present  narrative  by  describing 
the  system  here,  but  refer  to  it  elsewhere  (Cash 
Cbbdit).  In  1731,  the  Bank  of  Scotland  tried 
again  to  establish  branches  at  Glasgow,  Aberdeen, 
and  Dundee,  but  after  a  trial  of  two  years  was 
obliged  to  discontinue  them,  and  the  plan  was  not 
tried  again  tiU  1774. 

293.  The  unlimited  power  of  issuing  '*  pro- 
mises to  pay,**  placed  in  the  hands  of  two  hostile 
parties,  must  naturally  have  led  to  great  over- 
issues, before  they  acquired  sufficient  experience. 
To  protect  themselves  from  the  consequences  of 
these  over-issues,  as  well  as  from  the  attacks  of 
each  other,  the  Bank  of  Scotland  in  1730  intro- 
duced a  clause  into  their  notes,  making  them  pay- 
able at  the  option  of  the  directors  of  the  Bank,  at 
the  end  of  six  months,  with  a  sum  equal  to  the 
legal  interest  from  the  time  of  demand  to  that 
time.  This  practice  was  adopted  by  all  the  other 
banking  companies,  for  the  manifest  advantages 
of  banking  were  so  strikingly  displayed,  that  after 
the  expiry  of  the  monopoly  of  the  Bank  of  Scot- 
land, banking  companies  started  up  in  all  direc- 
tions, and  inundated  the  country  with  notes. 
When  the  holders  of  the  notes  demanded  payment 
for  them,  the  directors  of  the  companies  threat- 
ened that  they  would  take  advantage  of  the  op- 
tional clause,  unless  the  demanders  would  content 
themselves  with  a  part  of  what  they  wanted. 
Moreover,  as  there  was  no  restraint  upon  the 
amount  of  their  notes,  many  of  the  companies 
issued  ones  for  lOs.,  58.,  and  even  lower  than  that. 
In  Perthshire  there  were  notes  for  Is.,  and  even 
for  Id.,  and  the  Perth  Banking  Company  was 
founded  partly  to  put  an  end  to  this  nuisance. 
The  inevitable  consequence  followed;  these  paper 
notes  drove  ail  the  gold  and  silver  out  of  the 
country,  and  the  exchange  with  London  fell. 
Adam  Smith  says,  **  While  the  exchange  between 
London  and  Carlisle  was  at  par,  that  between 
London  and  Dumfries  would  sometimes  be  4  per 
cent,  against  Dumfries,  though  this  town  is  not 
thirty  mUes  distant  from  Carlisle.  But  at  Carlisle 
bills  were  paid  in  gold  and  silver,  whereas  at 
Dumfries  they  were  paid  in  Scotch  bank  notes, 
and  the  uncertainty  of  getting  those  bank  notes 
exchanged  for  gold  and  silver  coin  had  thus  de- 
graded diem  4  per  cent,  below  the  value  of  that 
coin.**  And  this  was  at  a  time  when,  owing  to 
the  degraded  state  of  the  English  coin,  the  foreign 
exchanges  were  adverse  to  England,  and  the  mar- 
ket price  of  gold  was  £4  per  ounce,  so  that  the 
whole  depreciation  of  the  note  was  about  6}  per 
cent.  Thus  we  see  that  at  this  time,  when  the 
Scotch  bank  notes  were  at  a  discount,  tbej  were 
in  fact  inconnertihle^  or  onl^  payable  six  months 


after  demand,  a  circumstance  of  great  importance, 
and  one  which  must  be  especially  observed,  as 
this  was  one  of  the  instances  alluded  to  by  Sir 
Robert  Peel  in  introducing  his  bank  Act  of  1844. 

294.  The  manifest  consequence  followed.  All 
the  gold  left  the  country,  as  it  always  does  from 
excessive  paper  issues,  and  the  banks  were  all 
obliged  to  employ  agents  in  London,  constantly 
collecting  money  for  them,  at  an  expense  of  sel- 
dom less  than  one-and-a-half  to  two  per  cent. 
Adam  Smith  says,  *^  This  money  was  sent  down 
by  the  waggon,  and  insured  by  the  carriers  at  an 
additional  expense  of  three  quarters  per  cent.,  or 
15s.  on  the  £100.  Those  agents  were  not  always 
able  to  replenish  the  coffers  of  their  employers  so 
fast  as  they  were  emptied.  In  this  case  the  re- 
source of  the  banks  was  draw  upon  their  corre- 
spondents in  London  bills  of  exchange  to  the 
extent  of  the  sum  they  wanted.  Wlien  those 
correspondents  afterwards  drew  upon  them  for 
the  payment  of  this  sum,  together  with  the  in- 
terest and  commission,  some  of  those  banks,  from 
the  distress  into  which  their  excessive  circulation 
had  thrown  them,  had  sometimes  no  other  means 
of  satisfying  this  draught  but  by  drawing  a  se- 
cond set  of  bills,  either  upon  the  same  or  upon 
some  other  correspondents  in  London,  and  the 
same  sum,  or  rather  bills  for  the  same  sum,  would 
in  this  manner  make  more  than  two  or  three 
joumies,  the  debtor  bank  always  paying  the 
interest  and  commission  upon  the  whole  accumu- 
lated sum.  Even  those  Scotch  banks  which  never 
distinguished  themselves  by  their  extreme  im- 
prudence were  sometimes  obliged  to  employ  this 
ruinous  resource. 

"^  The  gold  coin  which  was  paid  out  either  by 
the  Bank  of  England  or  by  the  Scotch  banks,  in 
exchange  for  that  part  of  their  paper  which  was 
over  and  above  what  could  be  employed  in  the 
circulation  of  the  country,  being  likewise  over 
and  above  what  could  be  employed  in  that  circu- 
lation, was  sometimes  sent  abroad  in  the  shape  of 
coin,  sometimes  melted  down  and  sent  alH-oi^  in 
the  shape  of  bullion,  and  sometimes  melted  down 
and  sold  to  the  Bank  of  England,  at  the  high 
price  of  £4  an  ounce.  It  was  the  newest,  the 
heaviest,  and  the  best  pieces  only,  which  were 
carefrilly  picked  out  of  the  old  coin,  and  either 
sent  abroad  or  melted  down  at  home,  and  whUe 
they  remain  in  the  shape  of  coin,  those  heavy 
pieces  were  of  no  more  value  than  the  light,  but 
they  were  of  more  value  abroad,  or  when  melted 
down  into  bullion  at  home.**  This  passage  well 
illustrates  the  quotation  we  have  given  from 
Aristophanes  (Akistophanbs),  and  is  admirably 
illustrated  by  what  took  place  in  France  during 
the  existence  of  the  Assignats,  and  in  England 
during  the  suspension  of  cash  payments. 

295.  At  this  period  the  Scotch  banks  had  got 
themselves  into  a  very  alarming  position,  from 
tiieir  ignorance  of  the  true  principles  of  regulating 
a  paper  currency,  as  weU  as  of  the  effect  of  an 
excessive  issue  of  paper  in  depressing  the  ex- 
changes, and  causing  an  export  of  gold,  and  not 
perceiving  that,  while  in  this  state,  bringing  gold 
into  the  countiy  was  like  pouring  water  into  a 
sieve,  or  like  the  toil  of  the  I)anaides.  They  had 
been  far  too  prodigal  in  granting  cash  credits, 
and  allowing  them  to  be  converted  into  dead 
loans,  without  observing  the  rules  that  were  spe- 
cially applicable  to  them.  And  everything  seemed 


128 


BANKIKG  IN  SCOTLAND, 


BANKING  IN  SCOTLAND. 


to  show  that  matters  wonld  get  worse,  ad  the 
annihilation  of  the  last  Jacobite  rebellion  in  1746 
had  freed  the  country  for  ever  from  the  fear  of 
internal  disturbances,  and  numerous  other  com- 
panies were  forming  to  add  to  the  currency,  which 
was  already  superabundant. 

296.  United  in  a  common  danger,  the  two 
principal  banks  agreed  to  combine  their  influence, 
and  obtain  an  Act  to  remedy  this,  and  the  Statute 
1765,  c.  49,  was  passed,  suppressing  all  notes 
under  20s.,  and  prohibiting  those  to  be  issued 
with  the  optional  clause,  and  enacting  that  all 
such  notes  should  be  payable  to  the  bearer  on 
demand.  The  banks  also  curtailed  their  cash 
credits  very  extensively,  and  called  up  fresh 
capital.  Owing  to  these  combined  measures, 
silver  immediately  returned  into  circulation,  the 
value  of  the  Scotch  currency  was  restored  to  par, 
and  from  that  time  to  the  present,  although  the 
issues  of  bank  notes  were  absolutely  free  until 
1845,  the  Scotch  currency  has  nEVsa  vasied 

FBOM   PAB. 

297.  The  Bank  of  Scotland  and  the  Royal 
Bank  continued  to  be  the  only  chartered  banks 
till  1746,  when  the  British  Linen  Company  was 
incorporated,  for  the  purpose  of  carrying  on  the 
linen  manufacture,  and  banking  in  connection 
with  it.  This  company  soon  found  it  expedient 
to  discontinue  the  linen  part  of  their  business,  and 
confine  themselves  to  banking,  and  it  has  since 
become  one  of  the  most  powerful  and  wealthy  of 
the  Scotch  banks,  but  it  did  not  introduce  any 
new  feature  into  Scotch  banking. 

298.  This  is  the  first  occasion,  that  we  are 
aware  of,  on  which  that  abominable  system  of 
accommodation  paper,  which  is  the  sure  precursor 
of  mercantile  convulsion,  was  fully  manifested. 
The  Scotch  banks  seem  to  have  learnt  a  very 
wholesome  lesson,  and  contracted  their  issues 
more  within  the  bounds  of  prudence.  This  was 
a  source  of  prodigious  annoyance  to  a  vast  num- 
ber of  speculators  and  adventurers.  The  pru- 
dence which  the  banks  exercised  in  discounting, 
not  only  alarmed,  but  enraged  these  projectors  to 
the  highest  degree.  "  Their  own  distress,*'  says 
Adam  Smith,  "  of  which  this  prudent  and  neces- 
sary reserve  of  the  banks  was  no  doubt  the  imme- 
diate occasion,  they  called  the  distress  of  the 
country;  and  this  distress  of  the  country  they 
said  was  altogether  owing  to  the  ignorance,  pusil- 
lanimity, and  bad  conduct  of  the  lAnks,  which  did 
not  give  a  sufficiently  liberal  aid  to  the  spirited 
undertakings  of  those  who  exerted  themselves  in 
order  to  beautify,  improve,  and  enrich  the  country. 
It  was  the  duty  of  the  banks,  they  seemed  to  think, 
to  lend  for  so  long  a  time,  and  to  as  great  an  ex- 
tent, as  they  might  wish  to  borrow.  The  banks, 
however,  by  refusing  in  this  manner  to  give  more 
credit  to  those,  to  whom  they  had  already  given 
a  great  deid  too  much,  took  the  only  meth(^  by 
which  it  was  now  possible  either  to  save  their 
own  credit,  or  the  public  credit  of  the 
country. 

*'  In  the  midst  of  this  clamor  and  distress,  a 
new  bank  was  established  in  Scotland,  for  the  ex- 
press purpose  of  relieving  the  distress  of  the  coun- 
try. The  design  was  generous,  but  the  execution 
was  imprudent ;  and  the  nature  and  causes  of  the 
distress  which  it  meant  to  relieve,  were  not,  per- 
haps, well  understood.  This  bank  was  more 
liberal  than  any  had  ever  been,  both  in.  granting 


cash  accounts,  and  in  discounting  bUls  of  ex- 
change.   With  regard  to  the  latter,  it  seems  to 
have  made  scarce  any  distinction  between  real 
and  circulating  bills,  but  to  have  discounted  all 
equally.    It  was  the  avowed  principle  of  this  bank 
to  advance,  upon  any  reasonable  security,  the 
whole  capital  which  was  to  be  employed  in  those 
improvements  of  which  the  returns  are  the  most 
slow  and  distant,  such  as  the  improvements  of 
land.    To  promote  such  improvements  was  even 
said  to  be  the  chief  of  the  public  spirited  purposes 
for  which  it  was  instituted.    By  its  liberality  in 
granting  cash  accounts,  and  in  discounting  bills  of 
exchange,  it  no  doubt  issued  great  quantities  of 
its  bank  notes.    But  those  bank  notes  being,  the 
greater  part  of  them,  over  and  above  what  the 
circulation  of  the  country  could  easily  absorb  and 
employ,  returned  upon  it,  in  order  to  be  exchanged 
for  gold  and  silver,  as  fast  as  they  were  issued. 
Its  coffers  were  never  well  filled.    The  capital, 
which  had  been  subscribed  to  this  bank  at  two 
different  subscriptions,  amounted  to  £160,000,  of 
which  80  per  cent,  only  were  paid  up.    This  sum 
ought  to  have  been  paid  in  at  several  different  in- 
stilments.   A  great  part  of  the  proprietors,  when 
they  paid  in  their  first  instalment,  opened  a  cash 
account  with  the  bank ;  and  the  directors,  think- 
ing themselves  obliged  to  treat  their  own  proprie- 
tors with  the  same  liberality  with  which  they 
treated  all  other  men,  allowed  many  of  them  to 
borrow  upon  this  cash  account,  what  they  paid  in 
upon  all  their  subsequent  instalments.    Such  pay- 
ments, therefore,  only  put  into  one  coffer  what 
had  the  moment  before  been  taken  out  of  another. 
But  had  the  coffers  of  this  bank  been  filled  ever 
so  well,  its  excessive  circulation  must  have  emp- 
tied them  faster  than  they  could  have  been  reple- 
nished by  any  other  expedient,  but  the  ruinous 
one  of  drawing  upon  London,  and  when  the  bill 
became  due  paying  it,  together  with  interest  and 
commission,  by  another  draught  upon  the  same 
place.    Its  coffers  having  been  fiU^  eo  very  ill, 
it  is  said  to  have  been  driven  to  this  resource, 
within  a  very  few  months  after  it  began  to  do 
business.    The  estates  of  the  proprietors  of  this 
bank  were  worth  several  millions,  and  by  their 
subscription  to  the  original  bond,  or  contract  of 
the  bank,  were  really  pledged  for  answering  all 
its  engagements.    By  means  of  the  great  credit 
which  so  great  a  pledge  necessuily  gave  it,  it  was, 
notwithstanding  its  too  liberal  conduct,  enabled 
to  carry  on  business  for  more  than  two  years. 
When  it  was  obliged  to  stop,  it  had  in  circu- 
lation about  £200,000  in  bank  notes.    In  order 
to  support  the  circulation  of  those  notes,  which 
were  continually  returning  upon  it,  as  £ast  as  they 
were  issued,  it  had  been  constantly  in  the  practice 
of  drawing  bills  of  exchange  upon  London,  of 
which  the  number  and  value  were  continually  in- 
creasing, and  when  it  stopped,  amounted  to  up- 
wards of  £600,0000.    This  bank  therefore  had,  in 
little  more  than  the  course  of  two  years,  advanced 
to  different  people  upwards  of  £800,000  at  5  per 
cent.    Upon  the  £200,000  which  it  curculated  in 
bank  notes,  this  5  percent. might  perhaps  be  con- 
sidered as  clear  gam,  without  any  other  deduction 
besides  the  expense  of  management,    But  upon 
upwards  of  £600,000,  for  which  it  was  continually 
di'awing  bills  of  exchange  upon  London,  it  was 
paying  in  the  way  of  interest  and  commission, 
upwards  of  8  per  cent.,  and  was  consequently  los- 
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in^  more  than  3  per  oent.  upon  more  than  three- 
fourths  of  all  its  dealings. 

^  The  operations  of  this  bank  seem  to  have  pro- 
dnced  effects  qnite  opposite  to  those  which  were 
intended  bj  the  particular  persons  who  planned 
and  directed  it.    They  seem  to  have  intended  to 
support  the  spirited  undertakings,  for  as  such  they 
considered  them,  which  were  at  that  time  carry- 
ing on  in  different  parts  of  the  country,  and  at  the 
same  time,  by  drawing  the  whole  banking  business 
to  themselves,  to  supplant  all  the  other  Scotch 
banks,  particularly  those  established  at   Edin- 
burgh, whose  backwardness  in  discounting  bills 
of  exdiange  had  given  some  offence.    This  bank, 
BO  doubt,  gave  some  temporary  relief  to  those 
projectors,  and  enabled  them  to  carry  on  their 
projects  fw  about  two  years  longer  than  they 
coold  otherwise  have  done.    But  it  thereby  only 
enabled  them  to  get  so  much  deeper  into  debt,  so 
that  when  ruin  came,  it  fell  so  much  the  heavier 
both  upon  them,  and  npon  their  creditors.    The 
operations  of  this  bank,  therefore,  instead  of  re- 
lieving, in  reality  aggravated,  in  the  long  run,  the 
distress,  which  those  projectors  had  brought  both 
npon  themselves  and  upon  their  country.     It 
would  have  been  much  better  for  themiselves, 
their  creditors,  and  their  country,  had  the  greater 
part  of  them  been  obliged  to  stop  two  years  sooner 
than  they  actually  did.    The  temporary  relief, 
however,  wliich  this  bank  afforded  to  those  pro- 
jectors proved  a  real  and  permanent  relief  to  the 
other  Scotch  banks.    All  the  dealers  in  circulat- 
ing bills  of  exchange,  which  those  other  banks 
hi^  become  so  backward  in  discounting,  had  re- 
eourse  to  this  new  bank,  where  they  were  received 
with  open  arms.    Those  other  banks  were  enabled 
to  get  very  easily  out  of  that  fatal  circle,  from 
which  they  conld  not  otherwise  have  disengaged 
themselves,  without  incurring  a  considerable  loss, 
aod  perhaps,  too,  even  some  degree  of  discredit. 

In  the  long  run,  therefore,  the  operations  of 
this  Bank  increased  the  real  distress  of  the 
country,  which  it  meant  to  relieve ;  and  effectually 
relieved  from  a  very  great  distress  those  rivals 
whom  it  meant  to  supplant. 

^  At  the  first  setting  out  of  this  bank,  it  was 
the  opinion  of  some  people  that  how  fast  soever 
its  coffers  might  be  emptied,  it  might  easily 
replenish  them,  by  raising  money  npon  the  secu- 
rities of  those  to  whom  it  had  advanced  its  paper. 
Experience,  I  believe,  soon  convinced  them  that 
this  method  of  raising  money  was  by  much  too 
alow  to  answer  their  purpose ;  and  that  coffers, 
which  were  originally  so  ill  filled,  and  which 
emptied  themselves  so  very  fast,  could  be  replen- 
ished by  no  other  expedient,  but  the  ruinous  one 
of  drawing  bills  npon  London,  and  when  they 
became  due,  paying  them  by  other  draughts  upon 
the  same  place,  with  accumulated  interest  and 
commission.  But  though  they  had  been  able  by 
this  method  to  raise  money  as  fast  as  they  wanted 
it,  yet,  instead  of  making  a  profit  they  must  have 
•offered  a  loss  by  every  such  operation ;  so  that, 
in  the  long  run,  they  must  have  ruined  themselves 
as  a  mercaatile  company,  though  perhaps  not  so 
soon  aa  by  the  more  expensive  practice  of  draw- 
ing and  redrawing.  They  could  still  have  made 
nothing  by  the  interest  of  the  paper,  which  being 
over  and  above  what  the  circulation  of  the  country 
conld  absorb  and  employ,  returned  upon  them  in 
order  to  be  exchanged  for  gold  and  silver,  as  fast 
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as  th^  issued  it ;  and  for  the  payment  of  which, 
they  were  themselves  continually  obliged  to 
borrow  money.  On  the  contrary,  the  whole 
expense  of  this  borrowing,  of  employing  agents 
to  look  out  for  people,  who  had  money  to  lend,  of 
negotiating  with  those  people,  and  of  drawing 
the  proper  bond  or  assignment,  must  have  fallen 
upon  them,  and  have  been  so  much  clear  loss 
upon  the  balance  of  their  accounts.  The  project 
of  replenishing  their  coffers  in  this  manner,  may 
be  compared  to  that  of  a  man  who  had  a  water 
pond,  from  which  a  stream  was  continually  run- 
ing  out,  and  into  which  no  stream  was  continually 
running,  but  who  proposed  to  keep  it  always 
equally  friU,  by  employing  a  number  of  people  to 
go  continually  with  buckets  to  a  well,  at  some 
miles*  distance,  in  order  to  bring  water  to  re- 
plenish it. 

**  But  though  this  operation  had  proved  not  only 
practicable,  but  profitable  to  the  Bank,  as  a  mer- 
cantile company,  yet  the  country  could  have 
derived  no  benefit  from  it ;  but,  on  the  contrary, 
must  have  suffered  a  very  considerable  loss  by  it. 
This  operation  could  not  augment  in  the  smallest 
degree  the  quantity  of  Aioney  to  be  lent.     It 
could  only  have  erected  this  bank  into  a  sort  of 
general  loan  office  for  the  whole  country.    Those 
who  wanted  to  borrow  must  have  applied  to  this 
bank,  instead  of  applying  to  the  private  persons 
who  had  lent  it  their  money.    But  a  bank  which 
lends  money,  perhaps,  to  500  different  people,  the 
(p'eater  part  of  whom  its  directors  can  know  very 
little  about,  is  not  likely  to  be  more  judicious  in 
the  choice  of  its  debtors  than  a  private  person, 
who  lends  out  his  money  among  a  few  people, 
whom  he  knows,  and  in  whose  sober  and  frugal 
conduct  he  thinks  he  has  good  reason  to  confide. 
The  debtors  of  such  a  bank  as  that  whose  con- 
duct I  have  been  giving  some  account  of,  were 
likely,  the  greater  part  of  them,  to  be  chimerical 
projectors,  the  drawers  and  redrawers  of  circu- 
lating bills  of  exchange,  who  would  employ  the 
money  in  extravagant  undertakings,  which,  with 
all  the  assistance  that  could  be  given  them,  they 
would  probably  never  be  able  to  complete,  and 
which,  if  they  should  be  completed,  would  never 
repay  the  expense  which  they  had  really  cost, 
would  never  afford  a  fund  capable  of  maintaining 
a  quantity  of  labor  equal  to  that  which  had  been 
employed  about  them.     The  sober  and  frugal 
debtors  of  private  persons,  on  the  contrary,  would 
be  more  likely  to  employ  the  money  borrowed  in 
sober  undertakings,  which  were  proportioned  to 
their  capitals,  and  which,  though  they  might  have 
less  of  the  grand  and  the  marvellous,  would  have 
more  of  the  solid  and  the  profitable,  which  would 
repay  with  a  large  profit  whatever  had  been  laid 
out  upon  them,  and  which  would  thus  afford  a  fund 
capable  of  maintaining  a  much  greater  quantity 
of  labor  than  that  which  had  been  emploved 
about  them.     The   success   of  this   operation, 
therefore,    without   increasing   in   the   smidlest 
degree  the  capital  of  the  country,  would  only 
have  transferred  a  great  part  of  it  from  prudent 
and  profitable,  to  imprudent  and  unprofitable 
undertakings." 

299.  This  bank,  to  which  this  long  extract 
refers,  was  the  celebrated  Ayr  Bank,  which 
was  founded  to  remedy  the  alleged  distress  caused 
by  the  niggardly  conduct  of  the  existing  banks. 
It  was  started  by  a  company  which  comprised 
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the  Duke  of  Hamilton  and  many  other  landed 
proprietors  of  immense  wealth,  and  it  was  based 
on  the  fatal  delusion  that,  because  the  capital 
and  property  of  Its  proprietor  was  undoubted, 
it  might  therefore  issue  notes  to  any  amount 
without  depreciation.  This  was  exactly  John 
Law*8  theory  of  money,  and  this  bank  is  a  preg- 
nant instance  of  its  fallacy.  The  pamphlet  we 
have  already  quoted  from,  relating  to  the  Bank  of 
Scotland,  had  already  seen  and  denounced  this 
fkUacy,  for  it  said,  with  perfect  truth  and 
wisdom,  that  no  matter  what  the  capital  of  a 
banking  company  i«,  the  paper  credit  in  the  shape 
ofnoteiy  which  it  can  eirculaie^  bears  a  certain  pro- 
portion  to  the  existing  specie  in  the  country^  and 
this  can  only  be  ascertained  by  experience. 
Now,  this  strikes  at  the  root  of  John  Law's 
whole  theory,  because  that  is  based  upon  the 
fallacy  that  bank  notes  only  represent  property, 
and  therefore  may  be  multiplied  to  the  extent  of 
any  existing  property  without  depreciation—a 
theory  whose  results  may  be  seen  in  the  history 
of  the  Assignats  rAssiGNATs),  whereas  the 
real  truth  and  fact  is,  that  bank  notes  do  not 
represent  any  property  whatever,  but  are  them- 
selves independent  entities,  and  can  only 
maintain  their  value,  like  any  other  inde- 
pendent entities,  by  bearing  a  certain  propor- 
tion to  the  specie  (^Bank  Note).  *Nor  is  Adam 
Smith  correct  in  wnat  he  says,  that  the  operations 
of  banking  do  not  increase  the  capital  of  the 
country ;  there  is  no  more  delusive  fallacy  than 
this  in  Political  Economy ;  it  is  just  because 
banking  does  increase  capital  so  rapidly  that 
it  is  so  dangerous.  It  is  just  for  the  very  reason 
that  bank  credits,  whether  in  the  form  of  pro- 
missory notes,  or  entries  and  cheques,  perform 
exactly  the  same  functions,  and  are  in  all  respects 
equivalent  to  the  creation  of  so  much  additional 
capital,  that  they  so  fatally  depreciate  the  value  of 
the  existing  specie,  if  they  are  multiplied  too  ra- 
pidly. However,  this  is  so  ftilly  explained  under 
Bank,  Bank  Notb,  and  Deposit,  that  we  shall  not 
say  more  about  it  here.  The  fatal  error  of  the  Ayr 
Bank,  and  of  Law's  theory  is  this,  not  that 
capital  might  be  increased  by  banking,  but  in  not 
perceiving  the  true  natural  limits  to  the  increase — 
in  not  seeing  that  the  true  limits  were  to  be  found 
in  its  maintaining  an  equality  of  value  with  gold 
and  silver.  This  unfortunate  concern  was  sup- 
posed to  have  been  insolvent  within  a  fortnight 
after  it  commenced  business.  Its  mistaken  course 
inflated  speculation ;  the  accommodation  bill 
system,  which  has  been  the  cause  of  every  com- 
mercial crisis  ftom  that  time  to  this,  promoted 
by  this  bank  and  other  speculators,  formed  the 
exact  antetype  of  the  proceedings  of  the  Western 
Bank,  and  its  herd  of  adventurers  in  1857.  The 
exports  in  1771  and  1772  rose  to  a  height  they 
had  never  done  before,  and  which  they  did  not 
again  equal  till  1787.  While  commerce  was  in 
this  apparently  prosperous,  but  in  reality  bloated 
and  diseased  condition,  the  puncture  of  a  pin  was 
sufficient  to  make  it  collapse.  On  the  10th  June, 
1772,  a  partner  in  one  of  the  greatest  banking 
firms  in  London,  Neale  &  Co.,  decamped  with 
^00,000,  having  been  deeply  engaged  in  specu- 
lating in  the  funds.  This  man,  named  Fordyce, 
was  a  Scotchman,  and  had  a  large  Scotch  con- 
nection ;  tliese  were  blown  upon  by  the  failure  of 
their  London  agent,  and  a  complete  commercial 


panic  began.  The  Ayr  Bank  had  brancbes 
m  Edinburgh  and  DumMes,  and  a  run  began 
upon  it  on  the  17th  June,  1772,  in  Edinbureb, 
and  it  stopped  payment  on  the  25th,  along  with 
a  crowd  of  specmators.  The  whole  of  Scotland 
was  shaken  to  its  foundations.  There  had  been 
no  disaster  similar  to  it  since  the  Daiien  scheme, 
and  there  has  been  none  since  like  it,  until  the 
failure  of  the  Western  Bank.  The  credit  even 
of  the  other  banks  was  ahnost  gone.  The  person 
who  was  the  immediate  cause  of  the  collapse  of 
the  rotten  bubble  of  credit  being  a  Scotchman, 
the  London  papers  teemed  with  tirades  of  abuse 
of  everything  Scotch. 

800.  A  writer  in  one  of  the  papers  says  that 
the  accommodation  bill  system  first  sprung  up 
then.  In  the  Pvblic  Advertiser^  July  8,  1772,  it 
says  in  a  letter,  "Banking  Companies  have 
appeared  in  almost  every  comer  of  the  kingdom, 
and  Bills  of  Exchange  have  been  multiplied  by  a 
new  method  called  SwioeRing,  without  any  solid 
transaction.**  Adam  Smith,  however,  places  it 
earlier ;  speaking  of  the  refusal  of  the  banks  to 
discount  to  the  extent  the  speculators  wished,  he 
says,  "  Some  of  those  traders  had  recourse  to  an 
expedient,  which  for  a  time  served  their  purpose, 
though  at  a  much  greater  expense,  yet  as  effec- 
tually as  the  utmost  extension  of  bank  credits 
could  have  done.  This  expedient  was  no  other  than 
the  well  known  shift  of  drawing  and  redrawing ; 
the  shift  to  which  unfortunate  traders  have  some- 
times recourse  when  they  are  upon  the  brink  of 
bankruptcy.  The  practice  of  raising  money  in 
this  manner  had  long  been  known  in  England^ 
and  during  the  course  of  the  late  war,  when  the 
high  profits  of  trade  afforded  a  great  temptation 
to  over-trading,  is  said  to  have  been  carried  on  to 
a  very  great  extent.  From  England  it  was 
brought  to  Scotland,  where  in  proportion  to  the 
very  limited  commerce  and  to  the  very  moderate 
capital  of  the  country,  it  was  soon  carried  on  to  a 
much  greater  extent  than  it  ever  had  been  in  Eng- 
land. The  practice  of  drawing  and  redrawing  is 
so  well  known  to  all  men  of  business,  that  it  may 
perhaps  be  thought  unnecessary  to  give  an  account 
of  it."  And  yet  a  respectable  witness,  Mr. 
Latouche,  deputed  by  the  private  bankers  of 
Dublin  to  give  evidence  before  the  Committee  of 
the  House  of  Commons  in  1858,  says  that  the 
accommodation  bill  system  "arose  from  a  new 
element,  which,  when  the  Act  of  1844  was  made, 
did  not  exist  at  all,  and  that  was  the  immense 
amount  of  deposits  in  the  hands  of  Joint  Stock 
Banks  p^ing  interest  I !" 

301.  We  may  also  notice  a  fact  that  was 
asserted  at  this  time,  especially  as  it  has  been 
brought  up  again  in  the  recent  crisis  in  Scotland. 
It  was  generally,  if  not  universally  supposed  in 
Scotland  that  three  of  the  chartered  banks,  the 
Bank  of  Scotland,  the  Royal  Bank,  and  the 
British  Linen  Company,  were  banks  with  limited 
liability.  It  is  even  x)ositively  stated  so  in  the 
Reports  of  both  Houses  of  Parliament,  in  1826. 
Recently,  however,  this  has  been  called  in  ques- 
tion with  regard  to  the  two  latter  banks.  Mr. 
Hodgson,  a  Director  of  the  Bank  of  England,  in 
giving  evidence  before  the  late  Committee,  sayv, 
Q.  3575,  "  The  only  bank  existing  in  Scotland 
with  limited  liabili^  is,  I  believe,  the  Bank  of 
Scotland ;  there  is,  i  believe,  a  very  great  doubt 
about  the  Royal  Bank  of  Scotland,  and  the  Britiflh 
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Linen  Company,  having  a  limited  liability;  I 
Mieye  that  the  Bank  of  Scotland  has  a  perfect 
charter,  as  perfect  as  that  of  the  Bank  of  Eng- 
land; I  belieye  that  though  the  other  two  banks, 
which  I  have  named,  have  charters  conferring 
certain  priyileges,  it  is  very  much  donbted  whe- 
ther in  those  privileges  limited  liability  is  in- 
cfaided.  Mr.  Cayle^ — ^Is  there  not  a  general 
impression  in  Scotland  that  they  are  banks  of 
limited  liability?— There  has  been  that  impres- 
sion not  only  in  Scotland,  bnt  in  England,  and 
Amongst  their  own  customers;  bnt  of  late  that 
opinion  has  been  very  much  shaken,  and  I  believe 
that  the  opinion  of  the  Lords  of  Session  now  is, 
that  those  banks  have  not  limited  liability." 
However,  there  is  in  the  PubUe  AdoerHser  of  the 
22nd  June,  1772,  a  letter  from  an  apparently 
well  informed  person,  stating  that  the  proprietors 
of  the  Bank  of  Scotiand  arefuUy  liable  for  all  its 
^^^  ond  that  their  property  is  worth  several 
mUlians^  and  urging  that  as  a  strong  reason  why 
the  Bank  of  England  should  come  forward  to  their 
assistance.  Now,  if  this  be  so,  it  will  certainly  be 
a  great  surprise  to  common  opinion.  May  it  be 
long  before  the  question  in  respect  to  either  Bank 
has  any  practical  importance. 

802.  In  1774,  by  the  Statute  of  that  year,  c.  32, 
the  Bank  of  Scotland  was  authorized  to  double 
its  capital  stock,  and  the  limit  which  any  share- 
holder might  hold  was  raised  to  forty  shares.  In 
this  year  the  Bank  began  successfully  to  es- 
tablish branches,  which  has  since  become  so 
marked  a  feature  in  Scotch  banking.  In  1784, 
by  the  Statute  of  that  year,  c.  12,  the  capital  of 
the  Bank  was  raised  to  £300,000,  and  all  restric- 
tions as  to  the  amount  of  stock  any  proprietor 
might  hold,  taken  off.  In  1792,  by  the  Statute 
of  that  year,  c  25,  the  capital  was  raised  to 
X600,000,andby  Statute,  1794,  c.  19,  to  £1,000,000, 
and  by  Statute,  1804,  c.  23,  to  £1,500,000,  of 
which  £1 ,000,000  has  been  caUed  up,  and  at  which 
it  still  remains. 

308.  The  next  great  commercial  crisis  was  in 
1798.  This  also  extended  to  Scotland.  This 
was  attributed  by  the  best  contemporary  writers 
to  the  inordinate  multiplication  of  the  country 
bankers,  and  the  commencement  of  the  revolu- 
tionary war.  Three-fourths  of  the  country 
bankers  in  England  were  greatly  shaken.  The 
Bank  of  England  refused  afi  assistance,  in  spite 
of  all  solicitations  made  to  it,  for  which  it  is  se- 
verely bhuned  by  Su-  Francis  Baring  (Babiho, 
Sib  Fbahcis),  and  the  Bullion  Report  (Buixion 
Rspobt).  When  the  Bank  adopted  this  perverse 
course,  universal  failure  seemed  imminent.  Sir 
John  Sinclair  remembered  the  precedent  of  1697, 
when  Montaffne  had  sustained  pnbUc  credit  by 
an  issne  of  Exchequer  Bills,  and  thought  that  a 
aimilar  plan  might  be  followed  in  this  crisis. 
Mr.  Pitt  desired  him  to  propose  a  scheme  for  the 
purpose,  which  he  presented  on  the  16th  April. 
A  committee  of  the  House  of  Commons  was  im- 
mediately appointed.  In  the  meantime  a  director 
of  the  Boyal  Bank  of  Scotland  came  up,  with  the 
most  alanning  news  from  Scotland.  The  public 
banks  were  wholly  unable,  with  due  regard  to 
their  own  safety,  to  furnish  the  accommodation 
necessary  to  support  commercial  houses,  and  the 
coimtry  bankers.  That  unless  they  received 
immeduite  assistance  from  government,  general 
fiulore  would  ensne.     Numerous  houses,  who 


were  perfectly  solvent,  must  fall,  unless  they 
could  obtain  temporary  relief.  Mr.  MacdowiUI, 
M.P.,  for  Glasgow,  stated  that  the  commercial 
houses  and  manufactories  there,  were  in  the 
greatest  distress,  from  the  total  destruction  of 
credit.  That  the  distress  arose  from  the  ref^isal 
of  the  Glasgow,  Paisley,  fmd  Greenock  banks  to 
discount,  as  their  notes  were  poured  in  upon  them 
for  gold.  This  panic  was  allayed  by  the  Grovem- 
ment  consenting  to  issue  small  exchequer  bills,  and 
by  the  activity  of  Sir  John  Sinclair,  in  getting 
money  sent  down  to  Glasgow,  in  anticipation  <^ 
these  exchequer  bills.    (Crisis,  Cobimbrciai*.) 

304.  In  1797,  when  the  Bank  Restriction  Act 
was  passed,  all  banking  companies  and  bankers 
in  Scotland,  were  allowed  to  issue  notes  payable 
to  bearer  on  demand,  for  any  sum  under  20s. ; 
but  though  the  Bank  of  Ireland  was  ordered  to 
suspend  cash  payments,  the  Scotch  buiks  were 
never  allowed,  or  compelled  to  do  so,  and  the 
Scotch  banks  continued  during  the  whole  revolu- 
tionary war  liable  to  pay  cash  on  demand. 

305.  The  next  occurrence  that  we  may  men- 
tion, as  it  was  regarded  as  a  political  event,  was 
the  foundation  of  the  Commercial  Bank  in  1810. 
This  was  at  the  time  when  the  high  Tory 
rSgime  was  in  its  highest  and  palmiest  state,*  and 
the  banks  were  alleged  to  carry  their  politics  into 
their  business.  The  Liberal  party  then  deter- 
mined to  found  an  opposition  bank,  which  was 
named  the  Commercial,  which  has  attained  as 
great  an  eminence  as  any  of  the  older  ones  in 
public  estimation.  Its  capital,  as  yet  paid  up,  is 
£600,000,  which,  its  directors  very  recenthr  gave 
the  satisffictory  assurance  to  its  shareholders,  is 
perfectly  intact,  and  in  addition  to  that,  it  has 
£400,000  of  accumulated  profits  as  a  reserve 
fund.  This  bank  subsequently  obtained  a  charter, 
but  the  liability  of  its  shareholders  is  specially 
declared  unlimited. 

306.  In  1818,  it  being  found  that  many  fo- 
reigners availed  themselves  of  the  privilege  of 
naturalization  by  purchasing  stock  in  the  Bank 
of  Scotland,  this  clause  in  their  original  Act  was 
repealed. 

307.  The  long  and  dreadfid  catalogue  of  bank- 
ing failures  in  England,  chiefly  owing  to  the  mono- 
poly of  the  Bank  of  England,  and  which  were 
attributed  to  the  issues  of  the  £1  notes  of  the  coun- 
try bankers,  made  the  ministry  of  1826  desirons 
to  abolish  them  in  Scotland  and  Ireland,  at  the 
same  time  as  they  did  those  of  England.  But 
this  raised  such  a  ferment  in  the  country,  that 
the  government  consented  that  committees  of  both 
Houses  should  be  appointed  to  inquire  into  the 
matter.  The  result  was  so  eminently  favorable 
to  the  Scotch  banking  system,  that  no  further 
interference  was  attempted.  "With  respect  to 
Scotland,"  says  the  report  of  the  Lords,  "  it  is  to 
be  remarked  that  during  the  period  from  1766  to 
1797,  when  no  small  notes  were  by  law  issuable 
in  England,  the  portion  of  the  currency  of  Scot- 
land in  which  payments  under  £5  were  made, 
continued  to  consist  almost  entirely  of  notes  of 
£1  and  £1  Is.,  and  that  no  inconvenience  is 
known  to  have  resulted  from  this  difference  in 
the  currency  of  the  two  countries.  This  circum- 
stance, among  others,  tends  to  prove  that  unifor- 
mity, however  desirable,  is  not  indispensably  ne- 
cessary. It  is  aJso  proved  by  the  evidence,  and 
by  the  documents,  that  the  banks  of  Scotland, 
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whether  chartered  or  joint  stock  companies,  or 
private  establishments,  have  for  more  than  a  cen- 
tury exhibited  a  stability  which  the  committee 
believe  to  be  unexampled  in  the  history  of  bank- 
ing; that  they  supported  themselves  from  1797 
to  1812,  without  any  protection  from  the  restrie- 
tion  by  which  the  Bank  of  England,  and  that  of 
Ireland,  were  relieved  from  cash  payments ;  that 
there  was  little  demand  for  gold  during  the  late 
embarrassments  in  the  circulation ;  and  that  in  the 
whole  period  of  their  establishment,  there  are  not 
more  than  two  or  three  instances  of  bankruptcy. 
As  during  the  whole  of  this  period  a  large  portion 
of  their  issues  consisted  almost  entirely  of  notes 
not  exceeding  jCI,  or  £1  Is.,  there  is  the  strongest 
reason  for  concluding  that,  as  far  as  respects  the 
banks  of  Scotland,  me  issue  of  paper  of  that  de- 
scription has  been  found  compatible  with  the 
highest  degree  of  solidity ;  and  that  there  is  not, 
therefore,  while  they  are  conducted  upon  their 
present  system,  sufScient  ground  for  proposing 
any  alteration,  with  the  view  of  adding  to  a  soli- 
di^  which  has  so  long  been  sufficiently  esta- 
blished.** The  report  of  the  Commons  was  also 
adverse  to  any  legislative  interference  with  Scotch 
banking. 

308.  No  interference  with  Scotch  banking  took 
place  till  1845,  when  Sir  Robert  Peel  having  car- 
ried his  Bank  of  England  Charter  Act,  and  Joint 
Stock  Banking  Act,  with  scarcely  a  breath  of 
opposition,  determined  to  regulate  those  of  Scot- 
land and  Ireland,  as  well.  The  principal  provi- 
sions of  this  Act,  Statute  1845,  c.  38,  are  as  fol- 
lows : — 

I.  AH  persons  had  been  prohibited  by  the 
Statute  1844,  c.  32,  from  commencing  to  issue 
notes  after  the  6th  May,  1844,  in  the  United 
Kingdom,  and  all  such  persons  in  Scotland  as 
were  lawinlly  issuing  their  notes  between  the  6th 
May,  1844,  and  the  Ist  May,  1845,  were  to  certify 
to  the  Commissioners  of  Stamps  and  Taxes,  the 
name  of  the  firm,  and  the  places  where  they  issued 
such  notes. 

n.  The  commissioners  were  to  ascertain  the 
average  number  of  such  bankers*  notes  in  circu- 
lation during  the  year  preceding  the  1st  May, 
1845. 

m.  Such  bankers  were  authorized  to  have  in 
circulation  an  amount  of  notes,  whose  average  for 
four  weeks  waa  not  to  exceed  the  amount  thus 
certified  by  the  commissioners,  together  with  an 
amount  equal  to  the  average  amount  of  coin  held 
by  the  banker  during  the  same  four  weeks.  Of 
the  coin  three-fourths  must  be  gold,  and  one- 
fourth  silver. 

TV.  In  case  the  bank  exceeds  the  legal  amount, 
it  is  to  forfeit  the  excess. 

V.  If  two  or  more  banks  unite,  they  are  autho- 
rized to  have  an  issue  of  paper  to  the  aggregate 
amount  of  issues  of  the  separate  banks,  as  well  as 
the  amount  of  the  coin  held  by  the  united  bank. 

VI.  Notes  of  the  Bank  of  England  not  to  be 
legal  tender  in  Scotland. 

309.  The  reader  will  see  that  there  are  some 
striking  points  of  difference  between  the  restraints 
laid  upon  the  English  and  Scotch  banks,  for  while 
the  former  are  t^und  down  to  an  absolute  fixed 
limit  of  issue,  the  latter  are  permitted  to  issue  to 
any  amount,  provided  they  hold  an  equal  amount 
of  coin  above  their  authorized  amount.  More- 
over, if  any  number  of  banks  unite,  they  may 


have  an  aggregate  authorized  issue,  equal  to  that 
of  the  separate  banks;  but  in  England,  if  the 
number  of  partners  of  the  united  bank  exceeds 
six,  they  foifeit  their  power  of  issuing  notes  alto* 
gether.  This  absurd  restriction  as  to  the  number 
of  partners  in  a  bank  never  having  had  any  force 
in  Scotland. 

310.  The  year  1 857  was  remarkable  for  a  cala* 
mity,  to  which  there  had  been  no  precedent  ex- 
cept the  Ayr  bank,  namely,  the  suspension  of  two 
v^  large  joint  stock  banks,  the  Western  Bank 
and  the  City  of  Glasgow  Bank.  The  latter,  in- 
deed, has  resumed  business,  and  on  an  investiga-' 
tion  of  its  affairs,  it  appeared  that,  out  of  a  capital 
of  above  £800,000,  it  had  lost  about  £70,000; 
having  thus  a  very  large  paid  up  capital  intact, 
it  resumed  business,  and  we  may  hope  that  after 
having  received  this  severe  lesson,  its  business 
will  be  conducted  on  better  principles  in  fu- 
ture. But  the  Western  Bank  was  found  to  have 
lost  not  only  the  whole  of  its  paid  up  capital, 
£1,500,000,  but  nearly  as  much  more  besides. 
This  bank  was  founded  in  1 832,  so  that  in  the 
course  of  twenty-four  years,  it  lost  £3,000,000  of 
money.  The  Ayr  bank,  in  two  years  and  a  half, 
lost  £400,000,  so  that  of  the  two,  the  latter  is  pro- 
portionably  the  more  severe  calamity.  The  failure 
of  the  Western  Bank,  however,  has  called  forth 
the  most  bitter  attacks  upon  the  general  system 
of  Scotch  banking,  which  we  shall  find  to  be  to- 
tally unmerited,  because  it  is  clearly  proved  in 
the  evidence  taken  before  the  Committee  of  the 
House  of  Commons  in  1858,  that  during  the  whole 
course  of  its  career^  it  pursued  a  system  which  was 
diametrically  opposed  to  the  usual  course  of  the 
other  Scotch  banhs. 

311.  The  Western  B'^nk  began  business  in 
1832,  and  in  the  next  year  had  a  paid  up  capital 
of  £209,170,  which  was  increased  year  by  year, 
till,  in  1849,  it  amounted  to  £1,792,850,  at  which 
it  continued  tiU  1852,  when  a  number  of  shares 
having  fallen  into  the  bank*s  hands  by  bankruptcy 
and  insolvency,  they  were  written  off  against  the 
capital,  which  was  thus  reduced  to  £1,500,000,  at 
which  it  continued  till  the  closing  of  the  bank. 
The  mode  of  business  adopted  by  this  bank  from 
the  beginning,  was  not  according  to  the  usual  plan 
of  Scotch  banking,  for  while  aa  explained  by  the 
witnesses  before  the  committee  of  1858,  one  very 
important  feature  of  it  is  to  keep  very  large 
reserves  in  London,  either  at  their  bankers*,  or 
in  government  securities;  the  Western  Bank  in- 
vested its  means  chiefly  in  local  accommodation, 
and  kept  very  insufficient  reserves  in  London,  so 
much  so,  that,  in  1834,  its  London  agents,  Messrs. 
Loyd  &  Co.,  dishonoured  its  drafts.  It  appears 
that  upon  this,  the  other  Scotch  banks  refused  its 
notes,  and  remonstrated  with  it  for  its  mis- 
management. On  the  30th  October,  1833,  the 
directors,  in  answer  to  these  remonstrances, 
notified  to  the  other  banks  that  they  had  resolved 
to  invest,  in  marketable  securities,  a  sum  amply 
sufficient  to  prevent  such  a  thing  happenmg 
again.  They  promised  to  commence  the  neces- 
sary operations  in  the  following  January,  and 
complete  them  in  April,  if  not  earlier.  They  also 
engaiged  to  lessen  their  discounts,  and  to  continue 
to  do  so,  in  order  to  have  sufficient  frinds  at  its 
command.  Upon  this  promise  of  better  conduct 
in  future,  the  three  chartered  banks  advanced  the 
Western  Bank  £100,000  to  enable  them  to  pur- 
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cbase  these  securities  forthwith.  Bat  the  Western 
directors  very  soon  broke  their  engagement,  and 
reverted  to  their  former  mode  of  business.  In 
18S8,  they  applied  to  the  Board  of  Trade  for  a 
grant  of  letters  patent,  when  a  number  of  the 
otiier  Scotch  banks  presented  a  joint  memorial 
against  it  They  said  that  they  should  be 
wanting  in  their  duty  to  the  public,  as  well  as 
their  own  constituents,  if  they  sanctioned  by  their 
silence  such  an  application.  ^*  The  fact  is  well 
known  to  you,  that  while  there  have  occurred, 
during  the  past  6%*  years,  periodical  convulsions 
smon^  the  tNuiks  in  England,  which  have  led  to 
the  fiulnre  of  several  hundreds,  ScotUnd  hsA,  for 
the  most  part,  maintained  a  state  of  general  tran- 
quillity, and  there  have,  in  the  same  time,  oc- 
curred only  three  or  four  failures,  and  those  of  a 
▼ery  minor  character.  The  cause  of  this  is  noto^ 
riously  owing,  first,  to  the  large  capital  employed 
in  the  Scotch  bai^s,  and  second,  to  the  system  of 
administration  adopted.  Capital  alone,  as  has 
been  recently  experienced  in  England,  by  ex- 
tending the  scale  of  operations,  may  only  increase 
the  mischief.  In  the  like  manner,  a  numerous 
proprietary,  constituting  a  protection  to  the  public 
against  eventual  loss,  may,  by  adding  to  the 
credit,  add  to  the  power  of  such  an  institution  for 
evfl.  The  safeguard  of  the  Scotch  system  has 
been  the  uniform  practice  adopted  of  retaining  a 
large  portion  of  the  capital  and  deposits  invested 
in  Government  securities,  capable  of  beinff  con- 
verted into  mon^,  at  all  times,  and  under  all 
dreumstances.  This  requires  a  sacrifice,  because 
the  rate  of  interest  is  small,  and  in  times  of  diffi- 
culty the  sale  involves  a  loss,  but  it  has  given  the 
Scotch  banks  absolute  security,  and  enabled  them 
to  pass  unhurt  through  periods  of  great  discredit. 

^  It  is  not  then  unreasonable  that  the  managers 
of  the  Scotch  banks  should  look  with  favour  on  a 
system  which,  notwithstanding  their  close  con- 
nection with  England,  has  exempted  them  from 
these  calamities,  and  in  the  doubt  that  exists  on 
banking  theories  elsewhere,  it  is  at  this  moment 
sofficient  to  say  that  the  system  established  in 
Scotland  has  worked  well,  and  ought  not  to  be 
disturbed  there. 

**The  Western  Bank  was  established  in  the 
year  1832,  and  the  principle  on  which  it  has 
avowedly  acted  has  been  to  employ  as  much  as 
possible  of  its  capital  and  assets  in  discounts  and 
loans,  retaining  only  the  cash  necessary  to  meet 
its  current  engagements. 

**  As  this  is  a  more  profitable  investment  than 
Government  securities,  there  is  always  a  strong 
temptation  to  speculative  or  inexperienced  per- 
sons to  adopt  this  course,  and  if  the  consequences 
were  to  affect  themselves  alone,  it  would  be  of 
small  moment,  but,  unfortunately,  in  banking, 
this  cannot  be.  The  whole  system  depends  upon 
credit,  and  the  failure  of  an  iU-regulated  establish- 
ment affects  those  differently  constituted.  Such  a 
body  in  prosperous  times  boldly  extends  its  busi- 
ness, and  from  seeing  the  readiness  with  which 
in  such  seasons  commercial  paper  is  discounted, 
comes  to  the  conclusion  that  it  is  the  best  and 
most  convertible  description  of  investment  that 
could  be  found. 

^  Prudent  banks,  knowing  the  delusive  nature 
of  this  expectation,  are  compelled  to  increase  their 
own  reserve  to  meet  the  consequences  of  this 


unwise  expansion ;  and  when  the  difficulty  comes, 
they  must  either  assist  their  rival  to  prevent  an 
explosion,  or  mast  make  a  heavy  sacrifice  by 
selling  their  securities  at  a  loss. 

'*  The  Western  Bank,  acting  on  this  principle, 
allowed  their  London  transactions  to  assume  such 
an  irregular  shape,  that  their  London  agents,  the 
respectable  house  of  Jones,  Loyd,  and  Co.  took 
alarm,  and  in  1834  dishonored  their  drafts.  The 
Bank  of  Scotland,  Royal  Bank,  and  British  Linen 
Company  were  compelled  to  come  to  their  assist- 
ance, and  made  then  considerable  advances. 
These  circumstances,  occurring  in  a  time  when 
the  money  market  was  perfectly  tranquil,  shewed 
the  extreme  danger  of  the  practice.  The  £4in- 
bnrgh  banks  insisted  on  abetter  system  of  manage- 
ment being  adopted,  and  that  the  Western  Biuik 
should  have  invested  in  Government  securities  a 
sum  amply  sufficient  to  meet  emergencies.  The 
directors,  after  much  discussion,  at  length,  by  a 
resolution  dated  30th  October,  1834,  distinctly 
assented  to  the  requisition,  but  as  they  had  so 
engaged  the  assets  of  the  Bank,  as  to  render  it 
impossible  immediately  to  procure  the  fonds,  the 
Edinburgh  banks  lent  them  £100,000  for  the 
purpose.  For  some  time  the  Western  Bank  may 
have  acted  on  this  agreementf  hut  the  temptation  of 
profit  appears  to  have  got  the  better  of  their  pru-- 
dence,  and  they  now  repudiate  their  engagement. 

*'  It  will  be  quite  apparent  that  a  bank  that 
can  employ  its  whole  rands  in  this  manner,  is 
enabled  either  to  divide  a  larger  share  of  profits 
than  its  competitors,  or  to  do  business  on  more 
favourable  terms ;  and  we  repeat,  that  if  the  only 
consequence  of  this  was  to  increase  or  diminish 
the  dividends  of  the  rival  establishments,  it  would 
be  of  comparatively  small  importance,  but  in  its 
result  it  endangers  the  existence  of  every  bank  in 
the  country,  and  the  fortunes  of  a  large  portion 
of  the  conmiunity.  We  feel  that,  if  letters  patent 
shall  be  granted  to  this  bank,  after  what  has 
passed,  it  will  be  a  public  sanction  nnd  countenance 
of  a  new  and  mischievous  principle^  opposed  to  the 
Banking  system  of  Scotland, 

*'  The  question  is  not  in  this  instance,  whether 
Government  will  interpose  new  restraints  on 
banking  companies,  but  whether  they  will  en- 
courage a  violation  of  the  old  system,  by  granting 
distinction  and  privileges  to  a  company,  which 
having  pledged  itself  to  their  observance  now 
disowns  them  in  its  practice,  and  under  these  cir- 
cumstances applies  for  a  charter."  This  memorial 
was  signed  by  the  Bank  of  Scotland,  the  British 
Linen  Company,  the  Commercial,  and  National 
Banks;  and  the  Charter,  if  applied  for,  never  was 
granted. 

312.  This  system  of  keeping  such  small  re- 
serves in  London  produced  the  consequence  fore- 
seen in  the  preceding  memorial.  In  1847  the 
Western  Bank  was  in  difficulties,  and  received 
assistance  from  the  Bank  of  England  to  the 
amount  of  £300,000  in  November  and  December, 
1847,  which  it  repaid  in  March,  1848.  From  this 
time  forward  till  1852,  when  a  change  in  tiie 
management  took  place,  a  rather  more  cautious 
course  was  pursued,  but  they  did  what  we  believe 
to  be  totally  contrary  to  the  usual  practice  of  the 
other  Scotch  banks,  they  rediscounted.  The 
following  figures  shew  the  amount  of  discounts 
and  rediscounts  from  1847  to  1859 : — 
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Ditcounts. 

Bediflconnts. 

£ 

£ 

15.711,488 

.    .    .      656,077 

12.088,648 

.    .    .      874,707 

10,522,022 

.    .    .      249,957 

12,048,669 

.    .    .      290,81ft 

13,322,758 

.    .    .      588,247 

13,525,882 

.    .    .      407,li8 

In  1847      .    • 

f,  lo4o        •     ■ 

„  1849  .  . 

„  1850  .  . 

„  1851  .  . 

„  1852  .  . 

At  this  time  the  Bank  had  £356,000  of  overdue 
bills,  besides  other  very  heavy  locks-up  of  capital, 
in  one  case  amounting  to  £120,000,  which  was 
covered  by  insurances  on  the  lives  of  the  obli- 
gants,  on  which  it  had  paid  £33,512  as  premiums 
when  it  stopped.  "  But  even  at  this  time,"  says 
Mr.  Fleming,  "  it  had  a  cluster  of  those  people 
who  had  manufactured  accommodation  bills,  doing 
business  with  them.**  So  that  in  this  year  he 
says  the  Bank  was  not  in  a  satisfactory  state. 

318.  In  1852  a  new  management  commenced, 
and  to  shew  how  the  practice  of  rediscounting  in- 
creased we  give  the  following  figures : — 


In  1858 
1854 
1855 
1856 


If 


Diaconnted* 
£ 
14,987,740 
18,596,704 
19,885,781 
20,410.884 


»,  1857  tiU  Nov.  9  20,691,415 


BadiBooonted. 
£ 
1,682,820 
8,856,292 
4.969,669 
5,407.868 
4,881.221 


Thus  we  see  the  enormous  increase  of  this  most 
perilous  practice  during  these  years,  a  practice 
which  places  the  existence  of  any  institution  that 
depends  upon  it  to  any  great  extent,  at  any 
moment  at  the  mercy  of  the  will,  the  caprice,  or 
any  accident  that  may  happen  to  the  purchasers 
of  its  bUls. 

314.  But  this  was  by  no  means  the  only 
instance  of  reckless  management.  Over  and 
above  all  the  other  embarrassments,  there  were 
four  accounts  particularly  to  which  the  subse- 
quent calamity  was  due ;  we  will  shew  the  state 
of  these  accounts  in  1852  and  1857 — 

Dlaconnts.  Overdrawn  Aoeount. 
£  £ 

107,116      .    , 

83,779      .    .     8,528 
18144      .    . 
89,678      .    .      1,154 


1852. 
Macdonald  &  Co. 
Menteitb  &  Co. 
Wallace  &  Co.     . 
PattiBon  &  Co.    . 


£188,717 


£4.677 


Shewing  that  these  four  firms  were  under  obliga- 
tions to  the  Bank  in  1852  to  the  amount  of 
^193,394.  The  following  was  the  state  of  the 
same  accounts  in  1857  :— 

DiacounU.     Overdrawn      Overdue 


Account. 

Bills. 

£ 

£ 

£ 

Macdonald    • 

.    408,716    . 

.    5,63J    . 

.    8,526 

MenUith 

.    876,799    . 

.  67,635    . 

.  98,129 

Wallace    •    . 

.    227.464    . 

*       t« 

Pattiaon  •    • 

•    886,996    • 

.  67,258    . 

.  11,571 

£1,849,975      £135,524        £113,226 


Being  a  sum  total  of  £1,603,725  to  these  four 
houses  alone,  when  they  failed.  And  to  show  the 
character  of  the  bills  discounted  for  these  firms, 
of  £402,716  bills  of  Macdonald*s  current  at  the 
time  of  their  failure,  £398,349  were  dishonoured 
at  maturity  ;  of  Menteith*s,  £376,699,  current  at 
their  failure,  £269,726  were  dishonoured  at  ma- 
turity ;  of  Wallace*s,  of  £226»741  current,  there 


were  dishonoured  £209,534;  and  of  Pattison*8; 
of  £336,996  current,  there  were  dishonoured 
£150,749. 

315.  Soon  alter  the  general  meeting  of  June, 
1857,  the  directors  requested  another  person  to 
examine  the  Bank*8  books,  who,  after  doing  so, 
and  allowing  all  the  current  business  of  the  bank 
to  be  good,  mcluding  the  above  four  firms,  found 
that,  bad  debts  to  the  amount  of  £573,000  were 
kept  on  the  books  as  good,  which,  alter  deducting 
the  rest  and  guarantee  fimd,  amounting  to 
£246,000,  made  a  loss  of  £327,000  in  the  capital 
of  the  bank,  and  the  advances  to  shareholaers, 
holding  7,626  shares  in  the  bank,  amounted  to 
£988,487.  In  the  month  of  September,  1857, 
Mr.  Fleming,  the  person  whom  the  directors  had 
requested  to  assume  the  temporary  management 
of  the  Bank,  began  seriously  to  inquire  into  the 
nature  of  these  immense  accounts,  and  on  the  7th, 
the  Wallaces  acknowledged  that  they  were  dealing 
in  accommodation  bills,  and  he  saw  that  the 
Macdonalds  must  be  ^  doing  the  same  thing,  as 
the  two  houses  were  drawi^  on  the  same  names. 
It  was  found  that  the  Macdonalds  drew  upon 
124  acceptors,  only  37  of  whom  had  been  inquired 
about,  fmd  of  these,  reports  on  21  were  extremely 
bad.  But  there  were  60  or  70  persons  whom 
they  drew  upon,  who  made  it  a  regular  trade  to 
accept  bills  for  a  small  commission ;  in  fact,  it 
appeared  that  they  engaged  a  man  in  London  to 
procure  them  accoounodation  acceptances.  As  soon 
as  the  true  nature  of  these  accounts  was  ascer- 
tained, there  was  no  resource  but  to  stop  them. 
The  failures  of  Monteith  and  Macdonald,  which 
were  the  first  that  became  notorious,  created  a 
panic  on  the  Stock  Exchange  on  the  10th 
October,  and  the  price  of  the  stock  rapidly  fell, 
it  being  conunonly  reported  that  the  whole  capital 
of  the  bank  had  been  engaged  in  enabling  these 
parties  to  carry  on  their  business  for  a  series  of 
years.  These  rumours  created  a  run  on  the 
bank,  to  a  slight  extent,  on  the  following  Tues- 
day, which  continued  for  two  or  three  days,  and 
during  that  week,  ending  the  17th  October,  the 
bank  paid  away  about  £36,000  in  coin,  but  this 
was  the  only  run  for  gold  of  any  amount  on  the 
bank,  for  during  the  following  week  it  only  paid 
away  £4,000,  and  in  the  week  after  that  about 
£2,000,  and  the  whole  paid  away  in  coin,  between 
the  10th  October  and  the  7th  November,  the 
Saturday  before  it  stopped,  was  only  £44,000. 
But  during  this  period,  the  total  dtponts  de- 
manded were  jC1,280,000,  and  except  the  sum 
above  mentioned  as  paid  in  coin,  the  whole  of 
these  depoaita  were  pcUd  in  the  bank^s  own  notes, 
which  were  immediatefy  taken  and  lodged  in  the 
other  banks, 

316.  This  dreadful  catastrophe  deserves  to  be 
minutely  detailed,  because  it  is  strenuously  as- 
serted by  a  very  influential  party,  that  the  small 
note  circulation  of  Scotland  tends  to  increase  a 

Cic  among  its  holders.  But  in  this  case,  the 
k*s  notes  in  circulation  did  not  in  any  way  in- 
crease the  panic.  Mr.  Fleming  says,  "  I  may  say 
that  there  was  no  run  for  the  payment  of  notesi 
all  through.  There  may  have  been  a  few  notes 
presented,  but  I  should  certainly  limit  the  demand 
ror  gold  in  exchange  for  notes,  to  £5,000  or 
£6,000,  I  do  not  think  it  would  exceed  that 
Mr.  TTtZfOM— In  point  of  Uud  the  whole  pressure 
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vpon  the  bank  at  any  time  waa  in  respect  to  its 
deposits,  and  not  in  respect  to  its  circolation? 
**  Decided^,  there  was  no  presewe  in  respect  to  its 
eireMlaiion;  so  mnch  so,  that  during  the  last  two 
days  for  wliich  the  bank  was  in  operation,  I  do 
not  think  £1,000  was  paid  away  m  gold,  at  the 
bead  office.  The  whole  money  withdrawn  was 
taken  away  in  notes,  and  the  consequence  was  that 
OQ  the  afternoon  of  the  9th  of  November,  when 
the  bank  stopped,  there  was  a  very  large  amount 
of  notes  in  circulation,  something  about  £720,000. 
—Then  the  depositors  became  uneasy  about  the 
aecnrity  of  their  deposits,  went  to  the  bank,  and 
took  the  bank*s  notes  ?— Tes.  Did  they  pay  them 
immediately  into  other  banks?— Tes.  *  •  *  * 
Was  there  much  drain  in  the  proTinces  upon  the 
balances  ? — Not  a  very  large  amonnt,  certainly ; 
a  wonderfully  smaU  amount  in  proportion  to  the 
total  deposits,  was  withdrawn  from  the  country. — 
I  think  you  said  that  at  the  branches  there  was 
very  little  demand  for  gold,  almost  none  P — Almost 


317.  At  the  same  time  a  very  heavy  blow  fell 
upon  them  from  another  quarter.  The  bank,  in- 
ttead  of  keeping  its  funds  well  in  hand  in  London, 
engaged  in  exchan^  operations  with  America. 
Tfisy  had  an  agent  in  New  York,  though  perhaps 
not  openly  and  avowedly  in  that  character,  who 
granted  letters  of  credit  upon  them,  in  favor  of 
persons  who  wished  to  raise  money.  Such  parties 
arranging  with  the  agent,  the  securities  to  be 
lodged  to  meet  the  bank*8  acceptances.  These 
credits  were  not  by  any  means  always  paid  at 
maturity,  but  were  renewed  to  a  large  extent  By 
this  operation  a  very  considerable  portion  of  the 
bank*s  funds  was  locked  up  in  America,  instead 
of  being^  in  London  as  they  ought  to  have  been. 
At  the  time  of  its  suspension,  its  acceptances  cur- 
rent, and  its  obligations  to  accept,  amounted  to 
£317,000,  in  two  months*  bills,  which,  multiplied 
1^  six,  gives  the  amount  of  the  year's  transactions. 
llie  amount  of  funds  locked  up  in  America  by 
their  agent  there  appears  to  have  been  £376,520, 
against  which  he  held  railway  bonds  and  current 
bills.  Mr.  Fleming  said,  Q.  5510—''  It  appears 
to  me  in  many  cases,  the  credits  established  by 
Lee  upon  the  Western  Bank  have  been  modes  of 
raising  monqr  for  the  purpose  of  constructing 
American  railways,  and  for  speculation  in  stocks, 
in  New  York."  «  The  two  banks,  i.  e.  the  Western 
and  the  City  of  Glasffow,"  said  Mr.  Robertson,  the 
cashier  of  the  Boyu  Bank,  ''were  in  the  habit  of 
accepting  four  months*  inland  bills  drawn  from 
London,  Liverpool,  and  Ghisgow,  in  respect  of 
these  credits,  which  was  quite  condemned  by  the 
Bamh  of  England^  and  all  the  other  banhe  in  Scot- 
lemdr 

318.  The  general  stoppage  and  failure  of  Ame- 
rican credit  at  this  time,  rendered  the  expectations 
of  any  remittances  hopeless  from  there.  And 
Mr.  Fleming,  who  undertook  the  duty  of  manager 
on  the  15th  October,  told  the  directors  it  was  ab- 
aolntely  essential  to  make  provision  for  a  contin- 
gent drain  upon  the  deposit  money,  and  lUso  for 
file  American  acceptances  becoming  due.  On  the 
17th  October,  the  directors  resolved  to  apply  to 
the  Bank  of  Scotland.  On  the  21st  a  written 
^plication  was  made  to  that  bank  for  assistance, 
and  on  the  33rd  a  meeting  having  been  held  of  all 
the  Edinburgh  banks,  they  declined  to  assist,  until 
i^yplicatkm  had  been  made  to  the  Bank  of  Eng- 


land. This  application  was  made  on  the  26th,  and 
refused.  This  refusal  being  telegraphed  down  to 
Edinburgh,  a  meeting  of  the  bai^  was  held  the 
same  evening,  and  they  agreed  to  advance 
£500,000,  on  condition  that  the  directors 
should  dissolve  and  wind  up  the  concern.  After 
some  days*  negotiation,  the  Edinburgh  bimks 
agreed  to  forego  the  compulsory  windmg  up,  as 
the  directors  of  the  Western  said  they  had  no 
power  to  do  so,  and  advanced  the  money  without 
this  condition.  This  sum  was  accordingly  ad- 
vanced on  the  29th  October,  on  the  promissory 
notes  of  the  Western  Bank,  at  six  months*  date, 
for  £510,000,  the  terms  being  that  the  Western 
Bank  should  be  bound  to  repuu^  the  Edinburgh 
banks  in  Consols,  at  the  price  of  the  day.  In  addi- 
tion to  the  loan  so  obtained  from  the  Edinburgh 
banks,  the  Clydesdale  Bank  advanced  £100,000 
on  a  note  of  the  bank*8  at  six  months,  with  the 
individual  guarantee  of  the  directors,  which  was 
discounted  at  the  current  rate  of  8  per  cent. 

319.  The  withdrawal  of  the  deposits  from  the 
Bank,  which  was  almost  entirely  among  the  small 
depositors,  had  greatly  abated,  and  whatever 
might  have  been  the  ultimate  result,  which  might 
have  been  necessitated  in  consequence  of  the 
examination  of  the  Bank*s  affairs  that  was  then 
in  progress,  there  was  no  immediate  danger  of  a 
catastrophe ;  when  on  the  29th  October  the  city 
article  of  the  Times  announced  that  the  Edin- 
burgh banks  had  resolved  to  carry  the  Western 
Bank  through  their  difSiculties,  on  condition  that 
they  should  wind  np.  The  Times  reached  Scot- 
land on  the  morning  of  the  30th,  and  immediately 
a  fresh  pressure  commenced  on  the  Bank.  But 
this  time  it  was  of  a  different  character  from  the 
previous  one.  The  first  pressure  had  been 
among  the.  small  depositors,  the  second  consisted 
of  the  traders,  who  kept  large  accounts,  who 
seeing  that  the  Western  Bank  was  going  to  close, 
made  haste  to  transfer  their  balances  to  the  other 
banks  and  open  accounts  with  them,  and  it  was 
this  pressure  which  continued  and  made  the  Bank 
close  its  doors  on  the  9th  of  November,  not  from 
a  demand  for  goU  hut  because  the  balances  of 
these  accounts  being  withdrawn  in  the  bardCs  notes^ 
and  paid  into  other  banhs^  the  Western  Banh  was 
unaJble  to  promde  for  the  purchase  of  Exchequer 
bills  from  the  other  banhe,  to  rectify  this  balance  by 
a  draft  on  London* 

320.  To  shew  how  mischievous  this  publica- 
tion of  the  terms  proposed  was,  we  quote  from 
Mr.  Fleming's  letter  to  the  Bank  of  Scotland  of 
31st  October,  1857.  "The  application  made  a 
fortnight  ago,  by  the  Directors  of  this  Bank  to 
the  other  Scotch  banks,  for  a  credit  to  the  extent 
of  £500,000,  was  based  on  my  calculation  that 
£350,000  or  £400,000  would  keep  our  London 
finance  in  perfect  order,  and  that  the  remainder 
would  be  a  sufficient  reserve  to  meet  any  probable 
withdrawal  of  deposits.  This  calculation  I  still 
believe  would  have  proved  correct,  had  the  assist- 
anee  required  been  f^iven  promptiy^  quietly^  and 
free  from  any  condition  as  to  winding  up, 

"  But  the  demands  made  upon  us  nave  con- 
siderably exceeded  my  calculation,  from  two 
causes ;  first,  the  notoriety  of  our  financial  em- 
barrassment, created  by  the  delay  in  acceding  to 
our  application,  and  the  course  which  the  negotia- 
tions took  from  our  having  been  referred  to  the 
Bank  of  England  $  and,  second,  the  condition  as  to 
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winding  up,  which  the  other  banks  sought  to 
impose,  and  the  publicity  given  by  the  Times  to 
this  condition. 

'*  It  is  not  easy  to  say  in  figures  to  what  extent 
these  causes  have  respectively  operated  in  in- 
ducing withdrawals,  or  to  estimate  to  what  extent 
they  may  still  operate.  But  as  to  the  past,  my 
own  observation  here,  and  the  reports  from  our 
branch  agents,  all  convince  me  that  the  second  has 
been  immeasurably  more  mischievous  than  the 
first.  Deposits  on  receipts  have  been  withdrawn 
to  a  very  limited  extent  indeed^  but  balances  on 
current  accounts  kept  by  the  trading  community 
have  been  removed  to  other  banks  to  a  considerable 
extent.  The  reason  is  natural  and  obvious.  If 
this  Bank  is  to  wind  up,  traders  know  that  we 
cannot  give  them  accommodation,  and  they  take 
the  earliest  opportunity  of  arranging  for  that 
accommodation  elsewhere,  and  withdraw  their 
balances. 

*'  I  am  hopeful  that  the  mischief  already  done 
is  not  irreparable.  That  we  retain  still  a  measure 
of  public  confidence,  is  proved  by  the  fact  t?iat  no 
fixed  deposits  of  any  large  amount  have  been  ufith' 
drawn,  and  noOiing  like  a  run  has  taken  place,  and 
gold  has  scarcely  ever  been  demanded.    «     •     • 

^*I  have  already  said  that  there  has  been  no 
demand  made  upon  us  for  gold,  all  sums  with' 
drawn  having  been  taken  in  our  own  notes,  and 
consequently  the  other  banks  have  got  the  deposits^ 

The  Western  Bank  then  asked  a  further  loan 
from  the  Edinburgh  banks,  which  having  been 
discussed  for  some  days,  was  unanimously  refused. 

321.  On  Saturday,  the  7th  November,  there 
was,  from  the  heavy  withdrawals  of  deposits  in 
the  Bank's  notes,  and  their  lodgment  with  the 
other  banks,  a  heavy  adverse  balance  on  the 
exchange  of  that  day.  The  Edinburgh  banks 
were  immediately  informed  that  the  Western 
Bank  was  unable  to  provide  for  this  adverse 
balance  on  the  following  Monday.  On  the  Sun- 
day they  resolved  as  soon  as  this  inability  to  pay 
the  balance  should  be  declared,  to  instruct  their 
agents  to  refuse  the  Western's  notes.  And  it  was 
beyond  aU  question  shewn  that  it  was  this  injudicious 
line  of  conduct  that  chiefly  brought  on  tne  subss' 
quent  run  for  gold. 

322.  The  exchange  being  heavily  against  the 
Western  on  Saturday,  it  made  a  final  proposal  to 
the  Edinburgh  banks,  and  sent  a  scheme  of  an 
amalgamation  with  the  Clydesdale  Bank,  to  be 
discussed  by  them  on  Monoay  morning,  the  9th, 
and  kept  its  doors  open  till  2  o'clock,  to  learn  their 
final  decision.  This  being  a  decided  refusal  to 
entertain  the  terms  proposed,  the  Western  Bank 
shut  its  doors  at  2  p.m.,  on  Monday  the  9th 
November.  Another  bank,  the  City  of  Glasgow, 
it  was  also  known,  had  been  engaged  in  trans- 
actions of  the  same  nature  as  the  Western,  in 
America,  and  had  also  been  equally  negligent  in 
keeping  due  reserves  in  London.  This  bank, 
too,  required  the  assistance  of  the  Edinburgh 
banks,  though  it  has  not  been  stated  how  much 
they  received.  On  the  evening  of  the  9th  a  run 
commenced  on  the  saving's  bank  branches  of  this 
bank.  **  On  the  Tuesday  morning,"  says  Mr.  J. 
Eobertson,  the  manager  of  the  Union  Bank, 
^^when  the  doors  of  the  banks  were  opened,  a 
great  number  of  parties  appeai^ed  with  deposit 
receipts  demanding  gold ;  in  fact  the  ofliice  of  our 
own  establishment  was  quite  filled  with  parties 


within  a  quarter  of  an  hour  of  the  opening  of  th€ 
doors;  I  think  at  hidf-past  9.  The  Chairman: 
You  are  now  speaking  of  the  Union  Bank  ?-^I 
am  speaking  of  most  of  the  banks ;  I  speak  of  the 
Union  Bank  particularly.  Were  the  Western 
Bank*s  notes  at  that  time  current,  or  were  they 
refused? — TTiey  were  not  current  unfortunately. 
Was  there  any  deputation  from  Glasgow  to  Edin- 
burgh on  the  subject  of  the  other  banks  agreeing 
to  take  the  Western  Bank's  notes  P^This  nm,  as 
you  may  call  it,  or  panic,  increased  so  much,  that 
the  continued  refusal  of  the  notes  of  the  Western 
Bank  added  very  much  to  the  excitement.  Those 
people  who  came  for  money  would  not  take  the 
notes  of  any  bank,  it  did  not  matter  what  bank 
it  waa;  they  refused  everything  but  gold.  We 
thought  that  it  would  allay  the  excitement,  if  we 
were  to  take  the  Western  Bank*s  notes;  there 
being  no  danger  of  ultimate  payment.  We  were 
so  much  impress^  with  that  feeling,  that  two  of 
the  banks  sent  a  deputation  of  their  directors  U 
Edinburgh  to  confer  with  the  managers  of  the 
Edinburgh  banks  on  the  subject,  and  to  induce 
them  to  rescind  their  order.  They  failed  in  that ; 
the  notes  of  the  Western  Bank  were  rei^ised  the 
whole  day  on  the  Tuesday." 

323.  The  run  of  Tuesday  exhausted  the  City 
of  Glasgow  Bank,  and  it  did  not  open  on  the 
Wednesday  the  11th.  The  state  of  Glasgow  was 
so  alarming  that  the  magistrates  sent  for  troops, 
and  did  all  in  their  power  to  allay  the  excite- 
ment ;  they  issued  a  proclamation  advising  the 
people  not  to  press  the  banks  for  payment,  and 
to  take  the  notes  of  all  the  banks.  They  issued 
an  order  to  all  the  rate  collectors  in  the  city  to 
take  all  notes  presented  to  them,  including  tiioee 
of  the  two  suspended  banks.  But  the  demand  for 
gold  was  almost  entirely  confined  to  the  depositors, 
very  few  noteholders  came  forward.  On  Wed- 
nesday and  Thursday  large  remittances  of  gold 
from  London  arrived,  about  10  o'clock  in  the 
morning,  and  were  taken  in  waggons  to  the 
banks,  escorted  by  strong  bodies  of  police.  But 
the  run  entirely  ceased  about  2  o'clock  on  Wed- 
nesday :  at  half-past  two,  says  the  same  witness, 
there  were  not  half-a-dozen  people  in  the  esta- 
blishment. The  panic,  as  this  witness  said,  only 
lasted  one  whole  day  and  part  of  the  next. 

324.  In  fact,  the  refusal  to  take  the  Western 
Bank's  notes  was  one  of  the  chief  causes  of  the 
run  for  gold,  and  as  soon  as  the  other  banks 
agreed  to  take  them  the  panic  ceased.  Mr.  Law- 
rence Robertson  was  asked,  **  What  was  it  which 
first  caused  the  panic  to  cease? — When  the 
stoppage  of  these  banks  took  place,  the  other 
banks  were  not  precisely  informed  of  their  posi- 
tion, and  hesitated  a  little  in  taking  their  notes ; 
after  further  consideration,  the  other  banks  re- 
solved to  take  all  the  notes  as  they  came  fbrward^ 
ofid  when  that  was  done  the  thing  subsided.  As 
soon  as  it  became  known  that  the  notes  of  the 
Western  Bank  would  be  received  by  the  general 
body  of  banks  in  Scotland,  the  panic,  with  re- 
gard to  the  notes  of  the  Western  Bank,  came  to 
an  end  f—Enttrdy." 

The  same  witness  also  said,  that  there  was  no 
run  upon  any  of  the  Glasgow  banks  before  the 
stoppage  of  the  Western  Bank.  "  Were  those 
parties  who  drew  out  gold  over  the  counter  in 
exchange  for  notes,  or  by  cheques  on  their  de* 
posits  ?-— It  was  chiefly  in  the  case  of  amall  de«> 
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poelt  receipts.  And  not  for  any  considerable 
amount  ^—^o.  Do  jon  tliink  that  it  exceeded 
£1,000 ?->It  18  difficult  to  fix  upon  a  sum;  I 
never  looked  at  that. — It  was  not  of  sufficient  im- 
portance to  call  your  attention  to  it  f — No.*'  The 
City  of  Glasgow  Bank  resumed  payment  in 
about  a  month,  but  the  Western  Bank  had  lost 
not  only  its  whole  paid  up  capital  of  £1,500,000, 
but  as  much  more  again. 

325.    The  detuls  of  this  great  catastrophe  well 
deserve  our  closest  attention,  because  it  is  the 
first  instance  of  a  banking  panic  in  Scotland,  and 
even  that  was  confined  to  one  town.    The  com- 
mercial failures  were  confined  exclusively  to  the 
herd  of  adventurers  who  had  been  fostered  and 
supported  by  the  mismanagement  of  the  Western 
Bank.    There  was  but  one  house  of  any  magni- 
tude connected  with  Glasgow  which  suspended 
pajrment  during  this  period,  Dennistoun  &  Co., 
who  were  more  a  Liverpool  and  London  house 
than  a  Glasgow  one,  and  whose  temporary  stop- 
page was  brought  about  by  other  causes.    But 
this  calamity  has  been  seized  hold  of  by  persons 
who  are  hostile  to  the  Scotch  system  of  banking 
in  general,  and  also  to  the  £1  note  currency  of 
Scotland,  to  condemn  them.    But  when  we  come 
to  investigate  the  true  facts  we  shall  find  that 
they  lend  no  support  to  these  charges.    For  with 
respect  to  the  first,  it  is  distinctly  proved  by  the 
most  unanswerable  evidence,  that  M>m  the  com- 
mencement to  the  close  of  its  career,  the  Western 
Bank  pursued  a  system  of  business  that  was 
totally  opposed  to  the  well  recognized  system  of 
Scotch  bfuiking,  and  unanimously  condemned  by 
all  the  well  conducted  banks.    That  during  its 
whole  course,  it  was  a  su^ect  of  terror  and 
alarm  to  the  other  banks.    That  its  locking  up 
its  funds  in  America  was  totally  condemned  by 
the  Bank  of  England,  and  all  the  other  Scotch 
banks.    And  the    directors   themselves,  when, 
however,  it  wais  too  late,  acknowledged  their  own 
misconduct,   for  in  their    first   application  for 
assistance  to  the  Bank  of  Scotland,  on  the  2l8t 
October,  1857,  the  Directors  say,  "  On  the  part  of 
the  board  of  direction,  it  is  right  that  we  should 
frankly  tay^  that  they  are  JvUy  alive  to  the  rech- 
UuMiBMM  ofOupoMt  management  of  the  Bank ;  that 
its  credit  has  been  strained  to  the  extreme  point ; 
and  that  in  the  attempt  to  make  large  profits  for 
the  proprietary,  unwise  and  undue  risks  have 
been  run.    Feeling  all  this,  the  Directors  have 
jentered  on  a   course   of  management,    which, 
(although  the  present  commercial  crisis  renders 
curtailment  difficult  of  speedy  accomplishment) 
will  eventuate  in  the  establishment  on  a  secure 
basis,  of  a  business  of  a  safer  and  a  more  legiti- 
wiaie^  tkoKgh  certainly  of  a  more  limited  descrip' 
tUm^  than  has  for  many  years  been  conducted  by  the 
Western   Btmk    of  Scotland,^*     Habemus  ipsos 
confitentes  reos.    The  directors  themselves  ac- 
knowledged that  their  course  of  business  was  not 
in  accordance  with  the  usual  Scotch  banking 
mtem ;  what  possible  reflection  then  can  it  be  on 
the  recognized  system  that  a  bank,  which  went 
right  in  the  teeth  of  it,  failed  P    The  very  same 
remarks  apply,  only  of  course  in  a  lesser  degree, 
to  the  City  of  Glasgow  Bank.    This  bank,  too, 
was  guilty  of  s])eciilating  in  America,  instead  of 
keqiing  its  reserves  in  London.    And  it,  too, 
-paid  tiie  poialty,  by  a  temporary  suspension. 
.   926.    The  second  charge,    too,   is    equally 


groundless,  against  the  small  note  circulation. 
For  it  is  said  that  these  small  notes  aggravaite  a 
panic,  and  that  a  panic  is  most  likely  to  com- 
mence amongst  their  holders.  But  in  this  case, 
the  evidence  most  decisively  negatives  the  sup- 
position that  any  part  of  the  panic  was  due  to  the 
small  notes,  and  not  only  that,  but  it  decisively 
proves  that  the  demand  for  gold  was  greatly 
lessened  on  account  of  the  notes»  Mr.  Fleming 
says,  Q.  5532,  "  I  may  say  there  was  no  run  for 
payments  of  notes  all  through.  There  may  have 
been  a  few  notes  presented,  but  I  should  certainly 
limit  the  demand  for  gold  in  exchange  for  notes 
to  £5,000  or  £6,000, 1  do  not  think  it  would  ex- 
ceed that.  Mr,  WUsonr—In  point  of  fact,  the 
whole  pressure  on  the  Bank  at  any  time  was  in 
respect  to  its  deposits,  and  not  in  respect  to  its 
circulation  f  Decidedly ;  there  was  no  pressure  in 
respect  to  its  circulation ;  so  much  so,  tnat  during 
the  last  two  days  for  which  the  Bank  was  in 
operation,  I  do  not  think  £1000  was  paid  away  in 
gold  at  the  head  office.  The  whole  money  with- 
drawn was  taken  away  in  notes,  and  the  conse- 
quence was  that  on  the  afternoon  of  the  9th 
November,  when  the  Bank  stopped,  there  was  a 
very  large  amount  of  notes  in  cfrculation,  some- 
thing about  £720,000.  Mr.  Wilson— Then  the 
depositors  became  uneasy  about  the  security  <^ 
their  deposits,  went  to  the  Bank  and  took  the 
Bank's  notes?  Yes.  Mr.  Wilson— Did  they 
pay  them  immediately  into  other  banks  P — 
Yes.  Mr.  Wilson — They  thereby  indirectly  ob- 
tained payment  through  the  other  banks  ?  I^e- 
cisely  so ;  they  transferred  their  deposits  from  one 
bank  to  the  other.  Mr.  Wilson — Did  many  of 
the  depositors  demand  gold?  Almost  none; 
during  the  week  after  the  10th  October,  there  was 
a  slight  demand  for  gold,  and  in  the  country,  I 
believe,  there  was  a  very  slight  demand  for  gold.** 
Mr.  Fleming  then  gave  the  figures,  shewing  that 
the  total  demand  for  gold  during  the  whole  month 
from  the  10th  October  to  the  9th  November,  was 
only  £44,000,  of  which  not  more  than  £6,000 
was  in  exchange  for  notes,  but  the  total  demand 
for  deposits  and  balances  on  account  was 
£1,280,000 ;  from  which  it  follows,  of  course,  that 
the  total  pressure  on  the  Bank  was  this : — 


For  gold  in  exchange  for  notes.   . 

For  aepoeits  taken  m  gold  .    .    . 

For  deposits  and  balances  taken  in 

Bank's  notes 


£6,000 
88,000 

1,286,000 

£1,280,000 


Now,  if  the  Bank  had  not  issued  notes,  how 
would  this  last  item  have  been  demanded  ?  Of 
course  in  gold.  So  that  it  is  quite  clear  that  the 
power  of  the  Bank  to  issue  notes  saved  and 
lessened*  the  demand  for  gold  to  that  extent.  And 
we  have  already  shewn  tiiat  it  was  not  any  run 
for  gold  which  made  the  Bank  stop,  but  its  in- 
ability to  provide  for  pa3nment  of  the  adverse 
balance  of  exchange.  But  it  may  be  said.  See 
what  followed  the  next  morning.  There  was  un- 
doubtedly a  run  for  gold  next  morning  on  some  of 
the  other  banks.  Bui  then  there  would  have  been 
the  very  same  run  if  there  had  been  no  notes  at  all. 
And  that  very  run  was  greatly  aggravated,  if, 
indeed,  it  was  not  chiefly  due  to  the  most  unfor- 
tunate decision  of  the  other  banks  to  refuse  the 
Western  Bank*s  notes.     As  soon  as  the  other 
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banks  agreed  to  take  the  Western's  no/w,  iks 
vamo  immediatdy  subsided^  even  though  a  second 
oank  stopped  the  same  morning.  Now,  what  is 
the  effect  we  might  natnrally  have  expected  from 
a  second  bank*8  stopping  in  the  midst  of  a  panic  ? 
Clearly  that  that  panic  wonld  have  been  greatly 
intensified.  But  m  this  case  it  was  not  so.  The 
City  Bank  did  not  open  on  the  Wednesday 
morning,  and  yet  the  whole  panic  was  over  by 
two  o*clock  that  day.  The  whole  demand  on  tlM 
Royal  Bank  for  gold  did  not  exceed  £1,000. 

327.  Now,  without  prejudging  the  question  In 
any  way,  whether  the  Scotch  XI  notes  should  be 
suppressed,  there  is  no  dispassionate  man  who  can, 
after  reading  the  details  of  this  crisis,  come  to  the 
conclusion  that  they  had  anything  whatever  to  do 
with  this  panic.  The  great  wonder  is,  that  after 
the  unprecedented  circumstance  of  two  great 
banks  stopping  payment,  the  panic  was  so  short, 
and  so  slight  as  it  was.  Does  any  man  who 
knows  London  think  that,  if  a  similar  case  had 
happened  there,  the  consequences  would  have 
been  so  comparatively  trifling  P  The  two  London 
banks  of  most  nearly  equal  magnitude  with  the 
Gla^w  ones  that  stopped,  are  the  Union  and 
the  London  and  Countv.  Let  ns  imagine  that 
the  Union  Bank  of  London  was  to  stop  payment, 
and  two  days  after  the  London  and  County. 
Does  any  man  who  knows  London  suppose  that 
hi  such  a  case  the  panic  would  be  limited  to  one 
day  and  a  half?  No  man  in  his  senses  would 
think  so. 

828.  Nor  can  there,  we  think,  be  any  reason- 
able doubt  that  the  reAisal  of  the  Edinburgh 
baoJu  to  take  the  notes  of  the  Western  Bank  was 
a  most  unfortunate  one.  When  the  Ayr  Bank 
failed,  all  the  other  banks  immediately  gave  no- 
tice that  they  would  take  its  notes  at  par,  because 
they  knew  very  well  that  its  proprietors  were 
perfectly  well  able  to  discharge  all  the  claims 
upon  them.  It  was  perfectly  well  known  that  the 
proprietors  of  the  Western  Bank  were  worth 
man^  millions  of  money,  and  that  there  was  no 
possible  danger  of  any  ultimate  loss.  Tet  the 
banks  on  this  occasion  decided  to  refuse  their 
notes,  which  decision  they  were  afterwards 
obliged  to  rescind.  And  this  is  a  very  good 
proof  that  it  was  wrong  from  the  first ;  and  im- 
mediately that  the  notes  were  taken  the  panic 
oeased. 

829.  In  the  years  of  the  great  speculations  in 
railways,  numbers  of  persons  wished  to  carry  on 
the  game  of  speculation  by  buying  shares,  and 
then  raising  money  upon  them  fr'om  bankers. 
The  old  banks  prudently  declined  this  sort  of 
business,  and  a  number  of  banks  were  got  up, 
principally  for  this  business — if,  indeed,  it  can  be 
called  business  at  all— as  it  was,  in  fact,  pure 
gambling.  After  a  short  time,  the  railway  shares 
went  down  as  fast  as  they  had  risen,  and  all  these 
banks,  which  were  called  Exchange  Banks,  were 
mined,  some  of  them  under  the  most  disastrous 
circumstances. 

830.  We  have  said  that  one  of  the  principal  fea- 
tures of  the  Scotch  banking  system  is  to  have  a 
imall  number  of  very  large  biuiks,withagreat  num- 
ber of  branches  to  each.  To  shew  how  the  system 
has  a  natural  tendency  to  become  concentrated 
among  a  few  great  establishments,  we  may  com- 
pare Sie  existing  number  of  separate  institutions, 
«t  different  periods.    In  1826,  there  were  82  in- 


dependent banks,  of  which  18  had  less  than  10^ 
partners,  10  had  less  than  100,  and  the  remaining 
9  had  more  than  100.  Fourteen  of  these  had  no 
branches,  17  had  not  more  branches  than  5^  and 
the  highest  number  that  any  bank  had  was  80, 
which  was  the  Commercial  Bank.  The  total 
number  of  offices  was  159.  In  1848,  there  were 
891  branches ;  in  1855,  there  were  462  branches, 
and  17  principal  offices ;  in  1857,  there  were  the 
same  number  of  head  offices,  with  666  branches ; 
and  in  1859,  there  are  14  separate  banks — one 
the  Union,  having  4  head  offices— and  597  branches, 
making  altogether  615  offices. 

Historical  Sketch  of  the  Rise  and  Progress  qf 
Banking  in  Ireland. 

881.  The  origin  of  banking  in  Ireland,  is,  as 
far  as  we  can  discover,  involved  in  much  ob- 
scurity. We  cannot  but  suppose,  however,  that 
it  could  not  have  been  long  delayed,  after  it  had 
reached  Scotland.  We  may,  however,  be  some- 
what surprised  that  after  the  institution  of  the 
Bank  of  Scotland,  it  does  not  appear  that  any 
one  for  a  very  considerable  period  thought  of 
founding  a  public  Bank  in  Ireland.  The  earliest 
evidence  that  we  have  of  a  banking  firm  in  Ire- 
land, is  in  1700.  The  first  public  act  in  which 
the  existence  of  bankers  is  recognised  is  the 
Irish  Act,  Statute  1709,  c.  11,  being  An  Act  for 
the  better  payment  of  inland  hills  of  exchange^  and 
for  making  promissory  notes  more  obligatory.  By 
this  Act  it  was  enacted  that  the  acceptance  of 
every  inland  bill  of  exchange  of,  or  above  £5, 
should  be  in  writing  on  the  bill  itself  which  was 
not  made  law  in  England  tUl  1821.  It  also 
declared  that  as  promissory  notes  were  not  held 
to  be  within  the  law  merchant,  so  as  to  be 
assignable  or  indorsable  over  to  any  one  else, 
after  the  1st  of  September,  1709,  any  promissory 
note  signed  by  any  person,  or  by  the  servant,  or 
agent  of  any  banker,  goldsmith,  merchant,  or 
trader,  should  be  negotiable  in  all  respects  as 
an  inland  bill  of  exchange.  Another  Act  also. 
Statute  1721,  c.  14,  recognizes  that  the  trade  of 
the  country  was  greatly  carried  on  by  bankers* 
notes. 

882.  In  1721,  the  first  project  that  we  have 
been  able  to  discover  was  started  for  a  National 
Bank.  To  this  three  peers,  47  members  of  parlia- 
ment, a  considerable  number  of  merchants  and 
traders,  and  others  subscribed,  but  Ihe  subscrip- 
tion was  not  filled  up,  and  the  project  was  given 
up. 

388.  The  plan  of  a  national  Bank  having 
failed,  the  trade  continued  in  the  hands  of  private 
bankers,  and  there  are  several  Acts  passed  for 
the  relief  of  the  creditors  of  various  firms  that 
foiled  in  1783, 1755,  and  1759.  In  1758  the  com- 
petition of  the  private  bankers  in  Dublin  was  so 
great,  that  out  of  everv  £1,000  there  was  not 
more  than  £10  of  gold.  The  exchange  rose  8 
per  cent,  above  par,  t.e.  the  Pftper  currency  was 
depreciated  to  that  extent  The  natural  conse- 
quence followed.  All  the  specie  left  the  oonntry. 
The  bankers  themselves  collected  as  much  as 
they  could,  to  remit  to  London,  to  purchase  bills 
at  4  per  cent,  above  par.  The  inevitable  result 
of  this  ensued.  In  the  next  year  every  bank  in 
Ireland,  but  two,  failed,  and  these  two  paid  off 
all  their  paper.  Thus  the  entire  paper  cmrency 
was  destn^ed,  the  exchange  fell  to  3  or  8  per 
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cent  below  par,  ue^  the  value  of  the  eorreney 
rose  from  a  depreciation  of  3  per  cent,  to  a  pre* 
minm  of  2  or  3  per  oent^  in  consequence  of  the 
eontracti<Hi.  Bnt  the  oonyolsion  was  exceedii^^iy^ 
aevere,  mnltitodes  of  people  were  mined,  many 
tenants  threw  np  their  lands,  and  scarcdy  a  per- 
son in  the  three  Southern  provinces  of  Ireland 
but  was  affected.  In  1755,  while  the  country 
was  yet  suffering  from  this  general  catastrophe, 
an  Act  was  pas^  to  prevent  bankers  trading  as 
merchants  in  goods  or  merchandize  imported  or 
exported,  and  great  difficulties  being  found  by 
the  creditors  in  obtaining  payment  of  their  debts, 
an  Act,  Statute  1759,  c.  14,  commonly  called  the 
Bankers*  Act,  was  passed  to  regulate  the  trade  of 


bankine.    The  chief  provisions  of  this  Act 

L  All  deeds  and  conveyances  made,  or  to  be 
made  by  any  banker,  or  buikers,  before  the  Ist  of 
August,  1760,  whereby  any  real  estate  should  be 
granted,  released,  mortgaged,  demised,  or  any 
ways  incumbered,  or  airocSed,  which  should  not 
be  registered,  or  inrolled,  according  to  the  Act, 
Statute  1721,  c.  14,  shidl  be  deemed  fraudulent 
mnd  void  against  all  creditors  of  such  banker,  or 
bankers.  And  that  all  deeds  and  conveyances, 
after  that  date,  made  in  b-dand  by  any  banker, 
or  any  person  empowered  to  do  so  on  his  behalf, 
whereby  any  part  of  his  real  estate,  or  leasehold 
interest,  or  whereby  any  mortgage  belonging  to 
any  banker,  upon  any  lands,  tenements,  or  here- 
ditamenta,  or  leasehold  esti^  should  be  in  any 
way  incumbered,  or  affected,  except  only  by  way 
of  lease  for  three  lives,  or  thirty -one  years,  at  the 
full  improved  rent,  witiiont  fine,  should  be  duly  re- 
gistered, within  one  calendar  month,  from  the 
execution  thereof  by  any  such  banker,  or  other 
person  for  him ;  and  if  such  deed  was  executed 
out  of  the  kingdom,  it  must  be  registered  within 
three  calendar  montihs  from  the  time  of  its  execu- 
ticxi;  and  that  for  want  of  such  registry,  every 
such  deed  should  be  deemed  fraudulent  and  void 
against  all  the  creditors  of  the  said  banker,  even 
thoogh  made,  or  given,  fM*  valuable  consideration. 

n.  After  the  lOth  of  May,  1760,  all  grants, 
sales,  alienations,  leases,  or  dispositions  made  by 
any  banker  during  tiiie  time  he  continued  to  be  a 
bttuker,  of  any  part  of  his  real  estate,  or  of  any 
interest  he  held  in  real  or  leasehold  estate,  to,  or 
to  the  use  o^  or  interest  for,  any  son,  or  grandson, 
daughter,  or  granddaughter  of  such  banker,  should 
be  utterly  void  against  every  creditor  of  such 
banker,  though  nuule  or  given  for  valuable  con- 
sideration ;  and  though  such  creditor  was,  or  was 
not,  a  creditor  at  the  time  such  grant,  sale,  aliena- 
tion,  lease,  or  disposition  waa  made. 

in.  After  the  lOth  of  May,  1760,  no  banker 
should  issue  or  give  any  note,  or  negotiable  re- 
ceipt, or  accountable  receipt,  with  any  promise  or 
engagement  therein  contained  for  the  payment  of 
any  interest.    And  that  all  notes,  or  receipts, 

E'ven  in  contravention  of  the  Act,  should  be  abeo- 
tdy  null  and  void. 

Iv.  If  any  baiter  failed  to  pay  any  note,  nego- 
tiable receipt,  or  accountable  receipt,  issued  by 
him  or  his  lawful  agent,  on  demand,  when  the 
aame  became  due,  his  heirs,  executors,  and  admi- 
nistrators should  be  bound  to  pay  all  such  sums 
ao  due,  with  legal  interest  from  the  time  of  demand 
to  tlie  time  of  payment,  unless  any  agreement  had 
been  made  to  the  contrajy  between  such  banker 
aadhiaereditcv. 


v.  If  any  banker,  after  he  stopped  payment, 
should  receive  or  discharge  any  sum  of  money  due 
to  him  at  the  time  he  stopped  payment,  everY 
such  receipt  or  discharge  should  be  null  and  void. 
All  deeds  and  convevances  made  by  any  banker 
after  he  had  absconded,  or  stopped  payment,  al- 
though made  for  valuable  consideration,  should  be 
null  and  void,  unless  made  for  the  use  o1^  and  in 
trust  for,  ail  his  creditors,  according  to  the  order 
in  which  their  respective  debts  should  be  paid ; 
or  unless  they  should  be  accepted  and  agreed  to 
by  all  his  creditors. 

yi.  Immediately  after  any  banker  should 
abscond,  conceal  himself  from  his  creditors,  or 
stop  payment,  all  his  property  of  aU  sorts  and 
descriptions,  both  at  law  and  in  equity,  or  which 
he  should  be  entitled  to  at  the  time  of  his  deatii, 
should  be  liable  and  subject  to  all  and  every  his 
debts,  of  what  nature  or  kind  soever,  the  same 
should  be,  except  such  as  he  should  contract 
before  he  became  a  banker,  or  those  secured  by 
deeds  duly  registered. 

Vn.  No  banker  who  should  abscond,  conceal 
himself  from  his  creditors,  or  stop  payment, 
should  have  any  privilege  of  Parliament. 

Vm.  All  promissory  notes  issued  by  any 
bank,  that  should  stop  payment  in  future,  should 
be  paid  before  any  receipt  given,  or  issued,  by  the 
bank. 

IX.  No  person  intrusted  with  any  public 
money  should  be  a  banker,  or  discount,  under 
heavy  penalties  for  each  breach. 

X.  If  any  banker  should  discontinue  business, 
all  his  creditors  must  make  demand  upon  him  for 
payment  of  his  notes  and  receipts,  within  three 
years,  otherwise  their  claims  should  be  barred. 

334.  In  the  year  1782,  at  last,  an  Act  was 
passed  after  great  opposition,  to  establish  a  public 
bank  in  Ireland.  The  chief  provisions  of  this 
Act,  Statute  1782,  c.  16,  are  as  follows :— * 

I.  The  king  was  empowered,  by  a  commission 
under  the  great  seal  of  Ireland,  to  authorize  and 
appoint  any  number  of  persons,  at  any  time  after 
the  1st  day  of  August,  1782,  untU  the  1st  January, 
1784,  to  receive  subscriptions  from  any  p^sons, 
to  pay  into  the  Irish  treasury  the  sum  of 
£600,000  sterling,  to  be  paid  in  money,  or 
treasury  debentures  bearing  4  per  cent,  interest, 
which  should  be  received  at  par,  and  considered 
as  money. 

n.  If  any  person  should  be  willing  to  pav  a 
premium  upon  the  stock,  such  premium  should  be 
applied  to  the  purposes  of  the  bank. 

IIL  The  king  might,  by  letters  patent  under 
the  great  seal  of  Ireland,  limit,  direct,  and  appoint, 
in  what  manner,  and  in  what  proportion  the  said 
sum  of  £600,000  should  be  made  assignable  and 
transferable  to  such  persons  as  should  fnelj  and 
voluntarily  accept  it,  and  to  incorporate  the  pro- 
prietors by  the  name  of  the  Oovemor  and  Gom- 
I>any  of  the  Bank  of  Ireland,  with  full  capacity 
to  pay,  possess,  and  enjoy  all  lands,  rents,  tene- 
ments, and  hereditaments,  of  any  kind,  nature,  or 
quality  whatsoever,  and  to  dispose  of  them  in  any 
way,  and  to  enjoy  the  other  usual  privileges  of  a 
ewporaJ&oia. 

Iv .  No  single  subscriber,  whether  private  or 
a  body  corporate,  to  subscribe  for  more  than 
£10,000  sterling,  one-fourth  of  the  subscription  to 
be  paid  down,  and  the  remainder  before  the  let 
January,  1784. 
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y .  In  case  the  whole  sum  was  not  subscribed 
for  before  the  Ist  January,  1784,  the  Act  was  to 
be  void,  and  all  debentures  and  money  lodged 
with  the  commissioners  should  be  given  back  to 
their  owners. 

VI.  The  said  corporation  should  not  borrow,  or 
give  security  by  biU,  bond,  or  note,  covenant  or 
agreement  under  their  common  seal,  or  otherwise,for 
any  sum  of  money  exceeding  in  the  whole  £600,000 ; 
nor  should  they,  at  any  future  time,  owe  more 
than  that,  unless  by  some  future  Act  of  Parlia- 
ment. And  if  their  debts  or  liabilities  at  any 
fhture  time  exceeded  that  sum,  then  the  members 
of  the  corporation  should  be  liable  in  their  private 
capacities  in  proportion  to  their  respective  stock. 

Vn.  The  interest  granted  by  the  corporation 
fw  money  lent  to  them  should  not  exceed  6  per 
cent.,  and  they  were  not  to  discount  at  a  higher 
rate  than  5  per  cent.,  under  penalty  of  treble  the 
sum  lent. 

Yin.  They  were  especially  debarred  from 
lending  or  advancing  any  sum  of  money,  secured 
by  mortgage,  or  sale  of  landsy  tenements,  or  here- 
dltamento,  redeemable. 

IX.  They  were  forbidden  by  themselves  or 
their  agents,  to  deal  or  trade  with  any  of  the 
stock,  monies,  or  effects  of,  or  any  way  belonging 
to  the  said  corporation,  in  the  buying  or  selling 
of  any  goods,  wares,  or  merchandizes  whatsoever, 
under  penalty  of  treble  the  value  of  the  goods 
dealt  with.  But  they  were  permitted  to  deal 
in  bills  of  exchange,  or  to  buy  and  sell  bullion, 
gold,  or  silver,  or  to  sell  any  goods,  wares,  or 
merchandizes  whatsoever,  whicn  should  really, 
and  bandjidej  be  left,  or  deposited  with  them,  for 
money  lent,  or  advanced,  thereon,  and  which 
should  not  be  redeemed  at  the  time  agreed  upon, 
or  within  three  months  after,  or  fh>m  selling  such 
goods  as  should  be  the  produce  of  lands  pur- 
chased by  them. 

X.  All  their  bills  obligatory,  and  of  credit, 
under  their  seal,  and  issued  to  any  person,  might, 
by  indorsement  thereon,  by  such  person,  be 
assigned  and  transferred  to  any  one  else,  and  so 
on,  any  number  of  times,  by  indorsement,  and 
such  assignment  should  vest  all  property  in  the 
said  bUls,  and  money  due  thereon,  in  the  holder, 
who  m^ht  sue  in  his  own  name. 

XI.  £f  the  corporation,  or  any  member  of  it, 
should  purchase  any  lands,  or  revenues  belonging 
to  the  Crown,  or  advance,  or  lend  to  the  Crown, 
any  sum  of  money  in  any  way  whatever,  except 
by  the  special  authority  of  Parliament,  then  every 
such  person  should  forfeit  treble  the  sum  so  ad- 
vanced, one-half  to  the  informer. 

XII.  If  any  person  obtained  any  judgment 
Against  the  corporation,  for  any  debt  or  sum  of 
money,  and  should  bring  execution  thereon  to 
the  officers  of  the  exchequer,  they  were  required 
to  pay  the  sum  due  to  the  plaintiff,  and  deduct  it 
from  the  annual  sum  due  to  the  corporation. 

XIII.  After  the  passing  of  this  Act,  no  body 
politic  or  corporate  should  be  erected  into  a  na- 
tional bank,  nor  should  any  private  partnership, 
exceeding  six  persons,  borrow,  owe,  or  take  up, 
any  sum  or  sums  of  money,  on  their  bills  or  not<», 
payable  at  demand,  or  at  any  less  time  than  six 
months  from  the  borrowing  thereof,  under  a 
penalty  of  treble  the  amount  so  due. 

XIY.  No  member  of  the  corporation  should 
be  subject  to  the  bankrupt  laws,  in  respect  of  his 


stock,  and  no  stock  of  the  eorporation  to  be  liable 
to  any  foreign  attachment. 

Xy.  The  stock  of  the  bank  was  to  be  per- 
sonal, and  not  real,  estate.  And  the  annuity 
payable  by  the  Crown  was  not  to  be  liable  to 
foreign  attachment.  All  the  debentures  given  in 
by  the  subscribers  to  be  cancelled,  and  an 
annuity  of  £24,000  to  be  given  to  the  proprietors 
of  the  stock,  for  the  use  of  the  subscribers  to  the 
bank. 

XVI.  At  any  time,  upon  twelve  months*  no- 
tice, after  the  1st  January,  1794,  published  in  the 
Dublin  GazeUe,  and  repayment  of  the  principal 
sum  of  £600,000  and  all  arrears,  without  any  de- 
duction whatever,  or  at  any  time  before  the  1st 
January,  1794,  upon  repayment  of  the  said  sum, 
and  by  the  desire  and  consent  of  the  said  gover- 
nor and  company,  duly  expressed,  the  corpora- 
tion was  to  cease  and  determine. 

Xyil.  In  case  of  the  determination  of  the  said 
company,  in  consequence  of  such  notice,  or  re- 
quest, or  in  case  of  insolvency,  before  any  distri- 
bution or  dividend  shall  be  made  of  the  said  stock, 
or  the  produce  thereof,  the  said  governor  and 
company  shall  be  obliged,  in  the  first  instance,  to 
apply  the  said  stock,  and  the  produce  thereof 
then  on  their  hands,  or  a  competent  part  of  the 
same,  to  discharge  and  pay  off  the  total  sum  of 
the  debts  which  they  shall  owe  to  others ;  and  in 
case  the  same  shall  not  be  sufficient  to  pay  off 
«nd  discharge  such  debts  so  due  to  others,  that 
then  each  member  of  the  said  corporation  shall, 
in  his,  her,  or  their  private  capacity,  according 
to  the  proportions  of  their  respective  interests  in 
the  said  capital  stock,  be  liable  to  the  payment  of 
such  debts,  until  the  whole  shall  be  discharged. 

Xyin.  The  dividends  are  to  be  payable 
every  six  months. 

XIX.  No  transfer  of  stock  to  be  valid,  unless 
registered  in  the  Bank*s  books  in  seven  days  from 
the  contract,  and  actually  transferred  in  fourteen. 

XX.  No  act  done  by  the  corporation  should 
forfeit  or  affect  the  private  estate  of  any  member 
of  it. 

385.  The  Bank  began  business  on  the  25th 
June,  1783.  In  1791  by  the  Act,  Statute  1791, 
c.  22,  the  Corporation  was  erected  into  a  per- 
petusd  corporation,  subject  to  the  proviso,  that  at 
any  time  upon  twelve  months*  notice,  to  be  given 
after  the  1st  of  January,  1816,  and  repayment  of 
all  parliamentary  debts  due  to  it,  or  upon  their 
own  desire,  as  in  the  former  case,  the  corporation 
might  be  dissolved.  The  Company  was  allowed 
to  increase  its  capital  to  £1,000,000 ;  £200,000  to 
be  subscribed  and  paid  up  on,  or  before,  the  24th 
June,  1796,  and  the  remainder  on  or  before  the 
24th  June,  1801 ;  and  this  additional  sum  might 
be  applied  to  their  banking  business.  The  new 
subscribers  were  to  be  incorporated,  and  the 
Bank  might  then  increase  their  liabilities  to  the 
amount  of  £1,000,000.  Part  of  the  additional 
profits,  however,  to  be  made  by  this  increase  of 
capital,  were  to  go  to  the  public.  And  if  the 
said  sums  of  £200,000  each  were  not  subscribed, 
and  paid,  within  the  time  limited  by  the  Act,  the 
Company  should  lose  the  benefit  of  the  Act. 

336.  In  1797  the  Bank  was  authorized  by  the 
Act,  Statute  1797,  c.  50,  to  increase  its  capital  to 
£1,500,000,  provided  the  new  stock  was  sub- 
scribed and  paid,  before  the  17th  February,  1798, 
in  certain  instalments  provided.    The  new  sub^ 
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to  be  incorporated  as  the  old  onei^  and 
the  Bank  was  allow^  to  increase  its  liabilities  to 
£1,500,000.  The  new  subscription  of  £500,000 
was  to  be  paid  into  the  Exchequer,  as  a  loan  to 
the  Crown,  for  which  the  sum  of  £25,000  was  to 
be  paid  as  interest,  by  two  half-yearly  payments ; 
and  besides  that,  an  annuity  of  £S  12s.  6d.  per 
cent,  for  nineteen  years  firom  the  24th  of  June, 
1797.  The  sum  of  £2  10s.  per  cent,  was  allowed 
as  discount  for  prompt  payment.  The  interest 
granted  on  the  first  loan  of  £600,000  to  Govern- 
ment was  nused  to  5  per  cent. 

337.  An  Act  also  was  passed  to  confirm  and 
continue  the  minute  of  council  of  the  2nd  of 
March,  1797,  directing  the  Bank  to  suspend  cash 
payments,  as  the  Buik  of  England  had  been 
ordered  to  do  on  the  27th  February.  During  the 
restriction  no  action  was  to  be  maintained  by  any 
person  against  the  Bank  for  the  payment  of  any 
note,  for  which  they  were  ready  to  give  a  note  of 
equal  amount  in  exchange.  And  any  Court  of 
Law  might  stay  proceedings  in  any  action  to 
enforce  payment  until  the  restriction  should  be 
taken  off.  The  Bank  might  pay  any  sum  less 
than  20s.  in  cash,  and  any  sum  for  the  payment 
of  the  army  or  navy,  in  pursuance  of  an  order  of 
council,  which  was  to  be  laid  before  Parliament 
wiUiin  three  days.  But  the  Bank  might  receive 
any  sum  in  cash  firom  any  person,  not  being  less 
than  £50,  and  agree  to  repay  three-fourths  of  it. 
All  payments  in  the  Bank's  notes  during  the  re- 
striction should  be  deemed  payments  in  cash,  if 
made  and  accepted  as  such.  And  no  person  who 
made  a  tender  of  the  Bank's  notes  in  payment, 
should  be  held  to  special  bail.  The  restriction 
on  the  Bank  should  continue  for  three  months 
after  the  restriction  should  be  taken  off  the  Bank 
of  England,  unless  sooner  ordered  to  cease  by  the 
Lord  Lieutenant. 

338.  In  1799,  the  abuses  which  developed 
themselves  both  in  England  and  Scotiand,  under 
the  power  of  unlimited  issues  possessed  by  every 
one,  were  very  annoying  in  Ireland,  and  the  Act, 
Statute  1799,  c.  48,  was  passed  to  remedy  them. 
It  enacted  that  in  future,  all  promissory  or  other 
notes,  or  negotiable  obligations  for  the  payment  of 
lees  than  five  guineas,  except  such  notes  under 
20s.,  as  were  allowed  to  be  issued  by  registered 
bankers,  not  resident  in  Dublin,  should  Im  made 
payable  to  some  certain  person  or  persons  named, 
and  their  place  of  abode  specified  therein.  That 
they  should  bear  date  before,  or  at,  the  time  of 
issuing  them,  and  not  any  subsequent  date,  and 
should  be  payable  within  twenty-one  days  next 
after  the  date  thereof,  and  should  not  be  nego- 
tiable after  that  date.  All  indorsements  were  to 
be  made  before  that  time,  and  all  signatures  and 
indorsements  to  have  at  least  one  attesting  wit- 
ness, whose  name  and  abode  were  to  be  written 
cm  the  note.  During  the  restriction  on  the  Bank 
of  Ireland,  any  person  might  make,  issue,  or  draw 
any  inland  bill  of  exchange,  or  obligation,  for  any 
sum  not  less  than  three  guineas,  and  for  no  sum 
below  it,  and  any  such  obligation,  between  three 
guineas  and  five  guineas,  should  be  made  payable 
to  the  person  by  whom,  or  for  whose  use  the  value 
of  such  obligation  should  have  been  paid,  and  no 
one  else.  Such  obligations  were  to  be  drawn  in 
accordance  with  the  previous  provisions  of  the 
Act.  AU  obligations  under  five  guineas  were  to 
be  payable  only  to  the  person  who  gave  value, 


uiider  the  penalty  of  forfeiting  treble  their  value; 
All  obligations  for  sums  under  20s.  were  to  be 
payable  in  cash  on  demand,  and  only  to  be  issued 
by  registered  bankers.  For  the  convenience  of 
traders^  registered  bankers,  not  resident  in  Dublin, 
might  issue  obligations  for  9s.,  6s.,  and  3s.  9^d., 
singly,  and  not  in  sheets,  and  the  holders  might 
demand  payment  in  Bank  of  Ireland  notes,  and 
in  no  other  form. 

339.  We  have  observed  that,  on  the  passing 
of  the  Bank  Restriction  Act  in  England,  it  was 
generally  expected  that  their  notes  would  fall  to 
a  discount,  but  that  for  a  year  or  two  their  issues 
were  made  witii  so  much  discretion  that  no  dis- 
count took  place.  In  1800,  however,  owing  to 
the  famine,  and  commercial  embarrassments  at 
Hamburgh,  a  great  drain  of  gold  occurred,  and 
the  paper  price  rose  to  £4  5s.,  and  the  exchange 
fell  veiy  rapidly.  It  was  at  this  time  that  the 
great  discovery  was  made,  that  the  rise  of  the 
paper  price  of  gold  above  the  Mint  price  teas  the 
proof  and  the  measure  of  the  depreciation  of  the 
paper  currency.  The  first  writer,  whom  we  are 
aware  of,  who  called  public  attention  to  this,  was 
Mr.  Boyd,  in  a  letter  to  Mr.  Pitt  (Bom).  In  a 
short  time,  however,  the  paper  price  of  gold  fell, 
and  was  not  higher  than  £4,  and  no  very  great 
practical  inconvenience  being  consequent  upon 
this,  the  subject  dropped  out  of  discussion.  The 
issues  of  the  Bank  of  England  were  in  a  very 
severely  contracted  state  in  February,  1797,  at 
the  time  of  the  suspension,  and  many  very  able 
writers,  indeed,  attributed  the  suspension  to  the 
severity  of  the  contraction.  After  that,  they  had 
increased,  but  not  to  any  very  immoderate  amount. 
But  when  the  directors  of  the  Bank  of  Ireland 
were  relieved  fix)m  cash  payments,  they  lost  all 
notions  of  prudence.  In  the  space  of  six  years 
they  increased  their  issues  to  all  but  ^ve  times 
their  amount  at  the  time  of  the  restriction.  For 
while  on  the  1st  January,  1797,  they  were 
£621,917,  by  the  Ist  of  April,  1801,  they  were 
£2,266,471,  and  by  November,  1803,  they  were 
£2,911,628.  And  the  exchange  between  Dublin 
and  London  had  fallen  very  rapidly,  and  propor- 
tionably  to  these  increased  issues.  At  this  time, 
it  is  necessary  to  mention  that  the  Irish  shilling 
contained  13d.,  and  as  both  the  English  and  Irish 
pound  contained  240d.,  a  slight  calculation  will 
show  that  £100  sterling  »  £108  6s.  8d.  Irish 
currency.  Consequentiy,  the  par  of  exchange 
between  Ireland  and  England  was  called  8i. 
Hence,  whenever  the  exchange  was  behw  8},  it 
wM  favourable  to  Ireland,  and  whenever  it  was 
above  8i,  it  was  adverse  to  Ireland.  During  the 
first  year  of  the  restriction,  the  exchange  between 
Dublin  and  London  was  ftivourable  to  Dublin, 
the  exchange  at  the  close  of  the  year  being  7. 
But  immediately  after  that  it  began  to  fiill,  and 
at  the  close  of  1798  it  had  fallen  to  9i,  at  the 
close  of  1799  to  14^  In  1800  it  rose  to  an 
average  of  114,  but  this  was  during  the  period 
when  the  English  exchanges  had  fallen  very  low, 
and  the  paper  price  of  gold  had  risen  to  £4  5s. 
In  1801  the  average  was  a  little  below  13,  in 
1802  it  was  slightly  higher,  but  in  1803  it  rapidly 
fell,  and  in  November  was  at  19.  At  this  time 
the  issues  of  the  Bank  of  Ireland  were  £2,91 1,628. 

340.  This  extraordinary  derangement  of  the 
exchanges  was  productive  of  the  utmost  mischief 
and  confasion  to  all  commerce,  and  was  repeatedly. 
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as  stated  by  Lord  King,  brought  before  the  notice 
of  Parliament  in  the  debates  on  the  Irish  Bank 
Restriction  Bill,  though  it  does  not  appear  in  the 
meagre  reports  that  have  come  down  to  as.  It 
also  attracted  the  forcible  attention  of  economists^ 
and  in  1803  and  1804  appeared  two  most  able 
and  remarkable  tracts,  one  by  Lord  Kine  and 
the  other  by  Mr.  Henry  Parnell,  afterwardi  Sir 
Henry  Parnell,  and  Lord  Congleton,  forcibly  sap* 
sorting  the  doctrines  previously  propounded  by 
Mr.  Boyd,  that  the  depression  of  the  exchange 
below  the  cost  of  transmitting  bullion  from  one 
place  to  another,  was  the  proof  and  the  measure 
of  tiie  depreciation  of  the  paper  currency.  Both 
these  pamphlets  deserve  the  most  attentive  study, 
because  they  most  clearly  and  unanswerably  esta- 
blish the  great  fundamental  proposition  of  a  paper 
currency — Tliat  a  rise  of  the  marketj  or  poper^ 
price  of  gold  above  the  Mint  priee^  and  a  fau  of 
the  foreign  exchangee^  heyona  the  eoit  of  trana» 
mitiing  bullion  from  one  place  to  another^  ie  the 
proof  and  the  measure  of  the  depreeiaHon  of  the 
paper  currenq/, 

34L  Lord  Eing*s  pamphlet,  too,  is  especially 
remarkable  as  contalnmg  the  first  formal  protest 
against  Adam  Smith's  aoctrine,  that  as  long  as 
the  issues  of  Bank  notes  were  confined  to  the  dis- 
count of  mercantile  bills,  founded  upon  real  trans- 
actions and  of  undoubted  solidity,  they  could  not 
exceed  the  amount  which  would  necessarily  cir- 
culate, if  the  currency  was  purely  metallic,  and 
therefore  could  not  be  excessive.  This  doctrine 
was  stoutly  maintained  1^  some  of  the  witnesses 
in  the  Parliamentary  Liquiry,  which  will  be 
shortly  noticed,  as  well  as  by  the  Directors  of 
the  Bank  of  England  before  the  Bullion  Com- 
mittee. This  doctrine  is  very  specious,  but  per- 
fectly delusive,  and  Lord  King  has  the  merit  of 
firat  declaring  its  fallacy.  These  two  little  trea^ 
tises  must  therefore  be  considered  as  among  those 
which  have  established  fundamental  principles 
in  Political  Economy,  and  will  be  found  Mlj 
analysed  in  their  proper  places  (Kiiia,  Lord), 
and  (Pakhbll^.  They  also  deserve  to  be  par- 
ticularly mentioned,  because  they  are  the  true 
founders  of  a  doctrine  whose  discovery  many 
persons  most  unjustly  attribute  to  Ricardo  in 
1809.  And  the  phenomena,  we  are  now  going  to 
consider,  are  precisely  the  same  as  those  which 
led  to  the  appointment  of  the  Bullion  Cknnmittee 
in  1810. 

342.  In  1804  the  extravagant  issues  of  the 
country  bankers  and  others  reached  such  an  in- 
tolerable height,  that  all  the  monetary  transactions 
between  Dublin  and  London  were  deranged, 
while  those  between  Belfast,  where  nothing  but 
specie  was  current,  and  London,  were  perfectly 
regular.  In  the  debate  on  the  Irish  Bank  Re^ 
striction  Bill,  February  13,  1804,  Lord  Archibald 
Hamilton  called  the  attention  of  the  House  very 
strongly  to  the  evils  of  the  excessive  issues  of 
paper.  At  the  time  that  the  Bank  of  Ireland 
R^triction  Bill  passed  the  Irish  House  of  Com- 
mons the  amount  of  notes  issued  was  £600,000, 
and  at  that  time  they  were  ^£2,700,000.  While 
the  par  of  exchange  between  Ireland  and  London 
was  8i,  it  was  then  17, 18,  and  even  19  per  cent, 
and  in  some  instances  20,  and  thus  an  Irish 
gentleman  who  came  to  attend  his  du^  in  Parlia- 
ment, found  at  the  end  of  his  journey,  where  he 
had  allotted  £500  for  his  expenses,  that  only 


£400  were  to  be  received.  Mr.  Foster  declared 
that  he  did  not  believe  tiiat  there  was  one  real 
shiliiuff  to  be  found  from  one  end  of  Ireland  to 
the  other ;  there  was  even  a  scarcity  of  brass. 
Mr.  H.  Thornton,  one  of  the  authors  of  the 
bullion  report,  said  that  it  appeared  to  him  clear, 
that  the  ex6ess  of  paper  circulation  was  the  cause 
of  the  bad  state  of  exchange  in  that  countiy. 

848.  The  state  of  the  exdianges  between  the 
two  countries  was  productive  of  so  much  incon- 
venience, that  on  the  2nd  March,  1804,  Mr. 
Foster  moved  for  a  committee  of  the  House  of 
Commons  to  inquire  into  it.  He  said  that 
guineas  were  then  at  a  premiam  of  2s.  4d.  or 
2s.  6d.  in  the  current  paper  of  the  country,  and 
whatever  causes  it  might  be  attributed  to,  the 
whole  bank  paper  of  Ireland  was  then  at  a  depre- 
ciation of  10  per  cent.  But  even  that  was  not 
the  worst.  There  was  scarcely  anything  in  the 
shape  of  money  to  be  seen,  bat  a  miserable 
coinage  of  adulterated  copper,  and  of  counterfeit 
shillings,  so  bad,  that  for  a  pound  bank  note  even 
at  its  depreciated  rate,  twenty-six  or  twenty- 
seven  of  such  shillings  would  be  given  in  ex- 
change. Mr.  Ponsonby  said  that  no  man,  who 
had  not  been  in  the  country,  could  form  any  con- 
cq[>tion  of  the  distress  from  the  state  of  the  cur- 
rency. There  was  not  to  be  found  in  the  countiy 
parts  of  Ireland  except  in  the  north,  any  descrip- 
tion of  coin  whatever,  except  some  r&cy  bad 
copper ;  silver  or  gold  there  was  none,  mi  as 
something  must  be  used  for  curculation,  there 
were  many  x>ersons  who,  without  any  capital^ 
whatever,  set  up  a  kind  of  banking  shops,  and 
issued  notes  of  6a.  or  a  Is.,  and  a  note  f6r  8s.  6d. 
was  considered  as  a  very  large  one.  Mr.  Fox, 
too,  saw  clearly  that  the  bank  paper  was  depre- 
dated, and  not  the  guinea  that  was  raised.  A 
committee  was  then  appointed  to  inquire  into  the 
causes  of  the  extraordinary  state  of  the  exchange 
between  Dublin  and  En^and,  and  the  state  of 
the  currency  in  Ireland. 

844.  The  circumstances  which  gave  rise  to  the 
appointment  of  this  committee,  and  its  report,  are 
deserving  of  great  attention,  as  this  was  the  first 
parliamentary  investigation  into  the  theory  of  the 
paper  currency,  and  they  are  the  antetype  of  what 
aftiarwards  occurred  in  England,  and  gave  rise  to 
the  appointment  of  the  Bullion  Committee. 

845.  The  evidence  given  before  this  committee 
of  the  state  of  the  currency  of  Ireland,  was  most 
extraordinary.  Mr.  D'Olier,  a  director  of  the 
Bank  of  Ireland,  had  some  of  the  base  currency  in 
circulation  weighed.  He  found  that  it  took  126s. 
to  the  pound  weight,  such  as  remained  of  the  old 
mint  issues  weighed  94s.  6d.  to  the  pound,  being 
delivered  at  the  rate  of  62s.  to  the  pound.  He 
estimated  that  the  best  of  the  base  silver  shUlings 
were  not  worth  6d.,  and  the  worst  about  3d.  The 
makers  of  this  base  coinage  sold  it  to  persons  who 
had  an  opportunity  of  circulating  it,  at  the  rate  of 
from  28s.  to  35s.  the  guinea.  Mr.  Roach  said, 
that  in  the  South  of  Ireland,  the  silver  currency 
had  entirely  disappeared  from  circulation,  and  its 

?lace  was  supplied  by  the  issue  of  silver  notes, 
'hese,  together  with  the  increasing  issues  of 
bankers*  notes  of  all  descriptions,  had  enhanced 
the  price  of  all  articles  of  the  export  trade  above 
their  natural  value,  and  had  created  a  degree  of 
false  credit  in  the  southern  parts  of  Ireland,  which 
increased  the  prices  of  land,  &c.    These  issues  of 
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-sflyer  notes  were  conrtantly  increaainff,  especially 
during  the  last  twelvemonths.  He  said  that  there 
WIS  in  reality  a  very  sood  supply  of  real  silrer 
in  the  sooth  of  Ireland,  which  was  hoarded  and 
concealed,  and  which  would  again  come  into  cir- 
eoUtion,  if  these  silver  notes  were  suppressed  as 
they  ought  to  he.  Traders  almost  universally 
lasned  notes  for  38.  9^.,  and  6s.,  payable  to 
bearer  at  twenty-one  days  afterdate,  to  evade  the 
law.  Mr.  Colville,  a  director  of  the  Bank  of  Ire- 
land, thought  there  might  be  some  small  propor- 
tion of  mint  silver,  greatly  worn,  in  circulation  in 
Dublin,  but  not  more  than  2  per  cent.  This  had 
been  gradually  getting  worse  and  worse  for  more 
than  five  years.  Crowns  and  half-crowns,  origi- 
nally issued  from  the  mint,  were  not  circulated, 
bat  kept  as  curiosities,  and  from  the  high  state  of 
the  exchange,  the  best  peces  were  carefhlly  picked 
ont  for  exportation.  There  were  at  this  time  in 
•Irelaad  7  bankers  issuing  bank  notes,  28  issuers  of 
gold  and  silver  notes,  62  issuers  of  silver  notes,  and 
128  issues  of  I.  O.  U.'s.  In  the  Youghall  district 
alone,  there  were  70  issuers  of  currency,  of  which 
62  issued  I.  O.  U.*s,  from  6s.  down  to  s|d. 

M6.  In  the  North  of  Ireland,  where  nothing 
but  gold  was  current,  the  exchange  at  Belfast 
with  London  had  always  continued  favourable  to 
Belfiist,  and  even  while  the  exchange  at  Dublin 
was  progressively  sinking,  the  exchange  at  Bel- 
ftat  continued  to  rise.  From  1794  to  the  end  of 
1798  the  exchange  had  been  invariably  favourable 
to  Dublin,  being  generally  about  7i,  and  some- 
times even  so  high  as  5,  but  at  the  end  of  1798  it 
feU  to  9 ;  during  1799  it  fell  rapidly  to  14  in  the 
begbinin^  of  December,  but  it  being  expected 
that  Bank  of  Ireland  notes  would  be  exchanged 
lor  those  of  the  Bank  of  England,  it  rose  to  9, 
and  continued  a  little  below  that  rate  during 
1800,  but  at  this  time  the  Bank  paper  in  England 
had  fallen  to  a  considerable  discount.  In  1801  it 
began  steadily  to  fall  again,  and  this  became  much 
more  rapid  and  severe  during  1803.  In  August 
and  September  of  that  year  it  reached  a  depression 
of  19,  and  though  it  afterwards  rose  to  13,  it  con- 
tinaed  to  exhibit  the  most  extraordinary  fluctua- 
tions, and  was  at  18  at  the  end  of  January,  1804, 
when  it  was  brought  before  the  House.  The  follow- 
ing figures  exhibit  the  difference  of  the  exchange 
on  London  between  Dublin,  where  all  the  currency 
was  paper,  and  Belfast,  where  it  was  all  specie : — 

1802  Dablm.  BeUasL 

Average  of  £.  s.  d.  £.  8.  d. 

Ut  Quarter  ...  11    5  11  ..  6  13    4 

9tad     „        ...  11  11    3  ..  7  15    0 

3rd      „       ...  11    2    7  ..  8    0  10 

4th      ,,       ...  10  18    6  ..  7    3    9 

lit  Quarter  ...  11    1    9    ..  7  12    6 

Sod     „       ...  13    8  11    ..  8    8    8 

8rd      „        ...  15  17    0    ..  7  12    6 

4th      „       ...  15    8    7    ..  5  12    6 

1804. 

January  27...  18    00..  600 

At  Newry,  which  was  a  kind  of  debateable 
land  between  specie  and  paper,  the  exchange  upon 
London,  according  as  bills  were  purchased  with 
specie,  or  bank  notes,  was  as  follows : — 

1803.  Specie.  Bank  Notes. 

£  B.  d.  JE  8.  d. 

January  .  .  7  17  6  «  .  .  12 17  6 
April  ..800  ...  13  0  0 
July  ,  .  8  10  0  ...  18  10  0 
October    ..600       ...       15  10    0 

1804. 
January    ..600       ...       16  10   0 


In  1696  the  extremely  depreciated  state  of  the 
silver  coinage  of  England  had  turned  the  ex- 
changes, greatly  against  this  country.  But  it  was 
a  principle  perfectly  well  known  to  the  mer- 
chfuits  of  that  time,  as  any  one  who  reads  the 
pamphlets  of  that  period  may  see,  that  the  real 
exchange  between  any  two  places  could  never  vary 
more  Sum  the  cost  of  sendinf^  huUion  from  one 
place  to  the  other.  The  question,  therefore,  before 
the  committee  was,  to  what  could  this  extraordi- 
nary state  of  the  exchange  at  Dublin  on  London 
be  owing  ?  Especially  what  could  be  the  reason 
of  the  d&Terence  of  the  rate  between  Dublin  and 
Belfast  ?  One  set  of  witnesses  plainly  and  un- 
hesitatingly declared  that  it  was  owing  to  the 
over-issues  of  bank  paper  in  Dublin. 

347.  When  the  directors  of  the  Bank  -of 
Ireland  were  asked  whether  they  thought  the 
Bank's  notes  were  depreciated,  they  indignantly 
repudiated  such  a  notion.  Mr.  Colville,  being 
asked  what  could  be  the  motive  for  so  large  an 
increase  in  its  issues,  as  from  £600,000  to 
£8,000,000  in  so  short  a  time,  said  that  the  course 
of  exchanges  having  about  two  years  after  the  re- 
striction become  very  high,  and  greatly  against 
Ireland,  the  money  of  the  country  was  carried  out 
of  it,  for  the  purpose  of  paying  the  balance  of 
remittances  against  Ireland.  The  consequence 
was,  that  as  the  circulating  medium  of  gold  de- 
creased, it  became  necessary  to  supply  its  place 
with  paper.  He  said  that,  after  the  restriction, 
it  was  necessary  to  supply  notes  for  the  payments 
that  would  have  been  made  in  guineas,  and  this 
amount  he  placed  at  £1,200,000.  He  said  that  he 
thought  it  was  a  very  great  error  to  suppose,  as  wa^ 
generally  done,  that  the  extension  of  paper  in  Ire- 
land has  been  a  cause  of  raising  the  exchange ; 
in  his  opinion  it  was  directly  the  reverse,  inasmuch 
as  the  circulation  of  paper  supplied  the  circulating 
medium,  it  enabled  the  gold,  which  before  stood  in 
its  place,  to  be  exported  out  of  the  country,  and, 
as  far  as  it  went  in  weight  and  measure,  so  far  it 
was  a  dear  and  decided  cause  of  preventing  the 
exchange  from  getting  to  a  higher  pitch  than  it 
had  hitherto  attained.  And  it  was  evident  that 
the  more  paper  issued  by  the  Bank,  in  consequence 
of  an  extension  of  loans,  so  far  as  it  further  ex- 
tended the  notes  of  the  Bank,  it  further  enabled  a 
greater  drain  of  specie  to  take  place,  and  conse- 
quently to  strengthen  the  cause,  which  kept  down 
the  rate  of  exchange.  This  witness  attributed  the 
state  of  the  exchanges  exclusively  to  the  fact,  as 
he  alleged,  that  Ireland  owed  a  great  deal  more 
money  than  she  was  able  to  pay.  These  opinions 
he  repeated  over  and  over  again. 

348.  We  shall  find  in  this  witness's  evidence 
one  of  the  most  curious  specimens  of  reasoning  in 
a  circle,  that  can  be  easily  met  with.  He  was 
asked — **  To  what  do  you  attribute  the  unfavor- 
able exchange  which  has  existed  between  Dublin 
and  London  ? — I  decidedly  and  clearly  consider 
the  sole  efficient  cause  to  be  that  Ireland  owes  a 
great  deal  more  money  to  Great  Britain  than  she 
is  able  to  pay. — What  do  you  take  to  be  the  true 
criterion  of  such  balance  of  debt? — The  true  cri- 
terion I  take  to  be,  the  state  of  exchange  be- 
tween Dublin  and  London,  and  London  and  Dub- 
lin.—  Explain  your  reasons? — When  exchange 
is  considerably  above  par,  it  is  said  to  be  against 
Lreland,  and  in  that  case  certainly,  at  that  time 
Ireland  owes  more  money  than  she  is  able  to 
pay.**    That  is  to  say,  the  reason  why  the  ex- 
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tihatiges  were  unfavorable,  was  beeause  IreliUid 
owed  money,  and  the  proo/th&t  she  owed  money 
was  because  the  exchanges  were  unfavorable! 
Marvellous  logic  1  He  was  asked  if  the  rate  of 
exchange  could  be  influenced  by  the  value  of  the 
medium  in  which  the  balance  of  debt  between  the 
two  countries  was  paid,  as  if,  for  instance,  it  was 
paid  in  a  degraded  or  adulterated  coin.  He  ad- 
mitted it  might  be  so  if  paid  in  base  coin,  but  he 
denied  that  such  views  in  any  way  applied  to 
Bank  of  Ireland  paper. 

349.  Mr.  D*01ier  entirely  coincided  in  these 
views ;  being  asked — "  Do  not  you  conceive  that 
there  may  be  an  augmentation  of  Bank  of  Ireland 
paper,  which  may  be  so  large  as  to  have  the  effect 
of  diminishing  its  value  in  exchange  for  goods, 
supposing  bank  paper  to  be  not  now  convertible 
into  coin,  and  that  the  public  confidence  in  the 
ultimate  solvency  of  the  Bank,  and  even  in  the 
certainty  of  the  Bank  paper  bein^  again  converted 
into  gold,  at  some  remote  and  mdefinite  period, 
mav  be  perfectly  maintained? — I  think  it  pos- 
sible, but  by  no  means  probable.  I  have  heard  it 
stated  that,  because  gold  is  bought  at  a  premium, 
that  therefore  Bank  of  Ireland  notes  are  by  so 
much  depreciated,  and  at  an  absolute  discount  to 
the  amount  of  that  premium,  but  I  do  not  conceive 
that  that  is  the  way  to  look  at  the  question.  The 
circulation  of  the  paper  said  to  be  depreciated, 
must  first  be  proved  to  have  become  burdensome 
to  the  holders,  and  bargains  to  have  been  made 
by  unnecessary  purchasers  to  get  rid  of  that  which 
they  found  inconvenient  or  were  apprehensive  to 
hold.  The  mere  buying  of  gold  at  an  advanced 
price  beyond  that  of  the  Mint  is  the  effect,  and 
not  the  cause,  of  the  exchange,  and  therefore  no 
proof  of  the  depreciation  of  the  paper  itself." 

3^.  The  theory  of  these  gentlemen  was,  that 
the  exchange  could  only  be  depressed  on  account 
of  money  being  remitted,  and  that  it  might  be  de- 
pressed to  any  extent  in  proportion  to  &e  money 
that  had  to  be  remitted.  Now,  if  this  theory 
was  true,  it  happened,  as  may  be  seen  from  the 
above  figures,  that  while  the  exchange  was  ad- 
verse to  Dublin,  it  was  favourable  to  Belfast; 
consequently,  while  enormous  remittances  were 
making /rom  Dublin  to  London,  there  must  at  the 
same  time  have  been  large  remittances  making 
&om  London  to  Belfast,  l^ay,  the  phenomena  at 
*Newry  were  more  astounding  still,  for  at  that 
placet  when  payments  were  made  both  in  specie 
and  paper,  the  exchange,  if  paid  in  specie,  was 
favourable  to  Newry,  and  if  paid  in  paper  was  ad- 
verse ;  consequently,  that  reasoning  would  show 
that  London  was  lai^ly  in  debt  to  Newry,  and 
Newry  enormously  in  debt  to  London ! 

351.  Mr.  Colville  fully  admit^  that  before 
the  restriction,  the  Bank  was  obliged  to  contract 
its  issues  during  an  unfavourable  exchange  and  a 
drain  of  guineas.  He  was  asked,  *'Was  it  the 
practice  of  the  Bank,  antecedently  to  the  restric- 
tion, in  any  degree  to  restrain  the  total  amount  of 
its  loans,  when  it  experienced  a  diminution  of  cash 
in  consequence  of  an  unfavourable  exchange,  or 
of  any  other  circumstances  producing  a  drain  of 
its  guineas  ? — It  must  be  very  obvious  thai,  if  the 
directors  of  the  Bank  did  not  pax/  a  very  great  o^- 
teation  to  such  an  important  consideration^  they 
would  be  very  unfit  to  conduct  the  business  put 
under  their  care.  Do  yon  mean,  then,  to  say, 
that  they  were  accustomed  to  lessen  the  total 


amount  of  their  loans,  inolnding  loans  in  the  way 
of  discounts,  when  they  found  their  guineas  going 
from  them  ? — I  certainly  do.  Did  not  that  limi- 
tation of  loans  necessarily  operate  as  a  limitation 
also  of  the  total  amount  of  their  circulating  paper 
to  an  equal  amount  ? — ^It  certainly  does  generally, 
but  from  the  nature  of  the  case,  it  is  impossible  to 
state  the  specific  proportion.  Would  not  the  Bank 
paper,  in  such  a  case,  be  necessarily  reduced,  not 
only  in  the  degree  in  which  the  loans  were  reduced, 
but  even  in  a  still  greater  degree — namely,  in  the 
same  proi)ortion,  abo,  as  the  gold  of  the  Bank  was 
diminished f — It  certainly  would;  and  in  the 
former  answer  given  I  think  I  have  explained  it. 
•  •  •  Do  yon  admit,  then,  that,  antecedently  to 
the  restriction,  the  paper  of  the  Bank  of  Ireland 
naturally  diminished  Itself  whenever  gold  was 
drawn  out  of  the  coffers  of  the  Bank,  supposing 
even  its  loans  to  remain  the  same  ? — As  the  notes 
came  In  for  payment  of  the  cash,  the  cash  was 
diminished,  and  the  circulation  of  paper  was  di- 
minished in  the  same  proportion ;  but  in  all  these 
cases  the  prudence  of  the  Bank  induced  them  to 
call  in  their  loans,  in  order  to  strengthen  the 
Bank  provisionally  against  the  c<wtinuance  of 
such  a  drain,**  p.  102-3.  There  is  a  good  deal 
more  of  evidence  to  the  same  effect,  the  gist  of 
which  is,  that  before  the  restriction  the  Bsmk  in- 
stinctively felt  it  their  duty  to  contract  their 
issues  during  an  adverse  exchange,  no  matter  how 
good  the  bills  presented  for  discount  were. 

352.  But  at  this  time  the  doctrine  of  Adam 
Smith  was  brought  forward,  which  we  have 
noticed  above,  as  having  been  denounced  by 
Lord  King,  that  the  Bank's  issues  could  not  be 
excessive,  so  long  as  they  were  advanced  on  mer- 
cantile bills  of  undoubted  solidity,  and  based  on 
a  real  transaction.  The  directors  of  the  Bank 
of  Ireland,  of  course,  were  not  likely  to  admit 
that  their  own  notes  were  depreciated,  because 
that  would  be  condemning  themselves.  Several 
of  the  other  witnesses  maintained  the  same  doc- 
trine. Mr.  Irving,  a  merchant  of  London,  waa 
asked,  **Do  you  deal  with  Ireland? — ^I  do;  I 
know  the  Exchange  has  been  high.  Has  there 
been  a  depreciation  of  circulating  paper  in  Ire- 
land f — I  have  heard  so.  Is  it  your  opinion  that 
it  has  been  depreciated  ? — It  is  not  Have  you 
heard  that  guineas  have  been  purchased  for  a 
mremium  there?  —  I  have;  and  I  believe  it. 
Do  you  not  think,  of  course,  that  paper  is  depre- 
ciated, when  guineas  are  bought  at  a  premium  ? 
— I  do  not.  Explain  your  reasons. — ^I  am  of 
opinion  that  a  bank,  managed  with  prudence, 
would  only  issue  its  notes  in  proportion  to  the 
demand,  which  may  be  made  for  those  notes,  in 
exchange  for  good  and  convertible  securities, 
such  as  mercantile  Bills  of  Exchange,  payable  at 
specific  periods,  of  undoubted  respectability, 
founded  upon  real  mercantile  transactions,  upon 
^vernment  s^urities,  such  as  Exchequer  Bills, 
m  the  purchase  of  Spanish  doUars,  or  other  bul- 
lion ;  and  the  circumstance  of  the  bank  notes  of 
Ireland  being  demanded  for  such  good  and  con- 
vertible securities,  I  am  of  opinion,  is  a  proof  that 
they  are  not  too  large  in  amount,  and  that  their 
value  has  not  depreciated.*  •  «  Another  reason 
why  I  am  of  opinion  that  Bank  notes  have  not  de- 
preciated in  value  is,  that  the  interest  of  money  has 
not  been  diminished.  May  not  notes  be  depreciated 
in  the  value  of  their  cuiTency,  although  they  are 


BANKING  IN  IRELAND. 


BANKING  IN  IBELAND. 


145 


1b  no  way  depreciated  in  the  opinion  of  their 
flecority  ? — ^I  think  not,  because,  by  a  parity  of 
reasoning,  it  might  be  said  that  a  guinea  is  also 
depreciated ;  becanse,  comparing  the  quantity  of 
gold  which  is  contained  in  a  guinea,  according  to 
its  Mint  price,  it  would  yield,  according  to  the 
present  market  price  of  that  commodity,  a  pre- 
minm.  Might  not  a  greater  quantity  of  notes 
being  in  circulation  than  the  country  requires,  cause 
their  depreciation? — ^Yes,  I  have  already  stated 
that  Bank  notes  can  only  maintain  their  value, 
when  they  are  demanded  in  exchange  for  good 
and  convertible  securities.**  Now,  we  shall  not. 
In  this  place,  investigate  the  accuracy  of  this 
theory,  because  it  was  reproduped  with  much 

S eater  force  and  emphasis  before  the  Bullion 
)mmittee,  and  the  Irish  Committee  pronounced 
no  opinion  upon  upon  it  in  theur  report.  The 
Bullion  Committee  did  investigate  it,  and  con- 
demned it.  We  only  say  here,  that  it  is  one  of 
the  most  subtle  and  plausible  theories  ever  started, 
but  it  is  in  reality  only  another  phase  of  John 
Law's  theory  of  basing  a  jMiper  currency  on  land. 
If  this  theory  were  true,  the  whole  public  debt  of 
Oreat  Britain  might  at  once  be  converted  into 
notes,  as  well  as  idl  mercantile  bills.  It  is  onlv 
one  form  of  Lawism.  (Bullioh  Rbpobt.  Law.) 
353.  In  1696,  during  the  recoinage  of  the 
silver  money,  the  Bank  of  England  stopped  pay- 
ment, and  a  difference  arose  between  Bank  notes 
and  specie  of  20  per  cent.,  and  between  tallies  and 
specie  of  40  per  cent.,  and  it  was  universally  said 
that  Bank  notes  and  tallies  were  at  a  discount  of 
20  and  40  per  cent,  respectively.  There  is  no 
trace  of  any  other  language  but  that  being  applied 
to  them.  At  the  period  we  are  now  speaking  of, 
the  Irish  Bank  had  suspended  payments,  and 
Irish  Bank  notes  and  specie  excluuiged  at  a  dif- 
ference of  10  -per  cent.,  so  that  it  required  a 
guinea  note  and  2s.  6d.  to  buy  a  guinea  in  specie. 
The  merchants  and  statesmen  of  1696  would  have 
expressed  this  state  of  things  by  saying  that  the 
Bank  note  had  fallen  to  a  dUeount  of  10  per  cent. 
But  at  this  period  a  new  mode  of  expressing  it  was 
discovered;  it  was  stoutly  maintained  that  it  was 
not  the  paper  which  was  depreciated,  but  the 
guinea  which  had  risen  in  value  I  or  was  cmpreci" 
ated^  as  the  jargon  was.  Mr.  Harman,  whom  we 
meet  again  before  the  Bullion  Committee,  was 
asked,  ^Do  you  know  that  the  Bank  of  Ireland 
paper  is  depreciated? — I  am  not  aware  of  it,  be- 
cause I  should  not  say  that  paper  was  depreciated 
unless  there  was  a  forced  issue  of  it,  ana  that  it 
was  offered  at  a  discount  on  all  occasions ;  I  should 
rather  now  say,  that  gold  is  increased  in  ^ue, 
than  the  paper  is  depreciated.  When  2s.  is  given 
in  Ireland  universally  for  the  exchange  of  a  Bank 
of  Ireland  guinea  note  into  gold,  do  you  not  esti- 
mate that  the  note  is  depreciated  to  the  amount 
of  2s.? — ^The  distinction  may  seem  nice,  but 
gnineas  are  wanted  in  Ireland  chiefly  for  one  pur- 
pose— the  trade  of  the  North,  as  I  have  under- 
stood— and  as  the  transactions  of  the  North  are 
are  carried  on  by  guineas  only,  I  apprehend  that 
is  the  cause.  •  •  «  Do  you,  then,  think  the 
present  rate  of  exchange  to  depend  wholly  on  the 
balance  of  payments  due  to  Great  Britain,  and  not 
to  be  affected  by  anythin|^  relating  to  the  circula- 
tion of  that  country,  as  it  at  present  stands  ? — ^I 
am  inclined  to  think  that  the  circumstances  alluded 
to  are  sufficient  to  produce  the  evil.    I  do  not  say 
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there  may  not  be  other  circumstances  which  may 
contribute  towards  it.  I  allude  to  the  balance  of 
debt  which  Ireland  owes.  •  *  •  What  do  you 
consider  to  be  the  best  criterion  of  the  deprecia- 
tion of  paper  currency,  an  alteration  of  its  value, 
compared  with  the  general  property  of  any 
country,  or  its  alteration  compared  with  a  given 
article,  viz.,  guineas  ? — I  think  the  firs  he  best 
criterion,  because  guineas  may  be  wanted,  as  in 
the  present  case,  for  special  purposes.  Is  there 
not  at  present  a  difference  between  the  value  of 
Irish  and  English  Bank  paper  in  Ireland? — For 
the  purposes  of  remittance,  certainly.  Do  you 
not  conceive  that  the  fact  of  a  premium  existinff 
on  English  Bank  notes  in  Ireland,  and  exchanged 
for  Irish  Bank  notes,  affords  some  indication  that 
it  is  Irish  paper  which  is  depreciated,  and  not  the 
price  of  gold  which  is  locally  raised  ? — ^I  do  not.** 

354.  It  is  remarkable  that  when  Mr.  Harman 
said  that  he  considered  the  value  of  paper,  as  re- 
gards other  things,  a  better  criterion  than  its 
value  compared  to  gold,  he  did  not  remember  that 
the  Bank  notes  were  a  ^*  promise  to  pay  **  gold, 
and  they  were  not  a  promise  to  pay  anything  else. 
The  same  opinions  were  expressed  by  other  wit- 
nesses, who  seemed  to  think  that  there  could  be 
no  possible  cause,  which  influenced  the  rate  of 
exchange,  but  the  remittances  to  be  made  to  or 
from  the  country.  When  we  consider  the  nature 
of  an  exchange,  and  the  state  of  facts  proved 
with  regard  to  the  Irish  coinage  at  that  time, 
we  might  almost  smile  at  these  ideas,  and 
attribute  them  to  the  peculiar  modes  of  thinking, 
which  are  sometimes  prevalent  on  the  western 
side  of  St.  George*s  Channel.  But  we  shall  find 
that,  when  a  precisely  similar  state  of  things  took 
place  in  England,  with  regard  to  the  foreign  ex- 
changes, the  very  same  doctrines  were  long  and 
stoutly  asserted  by  a  very  numerous  party  in  this 
country,  and  woirid  probably  be  so  again,  under 
similar  circumstances. 

355.  There  was  one  witness,  however,  who 
held  veiT  different  opinions — ^Mr.  Marshall,  In- 
spector-General of  Imports  and  Exports  of  Ire- 
land. Being  asked,  **What  is  the  rate  of  ex- 
change between  England  and  Ireland,  and  how 
has  it  stood  for  some  time  past? — ^In  order  to  an- 
swer that  question,  I  will  beg  leave,  in  the  first 
place,  to  state  some  facts  which  prove  that  Bank 
notes,  including  bankers*  as  well  as  Bank  of  Ire- 
land notes,  are  not  exchangeable  for  specie  with- 
out a  premium ;  and  then  I  will  proceed  to  state 
some  acknowledged  principles  and  hcts  relative 
to  the  rate  of  exchange,  together  with  such 
opinions  as  I  have  been  enabled  to  form  on  the 
subject.  First,  as  to  the  premiums  on  specie.  A 
premium  has  been  taken  upon  exchange  in  Dublin 
ever  since  the  year  1799,  for  exchangLug  Bank  of 
Ireland  notes  for  specie.  The  premium  did  not 
exceed  5  per  cent,  on  the  amount  of  the  notes  prior 
to  the  summer  of  1803 ;  but  since  that  time  it  has 
risen  to  10  or  12  per  cent.  Secondlv,  there  are 
also  specie  shops,  as  they  are  now  called,  in  some 
of  the  principal  streets  of  Dublin,  with  these  in- 
scriptions over  the  door,  "  Guineas  bought  and 
sold  here,**  and  ^'Bank  notes  exchanged  for 
guineas,**  &c.  &c.  About  the  time  of  the  insur- 
rection, the  23rd  of  July  last,  the  retail  price  of  a 
guinea  in  gold  was  a  paper  guinea  and  2s.  8^d. ; 
on  the  3 1st  December,  1803,  the  day  on  which  I 
made  my  last  inquiry  on  the  subject,  the  retail 
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price  of  a  guinea  in  gold  was  a  paper  goinea  and 
2s.  2d.  Thirdly,  about  the  end  of  December  last, 
the  pnce  of  a  bill  in  Dublin  upon  London  for 
£100  British  was  £116  10s.  Irish,  if  purchased 
with  Irish  Bank  notes,  but  if  purchased  with 
specie,  the  price  was  only  £106  10s.  Irish. 
Fourthly,  but  it  is  not  only  when  we  buy  bills  of 
exchange  that  we  find  out  the  premium,  we  per- 
ceive it  also  in  all  our  domestic  transactions ;  the 
man  who  goes  to  market  with  a  guinea  in  gold, 
has  an  advantage,  to  the  extent  of  the  premium, 
over  another  going  to  market  with  a  guinea  in 
paper.  The  man  with  the  ^inea  in  gold  calls  in 
his  way  to  market  at  a  specie  shop,  and  sells  the 
guinea  for  a  paper  guinea,  and  the  premium ;  he 
has  then  a  bank  note  of  equal  value  with  that  of 
the  other  man,  and  he  has  besides  the  premium. 
Fifth,  the  premium  given  with  Bank  of  Ireland 
notes,  when  exchanged  in  Dublin  for  those  of  the 
Bank  of  England,  is  much  the  same  as  when  ex- 
changed for  specie.  From  these  facts,  it  appears 
that  Irish  Bank  notes  want  10  or  12  per  cent,  of 
the  value  of  specie.  Specie  could  not  have  risen 
.80  high  in  Ireland,  or,  which  is  the  same  thing, 
all  her  commodities  could  not  have  fallen  so  low 
as  10  or  12  per  cent.,  and  have  continued  in  that 
state  for  any  considerable  time,  circumstanced  as 
that  country  is  with  regard  to  Great  Britain ;  be- 
cause such  a  d^ee  of  cheapness  of  all  commodi- 
ties in  Ireland  would  have  attracted  specie  from 
Great  Britain,  where  it  has  not  risen  materially^ 
and  reduced  the  value  of  it  to  the  ordinary  level. 
But  were  it  possible  that  specie  should  have  risen 
with  regard  to  all  commodities  in  Ireland  10  or 
12  per  cent.,  or  any  supposable  height.  Bank 
notes  which  were  issued  ror  specie  at  its  current 
value,  whatever  it  may  be,  ought  of  course  to 
have  risen  pari  passu,  and  to  be  exchangeable  for 
it,  and  therefore,  whatever  Bank  notes  may  now 
want  of  this  exchangeable  property,  must  be  con- 
sidered as  a  falling  off  from  their  original  value, 
or  a  depreciation  to  that  extent.  In  speakins  of 
Bank  notes,  I  speak  of  the  paper  currency  of  fre- 
land  at  large  issued  by  bankers.  Are  you  of 
opinion  that  the  paper  currency  of  Ireland  at 
large  is  depreciated  ?— I  am  clearlv  of  that 
opinion,  for  the  reasons  I  have  mentioned.  To 
what  causes  do  you  ascribe  the  depreciation  of 
paper,  whether  from  discredit,  or  over  issue,  or 
otherwise? — As  to  discredit,  I  never  heard  the 
solvency  of  the  Bank  of  Ireland  doubted  by  any 
one,  and  I  am  inclined  to  impute  it  to  an  over 
issue,  but  I  cannot  give  a  decided  opinion;  I 
mean  an  over  issue  of  paper  in  general,  and  not  of 
the  Bank  of  Ireland  particularly.** 

356.  Mr.  Marshall  then  shewed  most  clearly, 
that  the  real  exchange  arising  from  a  balance  of 
payments  was  in  favor  of  Irel^^d,  and  not  adverse 
to  it  as  appeared  by  the  nominal  exchange.  That 
the  exchange  appeared  to  be  against  Dublin  was 
owing  to  its  always  being  computed  in  bank  notes, 
which  having  ceased  to  represent  the  fidl  quan- 
tity of  specie  for  which  they  were  issued,  required 
an  additional  number  of  them  to  make  up  that 
quantity.  This  additional  number  swelled  the 
exchange,  and  made  it  appear  to  be  against  Dub- 
lin, when  in  reality  it  was  in  its  favw.  The 
proof  that  the  real  exchange  was  in  favor  of 
Dublin  was  very  simple,  because  bills  of  exchange 

Eurchased  with  specie  in  Dublin,  or  with  Bank  of 
reland  notes  equal  in  amount  to  specie  at  their 


market  price,  would  then  yield  about  £1  IBs.  8d 
more  in  London  than  they  would  cost  in  Dublin 
Whereas  during  an  unfavorable  exchange  a  mer- 
chant could  always  get  more  for  his  bill  in  DnbUn. 
than  in  London.  These  facts  decisively  proved 
that  the  real  exchange  was  in  favor  of  Ireland. 

357.  Mr.  MarshaU  put  before  the  committee  an 
elaborate  statement,  regarding  the  true  state  of 
the  balance  of  debt,  to  which  the  lowering  of  the 
exchange  was  attributed;  and  also  to  shew 
whether  the  balance  of  debt  influenced  the  de- 
preciation of  the  paper  currency.  He  said  that 
there  were  some  points  involved  in  obscurity,  but 
at  the  period  of  the  suspension,  it  might  be  as- 
sumed that  the  balance  of  debt  was  in  favor  of 
Ireland,  because  the  exchange  was  then  steadily 
favorable  to  Dublin.  Starting  from  this  point, 
it  might  be  shewn  whether  the  circumstance 
which  had  arisen  since  had  had  any,  and  what, 
effect  upon  the  state  of  thmgs,  assumed  to  have 
been  favorable  at  that  time.  From  this  state- 
ment, Mr.  Marshall  shewed  most  conclusively, 
that  the  balance  of  debt  which  was  favorable  to 
Lreland  at  the  time  of  the  suspension,  had  since 
that  event  become  still  more  favorable  to  it.  Hav- 
ing shewn  that  in  fact  the  balance  of  debt  was  in 
favor  of  Ireland,  his  second  object  was  to  shew 
whether  it  influenced  the  depreciation  of  the  paper 
currency.  He  shewed  that  on  the  3rd  March, 
1797,  when  the  bank  suspended  cash  payments, 
the  exchanges  were  favorable,  and  during  that 
year  a  larger  quantity  of  specie  was  remitted  to 
Ireland  than  had  ever  happened  before.  Never- 
theless, while  tihe  specie  was  flowing  into  Ireland, 
the  depreciation  of  the  notes  commenced.  From 
August,  1801,  to  the  time  he  was  speaking,  April 
24, 1804,  no  remittances  of  consequence  had  been 
made  to  London  in  specie,  **  Bank  notes,  how- 
ever, have  never  ceased,  whether  the  specie  was 
coming  into  Irdand,  or  going  out  of  it ;  whether 
the  exchange  was  under  par  or  above  par ;  whether 
the  balance  of  debt  was  favorable  or  unfovorable, 
to  be  depreciated;  and  the  depreciation  appears 
to  have  been  higher  when  the  balance  of  debt  was 
more  &vorable,  and  lower  when  it  was  less  so ; 
and  ui)on  the  whole  it  is  evident  that  the  depre- 
ciation has  not  been  influenced  by  the  balance  of 
debt.  Do  yon  mean,  then,  upon  the  whole^  of 
your  evidence,  to  give  it  as  your  decided  opinion, 
that  the  general  balance  of  debt  between  England 
and  Ireland,  including  trade,  remittances,  and 
every  species  of  pecuniary  transaction,  has  been 
each  year  since  the  restriction  on  specie,  in  favor 
of  Ireland?— I  do,  very  clearly,  except  during 
the  two  years  of  scarcity,  and  upon  the  whole  six 
years  taken  together  the  general  balance  must 
have  been  considerably  in  ravor  of  Ireland.  Do 
yon  also  mean,  upon  the  whole  of  your  evidence, 
to  give  it  as  your  decided  opinion,  that  there  is, 
and  has  been,  a  depreciation  of  the  paper  cur- 
rency of  Ireland,  and  that  the  high  rates  of  ex- 
change which  have  prevailed,  and  still  prevail, 
have  arisen  from  that  depreciation  ? — ^I  do ;  the 
high  exchange  in  Dublin,  which  has  now  con- 
tinued for  some  years,  must  mo  i>oubt  havb 

ASIBBK,  LIKE  ALL  OTHBB  PEBMAIfEBTLT  HIGH 
BXCHABGBS,  WHICH  HAVB  EVBB  BXI8TBJ>,  FBOM 
THB  DEPEBCIATED  STATE  OF  THE  CUBBBRCT, 
WITH  WHICH  BILLS  OF  EXCHANGE  ABE  PUB- 
CHASED,  and  the  same  remedy  might  perhaps  be 
resorted  to  with  success  in  the  present  case,  which 
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bafl  never  MM  to  be  effectual  on  all  former  occa- 
sions, namely,  a  removal  of  the  depreciation.** 

858.  We  shall  now  give  a  somewhat  fnll 
analysis  of  this  report,  because  it  is  the  first  par- 
liamientary  investigation  into  the  theory  of  the 
paper  currency;  and  though,  comparatively 
speaking,  little  known,  it  is  one  of  the  great 
landmarks  of  Political  Economy.  The  report 
divides  the  inquiry,  Ist,  into  the  state  of  the 
Exchange,  aud  2nd,  the  state  of  the  Currency. 
The  first  of  these,  namely,  the  state  of  the  Ex- 
change, is  considered  under  three  heads: — 

I.  AJ9  to  the  fact  of  an  unfavourable  Exchange 
existing,  and  to  what  extent. 

II.  As  to  the  causes  which  have  created  it. 
m.  As  to  the  remedies  which  can  be  resorted 

to,  for  either  removing,  or  alleviating  the  incon- 
yeniences  arising  firom  it. 

With  respect  to  the  first,  tables  of  the  rates  of 
Exchange  between  Dublin  and  London,  and 
Belfiust  and  London,  had  been  laid  before  them, 
showing  a  difference  of  10  per  cent  between  the 
two,  in  some  cases.  In  the  former  place,  bills 
were  purchased  with  Bank  of  Ireland,  and  other 
bankers*  notes ;  in  the  latter,  with  guineas.  The 
exchange,  if  stated  as  between  Belfast  and  Lon- 
don, appeared  to  be  in  favour  of  Ireland ;  if  stated 
as  between  Dublin  and  London,  to  be  uniformly 
against  Ireland,  ever  since  1798,  and  to  have 
risen  to  an  unprecedented  degree.  The  former 
tiiey  would  call  the  real,  and  the  other  the 
nominal  exchange,  and  the  difference  between 
the  two  arose  from  the  depreciation  of  the  circu- 
lating paper.  It  was  true  that  some  reasons  were 
urged  to  shew  that  it  was  the  value  of  guineas 
that  was  raised ;  but  if  a  person  who  had  a  guinea 
could  buy  with  it,  a  Bank  of  Ireland  guinea  note, 
and  also  two  shillings;  and  if  any  one  who 
wanted  a  guinea,  must  give  a  Bank  of  Ireland 
note,  and  also  two  shillings,  it  is  evident  that  the 
paper  being  of  so  much  less  value  than  the 
gumea,  is  by  so  much  depreciated,  especially 
when  exchange  is  the  obiect  of  inquiry,  which  is 
estimated  by  the  value  of  bullion,  or  specie ;  and 
the  guinea,  being  the  same  coin  current  in  Eng- 
land and  Ireland,  is  the  true  standard  to  which 
the  value  of  the  circulating  paper  is  to  be  referred. 
It  was  not  to  be  supposed  that  by  any  circumstances 

fuineas  can  be  rendered  10  per  cent  higher  in 
reland  than  in  England^  when  the  expense  ofcon* 
veying  them  from  one  country  to  the  o^er^  does 
not  amount  to  I  per  cent.  But  further,  the  cir- 
culating paper  of  Ireland  was  equally  depreciated, 
when  compared  with  a  Bank  of  England  note. 
The  same  premium  was  given  to  obtain  Bank  of 
England  notes  as  guineas ;  and  they  commanded 
the  same  premium  as  guineas.  It  was  therefore 
certain  that  Bank  of  Ireland  paper  was  depre- 
ciated. The  causes  and  the  etkct  of  this  depre- 
ciation on  the  rate  of  exchange  they  would  inquire 
into  afterwards.  The  point  to  be  considered 
next  waa,  whether  the  real  state  of  the  exchange 
was  then  favourable,  or  adverse,  to  Ireland ;  and 
this  was  to  be  kept  separate  from  the  degree  or 
rate  in  which  it  was. 

359.  The  exchange  was  unfavourable  to  a 
countey  when  it  sent  more  money  away  from  it, 
than  it  received ;  because,  of  course,  it  must  de- 
fray the  expense  of  sending  it.  This  expense, 
however,  whUe  guineas  could  be  procured  by  the 
debtor  country,  could  only  amount  to  the  actual 


cost  of  transporting  specie  from  one  country  to 
the  other,  and  between  Dublin  and  London  did 
not  amount  to  more  than  one  per  cent,  including 
insurances ;  but  any  excess  in  the  rate  of  exchange 
beyond  this,  forms  a  separate  consideration,  and 
must  arise  from  other  causes. 

360.  The  real  exchange,  that  Is,  where  the  bills 
of  exchange  are  bought  with  specie,  as  in  Belfast, 
being  in  favour  of  Ireland,  during  the  whole  of  the 
year  1802,  the  committee  examined  documents  to 
ascertain  whether,  upon  the  whole  year's  transac- 
tions, England  was  debtor  to  Ireland,  or  the 
reverse ;  and  the  investigation  would  satisfy  those 
who  thought  that  the  state  of  exchange  depends 
on  the  balance  of  payments,  that  the  rise  of  the 
Irish  exchange  was  not  due  to  that  balance. 
During  that  year,  upon  the  different  accounts, 
there  could  be  no  possible  doubt  that  a  very  large 
balance  was  due  to  Ireland  in  1802 ;  if  it  was 
estimated  according  to  Mr.  Marshall's  principle, 
it  would  be  about  £1 ,241,624.  It  was  undoubtedly 
certain,  therefore,  that  during  1802,  the  balance 
was  in  reality,  favourable  to  Ireland,  and  there 
was  every  reason  to  believe  it  would  be  still 
more  so  during  that  year,  1804.  On  the  lowest 
calculation,  it  would  not  be  under  £2,400,000.  The 
Committee  were  therefore  decidedly  of  opinion 
that  the  real  balance  of  pecuniary  transactions 
was  greatly  in  favour  oi  Ireland,  and  conse- 
quently, that  the  real  exchange  ought  to  be,  and 
was,  under  par.  They  were  therefore  compelled  to 
seek  in  other  causes  than  the  balance  of  debt,  for 
the  unfkvourable  exchange  then  subsisting  between 
the  two  countries,  and  when  they  considered  the 
length  of  time  which  it  had  continued,  and  its 
unprecedented  rise,  and  that  it  was  unfavourable 
not  to  the  debtor,  but  to  the  creditor  country,  they 
concluded  that  the  balance  of  debt  had  operated 
to  lower  an  exchange  rendered  unfkvourable  to 
Irehind  by  other  causes. 

361.  without  questioning  the  policy  of  the 
Irish  Bank  Restriction  Act,  it  was  adopted  purely 
from  English  considerations.  There  was  no  drain 
of  specie,  the  exchange  was  hkhly  fiivourable  to 
Ireland ;  nor  had  the  Bank  of  Ireland  any  reason 
to  dread  anv  alarming  demand  upon  it,  as  the  Bank 
of  England  had.  The  restriction,  however,  was 
supposed  to  be  a  necessary  consequence  of  the 
restriction  in  England.  And  to  the  consequences 
of  that  restriction,  the  committee  attributed  the 
unfavourable  state  of  the  exchange. 

362.  It  compelled  the  Bank  to  refrain  from 
sending  into  circulation  gold,  the  only  common 
medium  between  the  two  countries,  raper  was 
issued  to  supply  the  place  of  the  gold  so  with- 
drawn, and  at  the  same  tune  the  best  and  most 
effective  check  against  the  depreciation  of  paper, 
namely,  convertibility  into  gold  at  the  will  of  the 
holder,  was  removed.  The  Bank,  by  being  re- 
leased fh>m  their  engagements,  were  enoouraffed 
to  make  excessive  issues,  and  the  only  criterion 
they  formerly  had,  a  diminution  of  their  gold, 
which  they  were  accustomed  to  look  to  for 
judging  when  their  paper  became  excessive,  was 
taken  away. 

363.  The  natural  and  constant  effect  of  an 
adverse  exchange,  correcting  itself  by  diminish- 
ing the  issue  of  paper,  was  also  counteracted  by 
this  measure.  For  when  the  exchange  was  so 
adverse  as  to  draw  gold  out  of  the  country,  for 
every  guinea  drawn  out  of  the  bank,  an  equal 
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quantity  of  paper  mnst  be  paid  in  to  buy  the 
guineas.  Besides  that  the  directors  would  be 
probably  induced  to  lessen  their  discounts,  so 
that  the  quantity  of  paper  is  reduced  in  a  greater 
degree  than  the  gold  withdrawn. 

364.  Such  was  the  natural  practice  of  banks 
before  the  restriction.  And  such,  as  stated  very 
clearly  by  Mr.  Colville,  was  the  practice  of  the 
Bank  of  Ireland  before  the  restriction.  If 
prudence  had  not  dictated  such  a  course,  necessity 
would  have  compelled  a  diminution  of  issues,  by 
diminishing  tiie  stock  of  specie,  which  could  only 
be  replaced  at  a  loss,  proportionate  to  the  existing 
rise  of  exchange,  and  the  committee  declared 
that  in  fact  as  weU  as  in  theory^  the  result  of  such 
practice  always  tmu,  and  must  be^  the  reiress  of 
the  unfaoourable  exchange, 

365.  But  the  Restriction  Act  freed  the  di- 
rectors from  that  necessity,  and  so  far  from 
contracting  their  issues  in  consequence  of  the 
unfavourable  exchange,  they  had  increased  them, 
which  the  state  of  the  exchange  would  have  pre- 
vented them  from  doing,  if  they  had  not  been 
relieved  of  the  obligation  to  pay  their  notes  in 
cash.  The  fact  of  the  excessive  issues  of  paper  in 
1753*-54,  and  the  adverse  exchange  which  ac- 
companied it,  proved  that  excessive  issues  of 
paper  produced  a  corresponding  rise  in  the  rate 
of  exchange,  and  when  the  excess  of  paper  was 
annihilate  by  the  fulure  of  the  bankers,  the 
exchange  immediately  became  favourable.  The 
reason  was  obvious — ^the  nominal  rates  of  ex- 
change are  influenced  by  the  medium  in  which 
the  payments  are  made,  and  the  quantity  of  that 
medium,  necessary  to  effect  a  given  payment, 
must  be  increased  as  the  value  of  the  medium  di- 
minishes. This  must  equally  take  place,  whether 
the  payments  are  made  in  a  degraded  or  adulte- 
rated coin,  or  in  a  depreciated  paper. 

366.  The  exchange  between  London  and  Hol- 
land in  1694  was  a  case  in  point.  The  currency 
of  England  was  then  degraded  26  per  cent,  below 
its  proper  value,  and  the  exchange  with  Holland 
was  25  per  cent,  against  England.  As  soon  as 
the  coin  was  reformed,  the  exchange  fell  to  par. 
If  paper,  therefore,  by  depreciation  comes  to  re- 
present a  less  quantity  of  money  than  it  professes 
to  do,  it  must  make  the  exchange  whicn  it  has 
to  pa^  appear  imfavourable,  in  the  same  manner 
as  coin,  which  contained  less  gold  than  it  ought, 
would  do.  And  the  removal  of  the  degradation 
in  the  one  case,  and  of  the  depreciation  in  the 
other,  would  have  the  same  effect  in  bringing  the 
exchange  to  its  true  state. 

367.  The  committee  thought  it  probable  that 
this  depreciation  in  Ireland  arose  almost  entirely, 
if  not  solely,  from  excessive  issues  of  paper. 
They  detailed  the  extraordinary  increase  in  the 
Bank*s  issues,  and  that,  as  Mr.  Colville  admitted, 
the  rise  in  tibe  exchange  was  concomitant  with 
these  extended  issues.  In  Afarch,  1797,  the 
paper  of  the  Bank  was  between  jC600,000  and 
•£700,000,  and  exchange  in  Dublin  was  5J  to  6}. 
In  April,  1801,  the  paper  was  £2,266,000,  and 
exchange  rose  to  11}  and  13.  In  January,  1804, 
the  paper  was  £2,986,999,  and  exchange  rose  to 
17  and  18.  How  far  these  increased  issues  from 
the  Bank  of  Ireland  facilitated  an  increase  from 
private  bankers  was  not  clearly  proved,  but  it 
certainly  did  so  to  >an  immense  extent,  silver 
notes  and  I.  O.  U.*6,  especially,  were  issued  with 


the  greatest  proftision.  In  1799  the  number  (^ 
bankers  issmng  notes  was  eleven;  in  1800,  it 
was  twenty-three ;  in  1801  it  was  twenty-nine; 
in  1802  it  was  thirty ;  and  in  1803,  forty ;  the 
number  of  notes  paying  duty,  in  the  same  periods, 
was,  in — 


1799 
1800 
1801 
1802 
1803 


IJd. 

mii2 

24^673 

941,894 

828,673 

1,110,217 


8d. 
198,861 
147,211 
196,108 
204,940 
256,801 


4d. 
104,248 
65,201 
95,600 
67,594 
90,266 


The  notes  under  three  guineas  requiring  a  l^d. 
stamp ;  those  under  £10,  a  3d.  stamp ;  and  those 
under  £50,  a  4d.  stamp.  These  immense  issues, 
along  with  the  profusion  of  silver  notes,  and  the 
base  and  counterfeit  coin,  kept  up  the  prices  of 
aU  necessaries  and  manufactures,  drove  out  of 
circulation  what  little  good  silver  had  been  in  it ; 
and  above  all,  kept  up  a  high  and  unexampled  rate 
of  exchange  against  the  kingdom,  unwarranted 
in  its  height  and  continuance,  by  any  other  great 
or  adequate  cause  than  that  depreciation,  which 
such  extravagant  issues  had  assisted.  The  total 
number  of  houses  that  issued  tokens  and  notes, 
according  to  the  best  accounts  they  could  procure, 
was  considerably  above  200.  Mr.  Berei|ford,  a 
banker  in  Dublin,  estimated  that  the  country 
issues  had  increased  fourfold  since  the  restriction. 
The  committee  enumerated  some  other  causes, 
which  might  help  to  increase  the  unfavourable 
rate. 

368.  The  repeal  of  the  Restriction  Act,  from 
which  all  these  evils  flowed,  would  undoubtedly 
be  the  great  and  effectual  remedy  for  the  high 
and  fluctuating  rates  of  the  exchange.  The  com- 
mon medium  of  payment  being  thereby  restored, 
the  rise  of  exchange  above  par  would  be  limited 
to  the  expense  of  transporting  specie,  and  paper 
being  convertible  into  gold,  its  depreciation 
would  be  prevented.  The  inconveniences,  how- 
ever, to  which  the  Bank  of  Ireland  and  other 
banks  would  be  exposed,  if  such  a  measure  were 
suddenly  adopted,  at  tiie  present  rate  of  ex- 
change, was  a  strong  argument  against  its  being 
done  at  present.  But  there  was  no  commerciid 
reason  against  its  being  done,  as  the  real  ex- 
change was  undoubtedly  in  favour  of  Ireland. 
The  continuance  of  the  restriction  was  no  doubt 
connected  with  political  considerations,  which  the 
committee  could  not  inquire  into. 

369.  Seeing,  then,  that  the  removal  of  the 
restriction  was  not  to  be  expected  at  that  period, 
it  only  remained  to  consider  what  other  remedies 
might  be  adopted  to  cure  the  evil.  One  which 
had  been  suggested,  was  the  consolidation  of  the 
two  Banks  of  England  and  Ireland,  but  there  did 
not  seem  to  be  any  likelihood  of  effecting  this. 
It  had  also  been  suggested,  that  Bank  of  Ireland 
paper  might  be  made  convertible  into  Bank  of 
England  paper,  either  in  Dublin  or  London,  or 
the  Bank  might  give  bills  of  exchange  on  London 
for  them.  These  means  would  certainly  have 
the  effect  of  rectifying  the  exchange.  The  Bank 
of  Ireland  objected  to  the  difficulty  and  expense 
of  establishing  a  fund  in  London  for  this  purpose. 
But  the  argument  had  no  weight,  because  the 
expense  of  this  would  not  be  so  great  as  the 
Bank  was  subject  to  before  the  restriction,  in 
order  to  maintain  the  convertibility  of  its  notes, 
and  which  they  must  again  incur,  when  the  re- 
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striction  should  be  removed.  Besides,  tbe  Scotcb 
tuinks  had  done  the  yerj  same  thing  with  the 
most  complete  snocess.  The  Scotch  cnrrency 
had  never  varied  from  par  since  thej  had  organ- 
ized a  measure  of  this  sort,  even  dnring  periods 
of  great  discredit,  and  no  restriction  had  been  im- 
porad  on  them,  when  it  was  on  the  Banks  of 
£ngland  and  Ireland. 

370.  The  undoubted  success  of  this  measure,  in 
the  case  of  the  Scotch  Banks,  was  a  strong  argu- 
ment that  the  Bank  of  Ireland  should  do  the 
same  thing.  And  there  was  a  stronser  argument 
still  why  the  Bank  of  Ireland  should  do  it.  The 
Scotch  Banks,  of  their  own  good  sense  and  pa- 
triotism, organised  this  measure,  without  a  pre- 
cedent, and  provided  a  fund  at  their  own  expense, 
but  the  Bank  of  Ireland  had  now  an  opportunity 
of  doing  it  without  any  difficulty,  risk,  or  ex- 
pense. The  sums  to  be  remitted  during  that 
year  from  England  to  Ireland  amounted  to 
je5,000,000  Irish.  This  sum,  or  a  portion  of  it, 
might,  as  several  of  the  witnesses  said,  be  appro- 
priated for  this  purpose.  It  might  be  paid  into 
the  Bank  of  England  to  the  credit  of  the  Bank  of 
of  Ireland,  and  though  no  doubt  it  would  be  an 
expense  to  that  Ban^  it  would  furnish  a  fund  to 
draw  upon,  by  which  it  could  effectually  control 
the  exchange,  and  the  evil  of  the  expense  would 
be  temporary,  the  good  would  be  permanent  to 
the  Bank  and  the  public.  And  the  Bank  having 
a  monopoly  and  a  charter,  were  bound  to  think 
of  the  public  before  their  own  proprietary.  In 
this  case,  however,  it  would  be  found  that  the 
interests  of  the  public  and  the  Bank  were  the 
same,  as  the  Bank  might  make  a  profit  out  of 
tiieir  exchange  dealings.  The  committee  sug- 
gested some  other  minor  remedies  of  the  same 
nature,  as  auxiliary  to  the  chief  one. 

371.  But  all  the  benefits  derived  from  these 
remedies  would  be  of  little  avail,  and  of  very 
short  duration,  if  they  did  not  at  the  same  time 
cure  the  depreciation  of  Irish  paper,  by  diminish- 
ing its  over  issue.  This  consequence  must  neces- 
sauiily  follow  from  Bank  of  Ireland  notes  being 
made  convertible  into  Bank  of  England  notes, 
almost  as  they  would  be  into  gold,  if  the  restric- 
tion were  to  cease.  For  if  their  fund  in  London 
were  too  rapidly  drawn  upon  at  any  time,  they 
must  unmediately  limit  their  issues  to  lessen  the 
demand,  the  notes  would  become  of  equal  value 
with  the  English  notes,  and  therefore  with 
guineas,  so  long  as  the  English  notes  were  at 
par.  n^  did  in  express  terms  declare  their 
dear  opinion  that  it  was  incumheni  on  the  dvrec' 
tors  of  the  Bank  oflrelandt  and  their  indispen- 
sdUe  dutff,  to  limit  their  paper  at  aU  times  of  an 
unfaoourMe  exchange^  during  the  continuance  of 
the  restrietionf  exactly  on  the  same  principle  as 
ihey  wouidy  and  must  have  doncj  in  case  the  r«- 
Mtnction  did  not  exist;  and  that  all  the  evils  of  a 
high  and  fluctuating  exchange  were  to  be  impute 
to  them^  ifiheyfaOed  to  do  so.  The  effect  which 
makinff  Bank  of  England  notes  procurable  in 
Ireland  would  have  on  the  exchange,  was  clearly 
shewn  by  tiie  great  fall  in  it  in  March,  April,  and 
May,  1797,  when  Grovernment  passed  Bank  of 
England  notes  in  Dublin.  It  would  also  have 
the  beneficial  effect  of  making  the  transition  to  a 
resumption  X)f  cash  payments  more  easy,  when- 
ever other  circumstances  permitted  that  event  to 
take  place.    Nevertheless  this  reduction  in  the 


quantity  of  paper  should  take  place  gradually 
and  cautiously. 

372.  But  measures  should  also  be  taken  to  re- 
duce the  quantity  of  the  private  bankers*  and 
others*  paper  in  circulation.  The  laws  respecting 
the  registry  of  bankers,  and  the  full  payment  of 
stamp  duties,  which  were  very  generally -evaded^ 
should  be  strictly  enforced.  It  might  be  advis- 
able to  forbid  all  bankers,  except  the  Bank  of  Ire« 
land,  to  issue  any  notes  under  ten  guineas,  and  as 
soon  as  a  proper  and  sufficient  silver  currency 
could  be  procured,  all  silver  notes  should  be 
suppressed. 

373.  The  committee  called  attention  to  the 
miserable  state  of  the  Irish  small  currency,  and  to 
the  circulation  of  dollars,  stamped  to  pass  as  to« 
kens.  They  recommended  that  the  Irish  currency 
should  be  equalized  with  the  English,  by  making 
the  Irish  shilling  I2d.,  before  any  new  coinage 
was  struck,  and  that  all  distinctive  marks  between 
the  English  and  Irish  copper  coinage  should  be 
abolish^,  and  that  the  English  copper  coinage 
should  be  as  current  in  Lrel^d  as  the  silver  and 
gold  coinage. 

374.  This  admirable  report  is  the  first  parlia- 
mentary investigation  into  the  theory  of  a  paper 
currency,  and  is  remarkable  as  the  first  authorita- 
tive declaration  that  it  ought  to  be  governed  by 
the  foreign  exchanges.  In  this  it  fully  adopted 
the  truths  demonstrated  by  Mr.  Boyd,  Lord  Kine, 
and  Mr.  Pamell,  and  is  in  entire  accordance  wiUi 
the  more  celebrated  Bullion  Report  of  1810.  It, 
however,  did  not  discuss  the  new  theory  pro- 
pounded, that  the  paper  curren^  should  be  regu- 
lated by  the  mercantile  bills  offered  for  discount 
This  the  bullion  committee  did,  and  entirely  con- 
demned it. — (Bullion  Repobt).  No  one  who  has 
paid  any  attention  to  the  principles  of  the  subject, 
and  carefully  considered  the  facts  produced  before 
the  committee,  can  foil  to  acquiesce  in  their  judg* 
ment ;  and  there  is  one  remarkable  circumstance^ 
which  we  must  note,  as  it  occurred  again  before 
the  bullion  committee,  that  not  one  of  the  profes- 
sional witnesses,  i. «.,  the  directors  of  the  Bank  of 
Ireland,  or  the  private  bankers  examined,  had 
attained  the  smallest  glimpse  of  the  principles 
which  governed  their  own  business,  and  by  which 
they  should  have  directed  their  policy.  Its  true 
principles  were  clearly  seen  and  announced,  solely 
by  the  extra-professional  witnesses,  and  laid  down 
by  the  statesmen  who  formed  the  committee. 

375.  The  presentation  of  this  report  does  not 
seem  to  have  excited  any  discussion  in  the  House 
till  many  years  afterwards ;  but  it  seems  to  have 
produced  a  temporary  effect  on  the  policy  of  the 
bank,  for  in  May,  June,  and  July,  1804,  the  direc- 
tors reduced  tiieir  issue  by  half  a  million,  and  the 
exchange  fell.  They  increased  them  again  in 
August,  and  the  exchange  rose.  In  November, 
1804,  a  large  loan  for  Ireland  was  negotiated 
in  England.  This  was  done  by  sending  over 
£200,000  of  Bank  of  England  post  bills  to  Dublin, 
and  selling  them  there ;  they  were  first  advertised 
at  1 IJ,  but  only  £170,000  were  subscribed.  They 
were  then  reduced  to  10,  but  that  did  not  increase 
the  bidders.  They  were  then  obliged  to  sell  them 
at  par,  8^,  in  order  to  procure  the  sums  necessary 
for  the  public  service.  These  caused  the  exchange 
to  fluctuate  between  par  and  10  or  1 1.  The  Chan- 
cellor of  the  Exchequer  (Addington)  said  that  it 
was  a  perversion  of  terms  to  infer  that  the  depre- 
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ciation  of  paper  had  any  real  effect  on  the  ex- 
change.   He  allowed  that  the  excesaiTe  issne  of 
paper  produced  a  depreciation.    The  fact  waa 
that  in  each  conntry  there  was  a  different  circu- 
lating medlnm,  and  the  depreciation  of  either  oonld 
only  hare  a  nominal  effect  on  the  conree  of  ex- 
change.   Mr,  Fox  was  glad  to  hear  that  the  Chan- 
cellor of  the  Excheqner  allowed  that  an  excessive 
issue  caused  a  depreciation,  and  that  the  House 
was  never  again  to  hear  the  fantaetieal  opinion  that 
paper  was  not  depreciated^  but  the  vaiue  of  gold 
raised,  as  well  as  that  these  evils  proceeded  ex- 
clusively from  the  restriction  on  the  baiik.    Mr. 
Fox's  exultation  was  premature.     Had  he  but 
lived  six  years  longer,  he  would  have  found  that 
this  fEoxtastical  ojpinion  not  only  reappeared,  but 
was  maintained  with  greater  stubbornness  and  per- 
tinacity than  ever,  and  that  too  by  some  of  the  very 
statesmen  who  framed  the  Irish  report.    In  1805 
the  small  notes  under  £1  were  abolished,  in  ac- 
cordance with  the  recommendation  of  the  com- 
mittee.   In  1808,  by  the  Act,  Statute  1808,  c.  103, 
the  capital  of  the  bajik  was  raised  from  £1 ,500,000 
to  £2,000,000.    In  1809,  Mr.  Famell  brought  a 
motion  forward  in  the  House  of  Commons,  to  assi- 
milate the  currency  of  Ireland  to  that  of  England, 
in  accordance  with  the  recommendation  of  the 
committee,  but  it  was  negatived  without  a  divi- 
sion.   The  exchange  at  that  time  was  actually  in 
favor  of  Dublin,  as  the  Bank  of  England  was  now 
entering  on  that  wild  career  of  excessive  issues, 
which  produced  the  derangement  of  the  English 
exchanges,  which  gave  rise  to  the  bullion  report. 
During  the  vear  1804,  the  exchange  at  Dublin  on 
London  sradually  diminished  from  17,  at  which  it 
was  in  March,  to  11^  at  the  end  of  the  year,  at 
which  it  continued  with  no  remarkable  fluctuation 
for  about  two  years.    At  the  beginning  of  1808  it 
stood  about  9i,  and  then  gradually  rose  in  1809, 
the  Bank  of  England  then  extending  her  issues, 
and  in  1810,  at  the  time  of  the  bullion  report,  it 
stood  at  8i,  the  Bank  of  England  note  itself  being 
depreciated  about  15  per  cent,  at  that  time.    Mr. 
Coningham,  a  London  merchant,  who  was  ex- 
amined before  the  committee  of  1804,  and  who 
was  of  opinion  at  that  time  that  the  Irish  paper 
currency  was  depreciated,  when  examined  before 
the  bulUon  committee  in  1810,  said  that  the  Irish 
currency  had  not  altered  its  value,  compared  to 
the  currency  of  continental  countries,  since  1804. 
In  1812,  Lord  Stanhope's  Act,  declaring  it  a  mis- 
demeanour to  make  a  difference  in  payments  be- 
tween guineas  and  bank  notes,  was  extended  to 
Ireland,  in  respect  to  the  Bank  of  Ireland  notes. 

876.  The  Act  made  in  the  Irish  Parliament  in 
1797»  for  confirming  and  continuing  the  order  in 
council  for  restraining  cash  payments,  was  con- 
tinued by  the  Act,  Statute  1802,  c.  45 ;  it  was  fur- 
ther continued  by  the  Act,  Statute  1803,  c.  44; 
farther  continued  by  the  Acts,  Statutes  1804,  c.  21 ; 
1814,  c.  130;  1815,  c.  41 ;  1816,  c.  48;  and  1818, 
c.  60.  These  enacted  that  the  restrictions  on  the 
Bank  of  Ireland  should  continue  for  three  months 
after  the  Bank  of  England  had  resumed  cash  pay- 
ments. By  the  Act,  Statute  1819,  c.  24,  the  Bank 
of  Ireland  was  forbidden  to  cash  any  notes  in 
terms  of  the  notices  which  it  had  given  of  resum- 
ing payments  pari  passu  with  the  Bank  of  Eng- 
land. And  by  the  same  Statute,  c  99,  it  was 
enacted  that  between  the  5th  April  and  the  Ist 
November,  1820,  the  bank  should  be  obliged,  on 


any  one  presenting  notes  to  an  amount  not  less 
than  of  the  value  of  60  oa.  of  gold,  calculated  at 
the  value  of  £4  Is.  per  ounce  British,  to  pay  the 
same  in  standard  gold.  Between  the  Ist  November, 

1820,  and  the  Ist  June,  1821,  the  same  amount  of 
notes  was  to  be  paid  oa  demand  in  gold,  at 
£3  198.  6d.  per  ounce;  and  between  the  1st  June, 

1821,  and  the  1st  June,  1823,  the  rate  was  to  be  at 
£3  17s.  10^.  per  ounce.  During  the  first  men- 
tioned period,  it  might  make  payments  at  any  rate 
between  £4  Is.  and  £S  19s.  6d. ;  during  the  se- 
cond, at  any  rate  between  £3  19s.  6d.  and 
£3  17  lO^d.,  upon  giving  three  days'  notice  in  the 
DubKn  Oazette ;  and  after  they  had  once  lowered 
them,  they  were  not  to  raise  them  a^;ain.  These 
amounts  could  only  be  demanded  m  ingots,  or 
bars  of  60  ounces  each.  After  the  1  st  June,  1 822, 
the  bank  might  resume  payments  in  coin. 

877.  In  1821,  by  the  Act,  Statute  1821,  c.  27, 
the  Bank  was  allowed  to  resume  payments  in 
cash  on  the  1st  of  June  of  that  year,  if  they  chose. 
No  person  who  was  offered  payment  in  coin  could 
demand  ingots.  But  those  who  were  not  offered 
ingots,  might  demand  coin. 

378.  In  1818  and  1819,  which  we  have  ahready 
shewn,  was  a  period  of  monetary  derangement  in 
England ;  there  was  a  general  convulsion  in  Ire- 
land, especially  in  the  South.  Nearly  every 
banker  m  the  three  southern  provinces  failed. 
It  was  then  at  last  determined  to  break  up  the 
monopoly  of  the  Bank  of  Ireland,  to  a  certain  ex- 
tent, to  encourage  the  formation  of  banks  more  on 
the  Scotch  plan  of  having  a  very  large  number 
of  partners.  By  the  Act,  Statute  1821,  c.  72,  the 
Bank  of  Ireland  was  authorised  to  advance  to 
Government  the  sum  of  £500,000  Irish  currency, 
at  4j)er  cent.,  for  17  years,  to  be  repaid  on  the 
Ist  January,  1838.  The  Bank  was  allowed  to 
increase  its  capital  from  £2,500,000  Irish,  at  which 
it  then  stood,  to  £3,000,000  Irish.  The  notes  of  the 
Bank  of  Ireliud  were  also  ordered  to  be  received 
in  payment  of  all  sums  to  the  public  revenue.  It 
was  also  enacted  that  any  partnership  in  Ireland, 
exceeding  six  persons,  and  having  their  houses 
of  business  at  any  place  not  less  than  fifty  Irish 
miles  from  London,  might  borrow,  owe,  or  take 
up  any  sum  or  sums  of  money  on  their  bills, 
or  notes,  payable  on  demand,  and  make,  and 
issue  such  notes,  at  any  place  more  than  fifty 
miles  from  Dublin.  Every  member  of  such  a 
partnership  should  be  liable  to  the  fhll  extent  of 
his  means  for  the  payment  of  these  notes.  But 
such  partnership  were  not  to  have  any  other 
privilege,  or  power  conferred  upon  them,  until 
the  1st  of  January,  1838,  nor  until  the  repayment 
to  the  Bank  of  Ireland  of  all  sums  due  to  it  by 
the  government  As  fifty  Irish  miles  were  equal 
to  sixty-five  English  ones,  this  Act  confined  the 
monopoly  of  the  Bank  to  that  limit. 

379.  The  very  narrow  opening  which  was 
effected  in  the  monopoly  of  the  Bank  of  Ireland, 
by  the  Act  just  mentioned,  produced  no  good. 
All  sorts  of  doubts  and  legal  objections  were 
taken  to  it,  and  it  was  even  maintained,  and  suc- 
cessfully too,  that  every  partner  in  an  Irish  joint 
stock  bank  must  be  resident  in  Ireland.  This  of 
course  precluded  any  such  plan  as  Having  a  head 
office  in  London  with  branches  in  the  provinces 
of  Ireland.  Thus  all  English  capital  was  at  once 
excluded  frt>m  banking  in  Ireland.  By  the  Act, 
Statute  1824,  c  73,  further  facilities  were  given, 
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some  institntioiiB  were  commenced,  but  the  Act 
befju^  insufficient  for  its  purpose,  it  was  repealed 
hy  the  Act,  Statute  1825,  c.  42,  which  was  the 
model,  upon  which  the  Joint  Stock  Banking  Act 
was  fiiimed  in  the  following  year.   By  this  Act — 

I.  Any  persons  exceeding  six  in  number,  and 
not  haying  any  house  of  business  within  fifty 
(Irish,  i>.  sixty-five  English)  miles  from  Dublin 
may  borrow,  owe,  or  take  up  any  sum,  or  sums 
of  money,  on  their  bills,  or  not^  at  any  place 
in  Ireland,  beyond  the  prescribed  limit,  each 
member  being  fully  responsible  for  the  payment 
of  all  such  bills  and  notes. 

II.  No  such  partnership  could  by  themselves, 
or  their  agents,  pay,  issue,  or  re-issue,  within  the 
same  limits  any  of  the  company*s  bills,  or  notes 
payable  on  demand,  or  any  bank  post  bill,  or 
draw  upon  any  agent,  within  that  limit,  any  Bill 
of  Exchange  payable  on  demand,  or  for  less  than 
£SO.  Nor  were  they  to  issue  any  such  Bills  in 
Enghmd,  or  Dublin,  or  within  f3%y  miles  of  it, 
payable  on  demand,  or  at  any  less  time  than  six 
months 

m.  Any  person  residing  in  Great  Britain,  or 
Ireland,  might  subscribe  to  such  a  partnership. 

ly.  Every  such  banking  partnership  was  to 
deliver  and  register  at  the  Stamp  office  in  Dublin, 
an  account  of  the  names  of  its  partners,  and  of 
two  of  them  resident  in  Ireland,  who  were  called 
the  public  officers  of  the  company,  in  whose 
name  they  might  sue  and  be  sued;  and  a  variety 
of  other  particulars. 

A  number  of  enactments  were  also  made  for 
the  purpose  of  fiicilitating  legal  proceedings  by 
and  against  such  partnerships.  By  chap.  98  of 
the  same  Statute,  the  Bank  of  Ireland  was  for- 
bidden to  circulate  any  more  of  the  tokens,  which 
it  had  issued  in  1804,  to  supply  a  better  currency 
than  was  then  in  existence.  These  token  were 
not  to  be  current  after  the  5th  January,  1826; 
and  £500,000  was  voted  out  of  the  consolidated 
fund,  to  withdraw  them  from  circulation. 

380.  A  very  important  Act  was  also  passed  in 
the  same  year;  for,  by  chapter  79,  provision  was 
made  to  carry  out  the  recommendation  of  the 
cmnmittee  of  1804,  that  the  currencies  of  Great 
Britain  and  Ireland  should  be  assimilated.  The 
Act  was  to  commence  on  the  5th  January,  1826, 
and  after  that  date  the  currency  of  Great  Britain 
was  to  be  the  currency  of  the  United  Kingdom, 
and  all  contracts  of  every  sort  and  description 
were  to  be  made  in  that  currency  alone.  All 
Irish  contracts,  and  obligations  in  Iri^  currency, 
made  before  the  commencement  of  the  Act,  were 
to  be  carried  into  effect,  and  satisfied  by  British 
currency,  of  the  amount  of  12-13ths  according  to 
Irish  currency.  Provision  was  made  for  cases  in 
which  any  amount  of  currency  in  one  came  to  a 
fractional  part  of  a  penny,  or  a  shilling,  in  the 
other.  ^  On  a  given  day,  to  be  determined  by  pro- 
clamation, the  Irish  copper  coinage  was  to  be 
called  in,  and  the  British  copper  coinage  substi- 
tuted. All  notes  of  bankers  were  in  foture  to  be 
in  British  currency. 

381.  The  first  bank  which  was  formed  under 
the  new  law,  was  the  Provincial  Bank  of  Ireland. 
This  was  b^gunjd;  the  end  of  1824,  and  opened 
its  first  branch  at  Cork  in  September,  1825.  A 
considerable  amount  of  jealousy  was  displayed 
towards  it  by  the  Bank  of  Ireland.  The  Provin- 
cial made  its  notes  payable  at  its  Dublin  agents, 


and  the  Bank  of  Ireland  brought  an  action  against 
them  for  an  infringement  of  their  charter,  in 
1828,  which  was  decided  in  their  favor.  The 
Provincial  Bank  presented  a  £100  note  of  the 
Bank  of  Ireland,  at  one  of  its  branches,  and  de- 
manded gold  for  it,  the  agent  declined  to  pay  it  as 
he  had  no  orders  to  do  so.  Upon  this  the  Provin- 
cial Bank  protested  the  note  for  non-payment, 
but  it  was  held  that  the  Bank  of  Ireland  was  not 
bound  to  pay  its  notes  in  gold,  except  in  Dublin. 
By  the  Act,  Statute  1828,  c.  81,  all  banks  must 
pay  their  notes  at  the  place  of  issue. 

382.  By  the  Act,  Statute  1824,  c.  159  (local 
and  personal),  a  company  was  establi3hed  called 
the  Hibernian  Joint  Stock  Company,  or  the  Hi- 
bernian Bank,  for  the  purpose  of  purchasing  and 
selling  annuities,  and  all  public  and  other  securi- 
ties, real  and  personal,  in  Ireland,  and  to  advance 
money,  and  make  loans,  on  real  and  peipnal 
security,  at  legal  interest,  and  on  the  security  of 
merchandize,  and  manufactured  goods,  and  it 
might  sue  and  be  sued  in  the  name  of  the  gover- 
nor, or  secretary  for  the  time  being.  This  bank, 
something  of  the  nature  of  the  Million  Bank,  is 
established  in  Dublin ;  it  does  not  issue  notes,  but 
has  acted  as  agent  to  some  of  the  country  banks. 

383.  The  strong  i)olitical  feeling,  which  has 
done  so  much  to  retard  the  advancement  of  Ire- 
land, vented  itself  repeatedly  in  runs  upon  the 
banks,  especially  on  me  Provincial.  These  took 
place  in  1828,  twice  in  1830,  1831,  1833,  1836, 
1856,  and  1857.  The  way  in  which  this  bank,  aa 
well  as  the  other  establishments  in  Ireland  have 
withstood  these,  proves  their  solidity,  and  good 
management,  and  is  a  striking  contrast  to  the 
wretched  system  that  prevailed  before  their  insti- 
tution. There  have  undoubtedly  been  some  fai- 
lures, as,  for  instance,  the  Agricultural  and  Com- 
mercial Bank,  which  was  one  of  the  largest  in 
Ireland,  stopped  in  1836,  after  having  been  in 
operation  little  more  than  two  years,  and  was 
dissolved  a  few  years  afterwards.  But  there  can 
be  little  doubt  that  a  solid  banking  system  has 
been  at  length  founded  in  that  country,  and  that 
it  will  in  due  time  bear  its  usual  fruits  in  the 
civilization  and  improvement  of  the  country. 

884.  Simultaneously  with  his  Act  to  regulate 
the  issue  of  Bank  Notes  in  Scotland,  Sir  Robert 
Peel  passed  an  Act  for  a  similar  purpose  regard- 
ing Ireland.  The  chief  provisions  of  this  Act» 
Statute  1845,  c.  37,  are  as  follows . — 

I.  From  and  after  the  6th  day  of  December, 
1845,  the  clauses  in  the  Bank  of  Ireland  Act, 
prohibiting  banking  partnerships  from  being 
formed  with  more  than  six  partners,  were  re- 
pealed. And  on  and  after  that  day  banking  part- 
nerships may  be  founded  of  any  number  of  per- 
sons, and  carry  on  business  in  Dublin,  and  within 
fifty  miles  of  it,  as  freely  as  they  may  beyond  that 
limit,  provided  all  the  members  are  liable  for  all 
the  debts  of  the  partnerships. 

U.  The  capital  of  the  Bank  of  Ireland  lent  to 
Government,  amounting  to  ^£2,637,769  4s.  8d., 
was  made  chargeable  on  the  consolidated  fund  of 
the  United  Kingdom,  subject  to  redemption.  And 
an  annuity  of  £92,076  18s.  5d.  should  be  paid  to 
the  Bank,  being  interest  at  3}  per  cent. 

III.  The  Bank  was  to  manage  the  public  debt 
of  Ireland,  and  pay  all  the  dividends,  &c.,  with- 
out any  remuneration. 

lY.  The  corporation  may  be  dissolved  at  any 
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time  upon  twelve  months*  notice  to  be  given  after 
tiie  1st  January,  1855. 

y.  The  clause  in  the  Statute  1759  (the 
Bankers*  Act),  prohibiting  public  officers  from 
bemg  partners  in  banks,  was  repealed. 

YI.  Bank  of  England  notes  might  circulate  in 
Ireland,  but  were  not  to  be  legal  tender  there. 

Vn.  All  bankers,  claiming  to  issue  notes,  were 
to  give  notice,  within  a  month  after  the  passing 
of  the  Act,  to  the  Conmiissioners  of  Stamps  and 
Taxes  in  London,  who  were  to  ascertam  the 
average  amount  of  notes  which  the  banker  had  in 
circulation  during  the  year  preceding  the  1st 
May,  1845,  and  it  should  be  lawful  for  the 
banker  to  issue  from  the  6th  of  December,  1845, 
such  average  of  notes,  together  with  notes  to  the 
amount  of  gold  and  silver  coin  held  by  him. 
And  after  the  6^  of  December,  1845,  no  person 
was  to  commence  issuing  notes. 

yUI.  If  any  banks  had  become  united  daring 
the  year  mentioned,  the  commissioners  might 
ascertain  the  average  issued  by  each  banker,  and 
the  united  bank  might  issue  an  amount  equal  to 
the  average  of  each  separate  one. 

IX.  If  two  or  more  banks  unite  after  the 
passing  of  the  Act,  the  united  bank  may  issue  to 
the  amount  of  the  separate  banks,  together  with 
the  monthly  average  of  the  gold  and  silver  coin 
held  by  them. 

X.  Banks,  which  possessed  the  privilege  of 
issuing  notes,  might  contract  with  the  Bank  of 
Ireland  to  issue  its  paper  instead  of  their  own, 
but  a^r  they  had  once  discontinued  their  privi- 
lege of  issue,  they  were  not  to  resume  it. 

XI.  After  the  6th  December,  1845,  no  banker 
was  to  have  in  circulation,  upon  an  avei'age 
period  of  four  weeks,  a  greater  amount  of  notes 
than  his  authorised  issue,  together  with  the 
average  amount  of  gold  and  silver  coin  held  by 
him  during  the  same  four  weeks. 

XII.  All  bank  notes  after  the  6th  December, 
1845,  were  to  be  for  a  certain  number  of  pounds 
sterling,  without  any  fractional  parts  of  a  pound, 
with  a  penalty  of  £20  for  every  breach. 

XUI.  All  bankera  issuing  notes  after  the  6th 
December,  1845,  were  to  transmit  weekly  ac- 
counts to  the  Commissioners  of  Stamps  and  Taxes, 
shewing  the  number  of  notes  they  had  in  circula- 
tion the  preceding  Saturday  at  Uie  close  of  busi- 
ness, distinguishing  the  notes  of  £5  and  upwards, 
and  those  below  £5,  and  also  a  daily  account  of 
the  gold  and  silver  coin  held  by  them,  at  each  of 
the  places  of  issue  in  Ireland,  and  all  other  cal- 
culations, necessary  to  verify  the  amount  of  his 
circulation  during  each  period  of  four  weeks. 

XIV.  The  amount  of  silver  coin,  upon  which 
notes  might  be  issued,  was  not  to  exceed  one- 
fom'tli  part  of  the  gold.  And  if  any  banker 
issued  in  excess  of  his  authorised  issue,  he  was  to 
forfeit  the  excess. 

XV.  After  the  1st  of  January,  1846,  no  notes, 
bills,  drafts,  or  undertakings  in  writing,  were  to 
be  mode,  issued,  or  negotiated  in  Ireland,  for  any 
less  sum  tiian  twenty  shillings,  under  a  penally 
of  not  less  than  £5,  or  more  than  £20,  for  each 
offence. 

XVI.  All  promissory  notes,  bills,  drafts,  or 
undertakings  in  writing,  being  negotiable  or 
transferable,  for  the  payment  of  20s.,  or  any  sum 
above  that  and  under  £5,  or  any  similar  instru- 
ment, upon  which  a  similar  sum  remains  undis- 


charged, and  which  should  be  Issued  in  Ireland 
after  the  1st  January,  1846,  shall  specify  the 
names  and  places  of  abode  of  the  persons  respec* 
tively,  to  whom,  or  to  whose  order  the  same 
shall  be  payable,  and  shall  bear  date  before,  or 
at  the  time  of  drawing,  or  issuing  thereof,  and 
not  any  day  after  it,  and  shall  be  made  payable 
within  the  space  of  twenty-one  days,  next  after 
the  date  thereof,  and  shall  not  be  transferable  or 
negotiable  after  that  date.  Every  indorsement 
upon  it  shall  be  made  before  that  date,  and  must 
bear  date  at,  or  not  before,  the  making  of  it ;  and 
must  state  the  name  and  abode  of  the  person,  to 
whom,  or  to  whose  order  the  money  contained  In 
such  instrument  is  to  be  paid.  All  signatures  and 
indorsements  must  be  attest-ed  by  one  witness  at 
least.  Forms  of  such  instruments  are  given. 
And  all  instruments  drawn  and  issued  contrary 
to  this  clause  were  to  be  absolutely  void. 

X vn.  If  anybody  politic,  or  corporate,  or  any 
person,  after  the  1st  of  January,  1846,  should 
make,  sign,  issue,  or  re-issue,  in  Ireland,  any 
promissory  note,  payable  on  demand  to  the 
bearer  thereof,  for  any  sum  of  money  less  than 
£5,  except  the  bankers  authorized  to  do  so,  such 
person,  or  body,  should  forfeit  the  sum  of  £20  for 
each  note  so  made,  signed,  issued,  or  re-issued. 

X  VIU.  A  similar  penalty  on  any  body  politic, 
or  corporate,  or  person,  who  should,  after  the 
passing  of  the  Act,  publish,  utter,  or  negotiate  in 
Ireland,  any  promissory  or  other  note,  (not  being 
the  bank  note  of  a  banker  authorized  to  issue 
such  notes),  or  any  bill,  drafts,  or  undertaking  in 
writing,  negotiable  or  transferable,  for  the  pay- 
ment of  20s.,  or  less  than  £5,  or  on  which  a 
simDar  sum  remained  undischarged. 

XIX.  Provided  that  nothing  should  extend  to 
prevent  any  person  drawing  a  cheque  on  his 
banker  for  such  a  sum. 

XX.  After  this  Act,  all  companies  of  bankers 
in  Dublin,  and  within  fifty  miles  of  it,  shstU  have 
the  same  powers  and  privileges  of  suing  and 
being  sued,  and  other  legal  privileges,  as  were 
enjoyed  by  the  companies  established  beyond  that 
limit. 

385.  Since  the  passing  of  this  Act,  no  events 
of  a  remarkable  character  have  occurred,  except 
the  failure  of  the  Tipperary  Buik  in  1856,  which 
caused  a  severe  run  on  the  other  banks  in  the 
rural  districts  of  the  South  of  Ireland,  but  it  was 
well  met  by  them,  and  no  other  disaster  occurred. 
In  1857,  the  panic  caused  by  the  failure  of  the 
Western  Bank  of  Scotland,  and  two  very  large 
English  banks,  caused  a  general  run  upon  all  the 
Irish  banks,  more  or  less.  The  Bank  of  Ireland 
advanced  £250,000  to  the  other  banks,  but  that 
was  not  sufficient,  and  they  were  obliged  to  send 
over  £1,200,000  from  England,  but  no  failure 
took  place.  At  the  present  time,  there  are  five 
joint  stock  banks  in  Ireland,  besides  the  Bank  of 
Ireland,  which  issue  notes,  and  two  whic^  do 
not. 

Some  cofuiderations  on  the  two  grand  staple 
commodities  of  JSngland^  and  on  certain  establish' 
ments^  wherein  the  public  good  is  very  much  con' 
cemed.  Humbly  presented  to  the  Parliament, 
By  Sir  Balthazar  Gerbier.  Knight.  London. 
165  K 

This  is  the  earliest  tract  we  have  been  able  to 
discover,  recommending  the  establishment  of 
bank  in  England.    (Gbbbisb.) 
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Seasonable  oheervatiofu ;  humbly  offered  to  His 
Highness  the  Lord  Protector.  By  Samuel  Lambe, 
of  London,  merchant.    1658. 

This  tract,  except  the  one  quoted  above,  is 
the  earliest  we  have  been  able  to  discoyer,  which 
advocates  the  establishment  of  banks  in  England. 
It  sets  forth  the  great  advantages  which  the 
Dutch  derived  from  their  banks,  in  respect  of 
their  stock,  which  was  increased  by  banks.  The 
benefits  attributed  by  the  author  to  the  banks  in 
Holland  were : — ^  1 .  They  have  raised  themselves 
from  poor,  distressed,  to  high  and  mighty  states. 
2.  They  have  increased  the  general  stock  of  their 
country  so  much,  that  they  can,  when  they  please, 
ingross  the  particular  commodity  of  one  country, 
and  sell  it  again  at  their  own  price,  in  the  same,  or 
another,  that  wants  it.  S.  They  maintained  wars 
many  years  with  the  King  of  Spain,  and  hired 
foreign  soldiers  to  save  their  own  people  in  tibat 
war  and  received  in  ready  money  (with  which  they 
paid  their  armies),  the  proceeds  of  their  utensils 
of  war,  and  other  commodities,  the j  sold  to  their 
enemies,  which  they  bought  with  imaginary 
money  in  Banks,  and  so  furnished  the  Spaniard 
with  those  things  he  wanted,  for  their  own  profit, 
which  otherwise  they  knew  another  nation  would 
else  have  done.  4.  They  have  increased  their 
trade,  and  thereby  grown  so  rich  and  strong  in 
shipping  and  mariners,  that  they  have  forced  the 
King  of  Spain  to  a  peace  with  them.  5.  To 
make  their  own  terms  with  the  King  of  Denmark. 
6.  To  hold  the  King  of  France  to  such  conditions 
as  have  not  always  pleased  him.  7.  To  make 
war  with  the  English  at  sea,  to  whom  they  there 
always  yielded,  and  acknowledged  obedience  and 
submission.  8.  To  rule  over  many  petty  kings 
and  principalities  in  the  East  Indies,  and  other 

S laces,  where  they  have  power  to  overcome  them. 
\y  the  help  of  banks  they  so  much  augment 
their  stocks,  that  they  set  out  so  many  hundred 
of  busses,  and  other  fishing  boats,  yearly,  to  catch 
herring  and  codfish  in  our  seas,  with  which  they 
serve  all  Christendom,  to  their  incredible  gains, 
and  formerly  our  own  nation,  to  our  great  loss, 
decay  of  our  fishery.**  He  then  sets  rorth,  with 
great  minuteness,  the  advantages  which  tibe 
English  would  derive  from  them. 

He  tiien  explains  the  nature  and  constitution 
of  a  bank,  and  it  well  deserves  the  reader*s  atten- 
tion, because  it  exactly  coincides  with  what  we 
have  shewn  to  be  the  meaning  and  function  of  a 
**  bcuik,**  in  the  preceding  sections.  Lambe  says, 
**  A  bank  is  a  certain  number  of  sufficient  men  of 
estates  and  credit /oine<^  together  in  Jonrr  Stock, 
being  as  it  were,  the  general  cashkeepers  or  trea- 
surers, of  that  place  where  they  are  settled;  let- 
ting out  iMAonrART  MONBT  at  interest  at  £2|  or 
£S  per  cent,  to  tradesmen,  or  others,  that  agree 
with  them  for  the  same,  and  making  payment 
thereof  by  assignation,  and  passing  each  man*s 
account  from  one  to  another,  with  much  fiuillity 
and  ease,  and  saving  much  trouble  in  receiving 
and  paying  money.*'  Appended  to  this  tract, 
Lambe  added  proposals  for  establishing  a  bank  at 
London.  He  says,  *^  Most  men  will  desire  to  have 
money  there,  that  they  may  have  credit  in  banh^  two 
or  three  times  the  value  thereof,  for  he  will  not  see 
to  be  of  any  estate  or  worth,  that  hath  not  some 
money  in  bank,  to  procure  credit  there  without 
trouble  against  he  have  occasion  for  it.**  And 
among  other  functions  this  bank  was  to  perform 


was,  **That  they  let  out  imaginary  money  or 
credit  upon  ticket  at  £2^  and  £S  per  cent,  at  the 
most." 

This  tract  is  extremely  important,  because  the 
writer,  who  was  a  merchant,  thoroughly  under- 
stood that  banks  increase  capital,  and  he  saw 
too,  exactly  what  we  have  shewn  to  be  the  case  in 
the  preceding  section,  that  banking  consists  in  the 
creation  of  credit — quite  contrary  to  the  great 
misconception  of  its  nature  and  effects,  which  is 
universally  prevalent  at  the  present  day. 

The  Tradesman's  Jewels  or  a  safe^  easy^  speedy, 
and  ^edual  means  for  the  incredible  advance^ 
ment  of  trade^  and  muUipUcaiion  of  riches,  $c.,  by 
making  bUls  become  current  instead  of  money. 
By  W.  Potter.    London,  1659. 

An  expedient  for  taking  away  M  impositions^ 
and  for  raising  a  revenue  without  taxes,  by 
creating  Banks  for  the  Encouragement  of  Trade. 
By  Francis  Cradocke.    London,  1660. 

Case  of  the  Bankers  and  their  Creditors,  Stated 
and  Examined.    London,  1674. 

The  Mystery  of  the  New  Fashioned  Gold" 
smiths^  or  Bankers*  Discovered.    Iiondon,  1676. 

This  short  tract  is  the  source  from  which  most 
of  the  details  of  the  rise  of  banking  are  taken. 

Proposals  to  the  King  and  Parliament ;  or,  a 
Large  Model  of  a  Bank,  $c.  By  M.  Lewis,  D.D. 
London,  1678. 

Corporation  Credit;  or,  a  Bank  of  Credit  made 
current  by  common  consent  in  London,  more 
usefid  and  safe  than  money.    London,  1682. 

England^s  Interest;  or,  the  Ghreat  Ben^  to 
Trade,  by  Banks,  or  Offices  of  Credit  in  London, 
^.,  1682. 

An  Account  of  the  Constitution  and  Security  of 
the  General  Bank  of  Credit.    London,  1683. 

Several  Ol^'ections  sometimes  made  against  the 
Office  of  Credit  JuUy  answered.    London,  1683. 

A  Brief  Account  of  the  Intended  Bank  of 
Efufland.    London,  1694. 

This  pamphlet  is  said  to  be  by  Mr.  Michael 
Godfrey,  the  first  Deputy  Governor  of  the  Bank. 

Some  Useful  R^lections  upon  a  Pamphlet 
cdUed  a  Brief  Account  of  the  Intended  Bank  of 
England,  whereunto  is  annexed  a  Short  Descrip* 
Hon  of  Doctor  Chamberlain's  Bank.  London, 
1694. 

Observations  upon  the  Constitution  of  the 
Company  of  the  Bank  of  England;  with  a  Nar- 
rative  of  their  Laie  Proceedings.    London,  1694. 

Some  Observations  upon  the  Bank  ofEngland. 
London,  1695. 

This  gives  an  acccount  of  several  existing 
banks  at  that  period. 

A  Proposal  for  a  National  Bank,  consisting  of 
Land,  or  any  other  valuable  securities  or  deposi- 
turns,  with  a  Grand  Cash  for  Returns  of  Money, 
By  Robert  Murray.    London,  1695. 

Some  Account  of  the  Transactions  of  Mr. 
William  Paterson,  in  ReUUion  to  the  Bank  of 
England.    By  J.  S.    London,  3rd  July,  1695. 

This  tract  gives  an  account  of  Pater80n*s 
efforts  to  found  a  national  bank,  and  also  of  the 
cause  of  his  quan*el  with  the  directors  of  the 
Bank  of  England,  and  his  withdrawal  from  it. 

Conferences  on  the  Public  Debts  at  the  Wed- 
nesday Club  in  Friday  Street.  By  William 
Paterson.    London,  1695. 

A  Short  Account  of  the  Bank  of  England.  By 
Michael  Godfrey.    (GonpasT).    London,  1695. 
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A  Propoadl  to  the  Bank  of  England,  and  the 
Banks  now  setting  up ;  vnth  some  few  consider* 
cttions  cU>out  Ooldsmitfi^  Notes,    liondon,  1695. 

A  safs  and  easy  method  for  supplying  the  toant 
of  Coins  with  some  Remarks  upon  the  Bank  of 
England,    London,  1695. 

A  Proposal,  by  Dr,  Hugh  Chamberlain^  in 
Essex  Street,  for  a  Bank  of  Secure  Current 
Credit,  to  be  founded  upon  Land,  London, 
1695. 

The  several  Articles  or  Parts  of  the  Proposal 
upon  Land  Credit,  rationally  explained,  London, 
1695. 

Proposals  for  a  National  Land  Bank,  Bj 
John  Briscoe.    London,  1695. 

A  Bank  Dialogues  or.  Doctor  Chamberlain's 
Land  Bank,  explained  by  way  qf  Question  and 
Answer.    London,  1695. 

Positions  supported  by  their  Reasons,  ex* 
plaining  the  Office  of  Land  Credit,    London,  1695. 

A  Brief  Account  of  the  Nature  and  Advantages 
of  the  Land  Bank,  as  proposed  by  Dr.  Hugh 
Chamberlen,    London,  1695. 

PetiHon  of  Creditors  of  Goldsmiths, 

A  Bank  Dialogue^  between  Dr,  H,  C,  and  a 
Country  Gentleman.    London,  1696. 

An  Answer  to  a  late  Pamphlet,  intOuled 
Reasons  offered  against  the  intended  prqjeet, 
commonly  called  the  National  Land  Bank.    1696. 

2%0  Constitution  of  the  Office  of  Land  Credit. 
By  Hugh  Chamberlen,  senior.    London,  1696. 

Some  Remarks  upon  a  late  nameless  and  scur- 
rilous Ubel,  entiUea,  a  Bank  Dialogue,  between 
Dr.  H  C.  and  a  CountryGentleman,  London,  1696. 

Mr.  J.  Briscoe,  a  Director  in  the  National 
Land  Bank,  his  Defence  of  Dr.  Hugh  Cham- 
berlen's  Baafik,  or  Office  of  Land  Credit,    London, 

1696. 

A  Reply  to  the  Defence  of  the  Bank  ;  setting 
forth  the  unreasonableness  of  their  slow  pay- 
ments, ^c.  By  a  True  Lover  of  his  Ck)untry  and 
the  present  Groyemment.  London,  November  16, 
1696. 

This  contains  several  cnrions  details  of  the  me- 
thod of  payment  by  the  bank  during  its  partial 
suspension,  and  of  the  speculation  that  went  on  in 
its  notes.  The  author  saw,  too,  what  we  have  called 
Gresham's  law  of  the  currency.  He  lays  it  down 
as  a  general  maxim,  "  When  two  sorts  of  coin  are 
current  in  the  same  nation  of  like  value  by  deno- 
mination, but  not  intrinsically,  that  which  has  the 
least  YBlue  will  be  current,  and  the  other  (as  much 
as  possible)  will  be  hoarded,*'  It  is  an  able 
pamphlet. 

Reasons  for  encouraging  the  Bank  of  England. 
London,  1696. 

The  Tryal  and  Condemnation  of  the  Trustees 
of  the  Land  Bank  at  Exeter  Exchange,  for  Mur- 
dering the  Bank  of  England,  ^c.    London,  1696. 

A  Casual  Discourse  about  Banks,  between  a 
Brigadier,  a  Lawyer,  a  Merchant,  and  a  Gold- 
smith,   London,  1696. 

A  second  ditto. 

A  Letter  to  a  Member  of  Parliament,  con- 
cerning the  Bank  of  Scotland,  and  the  lowering  of 
interest  of  money.    Edinburgh,  1696. 

A  Letter  to  a  Friend  concerning  Credit  s  and 
how  it  may  be  restored  to  the  Bank  of  England. 
London,  1696. 

Proposals  for  a  National  Bank,  London, 
1697. 


A  Discourse  eoncermng  Banks,  London, 
1697. 

Said  to  be  by  a  director  of  the  Bank ;  it  con-> 
tains  accounts  of  the  different  kinds  of  banks  then 
existing. 

The  Bank  of  England,  and  their  present  method 
of  paying,  d^ended.    By  F.  H.    London,  1697. 

A  second  part  of  a  Discourse  concerning  Banks. 
London,  1697. 

This  contains  some  censures  on  the  manage- 
ment of  the  bank,  which  had  brought  it  into 
discredit. 

A  Letter  to  a  Friend  concerning  the  Credit  of 
the  Nations  and  with  relation  to  t?^e  present 
Bank  of  England  as  now  established  by  Parlia- 
ment.   London,  1697. 

Some  Thoughts  of  the  Interest  of  England. 
London,  1697. 

Some  Considerations  offered  against  the  Con- 
tinuance  of  the  Bank  of  England,  in  a  Letter  to  a 
Member  of  the  present  Parlicineat,  London, 
1700. 

Remarks  i^xm  the  Batik  of  England,  occa- 
sioned by  the  present  Discourse  concerning  the 
intended  prolongation  of  the  Bank,  By  a  Mer- 
chant of  London,  and  a  true  lover  of  our  Consti- 
tution.   London,  1706. 

Argument  against  Prolonging  the  Bank, 
shewing  the  dangerous  consequences  of  it  to  our 
Constitution  and  Trade.    London,  1706. 

A  Short  View  of  the  apparent  dangers  and 
mischiefs  from  the  Bank  of  England,  London, 
1707. 

17^  mischieoous  and  dangerous  consequences 
of  further  establishing  the  Bank  of  England, 
considered,  London,  1708.  Same  as  A  Short 
View,  1707. 

The  Ruin  of  the  Bank  of  England  and  all 
Public  Credit  inevitable.  By  John  Holland. 
London,  1715. 

This  is  by  Mr.  Holland,  the  founder,  and  first 
governor  of  the  Bank  of  Scotland.  It  gives  some 
details  of  its  formation,  and  of  the  liberal  treat- 
ment of  the  author  by  the  Scotch.  They  pre- 
sented him  with  several  thousand  pounds,  beyond 
what  he  had  stipulated  for,  and  he  speaks  of  the 
**  justice,  civility,  and  generosity  of  the  Scots 
nation.**  So  that  the  Scotch  treated  the  founder 
of  their  bank  more  handsomely  than  the  English 
did  Faterson. 

A  Comparison  between  the  Proposals  of  the 
Bank  and  the  South  Sea  Company,  wherein  is 
shewn  that  the  Proposals  of  the  first  are  much 
more  advantageous  to  thepvbUc  than  those  of  the 
latter,    London,  1720. 

Proposals  for  Restoring  Credit  s  for  Making 
the  Bank  of  England  more  Useful  and  Prqfitable, 
^.    London,  1721. 

The  Eyes  of  Ireland  Open ;  being  a  Short  View 
of  the  Project  for  Establishing  the  intended  Bank 
of  Ireland.    London,  1722. 

An  Honest  Scheme  for  Improving  the  Trade 
and  Credit  of  the  Nations  for  Increasing  the 
Profits  of  the  Bank  of  England,  ifc,  London, 
1727. 

An  Historical  Account  of  the  Establishment, 
Progress,  and  State  of  the  Bank  of  Scotland,  and 
of  the  several  attempts  that  have  been  made 
against  it,  and  the  several  interruptions  and  tti^ 
conveniences  which  the  Company  has  enoounterecL 
Edinburgh,  1728. 
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A  Letter  conMmng  Remarhe  on  the  Histarieai 
Account  of  the  Old  Bank.  By  a  Grentleman  con« 
oemed  in  neither  Bank.    Edinburgh^  1728. 

An  Appeal  to  the  People  of  England^  the 
Public  Companies f  and  Moniea  Intereet,  on  the 
Renewal  of  the  Charter  of  the  Bank,  London, 
1742« 

Charter  of  the  BriHeh  Linen  Company.  Edin- 
burgh, 1746. 

This  \&  the  charter  incorporating  the  British 
Linen  Company,  with  a  clause  granting  powers  of 
banking.  In  pursuance  of  this  clause  the  com- 
pany has  developed  itself  into  one  of  the  most 
powerful  and  wealthy  of  the  Scotch  banks.  We 
have  mentioned  in  section  301,  that  a  question  has 
recently  been  raised,  as  to  whether  the  three  char- 
tered banks  in  Scotland  ei\joy  the  privilege  of 
limited  liability.  It  was  universally  supposed, 
until  very  recently,  that  they  did.  The  point  has 
been  raised  within  the  last  few  years,  and  it  is 
quite  clear  from  the  words  of  the  charter,  that  the 
British  Linen  Company  does  not  enjoy  limited  lia- 
bility^ hut  is  a  bank  with  unlimitsd  uabilitt. 
The  charter  says,  "  We  will,  moreover,  and  by 
these  presents  for  us,  our  heirs,  and  successors,  do 
grant  to  the  said  corporation.  That  in  order  to 
answer  Aix  just  DBBfAHDs  on  the  said  corpora' 
tionj  the  general  court  shail  have  power  from  time 
to  time^  as  they  shaU  see  cause,  to  call  in,  or  direct 
to  be  paid,  from  their  respective  members  for  the 
time  heing,  proportionally,  according  to  their  re- 
spective shares,  in  the  capital  stock  of  the  said  cor- 
poraOon,  any  sum  of  money,  as  by  such  general 
courts  shall  be  from  time  to  time  adjudged  necessary 
to  be  called  in,  or  raised  for  the  exigencies  of  the 
said  corporation,  to  be  paid  into  such  hands,  & 
they  shall  appoint  for  tiiat  purpose,  so  as  such 
call  do  not  at  any  one  time  exceed  ten  pounds  for 
evCTy  hundred  on  the  capitol,  and  so  as  there  be 
an  interval  of  thirty  days  at  least,  between  every 
such  call.**  It  is  quite  clear  that  these  words 
render  every  member  of  the  corporation  liable  to 
contribute  to  the  payment  of  all  its  debts,  in  pro- 
portion to  his  stock. 

Coneideratums  relating  to  the  two  banks  esta- 
hUshed  in  Edinburgh.     1 762. 

Remarks  on  the  proposed  plan  for  regulating  the 
poper  currency  ofScodand.    London,  1765. 

Precipitation  and  fall  of  Messrs.  Douglas,  Heron 
and  Co.,  late  bankers,  Ayr.    Edinburgh,  1778. 

7^  Bank  of  England  s  Vade  Mecum ;  a  sure 
guide.    London,  1782. 

A  copy  of  the  Charter  of  the  Corporation  of  the 
Governor  and  Company  of  the  Bank  of  England. 
London,  1788. 

A  few  reflections  upon  the  present  state  of  Com- 
merce and  public  credit,  with  some  remarks  upon 
ike  laie  conduct  of  the  Bank  of  England.  By  an 
old  Merchant.    London,  1796. 

A  defence  of  the  bank  in  restricting  discounts, 
and  in  condemnation  of  the  issue  of  Exchequer 
Bills  in  1793. 

A  correct  detail  of  the  Finances  of  this  Country  f 
to  which  is  added,  an  history  of  the  origin,  progress, 
and  present  state  of  the  Bank  of  England.  Lon- 
don, 1797. 

A  Letter  to  Sir  WiUiam  Pulteney,  Bart.,  in  con- 
sequence of  his  proposal  for  establishing  a  new 
Bitnk.    London,  1797. 

Two  Letters  to  the  Right  Hon.  W.  Pitt,  Chan- 
cellor qf  the  Exchequer,  on  a  National  Bank    By 


Edward  Tatham,  D.D.,  Bector  of  Lincoln  College, 
Oxford.    London,  1797. 

Reports  from  the  Committee  of  Secrecy  of  the 
House  of  Lords  on  the  state  of  the  Bank,     1797. 

Reports  from  the  Committee  of  Secrecy  of  the 
House  of  Commons  on  the  state  of  the  Bank, 
1797. 

Observations  on  the  establishment  of  the  Bank  of 
England,  and  on  the  paper  circulation  of  the  Coun- 
try.  By  Sir  Francis  Baring,  Bart.   London,  1797. 

Further  do. 

A  concise  and  authentic  History  of  the  Bank  of 
England.  By  E.  F.  Thomas  Fortune.  London, 
1798. 

The  iniquity  of  Banking;  a  bank  note  proved  to 
be  an  injury  to  the  public,  and  the  real  cause  c^  the 
present  exorbOant  price  of  provisions.  Two  Farts. 
London,  1800. 

Refutation  of  certain  misrepresentations  relative 
to  the  nature  and  influence  of  Bank  Notes,  and  as 
stated  in  the  pamphlet  of  Walter  Boyd,  Esq.,  and 
Mr.  WUUam  Frend.  By  T.  S.  Surr.  London, 
1801. 

The  effect  of  paper  money  on  theorice  of  Pro- 
visions, §fc.    By  William  Frend.    London,  1801. 

A  Letter  to  the  Right  Hon.  William  Pitt,  on  the 
influence  of  the  stoppage  of  issues  in  specie  at  the 
jSank  of  England  on  Bieorices  of  Provisions,  and 
other  commodities.  By  Walter  Boyd,  Esq.,  M.P. 
London,  1801. 

Observations  on  the  publication  of  WaUer  Boyd, 
Esq.  By  Sir  Francis  Baring,  Bart.  London, 
1801. 

An  Inquiry  into  the  nature  and  effects  of  the 
Paper  Credit  of  Cheat  Britain.  By  H.  Thornton, 
Esq.,  M.F.    London,  1802.    Very  scarce. 

Considerations  on  the  propriety  of  the  Bank  of 
England  resuming  its  payments  in  specie  at  the 
period  prescribed  by  the  Act  37  Oeo.  IIL  By 
Jasper  Atkinson.    London,  1802. 

Ouineas  an  unnecessary  and  expensive  incum- 
brance on  Commerce;  or,  the  impolicy  of  repealing 
the  Bank  restriction  Bill  considered.  London,  1802. 

An  Inquiry  into  the  depreciation  of  Irish  Bank 
paper.    JDublin,  1803. 

Thoughts  on  the  effects  of  the  Bank  restrictions. 
By  Lord  King.    London,  1804. 

Observations  upon  the  state  of  Currency  in  Ire- 
land, and'^ipon  the  course  of  exckange  between  Dublin 
and  London.  By  Henry  Parnefi,  Esq.  Dublin 
and  London,  1804. 

An  Essay  upon  the  principle  qf  commercial  ex- 
changes, and  more  particularly  of  the  exchange 
between  Cheat  Britain  and  Ireland;  with  a  prac- 
tical inquiry  into  the  ^ects  of  the  Bank  restrictions. 
By  John  Leslie  Foster.    London,  1804. 

Report  from  tke  Committee  on  tke  circulating 
paper,  current  coin,  and  exchange  of  Ireland, 
House  of  Commons,  1804. 

One  of  the  most  valuable  reports  on  the  subject, 
and,  with  the  Bullion  Report  of  1810,  forms  one 
of  the  great  landmarks  of  Political  Economy. 

The  high  price  of  bullion  a  proof  of  the  depre- 
ciation of  bank  notes.  By  David  Kicardo.  Lon- 
don, 1809. 

An  Inquiry  into  the  effects  produced  on  the 
national  currency,  and  rates  of  exchange,  by  the 
bank  restriction  bUl,  explaining  the  cause  of  the 
high  price  of  bullion.  By  Robert  Mushet  Lon- 
don, 1810. 

Report  from  the  Select  Committee  of  the  House 
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of  CommoM  on  the  high  price  of  Oold  Bullion. 
1810. 

This  Report  is  one  of  the  great  landmarks  in 
Political  Economy,  and  must  be  carefiilly  studied 
by  every  one  who  would  master  the  subject.  It 
is  not  free  from  some  erroneous  views.  (Bui«lioii 
Repobt).  This  Report  called  forth  a  host  of 
pamphlets  attacking  and  defending  it.  A  list  of 
some  of  these  will  be  found  append^  to  the  article 
on  the  Report. 

JBank  Notes  the  cause  of  the  disappearance  of 
guineas,  and  of  the  course  of  Exchange  being 
against  us,  while  the  Balance  of  Trade  is  in  our 
favour.    By  T.  Hopkins.    London,  1810. 

Letters  on  Country  Banks.  By  J.  Bradney, 
London,  1810. 

Utility  of  Country  Banks.  Hatchard.  London, 
1810. 

Principles  of  Banks  and  Banking.  By  General 
Sir  James  Stewart.    London,  1810. 

The  real  cause  of  the  depreciation  of  the 
National  Currency  explained,  and  the  means  of 
remedy  suggested.    London,  1810. 

An  inquiry  into  the  effects  produced  on  the 
National  Currency  and  the  Bates  of  Exchange  by 
the  Bank  Restriction  BiU,  explaining  the  cemse  of 
the  high  price  of  BtdUon,  Sfc.  By  Robert 
Mushet,  of  the  Mint.    London,  1810. 

Histoire  de  la  Banque  de  VAngleterre,  et  consi- 
derations  sur  Us  grcmdes  Banques  de  circulation. 
By  M.  De  Guer.    Paris,  1810. 

Thoughts  on  the  expediency  of  establishing  a  new 
Chartered  Bank,  |*c.  By  Joseph  Marryat, 
Esq.,  M.P.    London,  1811. 

Brief  thoughts  on  the  present  state  of  the  Cur^ 
rency  of  this  Country.  By  a  Merchant.  Edin- 
burgh, 1812. 

Proposals  for  an  economical  and  secure  Cur^ 
rency,  with  observations  on  the  profts  of  the  Bank 
of  England.    By  David  Ricardo.  London,  1816. 

Reports  from  the  Lords*  Committees,  appointed 
a  secret  committee  to  intniire  into  the  state  of  the 
Bank  of  Enghxnd,  with  reference  to  the  expc'- 
diency  of  the  resumption  of  cash  payments,  wi^ 
minutes  of  evidence  and  an  appendix.     1819. 

Reports  from  the  secret  committee  of  the  House 
of  Commons,  on  the  expediency  of  the  Bank  re- 
suming  cash  payments.     1819. 

Paper  against  Oold;  or,  the  History  and 
Mystery  of  the  Bank  of  England.  By  William 
Cobbett.    London,  1821. 

An  essay  on  the  generalprineiples,  and  present 
practice,  of  Banking  in  England  caid  Scotland. 
London,  1823. 

Facts  relative  to  the  Bank  of  England,  explain^ 
ing  the  nature  and  influence  of  the  ^tmk  Charter, 
with  a  view  of  the  cause  ana  consequences  of  the 
suspension  and  restoration  of  the  use  of  standard 
coin.    London,  1823. 

Report  from  the  Lordi  Committees,  appointed  a 
select  committee  to  enguire  into  the  state  of  drcukt' 
Hon  of  Promissory  Notes  under  the  value  cf£5  in 
Scotland  and  Ireland.     1826. 

Report  from  the  select  committee  of  the  House 
of  Commons  on  Promissory  Notes  in  Scotland  and 
Ireland.     1826. 

^fi  attempt  to  explain  from  facts,  the  effect  of 
the  Issues  of  the' Bank  of  England  upon  its  oum 
interests,  public  credit,  and  Country  JBanks,  By 
Robert  Mushet.    London,  1826. 

ObservatUme  an  Paper  Money^  Bankings  Over- 


trading,  ffc.  By  Sir  Henry  Pameil,M.P.  London, 
1827. 

An  address  to  the  proprietors  of  Bank  Stocky 
tke  London  and  Country  Bankers,  and  the  public  in 
general,  on  the  affairs  of  the  Btmk  of  England. 
London,  1828. 

A  Letter  to  Lord  OrenoiUe,  on  tke  effect  ascribed 
to  tke  resumption  of  Cash  Payments  on  the  value 
of  the  Currency.  By  Thomas  Tooke.  London, 
1829. 

Remarks  on  the  question  of  again  permitting  tke 
issue' of  XI  notes  by  the  Bank  of  England,  and 
also  by  country  banks.    London,  1830. 

Historical  sketch  of  the  Bank  of  England ;  with 
an  examination  of  the  question  as  to  die  prolonga^ 
tion  of  the  exchteive  privileges  of  that  establishment. 
By  J.  R.  McCulloch.    London,  1831. 

Paper  and  fold  compared;  also  a  plan  for  a 
National  Banh,  ^c.    London,  1832. 

The  life  and  adventures  of  the  Old  Lady  of 
Threadneedle  street,  containing  an  account  of  her 
numerous  intrigues  ujith  various  emitient  Statesmen 
of  the  past  ana  present  times.    London,  1 832. 

A  plain  statement  of  the  power  of  the  Bank  of 
England,  and  of  tke  use  it  has  made  of  it;  with  a 
refrUation  of  the  objections  made  to  the  Scotch 
system  of  Banking,  and  a  reply  to  the  **  Historical 
sketch  of  tke  Bank  of  England.''  By  Sir  Henry 
Pamell,  M.P.    London,  1832. 

Report  from  the  Committee  of  Secrecy  on  the 
Bankof  England  Charter,  ffc.    (Ck>mmons),  1832. 

The  His&ry  of  Banking  in  Ireland.  By  J.  W. 
Gilbart.    London,  1836. 

Report  from   the   Committee  on  Joint   Stock 
Banks.    (Commons),  1836. 
•  Ditto.     1837. 

The  History  and  Principles  of  Banking.  By 
J.  W.  Gilbart.    3rd  Edition.    London^  1837. 

A  Letter  to  the  Right  Hon.  Lord  Viscount  Mel- 
bourne, on  the  causes  of  the  recent  derangement 
in  the  Money  Market,  and  on  Bank  Reform.  By 
R.  Torrens,  Esq.,  F.R.S.,  London.  London, 
1837. 

A  Defence  of  the  Joint  Stock  Banks,  an  exam' 
ination  of  the  present  Monetary  Difficulties,  and 
hints  for  the  future  management  of  the  Circulation. 
By  David  Salomons,  Esq.    London,  1837. 

The  causes  and  consequences  of  the  pressure 
upon  the  Money  Market,  with  a  statement  of  the 
action  of  the  Bank  of  England,  from  1st  October, 
1833,  to  the  27th  December,  1836.  By  J.  Horsley 
Palmer,  Esq.    London,  1837. 

Reflections  suggested  by  a  perusal  of  Mr.  J. 
Horsley  Palmer's  pamphlet,  on  the  causes  and 
consequences  of  the  pressure  on  the  Money  Market 
By  Samuel  Jones  Loyd.    London,  1837. 

Observations  on  the  recent  pamphlet  of  J.  Hors* 
ley  Palmer,  Esq.,  Sfc.  By  Samson  Ricardo,  Esq. 
London,  1837. 

The  cause  of  the  present  Money  Crisis  explained^ 
in  answer  to  the  pamphlet  of  Mr.  J.  Horsley  Pal-- 
mer,  and  a  remedy  pointed  out.  By  W.  Bennison. 
London,  1837. 

Reply  to  the  Reflections,  SfC,  §fc.,  of  Mr.  Samuel 
Jones  Loyd,  ^c.  By  J.  Horsley  Palmer.  Lon- 
don, 1837. 

A  Letter  to  the  Honourable  the  Secret  Committee 
of  the  House  of  Commons,  upon  Joint  Stock  Banka^ 
Bj  Alfred.    London,  1837. 

Thoughts  on  the  Principles  of  Banks,  and  the 
wisdom  of  Legislative  interference*    London,  1 837. 
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An  Sxammalkm  of  the  Report  of  the  Joint 
Slock  Bank  Committee.    By  T.  Joplln.     1837. 

Remarks  upon  tame  prevalent  errors  with  respect 
to  Cfurrenev  and  Banking.  By  George  Warde 
NiMioan.    London^  1838. 

An  Inquiry  into  the  causes  of  the  pressure  on 
ike  Money  Market  during  the  year  1839.  By  J. 
W.  Gilbiut.    London,  1840. 

A  Defence  of  Joint  Stock  BankSy  and  country 
issues.  By  Samuel  Bailey,  of  Sheffield.  London, 
1840. 

Report  of  tke  Committee  of  the  House  of  Com'- 
mons  on  Joint  Stock  Banks  of  Issue.     1840. 

Ditto.     1841. 

J%e  Currency  Question ;  or  examination  of  the 
evidence  on  hanks  j^  Issue,  given  before  a  Select 
Committee  of  the  Jaouse  of  Commons  in  1840.  By 
G.  M.  BelL    London,  1841. 

7%e  Country  Banks  and  the  Currency ;  an  eX" 
aminatian  of  die  evidence  on  Banks  of  Issuer  given 
before  a  select  committee  of  the  House  of  Commons 
in  1841.    By  G.  M.  Bell.    London,  1842. 

Letters  on  Currency,  addressed  to  the  Right 
Hon,  F.  T.  Baring.  By  J.  W.  Ck)well.  London, 
1843. 

The  Currency  and  the  Country.  By  J.  G. 
Hubbard.    London,  1843. 

An  Inquiry  into  Gte  Currency  Principle,  the 
connection  of  the  Currency  with  prices,  and  the 
expediency  of  a  separation  of  Issue  fnrm  Banking. 
By  Thomas  Tooke.    London,  1844. 

An  Inquiry  into  the  practical  vjorking  of  tke 
proposed  arrangements  for  the  renetocU  of  the 
Charter  of  the  Bank  of  England,  and  the  regula-' 
Hon  of  the  Currency,  ffc.  By  Robert  Torrens. 
London,  1844. 

Thoughts  on  the  separation  of  the  departments  of 
tke  Bank  of  England.  By  Samuel  tfones  Loyd. 
London,  1844. 

On  the  regulation  of  Currencies,  andthe  vHtrking 
of  the  new  Bank  Charter  Act,  ffc.  By  John 
Fullarton.    London,  1844. 

A  Financial,  Monetary,  and  Statistical  History 
of  England,  from  the  Revolution  of  1688  to  the 
present  time.  By  Thomas  Doubleday.  London. 
1847. 

Ctqntal,  Currency,  and  Banking.  By  James 
Wilson,  Esq.,  M.P.    London,  1847. 

Suggestions  for  tke  reguUiUm  of  Discount  by 
ike  Sank  of  England.    London,  1847. 

Report  from  the  Committee  tq>on  Commercial 
Distress  (Lords).    1848. 

Ditto  (Commons).     1848. 

Tke  Bank  Charter  ought  not  to  be  renewed.  By 
An  £x  M.P.    London,  1854. 

History  of  the  Bank  of  England.  By  John 
Francis. 

Tke  History  of  Banking;  toitk  a  comprehensive 
account  of  the  origin,  rise,  and  progress  of  the 
Banks  of  Englana,  Ireland,  and  Scotland.  By 
William  John  Lawson.  2nd  Edition.  London, 
1855. 

Past  and  present  policy  of  the  Bank  of  Eng^ 
land,  tke  Banking  Acts  of  1844-45 ;  or  free  trade 
in  Banking.  By  an  Old  Banker.  Edinburgh,  1855. 

Tke  Elements  of  Banking.  By  J.  W.  Gilbart. 
3rd  Edition.    London,  1855. 

Tke  Philosophy  of  Joint  Stock  Banking.  By 
6.  M.  Bell.    London,  1855. 

A  practical  treatise  on  Banking.  By  J.  W. 
Gilbfloi,  F.R.S.    6th  Edition.    London,  1856. 


The  Theory  and  Practice  of  Banking;  with  tke 
elementary  principles  of  Currency,  Prices,  Credit, 
and  Exchange.  By  Henry  Dunning  Macleod. 
London,  1855-56. 

On  the  Batik  Charter  Act  of  1844,  its  principles 
and  operations ;  with  suggestions  for  an  improved 
administration  of  the  Bank  of  England.  By  Thos. 
Tooke,  F.R.S.    London,  1856. 

Suggestions  for  the  renewal  of  the  Bank  of 
England  Charter;  and  for  a  Decimal  Coinage. 
By  Charles  Tennant.    London,  ld56. 

The  principles  and  practical  operation  of  Sir 
Robert  PeeVs  BiU  of  1844,  explained  and  de- 
fended, frc  By  B.  Torrens,  F.R.S.  8rd  Edition. 
London,  1857. 

Sir  Robert  PeeVs  Act  of  1844,  regulating  the 
issue  of  Bank  Notes,  vindicated.  By  G.  Ar- 
bnthnot.    London,  1857. 

Tracts  on  the  Currency,  jrc.  By  Lord  Over- 
stone.    London,  1858. 

The  Bank  Charter  Act  of  1844;  its  theory  and 
practical  effects  on  Commercial  and  Monetary 
Transactions,  Sfc.    London,  1858. 

Banking ;  its  UtiUty  and  JSconomy.  By  Thomp- 
son Hankey,  Esq.    London,  1859. 

Historical  Sketck  of  tke  Rise  and  Progress  of 
Banking  in  the  United  States  of  America. 

386.  We  shall  now  cross  the  Atlantic,  and 
trace  the  rise  and  progress  of  banking  and  paper 
currency  in  the  country  most  nearly  connected 
with  us  by  blood  and  commercial  relations,  and 
in  which  it  arose  almost  contemporaneously  with 
England.  There  is  no  country  in  which  the 
phenomena  of  paper  money  may  be  studied  with 
greater  advantege  than  in  the  United  States  of 
America,  where  it  has  become  a  kind  of  hereditary 
disease.  There  is  no  country  in  which  it  has 
undergone  such  a  long-continued  and  inveterate 
depreciation.  The  history  of  banking  and  paper 
currency  in  the  United  States  may  be  divided 
into  four  periods : — 

L  The  era  of  Provincial  paper,  in  which  each 
province  did  that  which  was  right  in  its  own 
eyes,  issued  paper  money  ad  libitum,  and  de- 
clared it  legal  tender.  This  was  brought  to  an 
end  by  an  Act  of  the  Imperial  Parliament  in 
1763,  putting  down  this  legal  tender  paper. 

n.  The  era  of  Continental  paper,  or  the  paper 
issued  by  the  National  Grovernment  during  the 
War  of  Independence. 

IIL  The  era  of  a  National  Bank,  which,  with 
some  interruptions,  endured  from  1782  to  1836. 

lY.  The  era  of  the  abolition  of  a  National 
Bank  since  1836. 

387.  We  are  fortunate  in  possessing  a  history 
of  Massachusetts,  by  Mr.  Hutchinson,  the  lieu- 
tenant-governor of  the  province,  who,  when 
speaker  of  the  House,  devised  and  carried  the 
bill  for  the  abolition  of  the  paper  money.  In  his 
history  we  have  a  full  account  of  the  paper  cur- 
rency which  afflicted  it  so  long.  We  shall  pre- 
sent our  readers  with  a  series  of  extracts  from  it, 
showing  how  admirably  the  writer  had  seized  the 
true  principles  of  a  paper  currency,  and  how 
clearly  and  firmly  he  saw  the  great  truths  which 
were  only  established  in  EngUnd  after  the  most 

g retracted  conflicts.  The  following  passages 
'om  this  writer  exhibit  a  brilliant  contrast  to 
the  pitiable  figure  made  by  the  ministry,  the 
bank  directors,  and  the  mercantile  witnesses  of 
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England,  in  the  great  cnrrency  discnssions 
from  1804  to  1819,  and  even  to  a  later  period.  It 
will  be  seen  that  the  great  truths,  established 
with  such  arduous  labour  by  the  Irish  Committee 
of  1804,  the  Bullion  Committee  of  1810,  and  the 
Committee  of  1819,  and  for  which  our  English 
economists  have  obtained  so  much  credit,  were 
perfectly  well  known  to  this  admirable  writer  in 
1747. 

388.  The  Stuart  dynasty  had  afflicted  the 
colonies  with  the  same  grievances  as  England. 
The  charter  of  Massachusetts  had  been  forfeited, 
like  so  many  in  this  country.  The  sturdy  colo- 
nists were  animated  with  the  same  hatred  of  the 
French,  and  their  tyrants,  as  their  kinsmen  in 
the  mother  country.  The  revolution  of  1688 
was,  therefore,  hailed  with  the  same  enthusiasm 
on  both  sides  of  the  Atlantic.  New  England 
burned  for  the  conquest  of  New  France.  No 
sooner,  therefore,  was  war  declared  between  the 
parent  countries,  than  the  colonists  prepared  for 
a  similar  contest.  The  French  Canadians  at- 
tacked the  English  settlements,  and  the  New 
Englanders  determined  to  undertake  the  conquest 
of  Acadia  and  Canada.  In  May,  1690,  the  first 
Congress  in  the  New  World  waa  held  under  the 
presidency  of  Massachusetts.  Expeditions  against 
both  the  French  settlements  were  fitted  out. 
That  against  Acadia  succeeded,  there  being  merely 
a  handful  of  settlers  there.  But  the  much  greater 
expedition  against  Canada,  directed  simultane- 
ously against  Montreal  and  Quebec,  failed  com- 
pletely. We  now  quote  from  Mr.  Hutchinson, 
the  historian  of  Massachusetts. 

389.  "The  Government  was  utterly  unpre- 
pared for  the  return  of  the  forces.  They  seem 
to  have  presumed  not  only  upon  success,  but 
upon  the  enemy's  treasure  to  bear  the  charge  of 
the  expedition.  The  soldiers  were  on  the  point 
of  mutiny  for  want  of  their  wages.  It  waa 
utterly  impracticable  to  raise  in  a  few  days, 
such  a  sum  of  money  as  would  be  necessary. 
An  Act  was  passed  for  levying  the  sum,  but  the 
men  could  not  stay  until  it  should  be  brought 
into  tiie  treasury.  The  extreme  difficulty  to 
which  the  Government  was  thus  reduced,  was 
the  occasion  of  the  first  bills  of  credit  ever  Issued 
in  the  colonies,  aa  a  substitute  in  the  place  of 
money.  The  debt  was  paid  by  paper  notes, 
from  two  shillings  to  ten  pounds  denomination, 
which  notes  were  to  be  received  for  payment  of 
the  tax,  which  waa  to  be  levied,  and  all  other 
payments  in  the  treasury.  This  was  a  new 
experiment.  They  had  better  credit  than  King 
Jameses  leather-money  in  Ireland  about  the 
same  time.  But  the  notes  would  not  command 
money,  nor  an^  commodities  at  money  price. 
Sir  William  Phipps,  it  is  said,  exchanged  a  large 
sum  at  par,  in  order  to  give  them  ci^t.  The 
soldiers  in  general  were  great  sufiierers,  and  could 
get  no  more  than  12s.  or  14s.  in  the  pound.  As 
the  time  of  payment  of  the  tax  approached,  the 
credit  of  the  notes  waa  raised,  and  the  Grovem- 
ment  allowing  five  per  cent,  to  those  who  paid 
their  taxes  in  notes,  they  became  better  than 
money.  This  was  a  gain  tO  the  possessor,  but 
it  did  not  restore  to  the  poor  soldier  what  he  had 
lost  by  the  discount. 

"The  Government,  encouraged  by  the  re- 
storation of  credit  to  their  bills,  afterwards 
issued  others  for  charges  of  Government.    They 


obtained  good  credit  at  the  time  of  their  being 
issued.  The  charges  of  Grovemment  were  paid 
in  this  manner  from  year  to  year.  Whilst  the 
sum  was  small,  silver  continued  the  measure,  and 
bills  continued  their  value.  When  the  charges 
of  Government  increased,  after  the  second  expe- 
dition to  Canada,  in  1711,  the  bills  likewise 
increased,  and  in  the  same^  or  greater  praporticn^ 
Vie  silver  and  gold  were  sent  out  of  me  country. 
There  being  a  cry  of  scarcity  of  money  in  1714, 
the  Government  caused  £^,000  to  be  issued, 
and  in  1 716,  £100,000,  and  lent  to  the  inhabitants, 
to  be  paid  in  at  a  certain  time;  and,  in  the 
meantime,  to  pass  aa  money.  Lands  were 
mortgaged  for  security.  As  soon  as  the  silver 
and  gold  were  gone,  and  the  bills  were  the  sole 
instruments  of  commerce,  pounds,  and  shillings, 
and  pence,  were  altogether  ideal,  for  no  possible 
reason  could  bu  assigned  why  a  bill  of  203. 
should  bear  a  certain  proportion  to  any  one 
quantity  of  silver,  more  than  another.  Sums  in 
bills  were  drawing  into  the  treasury  from  time  to 
time  by  the  taxes,  or  payment  of  the  loans,  but 
then  other  sums  were  continually  issuing  out, 
and  all  the  bills  were  paid  and  received^  without 
any  distinction,  either  in  public,  or  private 
payments,  so  that,  for  near  forty  years  together, 
the  currency  was  in  much  the  same  state  as  if 
£100,000  sterling  had  been  stamped  in  pieces  of 
leather,  or  paper  of  various  denominations,  and 
declared  to  be  the  money  of  the  government, 
without  any  further  sanction  than  this,  that, 
when  there  should  be  taxes  to  pay,  the  treasury 
would  receive  this  sort  of  money,  and  that  every 
creditor  should  be  obliged  to  receive  it  from  his 
debtor.  Can  it  be  supposed  that  such  a  medium 
would  retain  its  value  ?  In  1702,  6s.  8d.  was 
equal  to  an  ounce  of  silver.  In  1749,  50s.  was 
judged  equal  to  an  ounce  of  silver.  I  saw  a  5s. 
bill  which  had  been  issued  in  1690,  and  was  re- 
maining in  1749,  and  was  then  equal  to  8d.  only 
in  lawful  money,  and  so  retained  but  about  one- 
eighth  of  its  original  value.  Such  was  the 
delusion,  that  not  only  the  bills  of  the  Massa- 
chusetts government  passed  as  money,  but  they 
rjceived  the  bills  of  the  government  of  Con- 
necticut, New  Hampshire,  and  Rhode  Island, 
also  as  currency.  The  Massachusetts  bills  passed 
also  in  those  governments.** 

390.  "  The  affair  of  the  war,**  says  the  same  his- 
torian, vol.  ii.,  p.  206,  "  had  so  engaged  the  atten- 
tion of  all  persons,  that  we  hear  little  of  party 
disputes,  and  discord,  for  five  or  six  years  past ; 
but  as  soon  as  they  were  delivered  from  enemies 
without,  a  contention  beean  within,  from  a  new 
cause,  the  ejects  of  which  were  felt  many  years 
together.  The  paper  bills  of  credit  were  the 
cause  of  this  contention.  So  many  bills  had  been 
issued  for  the  charges  of  the  war,  particularly  the 
larae  sum  of  £40,000,  issued  for  the  Canada  ex- 
pedition, that  they  were  become  the  sole  instru- 
ment and  measure  of  commerce,  and  silver  and 
gold  were  entirely  banished.  Of  two  instruments, 
one  in  use  in  a  particular  state  only,  the  other 
with  the  whole  commercial  world,  it  is  easy  to 
determine  which  must  leave  that  particular  state, 
and  which  remain.  The  currency  of  silver  and 
gold  entirely  ceasing,  the  price  of  everything 
bought  or  sold  was  no  longer  compared  therewith, 
but  with  the  paper  bills,  or  rather  with  mere  ideal 
pounds,  shillings,  and  pence.    The  rise  of  exchange 
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wUk  England  wa»  not  aUrihded  to  ike  true  eauee^ 
the  wani  of  a  fixed  staple  medium^  hut  to  the  arenercd 
bad  state  of  the  trade.  It  was  thought  that  in- 
creasing the  paper  bills  would  enliven  and  reform 
the  trade.  Three  parties  were  formed,  one  very 
small,  which  was  for  drawing  in  the  paper  bills, 
and  depending  upon  a  silver  and  gold  cnrrency. 
Mr.  Hutchinson,  one  of  the  members  for  Boston, 
was  among  the  most  active  of  this  party.  He  was 
an  enemy  all  his  life  to  a  depreciating  currency, 
upon  a  principle  very  ancient,  but  too  seldom 
practised  upon,  nil  utile  quod  non  honestum. 

'*  Another  party  was  very  numerous.  These 
had  projected  a  private  bank,  or  rather  had  taken 
up  a  project  published  in  London  in  1684 ;  but 
this  not  being  generally  known  in  America,  a 
merchant  in  ^Boston  was  the  reputed  father  of  it. 
There  was  nothing  more  in  it  than  issuing  bills  of 
credit,  which  all  the  members  of  the  company 
promised  to  receive  as  money,  but  at  no  certain 
valne,  compared  with  silver  and  gold ;  and  real 
estates  to  a  sufficient  value,  were  to  be  bound  as 
a  security  that  the  company  should  perform  their 
engagements.  They  were  soliciting  the  sanction 
of  the  general  court,  and  an  act  of  government  to 
incorporate  them.  This  party  generally  consisted 
of  persons  in  difficult,  or  involved  circumstances 
in  trade,  or  such  as  were  possessed  of  real  estates, 
but  had  little  or  no  ready  money  at  command,  or 
men  of  no  substance  at  all,  and  we  may  well 
enough  suppose  the  party  to  be  very  numerous. 
Some,  no  doubt,  joined  them  from  mistaken  prin- 
ciples, and  an  apprehension  that  it  was  a  scpeme 
beneficial  to  the  public,  and  some  for  party  sake, 
and  popular  applause. 

^  Three  of  the  representatives  of  Boston,  Mr. 
Cooke,  son  to  the  agent,  Mr.  Noyes,  a  gentleman 
in  great  esteem  with  the  inhabitants  in  general, 
and  Mr.  Payne  were  the  supporters  of  the  party. 
Mr.  Hutchinson,  the  other  (an  attempt  to  leave 
him  out  of  the  house  not  succeeding),  was  sent 
from  the  house  to  the  council,  where  his  oppo- 
sition would  be  of  less  consequence.  The 
governor  was  no.  favorer  of  the  scheme,  but  the 
Uentenant-govemor,  a  gentleman  of  no  great 
fortune,  and  whose  stipend  from  the  government 
was  trifling,  engaged  in  this  cause  with  great 
seal. 

^  A  third  party,  though  very  opposite  to  the 
private  bank,  yet  were  no  enemies  to  bills  of 
credit.  They  were  in  favor  of  a  loan  of  bills 
fit>m  the  government  to  any  of  the  inhabitants 
who  would  mortgage  theur  estates  as  a  security 
for  the  repayment  of  the  bills,  with  interest,  in  a 
term  of  ^ears,  the  interest  to'  be  paid  annually, 
and  applied  to  the  support  of  government.  This 
was  an  easy  way  of  paying  public  charges,  which 
no  doubt  they  wondered,  that  in  so  many  ages, 
the  wisdom  of  other  governments  had  never  dis- 
covered. The  principal  men  in  the  council  were 
in  fiivor  of  it,  and  it  being  thought  by  the  first 
party,  the  least  of  two  evils,  they  fell  in  with  the 
scheme,  and  after  that  the  country  was  divided 
between  the  public  and  private  bank.  The 
house  of  representatives  was  near  equally  divided, 
but  rather  fitvorers  of  the  private  bank,  from  the 
great  influence  of  the  Bmton  members  in  the 
boose,  and  a  great  number  of  persons  of  the  town 
out  of  it.  The  controversy  had  a  universal  spread, 
and  divided  towns,  parishes,  and  particular  fami- 
lies. 


<^  At  length  after  a  lon^  struggle,  the  party  for 
the  public  bank  prevuled  in  the  general  court, 
for  a  loan  of  £50,000  in  bills  of  credit,  which 
were  put  into  the  hands  of  trustees,  and  lent  for 
five  years  only,  to  any  of  the  inhabitants,  at  5 
per  cent,  interest ;  one-fifth  part  of  the  principal 
to  be  paid  annually.  This  lessened  the  number 
of  the  party  for  the  private  bank,  but  it  increased 
the  zeal,  and  raised  a  strong  resentment  in  those 
which  remained. 

391.  *'In  1720,**  continues  the  historian,  p.  231, 
^  the  trade  of  the  province  declined.  There 
was  a  general  cr^  for  want  of  money,  and  yet 
the  bills  of  credit,  which  were  the  only  money, 
were  daily  depreciating.  The  depreciation  was 
grievous  to  aU  creditors,  but  particularly  dis- 
tressing to  the  clergy,  and  other  salary  men,  to 
widows  and  orphans,  whose  estates  consisted  of 
money  at  interest,  perhaps  just  enough  to  sup- 
port them,  and  being  reduced  to  one-half  the 
former  value,  they  found  themselves  on  a  sudden 
in  a  state  of  poverty  and  want.  Executors  and 
administrators,  and  all  who  were  possessed  of  the 
effects  of  others  in  trust,  had  a  strong  temptation 
to  retain  them.  The  infiuence  a  had  currency 
has  upon  the  morals  of  ine  people  is  greater  than 
is  imagined.  Numb^  of  schemes  for  private, 
and  public,  emissions  of  bills  were  proposed  as 
remedies,  the  only  effectual  one^  ths  uttsb 
▲BOLiTion  or  THE  BILLS  w€u  omitted.^^ 

In  this  year  £50,000  had  been  issued  and  dis- 
tributed to  the  several  towns  in  proportion  to 
their  taxes,  the  bills  to  be  repidd  at  a  fixed  time, 
and  the  governor  seemed  to  approve  of  and  en- 
courage this  way  of  issuing  bills  at  his  first 
arrivid,  but  was  afterwards  convinced  of  their 
mischievous  effects. 

^  At  the  opening  of  the  next  session,  March 
15,  1721,  the  governor  in  his  speech,  recom- 
mended measures  to  prevent  the  depreciation  of 
the  currency,  to  suppress  a  trade  carried  on  with 
the  French  at  Cape  Breton,  and  to  punish  the 
authors  of  factious  and  seditious  papers,  to  pro- 
vide a  present  for  the  five  nations,  and  to  enlarge 
his  salaiy. 

••  They  refhsed  directly  or  virtually,  every 
proposal  To  the  first  the  house  tell  him  in 
their  answer  *  they  had  passed  a  Bill  for  issuing 
£100,000  more  in  bills  of  credit.*  This  alone 
had  a  direct  tendency  to  increase  the  mischief, 
but  they  add  that  to  prevent  their  depreciation, 
they  had  prohibited  the  buying,  selling,  and 
bartering  silver  at  any  higher  rates  than  set  by 
act  of  parliament.  This  certainly  could  have 
no  tendency  to  lessen  it.  Such  an  act  can  no 
more  be  executed,  than  an  act  to  stop  the  ebbing 
and  flowing  of  the  sea.  It  wotdd  probably  carry 
away  and  keep  out  all  silver  and  gold.  The 
i>BPBBCL4TioK  of  their  currency^  woQdy  notwiih- 
standing,  havb  bebn  as  visiblb  bt  the  risb  of 
bxchahob  with  fobbigk  countbibs,  and  have 
been  as  sensibly  felt  by  every  creditor  among 
themselves. 

**  In  1733,  there  was  a  general  complaint 
throughout  the  four  governments  of  New  Eng- 
land, of  the  unusual  scarcity  of  money.  There 
was  as  large  a  sam  current  in  bills  of  credit  as 
ever,  but  the  bills  having  depreciated  they 
answered  the  purposes  of  money  so  much  less  in 
proportion.  The  Massachusetts  and  New  Hamp- 
l  shire  were  clogged  with  royal  instructions.    It 
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wa3  owing  to  them,  that  those  governments  had 
not  issued  bills  to  as  great  an  amonnt  as  Rhode 
Island.  Connecticut,  though  under  no  restraint, 
yet  consisting  of  more  husbandmen,  and  fewer 
traders  than  the  rest,  did  not  so  much  feel  the 
want  of  money.  The  Massachusetts  people  were 
dissatisfied  that  Rhode  Island  should  send  their 
bills  among  them,  and  take  away  their  substance, 
and  employ  it  in  trade,  and  many  people  wished 
to  see  the  bills  of  each  goyemment  current  within 
the  limits  of  such  goyemment  only.  In  the 
midst  of  this  discontent,  Rhode  Island  passed  an 
act  for  issuing  £100,000  upon  loan,  for,  I  thiuk, 
twenty  years,  to  their  own  inhabitants,  who  would 
immediately  haye  it  in  their  power  to  add 
XI  00,000  to  their  trading  stock  from  the  horses, 
sheep,  lumber,  fish,  &c.,  of  the  Massachusetts  in- 
habitants. The  merchants  of  Boston,  therefore, 
confederated  and  mutually  promised  not  to  re- 
ceiye  any  bills  of  the  new  emission,  but  to  pro- 
vide a  currency,  a  large  number  formed  them- 
selves into  a  company,  entered  into  covenants, 
chose  directors,  &c.,  and  issued  £110,000  re- 
deemable in  ten  years  in  silver,  at  19b.  the  ounce, 
the  then  current  rate,  or  gold  in  proportion,  a 
tenth  part  annually.  About  the  same  time  the 
Massachusetts  treasury,  which  had  been  long 
shut,  was  opened,  and  the  debts  of  two  or  three 
years  were  all  paid  at  one  time  in  bills  of  credit ; 
to  this  was  added  the  ordinary  emissions  of  bills 
from  New  Hampshire,  and  Connecticut,  and 
some  of  the  Boston  merchants,  tempted  by  an 
opportunity  of  selling  their  English  goods,  having 
broke  through  their  engagements,  and  received 
the  Rhode  Island  bills,  ^  the  rest  soon  followed 
the  example.  All  these  emissions  made  a  flow 
of  money;  silver  rose  from  I9s.  to  27«.  the  ottnce^ 
and  exchange  with  all  other  countries  consemtenUy 
rose  (dso,  and  every  creditor  was  defrauded  of 
about  one-third  of  his  just  dues.  As  soon  as 
silver  rose  to  27«.,  the  notes  issued  by  the  merchants 
payable  at  19«.  were  hoarded  vp^  and  no  longer 
answered  the  purposes  of  money.  Although  the 
currency  was  lessened  by  taking  away  the  notes, 
yet  what  remained  never  increased  in  value, 
silver  continuing  several  years  about  the  same 
rate,  until  it  took  another  large  jump.  Thus 
very  great  injustice  was  caused  by  this  wretched 
paper  currency,  and  no  relief  of  any  sort  obtained; 
for  by  this  sinking  in  value,  though  the  nominal 
sum  was  higher  than  it  had  ever  been  before, 
yet  the  currency  would  produce  no  more  sterling 
money  than  it  would  have  done  before  the  late 
emission  were  made.** 

392.  The  same  historian  continues,  p.  392, 9ub 
annd  1738,  **  Towards  the  end  of  the  year,  a  great 
clamor  arose  agdnst  the  governor  for  adhering  to 
his  instruction  about  paper  money,  and  against 
the  three  representatives  for  their  pernicious 
principles  upon  the  subject  of  paper  money,  and 
at  the  town  election  for  1739,  three  others  were 
chosen  in  their  stead,  two  of  them  professedly 
disaffected  to  the  governor  and  promoters  of 
popular  measures,  the  third,  though  of  great  in- 
tegrity, and  for  that  reason  desirous  of  a  fixed 
currency,  yet  in  his  judgment  against  reducing 
the  paper  money,  and  a  favourer  of  schemes  for 
preventing  its  depreciation.  Many  country  towns 
followed  the  example  of  Boston,  and  it  appeared 
that  a  majority  of  the  House  were  of  the  same 
principles  with  the  town  members.    After  Mr. 


Belcher's  arrival,  the  House,  as  we  have  observed, 
had  passed  a  vote  for  depositing  £500  sterling  in 
the  Bank  of  England,  to  be  used  as  they,  or  their 
successors,  should  think  proper.  This  was  con« 
curred  in  council,  and  consented  to  by  the  gover- 
nor.  This  money,  it  was  said,  could  not  be  better 
applied,  than  in  soliciting  a  relaxation  of  the  go- 
vernor's instruction  against  paper  money,  and 
Mr.  Kilby,  one  of  the  Boston  representatives,  was 
chosen  agent  for  the  House,  and  a  petition  was 
by  him  presented  from  the  House  to  his  Majesty 
in  Council,  but  it  had  no  effect. 

"  A  general  dread  of  drawing  in  all  the  paper 
money,  without  a  substitution  of  any  other  m- 
strument  of  trade  in  the  place  of  it,  disposed  a 
great  part  of  the  province  to  favour  what  was 
called  the  land  bank,  a  manufactory  scheme, 
which  was  begun,  or  rather  revived,  in  this  year, 
1739,  and  produced  such  great  and  lasting  mischief, 
that  a  particular  relation  of  the  rise^  progress^  and 
overthrow  of  it  may  he  of  use  to  discoubaos 

AND  PBBVENT  AKT  ATrSMPTS  OF  THB  LIKE  NA- 

TDBB  IB  FUTCBB  AGB8.  Bv  a  straugo  couduct  in 
the  general  court,  they  had  been  issuing  bills  of 
credit  for  eight  or  ten  years,  annually,  for  charges 
of  Government,  and  being  willing  to  each  present 
year,  they  had  put  off  the  redemption  of  the  bills 
as  far  as  they  could,  but  the  governor  beins  re- 
strained by  his  instruction  from  going  beyond  the 
year  1741,  that  year  was  unreasonably  loaded 
with  thirty  or  forty  thousand  pounds  sterling 
taxes,  which,  according  to  the  general  opinion 
of  the  people,  it  was  impossible  to  levy,  not 
only  on  account  of  the  large  sum,  but  be- 
cause all  the  bills  in  the  province  were  but  just 
suflicient  to  pay  it,  and  there  was  very  little 
silver  or  gold,  which  by  an  act  of  government  was 
allowed  to  be  paid  for  taxes,  as  equivalent  to  the 
bills.  A  scheme  was  laid  before  the  general 
court  by  the  author  of  this  history,  then  one  of 
the  representatives  of  Boston,  in  which  it  was 
proposed  to  borrow  in  England  upon  interest, 
and  to  import  into  the  province,  a  sum  in  silver 
equal  to  all  the  bills  then  extant,  and  therewith 
to  redeem  them  from  possessors,  and  furnish  a 
currency  for  the  inhabitants,  and  to  repay  the 
silver  at  distant  periods,  which  would  render  the 
burden  of  taxes  tolerable  by  an  equal  division  on 
a  number  of  a  future  years,  and  would  prevent 
the  distress  of  trade  by  the  loss  of  the  only  in- 
strument, the  bills  of  credit,  without  another  pro- 
vided in  its  place.  But  this  proposal  was  rejected. 
One  great  frailty  of  human  nature— an  inability, 
or  indisposition,  to  compare  a  distant,  though 
certain,  inconvenience,  with  a  present  conveni- 
ence or  delight,  is  said  by  some  strangers,  who 
come  among  us  from  Europe,  to  be  prevalent  in 
Americans,  so  as  to  make  it  one  of  their  distinguish- 
ing characteristics.  Be  that  as  it  may,  it  is  certain 
that,  at  this  time,  a  great  number  of  private  per- 
sons, alleging  that  the  preceding  general  court, 
having  suffered  the  province  to  be  brought  into 
distress,  from  which  it  was  not  in  the  power  of 
their  successors  to  afford  relief,  the  royal  in- 
struction being  a  bar  to  any  future  emissions  of 
bills,  until  all  that  were  then  extant  should  be 
redeemed,  resolved  to  interpose.  Royal  instruc- 
tions were  no  bar  to  the  proceedings  of  private 
persons.  The  project  of  a  bank  in  the  year 
1714  was  revived.  The  projector  of  that  bank 
now  put  himself  at  the  head  of  seven  or  eight 
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lumdred  persons,  some  ftew  of  rank  and  good 
estate,  bnt  generally  of  low  condition  among  the 
plebeians,  and  of  small  estate,  and  many  of  them 
perhaps  insolvent.  This  notable  company  were 
to  giTe  credit  to  XI 50,000  lawful  money,  to  be 
issued  in  bills,  each  person  being  to  mortgage  a 
real  estate,  in  proportion  to  the  sums  he  sub- 
scribed and  took  out,  or  to  give  bond  with  two 
sureties,  bnt  personal  security  was  not  to  be 
taken  for  more  than  £100  from  any  one  person. 
Ten  directors  and  a  treasurer  were  to  be  chosen 
by  the  Company.  Every  subscriber,  or  partner, 
was  to  pay  3  per  cent,  interest  for  the  sum  taken 
out,  and  5  per  cent  of  the  principal,  and  he  that 
did  not  pay  bUls  might  pay  the  produce  and 
niannfoctnre  of  the  province  at  such  rates  as  the 
directors  from  time  to  time  should  set,  and  they 
should  commonly  pass  in  lawful  money.  The 
pretence  was  that,  by  thus  furnishing  a  medium 
and  Instrument  of  trade,  not  only  the  inhabitants 
in  general  would  be  better  able  to  procure  the 
province  bills  of  credit  for  their  taxes,  but  trade, 
foreign  and  inland,  would  revive  and  flourish. 
The  fate  of  the  project  was  thought  to  depend 
iip<m  the  opinion  which  the  generfd  court  should 
form  of  it.  It  was  necessary,  therefore,  to  have  a 
house  of  representatives  well  disposed.  Besides 
the  800  persons,  subscribers,  the  needy  part  of 
the  province  in  general  favoured  the  scheme. 
One  of  their  votes  will  go  as  far  in  popular 
election  as  one  of  the  most  opulent.  The  former 
are  most  numerous,  and  it  appeared  that  by  far 
the  majority  of  the  representatives  for  1740  were 
subscribers  to,  or  favourers  of,  the  scheme,  and 
they  have  ever  since  been  diBtinguished  by  the 
name  of  the  land  bank  house. 

*^  Men  of  estates  and  the  principal  merchants  in 
the  province  abhorred  the  project,  and  refused  to 
receive  the  bills,  but  great  numbers  of  shopkeepers, 
who  had  lived  for  a  long  time  before  upon  the 
fruud  of  a  depreciating  currency,  and  many  small 
traders,  gave  credit  to  the  bills.  The  directors, 
it  was  said,  by  a  vote  of  the  company,  became 
traders,  and  issued  just  what  bills  they  thought 
proper,  without  any  fund,  or  security,  for  their 
ever  being  redeemed.  They  purchased  every  sort 
of  commc^ity,  ever  so  much  a  drug,  for  the  sake 
of  pushing  off  their  bills,  and  by  one  means  or 
other  a  la^  sum,  perhaps  fifty  or  sixty  thousand 
pounds,  was  abroad.  To  lessen  the  temptation 
to  receive  the  bUls,  a  company  of  merchants  agreed 
to  issue  their  notes,  or  bills,  redeemable  by  silver 
and  gold,  at  distant  periods,  much  like  the  scheme 
in  1733,  and  attended  with  no  better  effect.  The 
goremor  exerted  himself  to  blast  this  fraudulent 
undertaking,  the  land  bank.  Not  only  such  civil 
and  military  officers,  as  were  directors  or  partners, 
bnt  all  who  received  and  paid  any  of  tiie  bills, 
were  displaced.  The  governor  negatived  the  per- 
son chosen  Speaker  of  the  House,  being  a  director 
of  the  bank,  and  afterwards  negatived  thirteen  of 
the  new  elected  councillors,  who  were  directors, 
or  partners  in,  or  reputed  favorers  of,  the  scheme. 
But  idl  was  insufficient  to  suppress  it.  Perhaps 
the  major  part  in  number  of  the  inhabitants  of  the 
province  openly,  or  secretly,  were  well-wishers  to 
it.  One  of  the  directors  afterwards  acknowledged 
to  me,  that  although  he  entered  into  the  company 
with  a  view  to  the  public  interest,  yet  when  he 
found  what  power  and  influence  they  had  in  ail 
public  concerns,  he  was  convinced  that  it  was 
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more  than  belonged  to  them,  more  than  they  could 
make  a  good  use  of,  and  therefore  unwarrantable. 
Many  of  the  most  sensible  discreet  persons  in  the 
province  saw  a  general  confusion  at  hand.  The 
authority  of  Parliament  to  control  all  public  and 
private  persons  in  the  colonies  was,  in  that  day, 
questioned  by  nobody.  Application  was  there- 
fore made  to  Parliament  for  an  act  to  suppress 
the  company,  which,  notwithstanding  the  opposi- 
tion made  by  their  agent,  was  very  easily  ob- 
tained, and  therein  it  was  declared  that  the  Act  of 
the  6th  of  King  Greorge  the  First,  chapter  18,  did 
and  does,  and  shidl,  extend  to  the  colonies  and 
plantations  in  America.  It  was  said  that  the  Act 
of  Greorge  I.,  when  it  passed,  had  no  relation  to 
America;  but  another  Act,  twenty  years  after, 
gave  it  a  force  even  from  the  passing  it,  which  it 
never  could  have  had  without.  This  was  said  to 
be  an  instance  of  the  transcendant  power  of  Par- 
liament. Although  the  company  was  dissolved, 
yet  the  Act  of  Parliament  gave  the  possessors  of  the 
bills  a  r^ht  of  action  against  every  partner  or 
director  for  the  sums  expressed,  with  interest. 
The  company  were  in  a  maze.  At  a  general 
meeting  some,  it  was  said,  were  for  running  all 
hazards,  although  the  Act  subjected  them  to  a 
prffimunire,  but  the  directors  had  more  prudence, 
and  advised  them  to  declare  that  they  considered 
themselves  dissolved,  and  met  only  to  consult 
upon  some  method  of  redeeming  their  bills  from 
the  possessors,  which  every  man  engaged  to  en . 
deavor,  in  proportion  to  his  interest,  and  to  pay 
in  to  the  directors,  or  some  of  them,  to  bum  and 
destroy.  Had  the  company  issued  their  bills  at 
the  value  expressed  in  the  face  of  them,  ttkej 
would  have  had  no  reason  to  complain  of  being 
obliged  to  redeem  them  at  the  same  rate,  but  as 
this  was  not  the  case  in  general,  and  many  of  the 
possessors  of  the  bills  hi^  acquired  them  for  half 
their  value,  as  expressed,  equity  could  not  be 
done,  and  so  far  as  respected  the  company,  per- 
haps Parliament  was  not  very  anxious,  the  loss 
they  sustained  being  but  a  just  penalty  for  their 
unwarrantable  undertaking,  if  it  had  been  pro- 
perly applied.  Had  not  the  Parliament  inter- 
posed, the  province  would  have  been  in  the  utmost 
confusion,  and  the  authority  of  government  en- 
tirely in  the  land  bank  company.*' 

393.  The  opposition  of  the  governor,  Mr. 
Belcher,  to  the  land  bank,  aroused  a  strong  ani- 
mosity against  him.  Which  succeeded  in  displacing 
him,  and  a  new  governor  was  appointed.  Upon 
his  assuming  office,  he  found  affairs  in  some  con- 
fusion. **  But  the  gi*and  affair  to  settle  was  that 
of  the  bills  of  credit.  The  instruction  was  ex- 
press not  to  consent  to  any  act,  which  should  con- 
tinue the  bUls  beyond  the  time  fixed  for  their 
being  brought  in.  If  this  was  complied  with,  a 
tax  must  have  been  made  for  the  whole  sum  ex- 
tant in  that  year,  1741.  This,  it  was  said,  would 
be  a  burden  that  the  people  would  never  bear. 
Mr.  Shirley  (the  governor)  was  sensible  that  the 
intent  of  his  instructions  was  the  prevention  of  a 
depreciating  currency.  No  matter  how  larse  a 
sum  in  bills  was  current,  if  their  value  could  be 
secured.  If  the  spirit  of  the  instruction  could  be 
preserved,  an  exact  conformity  to  the  letter  would* 
not  be  required;  every  scheme  for  fixing  the 
value  of  the  bills  had  failed.  A  new  project  was 
reported  by  a  committee  of  the  House,  and  ac- 
cepted, ana  afterwards  concurred  by  the  council. 
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0iid  conBented  to  by  the  goyernor.    This  was  a 
scheme  to  establish  an  ideal  measure  in  all  trade, 
and  dealings,  let  the  instrument  be  what  it  would. 
The  Act  which  passed  the  court  declared  that  all 
contracts  should  be  understood  payable  in  silver, 
at  6s.  8d.  the  ounce,  and  gold  in  proportion.   Bills 
of  a  new  form  were  issued,  20s.  of  which  expressed 
in  the  face  of  the  bill  three  ounces  of  silver,  and 
they  were  to  be  received  accordingly,  in  all  public 
and  private  payments,  with  this  saving,  that  if 
they  should  depreciate  in  their  value,  an  addition 
should  be  made  to  all  debts,  as  much  as  the  de- 
preciation from  the  time  of  contract  to  the  time  of 
payment.    How  to  ascertain  the  depreciation  from 
time  to  time,  was  the  great  difficulty  in  framing 
the  Act*    To  leave  it  to  a  common  jury  would 
never  do.    There  was  some  doubt  whether  a  house 
of  representatives  would  be  wholly  unbiassed. 
At  length  it  was  agreed  that  the  eldest  councillor 
in  each  county  shofid  meet  once  a  year,  and  ascer- 
tain the  depreciation.    This  is  said  to  have  been 
the  scheme  of  Colonel  Stoddart  of  Northampton, 
a  gentleman  of  good  sense  and  great  virtue,  who 
probably  saw  the  defects,  but  hoped  to  substitute 
a  lesser  evil  in  the  place  of  a  greater. 

^*  This  at  best  must  have  been  a  very  partial 
onre.  It  did  not  prevent  the  loss  from  the  depre- 
ciation of  the  bills  in  those  persons*  hands, 
through  which  they  were  continually  passing. 
All  debts,  which  were  contracted  and  paid  be- 
tween the  periods  when  the  value  of  the  bills 
were  fixed  annually,  could  not  be  affected  by  such 
fixing,  and,  unless  in  debts  of  long  standing, 
which  the  debtor  could  not  pay  without  an  action 
at  law,  demand  was  not  ordinarily  made  for  de- 
preciation, and  what  rendered  it  of  little  effect  in 
all  other  cases,  the  councillors  appointed  to  esti- 
mate the  depreciation  never  had  firmness  enough, 
in  any  mstance,  to  make  the  full  allowance,  but 
when  silver  and  exchange  had  rose  20  per  cent, 
or  more,  an  addition  was  made  of  4  or  5  only. 
The  popular  cry  was  against  it,  and  one  year, 
when  Nathaniel  Hubbard,  Esq.,  the  eldest  coun- 
cillor for  the  county  of  Bristol,  a  gentleman  of 
amiable  character,  and  who  filled  the  several 
posts  he  sustained  with  applause,  endeavoured  to 
approach  nearer  to  a  just  allowance  than  had 
been  made  in  former  vears,  he  felt  the  resentment 
of  the  House,  who  left  him  out  of  the  council  the 
next  election.  In  short,  tiie  Act  neither  pre- 
vented the  depreciation  of  the  bills  nor  afibrded 
relief  in  case  of  it,  and  was  of  no  other  service 
than  to  serve  as  a  warning,  when  an  Act  passed 
for  the  establishing  a  fixed  currency  a  few  years 
after,  to  leave  nothing  to  be  done  by  any  person, 
or  bodies  of  men,  or  even  future  legislatures,  to 
pve  the  Act  its  designed  effect,  but  in  the  Act 
Itself,  to  make  full  provision  for  its  execution  in 
eveij  part." 

"In  1747,"  continues  the  historian,  p.  435,  "By 
the  expedition  to  Louisburgh,  the  preparation  for 
the  reduction  of  Canada,  and  the  several  supplies 
of  men  for  Nova  Scotia,  the  province  had  issued 
an  immense  sum  in  bills  of  credit,  between  two 
and  three  millions,  according  to  their  denomina- 
tion in  the  currency.  The  greatest  part  of  this 
*  sum  had  been  issued  when  between  five  and  six 
six  hundred  pounds  was  equal  to  about  £100 
sterling,  and  perhaps  the  real  consideration  the 
Government  received  from  the  inhabitants  who 
gave  credit  to  them  was  near  £400,000  sterling. 


and  the  whole  debt  of  the  province  did  not  mucB 
exceed  £200,000  sterling.  Thus  the  people  had 
paid  £200,000,  sterling  in  two  or  three  years,  besides 
a  large  sum  raised  by  taxes  each  year,  as  much 
as  it  was  supposed  the  people  were  able  to  pay ; 
but  to  pay  by  the  depreciation  of  the  bills, 
although  infinitely  unequal,  yet,  as  they  were 
shifting  hands  every  day,  it  was  almost  insensible, 
a  possessor  of  a  large  sum  for  a  few  days,  not 
perceiving  the  difference  in  their  value  between 
the  time  when  he  received  them,  and  the  time 
when  he  parted  with  them.  The  apprehension 
of  their  depreciation  tended  to  increase  it,  and 
occasioned  a  quick  circulation  for  some  time, 
even  for  English  goods,  which  ordinarily  sell  for 
the  longest  credit,  nobody  pretended  to  ask 
credit.  They  were  constantly,  however,  dying 
in  somebody's  hand,  though  nobody  kept  them 
long  by  them.  Business  was  brisk,  men  m  trade 
increased  their  figures,  but  were  sinking  the  real 
value  of  their  stock,  and,  what  is  worse,  by  en- 
deavours to  shift  the  loss  attending  such  a  per- 
nicious currency  from  one  to  another,  fraudulent 
dispositions  and  habits  are  acquired,  and  the 
morals  of  the  people  depreciate  with  the  cur- 
rency. 

"  The  Government  was  soliciting  for  the  reim- 
bursement of  the  charge  in  taking  and  securing 
of  Cape  Breton,  and  by  the  address,  assiduity, 
and  fidelity  of  William  Bollan,  Esq.,  who  was 
one  of  the  agents  of  the  province  for  that  purpose, 
there  was  a  hopeful  prospect  that  the  full  sum, 
£180,000  sterling,  would  be  obtained. 

"  Some  of  the  ministry  thought  it  sufficient  to 
grant  such  sum  as  would  redeem  the  bills  issued 
for  the  expedition,  &c.,  at  their  depreciated 
value,  and  Mr.  KUby,  the  other  agent,  seemed  to 
despair  of  obtaining  more ;  but  Mr.  Bollan,  who 
had  an  intimate  knowledge  of  our  public  affairs, 
set  the  injustice  of  this  proposal  in  a  clear  light, 
and  made  it  evident  that  the  depreciation  of  the 
bills  was  as  effectually  a  charge  borne  by  the 
people,  as  if  the  same  proportion  of  bills  had 
been  drawn  on  by  taxes,  and  refused  all  proposals 
of  accommodation,  insisting  upon  the  full  value  of 
the  bills  when  issued.  He  certainly  has  great 
merit  for  this  and  other  services. 

"Mr.  Hutchinson,  who  was  then  Speaker  of 
the  House  of  Representatives,  imagined  this  to 
be  a  most  favourable  opportunity  for  abolishing 
bills  of  credit,  the  source  of  so  much  iniquity,  and 
for  establishing  a  stable  currency  of  gold  and 
silver  for  the  future.  About  £2,200,000  would 
be  outstanding  in  bills  in  the  year  1749.  One 
hundred  and  eighty  thousand  pounds  sterling,  at 
eleven  for  one,  which  was  the  lowest  rate  of 
exchange  with  London  for  a  year  or  two  before, 
and  perhaps  the  difference  was  really  twelve  for 
one,  would  redeem  £1,980,000,  which  would 
leave  but  £220,000  outstanding ;  it  was,  therefore, 
proposed  that  the  sum  granted  by  Parliament 
should  be  shipped  to  the  province,  in  Spanish 
milled  dollars,  and  applied  for  the  redemption  of 
the  bills,  as  far  as  it  would  serve  for  that  purpose, 
and  that  the  remainder  of  the  bills  should  be 
drawn  in  by  a  tax  on  the  year  1749.  This 
would  finish  the  biUs.  For  the  future,  silver  of 
sterling  aUoy,  at  6s.  8d.  the  ounce,  if  payment 
should  be  made  in  bullion,  or  otherwise,  milled 
dollars,  at  68.  each,  should  be  the  lawful  money 
of  the  province,  and  no  person  should  receive  or 
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pay,  witliin  the  province,  bills  of  credit  of  ftny  of 
the  other  ^ovemments  of  New  England.  This 
proposal  being  made  to  the  governor,  he  approved 
of  it,  as  founded  in  justice,  and  tending  to  promote 
the  real  interest  of  the  province,  but  he  knew  the 
attachment  of  the  people  to  paper  money,  and 
sappoeed  it  impracticable.  The  speaker,  however, 
laid  the  proposal  before  the  house,  whero  it  was 
received  with  a  smile,  and  generally  thought  to  be 
an  Utopian  project,  and  rather  out  of  deference  to 
the  speaker,  than  from  an  apprehension  of  any 
effect,  the  house  appointed  a  committee  to  con- 
sider of  it  The  committee  treated  it  in  the  same 
manner,  but  reported  that  the  speaker  should  be 
desired  to  bring  in  a  bill  for  the  consideration  of 
the  house.  When  this  came  to  be  known  abroad, 
exceptions  were  takeo,  and  a  clamour  raised  from 
every  quarter.  The  major  part  of  the  people  in 
number,  wero  no  sufferers  by  a  depreciating  cur- 
rency, the  number  of  debtors  is  always  more  than 
the  number  of  creditors;  and  ^thouffh  debts  on 
specialties  had  allowance  made  in  judgments  of 
court  for  depreciation  of  the  bills,  yet  on  simple 
contracts,  of  which  there  were  ten  to  one  specialty, 
no  allowance  was  made.  Those  who  were  for  a 
fixed  cumncy  were  divided.  Some  supposed  the 
bills  might  be  reduced  to  so  snudl  a  quantity,  as 
to  be  fixed  and  stable,  and  therefwe  were  for  re- 
deeming as  many  by  bills  of  exchange,  as  ^ould 
be  thought  superfluous;  others  were  for  putting 
an  end  to  the  bills,  but  in  a  gradual  way,  otiier- 
wise  it  was  said  a  fatal  shock  would  be  given  to 
trade.  This  last  was  the  objection  of  many  men 
of  good  sense.  Douglass,  who  had  wrote  well 
upon  the  ^aper  curroncy,  and  had  been  the  oracle 
of  the  anti-paper  party,  was  among  them,  and,  as 
his  manner  was  with  all  who  differod  from  him, 
discovered  as  much  rancour  against  the  author 
and  promoters  of  this  new  project,  as  he  had  done 
against  the  fraudulent  contrivers  of  paper  money 
emissions. 

**  The  bills,  it  was  said,  had  sunk  gradually  in 
their  value  from  6s.  lO^d.  to  60s.  the  ounce,  by 
this  means,  creditors  had  been  defrauded,  it  was 
but  reasonable  they  should  rise  gradually,  that 
justice  might  be  done.  But  the  creditors  and 
debtors  would  not  be  the  same  in  one  instance  in 
a  thousand,  and  where  this  was  not  the  case  the 
injury  was  the  same  to  oblige  any  one  to  pay 
more,  as  to  receive  less,  than  was  justly  due. 
Others  were  for  exchanging  the  bills  at  a  lower 
rate  than  the  then  current  price  of  silver.  The 
inhabitants  had  given  cremt  to  the  government 
when  silver  was  at  80s.  the  ounce,  and  ought  to 
be  paid  accordingly.  Two  of  the  representatives 
of  Boston  urged  their  being  exchanged  at  30s., 
which  would  have  given  a  most  unreasonable 
profit  to  the  present  possessor,  who  had  taken 
them  at  55s,  or  60s.  To  draw  over  some  of  this 
party  concessions  were  made,  and  the  bills  were 
exchanged  at  50e.  the  ounce,  instead  of  558.,  as 
was  at  first  proposed. 

**  Some  of  tike  directors  and  principal  pro- 
moters of  the  land  bank  scheme,  being  at  this 
time  menibers  of  the  general  court,  unexpectedly 
joined  with  the  party,  who  were  for  nnishing 
paper  money ;  but  the  opposition  was  so  great. 
that  after  many  weeks  spent  in  debating  ana 
settling  the  several  parts  of  the  bill,  and  a  whole 
day*s  debate  at  last  in  a  committee  of  the 
whole  house,  upon  the  expediency  of  passing 


the  bill,  as  thus  settled,  it  was  rejected,  and  the 
report  of  the  committee  accepted. 

"  It  seems  to  be  of  no  consequence  to  the  pre- 
rogative, whether  the  currency  of  a  cdony  be 
silver  or  paper ;  but  the  royal  instructions,  from 
time  to  time,  for  preventing  a  depreciating  cur- 
rency, caused  merely  by  a  gracious  regard  to  the 
interest  of  the  people,  hi^  generally  engaged, 
what  was  called  the  country  party,  in  opposition 
to  them,  and  in  favor  of  paper.    It  was  the  case 
at  this  time.    However,  the  next  morning,  two 
of  the  members  of  the  house,  zealous  adherers  to 
this  party,  and  who  had  been  strong  opposers  of 
the  bill,  came  early  to  the  house  to  wait  the 
coming  of  the  speaker,  and  in  the  lobby  let  him 
know,  that  although  they  were  not  satisfied  with 
several  parts  of  the  bill,  yet  they  were  alarmed 
with  the  danger  to  the  province  from  the  schemes 
of  those  persons,  who  were  for  a  gradual  reduc- 
tion of  the  bills,  and  by  that  means  for  raising 
the  vsJue  of  the  currency,  without  any  provision 
for  the  relief  of  debtors,  and  therefore  they  had 
changed  their  minds ;  and  if  the  bill  could  be 
brought  forward  again  they  would  give  their 
voice  for  it,  and  others,  who  had  opposed  it, 
would  do  the  same.     The  speaker,  who  had 
looked  upon  any  further  attempt  to  be  to  no 
purpose,  acquainted  them  that  he  did  not  think  it 
proper  to  desire  anv  of  the  favorers  of  the  biU  to 
move  for  a  reconsideration  of  it,  inasmuch  as  it 
had  been  understood,  and  agreed  in  the  house, 
the  day  before,  that  if,  upon  a  full  debate  had, 
the  bill  should  be  rejected,  no  further  motion 
should  be  made  about  it.    As  soon  as  the  house 
met,  upon  a  motion  by  one  of  these  members, 
seconded  by  the  other,  the  bill  was  again  brought 
under  consideration,  and  passed  the  house,  as  it 
afterwards  did  the  council,  and  had  the  governor's 
consent.    The  provision  made  by  this  Act  for 
the  exchange  of  the  bills,  and  for  establishing  a 
silver  currency,  was  altogether  conditional,  and 
depended  upon  a  grant  of  Parliament  for  reim- 
bursement of  the  charge  of  the  Cape  Breton  expe* 
dition.  This  being  at  a  distance,  and  not  absolutely 
certain,  the  Act  had  no  sudden  effect  upon  the 
minds  of  the  people,  but  when  the  news  of  the 
grant   arrived,   the   discontent  appeared   more 
visible,  and  upon  the  arrival  of  the  money,  there 
were  some  beginnings  of  tumults,  and  the  authors 
and  promoters  of  the  measure  were  threatened. 
The  government  passed  an  Act  with  a  severe 
penalty  against  riots,  and  appeared  determined  to 
carry  the  other  Act  for  exchanging  the  bills  into 
execution.    The  apprehension  of  a  shock  to  trade 
proved  groundless;   the  bills   being   dispersed 
through  every  part  of  the  province,  the  silver  took 
place  instead  of  them,  a  good  currency  was  insen- 
sibly substituted  in  the  room  of  a  bad  one,  and 
every  branch  of  business  was  carried  on  to  greater 
advantage  than  before.    The  other  igoveroments, 
especially  Connecticut  and  Rhode  Island,  who  re- 
fused, upon  being  invited,  to  conform  their  cur- 
rency to  the  Massachusetts,  felt  a  shock  in  their 
trade,  which  they  have  not  yet  recovered.    The 
latter  had  been  the  importers  for  the  Massa- 
chusetts, of  West  India  ffoods,  for  many  years, 
which  ceased  at  once.     New  Hampshire,  after 
some  years,  revived  its  business,  and  increased 
their  trade  in  Enslish  goods,  which  formerly  they 
had  been  supplied  with  from  the  Massachusetts.** 
894.    Thus  we  see  exemplified  in  this  colony, 
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exactly  the  same  phenomena  as  we  have  already 
observed  in  England  and  Ireland  from  excessiye 
issues  of  paper.  Moreover,  we  see  that  when  a 
paper  cnrrency,  which  was  greatly  depreciated, 
was  in  circulation,  and  another  was  issued,  a  great 
deal  more  depreciated,  the  paper  currency  which 
was  the  less  depreciated  immediately  disappeared 
from  circulation.  The  following  figures,  shewing 
the  exchange  with  London  and  the  price  of  silver, 
in  Massachusetts,  will  illustrate  their  rise  in  con- 
sequence of  paper  issues : — 


Exchange 

Sflver 

Exchange 

Snver 

with 

per 

with 

per 

London. 

ounce. 

London. 

onnoe. 

1702. 

,    133  . 

.  6  10i 

1728. 

.   840. 

.  18    0 

1706  . 

.   136  . 

.  7    0 

1780. 

.   880  . 

.  20    0 

1713  . 

.    150. 

.  8    0 

1787  . 

.   600. 

.  26    0 

1716  . 

.    176  . 

.  9    3 

1741  . 

.   660. 

.  28    0 

1717  . 

.   226  . 

12    0 

1749. 

.1100. 

.  60    0 

1722  . 

.   270. 

H    0 

395.  We  have  not  such  full  and  minute  records 
of  the  issues  of  paper  currency  in  the  other  colo- 
nies as  in  Massachusetts,  and  the  story  must  be 
pretty  much  the  same  in  all.  We  shall,  therefore, 
be  very  brief  in  regard  to  the  other  states.  In 
1702,  the  colonies  were  called  upon  to  join  in  the 
war  between  England  and  Spain,  and  South  Ca- 
rolina fitted  out  an  expedition  against  the  Spanish 
settlement  of  St.  Augustine,  which  left  her  with  a 
debt  of  £6,000  sterling.  The  legislature  passed 
an  Act  to  stamp  bills  of  credit.  For  five  or  six 
years  these  were  not  depreciated.  But  they  were 
afterwards  issued  in  such  profusion,  that  they  be- 
came more  depreciated  than  in  almost  any  other 
colony  except  Massachusetts. 

396.  In  1 708  Barbadoes  adopted  the  scheme  of 
Mr.  Woodbridge,  of  New  England,  for  creating  an 
issue  of  paper  money,  and  emitted  £80,000  at 
4  per  cent.,  the  usual  rate  of  interest  being  10  per 
cent.  The  bills  fell  to  40  per  cent,  discount  soon 
after  they  were  issued,  and  threw  everything  into 
confusion  in  the  island.  A  few  years  afterwards, 
orders  were  sent  out  from  the  court  of  England  to 
the  Governor,  Mr.  Crow,  to  remove  from  the 
Council,  and  all  places  of  trust,  all  who  had  been 
concerned  in  the  issue  of  paper. 

397.  In  1709,  an  expedition  against  Canada 
was  planned,  and  New  York  issued  £13,000  in 
bills,  to  fit  it  out.  The  bills  were  valued  at  8s. 
the  ounce  in  silver,  and  bore  interest.  This 
State  was  one  of  the  most  moderate  in  its  issues, 
and  the  exchange  with  London  never  exceeded 
190.  In  the  same  year  New  Jersey  issued  £3,000 
in  bills,  to  be  cancelled  the  same  year,  and  in 
1711  it  issued  £5,000,  to  be  cancelled  in  1712  and 
1713.  In  1750,  the  West  Jersey  currency  was 
equal  to  that  of  Pennsylvania,  and  the  East 
Jersey  currency  to  that  of  New  York. 

398.  In  1710,  Rhode  Island  was  ordered  to 
contribute  to  the  Canada  expedition.  She  then 
commenced  the  issue  of  paper  money,  or  as  the 
Inveterate  enemy  of  paper  money,  Dr.  Douglass, 
says,  *^  She  has  found  that  the  most  beneficial 
business  has  been  bankings  or  negociating  a  base, 
fraudulent  paper  money  currency."  From  1710 
to  1747,  tWs  State  issued  at  various  times,  on  the 
whole  £312,000,  which  was  redeemed  at  different 
times.  In  1748,  Parliament  voted  money  to  the 
colonies  to  defrjy  the  expenses  they  had  been 
put  to,  and  Rhode  Island  applied  the  money  to 
redeem  the  paper  currency,  and  in  that  year  paid 
off  £88,725.     In  1750,  it  had  not  more  than 


£708  sterling  outstanding.  But  it  had  issued  bt 
addition  another  species  of  paper,  to  the  amount 
of  £390,000,  in  loans  on  land  and  other  securities. 
There  had  been  no  increase  in  these  since  1747, 
and  they  were  being  gradually  reduced.  The 
exchange  in  1750  stood  at  200. 

399.  In  1712,  North  Carolina  engaged  in  war 
with  the  Tuscaroras,  an  Indian  tribe  settled 
within  its  limits,  and  issued  bills  to  the  amount 
of  £8,000.  In  the  same  year  South  Carolina 
issued  '*  a  Bank  **  of  £48,000.  Exchange  rose  in 
the  first  year  to  150 ;  in  the  second  to  200 ;  in 
1731  it  stood  at  700,  and  continued,  with  very 
little  variation,  at  that  rate  for  more  than  forty 
years. 

400.  In  1723,  Pennsylvania  made  its  first 
issue  of  paper  money.  In  March  it  issued 
£15,000  of  bills  upon  land,  or  plate,  deposited 
with  the  loan  office ;  it  charged  5  per  cent.,  and 
made  the  bills  legal  tender,  on  pain  of  forfeiting 
the  debt,  or  the  commodity.  Heavy  penalties 
were  enacted  against  making  a  difference  between 
paper  and  money.  It  was  also  enacted  that  one- 
eighth  of  the  principal,  as  well  as  the  interest, 
should  be  annually  paid.  The  same  year  a  fresh 
issue  of  £30,000  was  made.  The  usual  conse- 
quence followed.  Specie  had  once  been  abundant 
in  the  colony,  but  it  soon  disappeared ;  and  loud 
complaints  were  made  that  as  all  their  money  was 
paper,  they  had  very  little  gold  and  silver,  and 
when  any  came  in,  it  was  accounted  as  merchan- 
dize. Adam  Smith  says  of  this  Pennsylvania 
paper,  "  The  government  of  Pennsylvania  indeed 
pretended,  upon  their  first  emission  of  paper 
money  in  1722,  (1723^  to  render  their  paper  of 
equal  value  with  gola  and  silver,  by  enacting 
penalties  against  all  those  who  made  any  differ- 
ence in  the  price  of  their  goods  when  they  sold 
them  for  a  colony  paper,  and  when  they  sold  them 
for  gold  and  silver ;  a'  regulation  equally  tyran- 
nical, but  much  less  effectual  than  that  which  it 
was  meant  to  support.  A  positive  law  may  render 
a  shilling  a  legal  tender  for  a  guinea,  because  it 
may  direct  the  courts  of  justice  to  discharge  the 
debtor  who  has  made  that  tender.  But  no  posi- 
tive law  can  oblige  a  person  who  sells  goods,  and 
who  is  at  liberty  to  sell  or  not  to  sell,  as  he  pleases, 
to  accept  of  a  shilling  as  equivalent  to  a  guinea  in 
the  price  of  them.  Notwithstanding  any  regula- 
tion of  this  kind,  it  appeared  by  the  course  of 
exchange  with  Great  Britain,  that  £100  sterling 
was  occasionally  considered  an  equivalent  in  some 
of  the  colonies  to  £130,  and  in  others  to  so  great 
a  sum  as  £1,100  currency ;  this  difference  in  the 
value  arising  from  the  difference  in  the  quantity 
of  paper  emitted  in  the  different  colonies,  and  in 
the  distance  and  probability  of  the  term  of  its 
final  discharge  and  redemption.    *    *    * 

**  Pennsylvania  was  always  more  moderate  in 
its  emission  of  paper  money  than  any  other  of  our 
colonies.  Its  paper  currency,  accordingly,  is  said 
never  to  have  sunk  below  the  value  of  the  gold 
and  silver,  which  was  current  in  the  colony  before 
the  first  emission  of  its  paper  money.  Before  that 
emission  the  colony  had  raised  the  denomination 
of  its  coin,  and  had,  by  act  of  Assembly,  ordered 
5s.  sterling  to  pass  in  the  colony  for  6s.  3d.,  and 
afterwards  for  68.  8d.  A  pound  colony  currency, 
therefore,  even  when  that  currency  was  gold  and 
silver,  was  more  than  30  per  cent,  below  tne  value 
of  a  pound  sterling,  and  when  that  currency  was 
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tunied  into  paper,  it  was  seldom  more  than  30  per 
eent.  below  that  value.  The  pretence  for  raising 
the  denomination  of  the  coin,  was  to  prevent  the 
exportation  of  gold  and  silver,  by  tffaVing  eqoal 
qnantities  of  those  metals  pass  for  greater  snms 
in  the  colony  than  they  did  in  the  mother  coontry. 
It  was  ibnnd,  however,  that  the  price  of  all  goods 
from  the  mother  counbry  rose  exactly  in  propor- 
tion as  they  raised  the  denomination  of  their  coin, 
80  that  their  gold  and  silver  were  exported  as  fast 
as  ever." 

401.  In  this  passage,  Adam  Smith  has  mach 
imderrated  the  depreciation  of  the  provincial  paper 
in  general.  So  fiir  from  Pennsylvania  maintaining 
her  psiper  of  eqnal  vahie  with  gold  and  silver,  we 
find  that  from  1723  to  1726  the  price  of  gold  was 
X6  6s.  6d.,  and  silver  8s.  3d.  the  onnce ;  and  from 
1730  to  1738,  gold  was  £6  9s.  3d.,  and  silver 
86.  9d.  the  onnce,  and  the  exchange  with  Great 
Britain  in  1748  was  180,  as  may  be  seen  in  the 
subsequent  table. 

402.  In  1734  Maryland  began  to  issne  paper 
money,  which  it  did  to  the  amount  of  £90,000. 
In  1740,  8s.  of  Pennsylvania  currency  was  equal 
to  12s.  of  Maryland ;  and  in  1748,  £200  Maryland 
was  equal  to  £100  sterling.  Virginia  was  the 
only  colony  which  abstained  from  paper  issues 
till  the  War  of  Independence. 

403.  ^  The  following  figures  shew  the  state  of 
the  various  colonial  currencies  compared  to  £100 
sterling: — 

1740  17a 

New  England    ....  625  ..  .  1100 

NewYork 160  ..  .  190 

KewJeraey 160  ..  .  180 

Pennsylvania    ....  170  ..  .  180 

Maiyland 200  ..  .  200 

North  OaroUna .    •    .    .  1400  .    .  .  1000 

South  Carolina .    ...  800  ..  .  760 

Rhode  Uland    ....  200  ..  .  200 

Virginia 120 

This  table  shews  that  the  depreciation  was  very 
much  more  extensive  than  Adam  Smith  supposed, 
and  that  he  was  quite  wrong  in  supposing  that  the 
Pennsylvania  paper  did  not  fall  below  specie. 

404.  At  length  the  intolerable  state  of  these 
colonial  currencies,  being  a  perfect  nuisance  to 
trade,  was  brought  before  Parliament,  and  an  Act, 
Statute  1751,  c.  53,  was  passed  to  regulate  and 
restrain  paper  bills  of  credit  in  Rhode  Island, 
Providence,  Connecticut,  Massachusetts  Bay,  and 
Kew  Hampshire.  By  this  Act,  after  statmg  that 
the  Statute  of  Anne  for  ascertaining  the  rate  of 
foreign  coins  in  the  American  plantations  had 
been  frustrated  in  the  above  colonies,  by  the  As- 
semblies issuing  great  quantities  of  bills  of  credit, 
and  mailing  them  legal  tender,  it  enacted  that  after 
the  29th  September,  1751,  no  governor  of  these 
provinces  was  to  give  his  assent  to  any  bill  creat- 
ing such  paper  currency^  on  any  pretence  what- 
ever,^  (s*  to  prolong  the  period  of  calling  in  the 
existing  bills,  which  were  all  to  be  <^ed  in 
strictly  according  to  their  tenor.  But  the  Assem- 
blies might  create  bills  for  the  current  service  of 
the  year,  provided  funds  were  prepared  to  redeem 
them  in  two  years ;  or  in  the  case  of  extraordi- 
nary emergencies  of  government,  such  as  war,  or 
invasion,  but  in  such  a  case  ample  provision  must 
be  made  to  redeem  them  within  five  years.  And 
after  the  same  day,  no  paper  currency  of  any  sort 
or  description  was  to  be  made  legal  tender. 

405.    Twelve  years  later,  this  Act  was  made 


general,  and  applied  to  all  the  American  colonies. 
By  the  Act,  Statute  1763,  c.  34,  reciting  that  great 
quantities  of  bills  of  credit  had  been  made,  and 
issued,  and  declared  legal  tender,  by  Acts  of  the 
different  Assemblies,  and  that  they  had  greatly 
depreciated  in  value,  by  which  means  debts  had 
been  paid  with  a  much  less  value  than  had  been 
contracts  for,  it  enacted  that  after  the  1st  Sep- 
tember, 1764,  any  Act  creating  bills  of  credit,  and 
paper  money  of  all  sorts,  legal  tender,  should  be 
void,  as  well  as  any  Act  made  to  prolong  the  legal 
tender  of  existing  bills  beyond  the  peri(Ml  for  cfdl- 
ing  them  in.  If  the  governor  of  any  province 
gave  his  assent  to  any  Act  for  the  above  purposes, 
he  should  forfeit  £1,000,  be  immediately  dismissed 
from  his  office,  and  for  ever  be  incapable  of  being 
employed. 

406.    This  measure  was  vehemently  opposed  by 
FranUin,  who,  in  1 764,  drew  up  a  paper  in  answer 
to  the  reasons  assigned  in  a  Report  from  the  Board 
of  Trade  for  its  adoption.    This  paper  contains  a 
most  curious  mixture  of  truth  and  error  (Memoirsy 
Edition  London,  1833,  Vol,  V,p.  356),  for  he  is 
still  infected  with  the  error  that  the  balance  of 
trade  was  the  cause  of  the  disappearance  of  gold 
and  silver.    He  strenuously  defends  the  use  of 
paper  money  in  the  states,  while  acknowledging 
its  excessive  issues  on  some  occasions.    He  says, 
'^  Pennsylvania,  before  it  made  anv  paper  money, 
was  totally  stript  of  its  gold  and  silver,  though 
they  had  from  time  to  time,  agreed  to  take  ^Id 
and  silver  coins  at  higher  and  higher  nominal 
values,  in  hopes  of  drawing  money  into  and  retain* 
ng  it  for  the  internal  uses  of  the  province.   During 
that  wesik  practice  silver  got  up  by  degrees  to 
8s.  9d.  per  ounce,  and  English  crowns  were  called 
6, 7,  and  8  shilling- pieces  long  before  paper  money 
was  made.    But  this  practice  of  increasing  the 
denomination  was  found  not  to  answer  the  end. 
The  balance  of  trade  carried  out  the  gold  and 
silver  as  fast  as  it  was  brought  in,  the  merchants 
raising  the  price  of  their  goods  in  proportion  to 
the  increased  denomination  of  the  money.    The 
difficulties  for  want  of  cash  were  accordingly  very 
great,  die  chief  part  of  the  trade  being  carried  on 
by  the  extremely  inconvenient  method  of  barter ; 
when  in  1723,  paper  money  was  first  made  there, 
which  gave  new  life  to  business,  promoted  greatlv 
the  settlement  of  new  lands  (by  lending  small 
sums  to  beginners  on  easy  interest  to  be  repaid 
by  instalments,)  whereby  the  province  has  so 
greatly  increased  in  inhabitants,  that  the  export 
from  hence  thither,  is  now  more  than  tenfold  what 
it  then  was,  and  by  their  trade  with  foreign  colo- 
nies they  have  been  able  to  obtain  great  quantities 
of  gold  and  silver  to  remit  hither,  in  return  for 
the  manufactures  of  this  country.    New  York 
and  New  Jersey  have  also   increased  greatly 
during  the  same  period,  with  the  use  of  paper 
money ;  so  that  it  does  not  appear  to  be  of  thv 
ruinous  nature  ascribed  to  it.    And  if  the  inhabi- 
tants of  those  countries  are  glad  to  have  the  use 
of  paper  among  themselves,  that  they  may  thereby 
be  enabled  to  spare  for  remittances  hither,  the 
gold  and  silver  they  obtain  by  their  commerce 
with  foreigners,  one  would  expect  that  no  objec- 
tion against  their  parting  with  it  could  arise  here, 
in  the  country  that  receives  it.'* 

407.  Franklin  admits,  that  in  particular 
instances,  at  particular  times  and  places,  during 
times  of  war  and  danger,  and  in  some  cases,  as  in 
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New  England,  from  excessive  issues,  the  mer- 
chants trading  to  these  colonies  might  sometimes 
have  sidFered  by  a  sadden  and  unforeseen  rise  of 
exchange.     But   he  says   that   the  merchants 
trading  to  the  middle  colonies,  (New  York,  New 
Jersey,  and  Pennsylvania)  had  never  suffered  by 
any  rise  of  exchange,  as  it  was  a  constant  rule 
there  to  consider  British  debts  as  payable  in 
Britain,  and  only  to  be  discharged  by  as  much 
paper   as   would   purchase  a  bill  for  the  fiill 
sterling  sum,  whatever  the   rate   of  exchange 
might  be.      The  use  of  paper  money  had  Heen 
beneficiiJ,    both    to    the    merchants    and   the 
colonists,  who  were  so  sensible  of  its  benefits, 
that  they  had  petitions  to  have  it  allowed. 

408.    It  was  alleged  in  the  report  of  the  Board 
of  Trade,  that  every  medium  of  trade  should  have 
an  intrinsic  wdue^  which  paper  money  has  not. 
Gold  and  silver  are,  therefore,  the  fittest  for  this 
medium,  as  they  are  an  equivalent,  which  paper 
ean  never  be.'*    In  replying  to  this,  Franklin  has 
some  true  remarks.     He  urges  the  hardship  of 
putting  down  paper  in  the  colonies,  when  the 
greater  part  of  business  in  London  was  carried 
on  with  bank  bills,  and  bankers*  notes,  which 
had  no  iniriHsic  value,  but  rested  on  the  credit  of 
those  that  issued  them,  as  paper  bills  in  the 
colonies  did   on   the   credit  of  the   respective 
governments  there.    He  defends  their  being  made 
legal  tender,  and  redeemable   after   a   certain 
time.    ^At  this  very  time,**  he  says,  ^even  the 
silver  money  in  England  is  obliged  to  be  the  legal 
tender  for  part  of  its  value,  that  part  which  is 
the  difference  between  its  real  weight  and  its 
denomination.     Great  part  of  the  shillings  and 
sixpences  now  current,  are  by  wearing  become 
5, 10,  20,  and  some  of  the  sixpences  even  50  per 
cent,  too  light.    For  this  difference  between  the 
real  and  the  nominal,  yon  have  no  intrinsic  value ; 
you   have   not   so   much  as  paper,  yon  have 
nothing.    It  is  the  legal  tender,  with  the  know- 
ledge that  it  can  easily  be  repassed  for  the  same 
value,  that  makes  three-penny  worth  of  silver 

Sass  for  sixpence.  Gold  ana  silver  have  un- 
oubtedly  some  properties,  that  give  them  a 
fitness  above  paper,  as  a  medium  of  exchange, 
particularly  their  universid  estimation,  espedaUy 
in  cases  where  a  country  has  occasion  to  carry  its 
money  abroad,  either  as  a  stock  to  trade  with,  or 
to  purchase  allies  and  foreign  succours.  Other- 
wise, that  very  universal  estimation  is  an 
inconvenience,  which  paper  money  is  free 
from,  since  it  tends  to  deprive  a  country  of 
even  the  quantity  of  currency  that  should  be 
retained  as  a  necessary  instrument  of  its  in- 
ternal commerce,  and  obliges  it  to  be  continually 
on  its  guard,  in  making  and  executing  at  a  great 
expense  the  laws  that  are  to  prevent  the  trade 
which  exports  it.  Paper  money,  well  funded, 
has  another  great  advantage  over  gold  and  silver, 
its  lightness  of  carriage,  and  the  little  room  that  is 
occupied  by  a  great  sum,  whereby  it  is  capable  of 
being  more  easily,  and  more  safely,  because  more 
privately,  conveyed  from  place  to  place.  Gold 
and  silver  are  not  initrinsicaUy  of  equal  value  with 
iron,  a  metal  in  itself  capable  of  many  more  bene- 
ficial uses  to  mankind.  Their  vahte  rests  chiefly 
in  the  estimation  they  happen  to  he  in  among  the 
generality  of  nations,  and  the  credit  given  to  the 
opinion  O^at  that  estimation  will  continue,  otherwise 
a  pound  of  gold  would  not  be  a  real  equivalent 


for  even  a  bushel  of  wheat    Akt  othxx  wsi.i» 

701JNI>BD    CHBDIT    IS    AS    MUCH  AN    XQUIVALEKT 

AS  QOjj>  AHD  8U.VBB,  and  lu  some  cases  more  so, 
or  it  would  not  be  preferred  by  commercial  ]peop]e 
in  different  countries.  Not  to  mention  agam  our 
own  bank  bills,  Holland,  which  understands  the 
value  of  cash,  as  well  as  any  people  in  the  world, 
would  never  part  with  gold  and  silver  for  credit, 
(as  they  do  when  they  put  it  into  their  bank,  from 
whence  little  of  it  is  ever  after  drawn  out)  if  they 
did  not  think  and  flnd  the  credit  a  fuU  bquiva* 
i«EiiT.**  From  this  extract  it  appears  that  Franklin 
saw  clearly,  what  we  have  shewn  elsewhere,  (Cub* 
behct;  Bank  Notb)  that  money  is  only  universal 
credit,  and  that  it  is  its  exchangeability  that  gives 
it  value,  and  not  the  cost  of  its  production,  or  the 
labor  of  producing  it.  But  ne  has  not  shaken 
himself  free  of  the  confusion  between  use  and 
value. 

409.    The  last  reason  alleged  for  suppressing 
the  paper  was  that,  even  in  the  middle  colonies, 
where  the  issues  were  least,  the  paper  was  con- 
stantly depreciated.    To  this  Franklin  says,  "  If 
the  rising  of  the  value  of  any  particular  commo* 
dity  wanted  for  exportation  is  to  be  considered  as 
a  depreciation  of  tiie  values  of  whatever  remain 
in  the  country,  then  the  rising  of  silver  above 
paper  to  that  height  of  additional  value,  which  its 
capability  of  exportation  only  gave  it,  may  be 
ci^ed  a  depreciation  of  the  paper.    Even  here 
(t.  e,  London)  as  bullion  has  been  wanted,  or  not 
wanted,  for  exportation,  its  price  has  varied  from 
5s  2d.  to  5s.  8d.  per  ounce.    This  is  near  10  per 
cent.    But  was  it  ever  said  or  thought  on  such  an 
occasion,  that  iQl  the  bank  bills,  all  the  coined 
silver,  and  all  the  gold  in  the  kingdom  were  de- 
preciated 10  per  cent.  ?  **    Now  the  author  himself 
had  very  clearly  ftimished  an  answer  to  his  own 
question,  because  he  had  already  told  us  a  few 
paragraphs  before,  that  the  currency  of  the  country 
was  then  in  a  very  degraded  state,  and  it  is  quite 
clear  that  it  would  only  pass  for  its  weight  in 
bullion  in  foreign  countries.    Consequently  it  is 
quite  clear  that  it  ioa«  depreciated.  To  which  must 
be  added  that  it  was  then  ill^al  to  export  coin,  and 
consequently  that  would  still  more  depreciate  its 
value,  as  compared  to  bullion.  Franklin  however 
states  that  the  rate  of  the  paper  had  not  varied  for 
forty  years,  and  was  the  same  when  the  issue 
was  £15,000  as  when  it  was  £600,000.    Ajid  he 
anticipates  the  arguments  of  the  anti-bullionists 
in  1804  and  1811.    ''It  has  indeed  been  usual 
with  the  adversaries  of  a  paper  currency  to  call 
every  rise  of  exchange  with  London,  a  deprecia- 
tion of  this  paper ;  but  this  notion  appears  to  be 
by  no  means  just.    For  if  the  paper  purchases 
everything  but  bills  (^  exchange  at  the  former 
rate,  and  these  bills  are  not  ab)ve  one-tenth  of 
what  is  employed  in  purchases,  then  it  may  be 
more  properly  and  truly  said,  that  the  exchange 
has  risen,  than  that  the  paper  has  depreciated.** 
He  then  discusses  some  plans  that  had  been 
proposed  for   making   a   paper   currency,   but 
which  should  not  be  legal  tender,  bnt  pronounces 
them  all  to  have  been  failures,  and  concludes 
that,  ''on  the  whole,  no  method  has  hitherto 
been  formed  to  establish  a  medium  of  trade  in 
lieu  of  money,  equal  in  all  its  advantages  to  bills 
of  credit— funded  on  sufficient  taxes   for   dis- 
charging it,  or  on  land  security  of  double  the 
value,  for  repaying  it  at  the  end  of  the  term,  and 
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in  the  meantime,  made  a  general  legal  tender. 
The  experience  of  now  near  half  a  centory  in 
the  middle  colonies,  has  convinced  them  of  it 
among  themselves,  by  tiie  great  increase  of  their 
settlements,  nnmbers,  bnildings,  improvements, 
agricnltmre,  shipping,  and  commerce.'*  Adam 
Smith  entirely  approved  of  the  Act  suppress- 
ing tiiese  colonial  issnes  of  paper  money.  Ten 
years  afterwards,  by  the  Act,  Statnte,  1773,  c.  57, 
it  was  enacted,  that  after  the  1st  of  September 
that  year,  any  certificates,  notes,  bills,  or  deben- 
tores,  which  had  been  voluntarily  accepted  by 
the  creditors  of  the  public,  as  a  security  for 
payment  of  their  debts,  might  be  declared  legal 
tender,  in  payment  of  taxes,  duties,  or  any  debts 
due  to  the  public  treasuries  of  the  respective 
colonies.  This  closes  the  first  era  of  American 
paper  money. 

410.  On  the  6th  September,  1774,  delegates 
finom  the  different  provinces  in  North  America 
met  in  Philadelphia,  as  the  first  Congress.  The 
War  of  Independence  commenced  soon  after- 
wards, and  in  the  next  year,  Congress  found  that 
it  had  no  resources  to  carry  it  on  with,  as  it  had 
no  power  to  impose  taxes.  In  July,  1775,  it  was 
determined  to  issue  bills  of  credit  on  the  futh  of 
the  Contineni.  Benjamin  Franklin  was  a  strenuous 
adviser  of  this  plan,  as  the  only  one  that  could 
carry  the  country  through  the  contest.  On  the 
25th  July,  1775,  300,000  million  dollars  in  paper 
were  issued,  which  were  to  be  redeemed  in  gold 
and  silver  in  three  years,  and  they  were  propor- 
tioned among  the  twelve  States,  which  at  that 
time  sent  delegates  to  Congress.  That  body 
could  only  recommend  the  several  States  to 
impose  taxes  to  redeem  these  bills.  The 
national  enthusiasm,  lor  a  considerable  time, 
supported  the  value  of  these  bills,  and  in  January, 
1776,  a  resolution  of  Congress  denounced  those 
who  obstructed  their  circulation,  as  enemies  to 
their  country.  No  depreciation  was  apparent 
until  the  issues  reached  9,000,000  dollars,  and 
no  difference  between  specie  and  paper  began 
to  be  seen  until  the  campaign  of  1776  was 
far  advanced.  But  it  was  quite  evident  to 
every  reflecting  person,  that  this  could  not 
go  on  indefinitely.  Congress  could  not  re- 
gulate the  amount  of  bills  in  circulation,  as 
every  local  legislature  claimed  and  exercised  the 
right  of  issuing  them  as  well.  To  impose  taxes 
was  the  only  way  to  reduce  the  number,  but  this 
Congress  could  not  do,  and  the  local  legislatures 
ware  afraid  to  do  so,  for  fear  of  exciting  discon- 
tent, and  damping  the  ardour  of  the  people  for  the 
war.  Lotteries  and  loans  were  tried  with  little 
success,  as  the  constant  necessity  for  issuing  new 
bills,  completely  outdid  the  smsdl  benefit  of  call- 
ing in  the  paper  by  these  trifling  means.  During 
1776  upwards  of  twenty  miluon  dollars  were 
issued,  and  in  the  b^inning  of  1777  the  deprecia- 
tion began  to  be  sensibly  perceived.  It  was,  as 
usual,  mistaken  by  many  as  a  rise  in  the  price  of 
every  article  brought  to  market,  and  the  usual 
futile  attempt  was  made  to  sustain  its  value  by 
violent  remedies.  Congress  resolved  that  who- 
ever made  a  difference  between  gold  and  silver 
and  continental  bills  should  be  deemed  as  enemies 
to  the  liberties  of  the  United  States,  and  forfeit 
the  value  of  the  money,  or  other  thing  purchased. 
The  provincial  legislatures  were  also  invited  to 
pass  laws  declaring  these  bills  legal  tender,  and 


I  resolutions  pledgmg  themselves  to  redeem  their 
I  respective  quotas  of  paper  at  the  end  of  the  war, 
which  was  done,  and  merchants  were  ordered  to 
pay  all  debts  due  by  them  to  British  creditors 
mto  the  state  treasury,  which  was  declared  to  be 
a  complete  discharge  to  them  from  their  creditors. 

411.  The  course  pursued  by  Congress  on  this 
occasion,  was  very  similar  to  that  followed  twenty 
years  later  by  the  National  Assembly  of  France, 
and  partially  by  our  Parliament  in  1812,  and  we 
shall  quote  from  an  American  author,  Mr.Palatiah 
Webster,  an  account  of  it.  ^*  The  fatal  error  that 
the  credit  and  currency  of  continental  money 
could  be  kept  up,  and  supported  by  acts  of  com« 
pulsion,  entered  so  deep  mto  tiie  minds  of  Con- 
gress, and  all  departments  of  administration 
through  the  States,  that  no  consideration  of  jus- 
tice, religion,  or  policy,  or  even  experience  of  its 
utter  inefficiency  could  eradicate  it ;  it  seemed  to 
be  a  kind  of  obstinate  delirium,  totally  deaf  to 
every  argument  drawn  from  justice  and  right, 
from  its  natural  tendency  and  mischief,  from  com- 
mon justice  and  even  from  common  sense. 

'*  Congress  began  as  early  as  January  11, 1776, 
to  hold  up  and  recommend  this  maxim  of  mantaimi, 
when  continental  money  was  but  five  months*  old. 
Congress  then  resolved  that  whoever  should  reftise 
to  receive  in  payment  continental  biUs,  should  be 
declared  and  treated  as  an  enemy  of  his  country, 
and  be  precluded  from  intercourse  with  its  inha- 
bitants, t. «.,  should  be  ouSawed,  which  is  the 
severest  penalty  (except  of  life  and  limb)  'known 
to  our  laws. 

^  ^  This  ruinous  principle  was  continued  in  prac- 
tice for  five  successive  ^ears,  and  appeared  in  all 
shapes  and  forms,  t.  e.,  m  tender  actSy  in  limitation 
ofprieesy  in  awful  and  threatening  declarations,  in 
penal  knos,  with  dreadftd  and  ruinous  punish- 
ments, and  in  every  other  way  that  could  be 
diving  and  all  executed  with  a  relentless  seve- 
rity by  the  highest  authorities  then  in  being,  viz., 
by  Congress,  by  Assemblies,  and  conventions  of 
the  States,  and  by  committees  of  inspection 
(whose  power  in  those  days  were  nearly  sove- 
reign), and  even  by  military  force ;  and  though 
men  of  all  descriptions  stood  trembling  before  this 
monster  of  force,  without  daring  to  lift  a  hand 
against  it  during  all  this  peri^  yet  its  unre- 
strained ener^^  always  proved  ineffectual  to  its 
purposes,  but  in  every  case  increased  the  evils  it 
was  designed  to  remedy,  and  destroyed  the  bene- 
fits it  was  intended  to  promote ;  at  best,  its  utmost 
effect  was  like  that  of  water  sprinkled  on  a  black- 
smithes  forge,  which,  indeed,  deadens  the  fiame  for 
a  moment,  but  never  fails  to  increase  the  heat  and 
fiame  of  the  internal  fire.  Many  thousand  families, 
of  full  and  easy  fortune,  were  ruined  by  these 
fatal  measures,  and  lie  in  ruins  to  this  day  (1790). 
without  the  least  benefit  to  the  country,  or  to  the 
great  and  noble  cause  in  which  we  were  then 
engaged.** 

412.  Mr.  Webster  describes  the  injuries  in- 
flicted on  the  country  by  the  enemy,  who  had 
possession  first  to  last  of  eleven  of  the  capitals  of  the 
thirteen  states,  and  ravaged  the  country  in  all  di- 
rections, burning  in  cool  blood  a  great  number  not 
only  of  houses,  barns,  mills,  &c.,  but  also  of  most 
capital  towns,  and  villages.  .He  also  describes 
the  immense  losses  caused  to  the  inhabitants  by 
seizing  all  their  property,  that  was  wanted  for  the 
public  service.    And  yet  he  says  that  all  these 
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irjnries  and  losses  were  not  so  great  as  those 
caused  by  the  continental  money.  *'We  have 
snffered  more  from  this  canse,  than  from  every 
other  canse  of  calamity ;  it  has  killed  more  men, 
pervaded  and  cormpted  the  choicest  interests  of 
onr  country  more,  and  done  more  injustice  than 
even  the  arms  and  artifices  of  onr  enemies.** 

413.  At  last  in  May,  1781,  certain  compulsory 
measures  of  the  Executive  Council  of  Pennsyl- 
vania, for  the  purpose  of  supporting  the  credit  of 
the  continentid  money,  and  the  state  bills,  de- 
stroyed the  system.  "  Thus,"  says  Mr.  Webster, 
"  feU,  ended,  and  died,  the  continental  currency, 
aged  six  years.  Bubbles  of  another  sort,  such  as 
the  Mississippi  scheme  in  France,  and  the  South 
Sea  in  England,  lasted  but  a  few  months,  and  then 
burst  into  nothing ;  but  this  held  out  much  longer, 
and  seemed  to  retain  a  vigorous  constitution  to 
the  last ;  for  its  circulation  was  never  more  brisk 
than  when  its  exchange  was  500  to  1 ;  and  yet  it 
expired  without  a  groan  or  struggle ;  and  I  be- 
lieve of  all  things  which  ever  suirered  dissolution 
since  life  was  first  given  to  the  creation,  this 
mighty  monster  died  the  least  lamented.  If  it 
saved  the  State,  it  has  also  polluted  the  equity  of 
onr  laws,  turned  them  into  engines  of  oppression 
and  wrong;  corrupted  the  justice  of  our  public 
administration ;  destroyed  the  fortunes  of  thou- 
sands of  those  who  had  the  most  confidence  in  it ; 
enervated  the  trade,  husbandry,  and  manufactures 
of  our  country ;  and  gone  far  to  destroy  the  mo- 
rality of  our  people." 

414.  On  the  dlst  of  May,  1781,  these  conti- 
nental bills  ceased  to  circulate  as  money,  but  they 
were  afterwards  bought  up  on  speculation  from 
400  up  to  1,000  to  I.  The  exchange  was  very 
different  in  different  parts  of  the  country.  It 
generally  followed  Philadelphia,  though,  some- 
times, was  considerably  behind  it;  thus,  in  Ja- 
nuary, 1781,  while  it  was  100  for  1  at  Philadel- 
phia, it  was  75  for  1  in  Virginia ;  and  in  April, 
when  it  was  135  for  1  at  Philadelphia,  it  was  100 
for  1  in  yii]ginia.  In  May,  1 781,  when  it  was  225 
for  1  at  Philadelphia,  it  was  75  for  1  at  Boston. 

41 5.  The  quantities  of  it  issued  and  the  depre- 
ciation it  underwent,  are  exhibited  in  the  foUow- 
figures : — 

In  1775,  issued  in  dollars    .    .  8,000,000 

1776 20,064,464 

1777 26,426,888 

1778 66,963,269 

1779 149,703,856 

1780 88,799,656 

1781 12,687,344 

•362,646,822 

The  following  table  shews  the  rates  of  ex- 
change for  money  at  Philadelphia.  Up  to  the 
end  of  1776  there  was  no  sensible  depreciation : 

1777      1778  1779  1780  1781 

January  .    14    .    4    .  7, 8, 9  .  40-46    .      100 

February    1}    .    6    .      10  .  46-^56    .  100-120 

Maroh     .2     .    6    .  10, 11  .  60-66    .  120-136 

April  .    .    84    .    6    .  12-22  .       60      .  136-200 

May    .    .    2*    .    6    .  22-24  .      60      .  200-600 

June  .    .    2)    •    4    .  22-18  ,      60 

July    .    .    3     .    4    .  18-20  .  60-65 

August    .3.6.       20  .  66-76 

September  3.6.  20-28  .      76 

October  .8.6.      80  .  75-80 

Kovember  8.6.  82-45  «  80-100 

I>eo6mber  4.6.  45-38  •     100 


416.  In  May,  1781,  Congress  determined  to 
issue  no  more  continental  money,  but  to  leave 
each  State  to  raise,  pay,  and  equip  its  quota  of 
troops.  A  great  reform  in  the  administration 
also  took  place,  for,  up  to  this  time,  each  depart- 
ment was  under  the  management  of  a  Committee 
of  Congress,  or  a  Board,  the  c(Hisequences  of 
which  need  not  be  described.  It  was  now  deter- 
mined to  put  each  department  under  the  control 
of  a  single  responsible  head.  And  amongst 
others,  Mr.  Morris,  delegate  from  Pennsylvania, 
who  had  been  very  active  in  establishing  a  bank 
at  Philadelphia,  was  appoiMed  superintendant  of 
finances,  wnich  he  re-orgftzed,  in  a  very  able 
manner,  in  1781.  This  gentleman  laid  before 
Congress,  on  the  26th  May,  1781,  a  plan  for  a 
National  Bank,  with  a  capital  of  400,000  dollars, 
to  be  paid  up  by  subscription,  and  to  be  incor- 
porated by  the  Government,  and  to  have  its 
books  open  to  the  superintendant  of  finance. 
Their  notes  were  to  be  receivable  as  specie  from 
the  respective  States,  into  the  treasury  of  the 
United  States.  This  plan  was  approved  of  by 
Congress,  and  the  Charter  of  Incorporation  was 
granted  on  the  31st  December,  1781.  Thus 
terminated  the  second  era  of  American  paper 
money. 

417.  The  constantly  depreciating  value  of  the 
continental  money,  the  impotence  of  Congress  to 
lay  on  taxes,  and  the  failure  of  the  loan  and  lot- 
tery schemes,  convinced  Waslungton  that  Uiere 
was  only  one  way  of  extricating  the  country  from 
its  financial  embarrassment,  and  that  was  to  raise  a 
loan  in  Europe.  With  this  view  he  despatched  a 
Colonel  Laurens  to  France  in  1781,  charged  with 
the  duty  of  negotiating  a  loan  from  the  French 
ministry.  In  this  he  partially  succeeded.  Large 
loans  were  negotiated  in  1782  and  1783.  The 
cessation  of  the  war  expenditure  took  away  the 
necessity  for  further  issues,  and  such  a  conviction 
of  the  necessity  of  public  supplies  generally  took 
place  through  the  States,  that  considerable  sums 
were  raised  by  a  tax  on  polls  and  real  estates. 

418.  The  Bank  was  incorporated  under  the 
name  of  the  *^  President,  Directors,  and  Company 
of  the  Bank  of  North  America,"  and  commenced 
business  in  January,  1782.  There  were  not  more 
than  70,000  dollars  subscribed  in  specie  before 
October,  1781 ;  but  a  French  frigate  having 
brought  470,000  dollars,  Mr.  Morris  subscribed 
the  remainder  of  the  necessary  capital  on  behalf 
of  the  government  of  the  United  States,  which 
thus  became  the  principal  stockholder  in  it.  As 
the  mischiefs  of  the  continental  money  were  still 
fresh  in  the  mind  of  the  people,  there  was  much 
difficulty,  at  first,  in  obtaining  currency  for  its 
notes.  But  as  it  made  a  prorase  display  of  its 
cash,  it  gradually  increased  in  credit.  The  bank 
not  only  got  the  Act  of  Congress  to  establish  it, 
but  obtained  a  charter  as  well  from  the  State  of 
Pennsylvania,  in  which  it  is  situated,  in  April, 
1782.  The  business  soon  became  extremely  pro- 
fitable, and  this  naturally  created  a  desire  in 
others  to  participate  in  these  profits.  A  project 
for  a  second  bank  was  formeo,  to  be  called  the 
Bank  of  Pennsylvania.  In  order  to  prevent  this, 
the  bank  was  obliged,  much  against  its  will,  to 
enlarge  its  capital,  and  receive  a  new  body  of  sub- 
scribers. The  bajik  prospered  during  1784  and 
1785.  But  in  the  spring  of  that  vear  a  very  for- 
midable opposition  was  oiiganized  a^painst  it^  and 
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petitions  were  presented  in  March  to  the  As- 
sembly for  a  repeal  of  the  charter.  A  committee 
of  the  House  reported  in  favor  of  the  allegations 
of  the  petitioners,  and  on  the  13th  of  the  following 
September  the  charter  was  repealed.  The  bank, 
however,  claimed  the  right  to  continue  business 
under  the  Act  of  Congress.  In  the  following  year 
its  friends  tried  to  obtain  a  re-grant  of  its  charter, 
but  did  not  succeed.  On  the  17th  March,  1787, 
it  wajs  re-incorporated  for  14  years ;  and  by  suc- 
cessive Acts  it  still  exists. 

419.  The  intolerable  evils  of  the  provincial 
paper  money  before  the  War  of  Independence,  and 
of  the  continental  pa^r  money  during  the  war, 
were  so  clear  and  indisputable,  that  the  framers 
of  the  Constitution  of  the  United  States  sagaci- 
ously seized  the  opportunity  to  provide  once  for 
all  against  the  possibility  of  their  recurrence.  By 
Article  I.,  Section  10,  of  the  Constitution  of  the 
United  States,  it  is  declared,  that  no  State  shall 
COIN  monbt;  emit  biij<8  of  credit;   or  make 

AKTTHING  BUT  OOLD  AlVD  SILVBB  COIN  A  TENDEB 
m   PATMBBT   OF  DEBTS. 

420.  The  feeble  powers  of  Congress  after  the 
achievement  of  independence,  for  several  years 
prevented  them  firom  having  the  means  to  meet 
the  public  engagements.  But  no  sooner  was  the 
Constitution  reformed  in  1787,  and  brought  into 
efficient  working  order,  than  the  government,  at 
the  head  of  which  Washington  was  now  placed, 
directed  its  attention  to  restore  public  credit,  and 
fulfil  the  national  engagements.  In  August,  1790, 
Mr.  Hamilton,  the  secretary  to  the  Treasury,  was 
directed  to  prepare  a  Report  on  Public  Credit, 
which  was  presented  to  Congress  in  December, 
1790.  It  appears  by  this  document  that  at  that 
time  the  debt  of  the  United  States  amounted  to 
51,8M,464  dollars,  divided  into  a  foreign  debt  of 
10,070,307,  bearing  an  interest  partly  of  4,  and 
partly  of  5,  per  cent.,  with  arrears  of  interest 
amounting  to  1,640,072  dollars ;  and  a  domestic 
debt  of  27,383,918  dollars,  bearing  an  interest  of 
6  per  cent.,  with  arrears  amounting  to  13,030,168 
dollars.  But  these  debts  were  apportioned  out 
to  the  different  States.  The  secretary  proposed 
various  plans  of  funding  and  liquidating  this  debt, 
and  in  this,  he  brings  forward  an  idea  which  has 
becm  very  commonly  entertained  by  many  emi- 
nent persons  even  in  this  country,  and  which  is 
one  of  the  subtleties  of  Political  Economy,  t.^., 
that  the  public  funds  are  money,  or  currency.  In 
recommending  that  the  debt  be  funded,  he  says, 
(GoZe*  and  Seatoi^n  Congressiondl  Debates^  Vol. 
11^  p.  2044,}  ^'  But  there  is  a  consequence  of  this 
less  obvious,  though  not  less  true,  in  which  every 
other  citleen  is  interested.  It  is  a  weU  known  fact, 
that  in  countries  where  the  national  debt  is  pro- 
perly fanded,  and  an  ol^ect  of  undoubted  confi- 
dence, it  answers  most  of  the  pui-poses  of  money. 
Transfers  of  stock,  or  public  debt,  are  then 
equivalent  to  payments  in  specie,  or,  in  other 
words,  stock,  in  the  principid  transactions  of 
business,  passes  current  as  specie.  The  same 
thing  would  in  all  probabilitv  happen  here  under 
the  like  circumstances.  The  benefits  of  this 
are  various  and  obvious.  First,  trade  is  extended 
by  it,  because  there  is  a  larger  capital  to  carry 
it  on,  and  the  merchant  can,  at  the  same  time, 
afford  to  trade  for  smaller  profits,  as  his  stock 
which  when  unemployed,  brmgs  him  in  an  in- 
terest from  the  (xovemment,  serves  him  also  as 


money,  when  he  has  a  call  for  it  in  his  com- 
mercial operations.  Secondly,  agriculture  and 
manufactures  are  also  promoted  by  it,  for  the 
like  reason,  the  more  capital  can  be  commanded 
to  be  employed  in  both ;  and  because  the  mer- 
chant, when  enterprise  in  foreign  trade  gives  to 
them  certainty  and  extension,  has  greater  means 
for  enterprise.  Thirdly,  the  interest  of  money 
will  be  lowered  by  iii,  for  thU  is  always  in  a  ratio 
to  the  quantity  of  moneys  and  to  the  quickness  of 
circulation.  This  circumstance  will  enable  both 
the  public  and  individuals  to  borrow  on  easier 
and  cheaper  terms.  And  from  the  combination 
of  these  effects,  additional  aid  will  be  furnished 
to  labor,  to  industry,  and  to  arts  of  every  kind. 
But  these  good  effects  of  a  public  debt  are  only 
to  be  looked  for  when,  by  being  well  funded,  it 
has  acquired  an  adequate  and  stable  value.  Till 
then  it  has  rather  a  contrary  tendency.  The 
fiuctuation  and  insecurity  incident  to  it  in  an 
unfunded  state,  render  it  a  mere  commodity  and 
a  precarious  one.  As  such,  being  only  an  object 
of  occasional  and  particular  speculation,  all  the 
money  applied  to  it  is  so  much  diverted  from  the 
more  useful  channels  of  circulation,  for  which 
the  thing  itself  affords  no  substitute ;  so  that,  in 
fact,  one  serious  inconvenience  of  an  unfunded 
debt  is,  that  it  contributes  to  the  scarcity  of 
money.  This  distinction,  which  has  been  little, 
if  at  all,  attended  to,  is  of  the  greatest  moment. 
It  involves  a  question  immediately  interesting  to 
every  part  of  the  community,  which  is  no  other 
than  this,  whether  the  public  debt,  by  a  provision 
for  it  on  true  principles,  shall  be  rendered  a  sub- 
stitute for  money,  or  whether  by  being  left  as  it 
is,  or  being  provided  for  in  such  a  manner  as 
will  wound  these  principles,  and  destroy  confi- 
dence, it  shall  be  suffered  to  continue,  as  it  is  a 
pernicious  drain  of  our  cash  from  the  channels  of 
productive  industry."  In  this  extract  we  have 
two  of  the  most  subtle  principles  of  Political 
Economy  mooted,  1st : — ^He  says,  that  the  public 
funds  are  money,  or  currency.  2Ddly: — That 
the  interest  of  money  is  always  in  proportion  to 
the  quantity  of  it,  both  of  which  are  fundamental 
errors  of  great  importance,  and  which  are  fully 
investigated  under  their  respective  heads.    (Cub* 

BENCT.      InTBBEST.) 

421.  Concurrently  with  the  report  on  public 
credit,  the  secretary  presented  an  elaborate 
report  on  the  expediency  of  establishing  a 
National  Bank,  in  which  its  advantages  are  set 
forth,  and  its  alleged  disadvantages  examined 
and  answered,  which  well  deserves  an  attentive 
reading.  Mr.  Hamilton  was  perfectly  weU  aware 
of  what,  by  recent  economists  in  England,  has 
been  strenuously  denied,  that  banks  incbbasb 
capitaly  and  he  shews  that  knowledge  of  its 
mechanism,  the  want  of  which  is  so  conspicuous 
in  English  writers,  which  we  have  already  had 
to  notice  in  the  former  part  of  this  article.  Mr. 
Hamilton,  says,  (Oales  and  Seaton^  Vol.  II. ^ 
p.  2083 ).  '*The  following  are  among  the  prin- 
cipal advantages  of  a  bank.  First,  the  Augmen* 
TATioE  of  the  active  or  productive  capital  of  a 
country.  «  •  «  It  is  a  well  established  fact, 
that  banks  in  good  credit  can  circulate  a  far 
greater  sum  than  the  actual  quantum  of  their 
capital  in  gold  and  silver.  The  extent  of  the 
possible  excess  seems  indeterminate,  though  it 
baa  been  co^jecturally  stated  at  the  proportions 
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of  two  and  three  to  one.  This  fecully  is  pro- 
duced in  yarions  ways : — 1st.  A  great  portion  of 
the  notes  which  are  issued^  and  pass  corrent  as 
cash,  are  indefinitely  suspended  in  circulation, 
from  the  confidence  which  each  holder  has  that 
he  can  at  any  moment  turn  them  into  gold  and 
silver.  2ndly.  Every  loan  which  a  bank  makes  u, 
tn  iU  first  shape^  a  cbebit  given  to  the  bar" 
rawer  on  its  booksy  the  amount  of  which  it  stands 
ready  to  pay,  either  in  its  own  notes,  or  gold,  or 
silver,  at  his  option.  But,  in  a  great  number  of 
cases,  no  actual  payment  is  made  in  either.  The 
borrower  frequently,  by  a  cheque,  or  order, 
transfers  his  credit  to  some  other  person,  to 
whom  he  has  a  payment  to  make;  who,  in  his 
turn,  is  as  often  content  with  a  similar  credit, 
because  he  is  satisfied  that  he  can,  whenever  he 
pleases,  either  convert  it  into  cash,  or  pass  it  to 
some  other  hand,  as  an  equivalent  for  it.  And 
in  this  manner  the  credit  keeps  circnlating^  ver- 
formings  in  every  stage^  the  office  of  money,  tul  it 
is  extinguished  by  a  discount  with  some  person, 
who  has  a  payment  to  make  to  the  bank  to  an 
equal  or  greater  amount.  Thus  large  sums  are 
lent  and  paid,  frequently  through  a  variety  of 
hands,  without  the  intervention  of  a  single  piece 
of  coin.  Srdly.  There  is  always  a  lar^  quantity 
of  gold  and  silver  in  the  repositories  of  the  bank, 
besides  its  own  stock,  which  is  placed  there,  with 
a  view  partly  to  its  safe  keeping,  and  partly  to  the 
accommodation  of  an  institution,  which  is  itself 
a  source  of  general  accommodation.  These  de- 
posits are  of  immense  consequence  in  the  opera- 
tion of  a  bank.  Though  liable  to  be  re-drawn  at 
any  moment,  experience  proves  that  the  money 
so  much  oftener  changes  proprietors  tlian  place, 
and  that  what  is  drawn  out  is  generally  so 
speedily  replaced,  as  to  authorize  the  counting 
upon  the  sums  deposited  as  an  effective  ftmd, 
which,  concurring  with  the  stock  of  the  bank, 
enables  it  to  extend  its  loans,  and  to  answer  all 
the  demands  for  coin,  whether  in  consec^uence  of 
those  loans,  or  arising  from  the  occasional  re- 
turn of  its  notes.  These  different  circumstances 
explain  the  manner  in  which  the  ability  of 
a  bank  to  circulate  a  greater  sum  than  its 
actual  capital  in  coin  is  acquired.  «  «  « 
The  same  circumstances  illustrate  the  truth  of 
the  position,  that  it  is  one  of  the  properties  of 
banks  to  increase  the  active  capital  of  a  country. 
This,  in  other  words,  is  the  sum  of  them ;  the 
money  of  an  individucd,  while  he  is  waiting  for  an 
opportunity  to  employ  it,  by  being  either  depo- 
sited in  the  bank  for  safe  keeping,  or  invested  in 
its  stock,  is  in  a  condition  to  administer  to  the 
wants  of  others,  when  he  could  not  himself  make 
use  of  it,  and  keeps  the  money  itself  in  a  state  of 
incessant  activity.  In  the  almost  infinite  vicissi- 
tudes and  competition  of  mercantile  enterprise, 
there  never  can  be  a  danger  of  an  intermission  of 
demand,  or  that  the  money  will  remain  for  a 
moment  idle  in  the  vaults  of  the  bank.  This 
addiHonal  employment  given  to  money^  and  the 
faculty  of  a  limk  to  lem  and  circulate,  a  greater 
sum  than  the  amount  in  coin,  amb  to  all  thb 

PUBP08E8  OF  TEAJDB  ANB  IlfDUSTBT,  AN  ABSO- 
LUTE INCBBA8B  OF  GAPFTAL.  Purchascs  and  un- 
dertakings in  general,  can  be  carried  on  by  any 
given  sum  of  bank  paper,  or  credit,  as  effectually 
as  by  an  equal  sum  of  gold  and  silver.  And  thus, 
by  contributing  to  enlarge  the  mass  of  indostrioos 


and  commercial  enterprise,  banks  become  nur- 
series of  national  wealth — a  consequence  as  satis- 
factorily verified  by  experience,  as  it  is  clearly 
deducible  in  theory.** 

422.  This  extract  is  an  effectual  refutation  of 
the  current  opinion  in  English  books  that  a  bank 
only  gives  a  greater  activity  to  existing  capital, 
and  the  common  opinion  that  a  banker  only  lends 
out  what  he  receives.  It  is  perfectly  plain  that 
Mr.  Hamilton  knew  well  that  a  banker  trades 
by  creatirugr  credit,  which  performs  the  function  of 
money.  That  a  banker  makes  a  loan,  in  the  first 
instance,  by  creating  a  credit,  and  not  as  Sir 
Robert  Feel  said,  by  making  a  bona  fide  advance 
of  capital. 

423.  The  report  then  explains  the  reasons 
why  it  was  inexpedient  to  grut  a  new  Naticmal 
Bank  on  the  Bank  of  North  America,  which  had, 
however,  done  great  service  to  the  national  cause, 
during  the  period  of  its  existence,  but  which  now 
having  accepted  a  charter  from  a  provincial  state, 
was  rather  to  be  considered  as  a  provincial  bank 
of  Pennsylvania,  than  a  national  one.  He  accord- 
ingly presented  a  plan  of  a  new  National  Bank 
to  be  incorporated,  with  a  capital  not  exceeding 
10,000,000  dollars,  three-fourths  of  which  might 
be  paid  up  in  the  stock,  or  the  public  debts  of 
the  union. 

424.  Mr.  Hamilton  was  decidedly  against  mak- 
ing land  the  basis  of  paper  currency.  ^*  Another 
wish,  dictated  by  the  particular  situation  of  the 
country,  is,  that  the  bank  could  be  so  constituted, 
as  to  be  made  an  immediate  instrument  of  loans 
to  the  proprietors  of  land ;  but  this  wish  also 
yields  to  the  difficulty  of  accomplishing  it  Land 
is,  alone,  an  unfit  fund  for  bank  circulaOon.  If 
the  notes  issued  upon  it  were  not  to  be  payable 
in  coin  on  demand,  or  at  a  short  date,  this  would 
amou$it  to  nothing  more  than  a  repetition  of  the 
paper  emissions,  which  are  now  exploded  by  the 
general  voice.  If  the  notes  are  to  oe  payable  in 
coin,  the  land  must  first  be  converted  into  it  by 
sale,  or  mortgage.  The  difficulty  of  effecting  the 
latter  is  the  very  thing  which  begets  the  ctesure 
of  finding  another  resource;  and  the  former 
would  not  be  j^racticable  on  a  sudden  emergency, 
but  with  sacrifices  which  would  make  the  cure 
worse  than  the  disease.  Neither  is  the  idea  of 
constituting  the  fund  partly  of  coin,  and  partly  of 
land,  free  from  impediments.** 

42d.  This  report  was  presented  to  both  houses 
of  Congress,  and  the  plan  was  adopted  without 
discussion  by  the  Senate,  and  it  passed  with 
equal  ease  through  the  house  of  Representatives, 
until  it  came  to  the  third  reading,  when  most 
unexpectedly,  the  most  vehement  opposition  was 
made  to  it,  on  a  point  which  has  been  most 
warmly  contested  from  that  day  to  this,  namely, 
whether  Congress  had  the  power  to  erect  a  Cor^ 
poration. 

426.  This  objection  touched  the  very  founda- 
tions of  the  constitutional  powers  of  Ck)ngress. 
It  was  argued  at  great  length  by  Mr.  Mi^ison 
on  the  2nd  of  February,  1791.  COales  and 
Seaton,  Vol  IL,  p.  1944,}  but  as  it  is  a  great 
constitutional  question,  we  of  course  cannot  enter 
into  it,  we  can  only  say  that  after  being  debated 
for  a  week,  with  extraordinary  keenness,  it  was 
at  last  carried  by  a  majority  of  39  to  20,  that  the 
bill  should  pass.  The  division  of  opinion  on 
the  constitutionalitj  of  the  question  was  equally 
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■trong  in  the  cabinet,  as  in  tlie  lionse  of  repre- 
sentatives, and  the  conntrj,  but  Washington 
having  demanded  an  elaborate  argument  from 
each  party,  after  matore  deliberation,  formed  the 
opinion  that  the  measure  was  constitutional,  and 
gave  his  assent  to  it. 

427.  Bv  Acts,  Acts  of  the  First  Congress  of 
the  United  States,  chapters  84  and  85,  February 
25,  and  March  2, 1791,  subscriptions  were  to  be 
opened  on  the  1st  July,  1791,  for  a  bank,  to  be 
called  the  ''  Bank  of  the  United  States,"  with  a 
capital  stock  not  to  exceed  10,CM)0,000  dollars,  in 
shares  of  400  dollars,  to  which  any  one  might  sub- 
scribe, for  not  more  than  1000  shares,  one-rourth  of 
which  was  to  be  paid  in  gold  and  silver,  and  the 
remainder  in  the  public  debt  of  the  United  States, 
bearing  6  per  cent,  interest.  The  subscribers 
were  to  exist  as  a  corporation  until  the  4th  of 
March,  1811.  The  total  amount  of  debts  which 
the  corporation  might  at  any  time  owe  in  any 
manner,  should  not  exceed  10,000,000  dollara, 
over  and  above  the  moneys  actually  deposited  in 
the  bank  for  safe  keeping,  unless  the  contracting 
any  greater  debt  should  bie  previously  authorized 
by  a  law  of  the  United  States.  In  case  of  ex- 
cess, the  directors,  under  whose  administration  it 
ahoold  happen,  should  be  liable  in  their  private 
capacities,  as  well  as  all  the  lands,  tenements, 
goods  and  chattels  of  the  corporation.  It  might 
sell  any  part  of  the  public  debt,  which  composed 
its  stock,  but  it  might  not  buy  any ;  and  it  was 
not  to  deid,  or  trade,  in  anything  except  bills  of 
exchange,  or  sold  and  silver  bullion,  or  the  sale 
of  gppds,  pledged  with  it,  and  not  redeemed  in 
due  time,  uid  it  might  not  charge  more  than  6  per 
cent,  for  advances.  It  was  not  to  lend  the  govern- 
ment of  the  United  States  more  than  100,000 
dollars,  or  that  of  any  State  in  the  Union  more 
than  50,000  dollars,  without  a  law  for  that  pur- 
pose. The  subscription  list  was  filled  up  in  two 
honrs. 

428.  This  bank  continued  in  operation  till 
the  term  of  its  charter  expired.  As  that  period 
approached,  the  warm  discussions  as  to  its 
benefits,  and  constitutionality,  were  revived. 
O^  the  24th  of  January,  1811,  the  House  of 
Representatives,  by  a  majority  of  sixty-five  to 
sixty-four,  resolved  to  postpone  the  consideration 
of  re-chartering  it  indefinitely.  A  bill,  brought 
into  the  Senate  for  the  same  purpose,  was 
rejected  by  the  casting  vote  of  the  Vice-Pre- 
sident, on  the  20th  February,  only  eleven  days 
before  the  Charter  expired.  The  bank  during 
this  interval  applied  to  have  its  charter  pro- 
longed for  a  sufficient  time  to  allow  it  to  wind 
up.  Bat  the  Committee  of  the  House,  to  whom 
the  memorial  was  referred,  reported,  through 
their  chairman,  Henry  Clay,  "that  h<^ding  the 
opinion,  (as  a  majority  of  the  Committee  do,) 
that  tlie  constitution  did  not  authorize  Congress 
originally  to  grant  the  Charter,  it  follows,  as  a 
necessary  consequence  of  that  opinion,  that  an 
extension  of  it,  even  under  the  restrictions  con- 
templated by  the  stockholders,  is  equally  repug- 
nant to  the  constitution."  The  bank  was, 
therefore,  obliged  to  wind  up,  and  on  the  Ist 
June,  1812,  70  per  cent  of  the  capital  stock  was 
repaid  to  the  shareholders,  and  18  per  cent,  more 
on  the  1st  October,  another  7  per  cent,  on  the 
Ist  April,  1813,  another  of  5  per  cent,  in  April, 
1815,  and  another  ^  5  per  cent,  in  December, 


1817,  and  some  other  payments  were  made  sub- 
sequently. 

429.  At  the  time  of  the  institution  of  the 
Bank  of  the  United  States,  there  were  but  four 
banks  in  the  States, — ^the  Bank  of  North  America, 
erected  by  an  Act  of  Congress  of  very  doubtful 
legality,  a  bank  at  New  York,  one  at  Boston, 
and  one  in  Maryland.  Soon  after  that  they 
multiplied  rapidly.  In  1791,  one  new  bank  was 
erected;  in  1792,  8;  in  1793,3;  in  1795,5;  in 
1796,  1 ;  in  1800,  2;  in  1801,  3;  in  1802,  4;  in 
1803,  16;  in  1804,  10;  in  1805,  4;  in  1806,  4; 
in  1807,  9 ;  in  1808,  1 ;  in  1809,  3;  in  1810,  8; 
in  1811,  11;  in  1812,22;  the  capital  of  these 
formed  an  aggregate  of  77,258,000  dollars.  In 
1814,  a  project  was  brought  before  the  Assembly 
of  Pennsylvania,  by  which  forty -one  new  banks 
would  have  been  established  at  once,  but  the 
Governor,  in  well  founded  alarm,  rejected  it. 
But  yet  they  multiplied  with  astonishing  ra- 
pidity, for,  by  1816,  thev  amounted  to  246.  The 
same  nuisance  was  felt  from  the  power  of  issuing 
notes  without  limit  as  to  their  amount,  as  was 
felt  in  this  country.  In  1814,  the  New  England 
Banks  issued  notes  fbr  25  cents,  whereby  it  waa 
rendered  so  difficult  in  some  of  the  Eastern 
States  to  get  a  dollar  changed,  that  it  was  neces- 
sary to  purchase  change  of  the  money  dealers 
in  towns,  for  current  travelling  expenses.  And 
many  of  the  banks,  with  many  hundred  thousand 
of  paper  dollars  in  circulation,  had  little  or  no 
specie  in  their  cofiers.  In  one  bank,  that  failed 
in  1809,  no  accurate  account  was  kept  of  the 
notes  in  circulation,  but  when  it  failed,  there 
were  not  less  than  648,000  in  circulation,  and 
their  specie  was  found  to  be  eighty-six  dollars. 
Of  two  banks  in  Massachusetts,  one  was  found 
to  have  thirty  or  forty  dollars  in  specie,  and  the 
other  none ;  and  the  whole  of  them  had  not  as 
much  specie  as  the  paper  issued  by  a  single  one. 
The  firet  bank  of  the  United  States  issued  no 
notes  below  ten  dollars,  which,  to  a  certain 
extent,  controlled  the  issues  of  the  local  buiks. 

430.  The  Bank  of  the  United  States  having 
£Bdled  to  obtain  a  renewal  of  its  charter  from 
Congress,  tried  to  get  a  charter  from  the  State  ot 
Pennsylvania,  but  was  refused  from  the  prepon- 
derance of  local  interests,  even  though  they  offered 
a  very  large  bribe.  A  bankinff  mania  began  to 
declare  itself  in  1810,  and  the  Legislature  passed 
a  law  prohibiting  any  unincorporated  companies 
from  carrying  on  any  of  the  operations  of  bank- 
ing, but  this  was  generally  disregarded,  and  even 
companies  incorporated  for  other  purposes,  issued 
notes.  During  the  session  of  1812-13,  a  bill  to 
incorporate  25  banks  passed  both  houses  of  the 
L^slature,  by  a  majority  of  one  in  each  house. 
The  governor  returned  the  bill  with  his  objections. 
But  the  next  session  a  bill  to  incorporate  41 
banks  with  capitals  amounting  to  17  million  dol- 
lars, passed  by  a  large  majority.  The  governor 
again  returned  it  with  objections,  but  two-thirds 
of  each  house  having  agreed  to  it,  it  became  law 
on  the  21st  March,  1814,  and  under  this  Act  37 
banks  were  actually  instituted.  The  simultaneous 
operations  of  these  manu£Eictories  of  paper,  pro- 
duced its  natural  effect.  The  paper  became  de- 
preciated, and  caused  a  heavy  pressure  on  the 
banks  for  specie.  The  Western  and  Southern 
Banks  had  been  doing  exactly  the  same,  and  the 
consequence  was  that  in  August  and  September, 
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1814,  all  the  banks  in  the  United  States,  except 
those  in  New  England,  stopped  payment.  In 
November,  the  paper  of  the  best  banks  in  Phila- 
delphia was  at  14  per  cent,  discount. 

431.  In  October,  1814,  daring  this  general 
suspension,  Mr.  Dallas,  secretary  to  the  Treasury, 
recommended  the  establishment  of  a  National 
Bank,  with  a  capital  of  50,000,000  dolhirs,  of 
which  20  millions  should  be  subscribed  by  go- 
vernment, and  paid  in  6  per  cent,  stock.  The 
remainder  to  be  subscribed  by  individuals,  and 
of  it  18  millions  might  be  in  stock.  The  bank 
was  to  be  allowed  to  suspend  specie  payments,  if 
the  President  thought  it  desirable.  After  many 
discussions  and  changes  of  plan,  a  bill  for  a  bank 
passed  the  Legislature,  but  was  vetoed  by  Presi- 
dent Madison.  The  banks  being  freed  by  popular 
acquiescence  from  paying  in  specie,  mi]Qtiplied 
rapidly,  and  extended  their  operations,  so  that 
the  notes  of  the  city  banks  fell  20  per  cent.,  and 
those  of  the  country  ones  from  20  to  50  per  cent., 
and  specie  so  entirely  disappeared  from  circula- 
tion, that  even  the  fractional  parts  of  a  dollar  were 
paid  in  small  notes,  and  tickets  issued  by  banks, 
corporations,  and  individuals.  Prices  rose  corre- 
spondingly, and  people  were  for  a  long  time  de- 
luded into  the  belief  that  this  was  a  real  rise  in 
their  value.  The  government  in  vain  tried  to 
curb  these  issues.  But  the  banks  were  indepen- 
dent, and  rejected  all  attempts  to  establish  some 
fixed  medium  of  circulation.  They  thought  that 
it  was  their  duty  to  make  as  much  profit  as  they 
could  for  themselves,  and  every  eSort  and  plan 
devised  by  the  government  to  give  uniformity  to 
the  currency  failed. 

432.  The  entire  failure  of  all  attempts  at  ne- 
gotiation with  the  banks,  which  appeared  to  have 
adopted  a  suspension  of  cash  payments  en  per^ 
manence,  made  the  government  once  again  bring 
forward  the  scheme  of  a  National  Bank.  In  his 
message  to  Congress  on  the  5th  December,  1815, 
President  Maduon  called  the  attention  of  the 
Legislature  to  the  intolerable  state  of  the  cur- 
rency, and  said  that  if  the  State  banks  could  not 
remedy  it,  the  probable  operation  of  a  National 
Bank  would  merit  consideration.  So  weak  was 
the  government,  that  it  did  not  venture  to  con- 
demn the  suspension  of  cash  payments,  but  it  said 
that  the  continuance  of  it  must  be  ascribed  to  a 
new  cause.  But  now  was  manifested  the  wisdom 
of  the  founders  of  the  constitution  of  the  States, 
which  declared  that  no  State  should  make  any- 
thing but  gold  and  silver  legal  tender ;  if  it  had 
not  been  for  this  fondamental  enactment,  there 
can  be  little  doubt  that  the  States  would  either 
have  gone  back  to  their  old  paper  issues,  or  the 
banks,  by  a  permanent  refusal  to  pay  specie,  would 
have  produced  the  same  effects.  The  delusion 
was  the  prevailing  one  in  England  at  the  same 
time,  where  the  doctrines  of  the  bullion  report 
were  now  held  in  great  contempt,  by  the  majority 
of  Parliament  and  the  public.  At  length,  how- 
ever, returning  sense  dawned  upon  the  public, 
and  towards  me  close  of  1815,  the  doctrine  so 
generally  taught  and  believed  that  it  was  not  the 
paper  currency  which  was  depreciated,  but  specie 
wMch  had  risen  in  value,  began  to  be  abandoned. 

438.  In  January,  1816,  a  bill  was  brought  in 
to  establish  a  Bank  of  the  United  States,  and  after 
very  warm  debates,  was  passed  and  approved  by 
the  President  on  the  10th  of  ApriL    By  Act 


1816,  c.  44,  the  Bank  of  the  United  States  was 
established,  with  a  capital  of  35,000,000  dollars, 
in  350,000  shares  of  100  dollars  each.  Seventy 
thousand  shares  were  to  be  subscribed  for  and 
paid  by  the  government  of  the  United  States,  the 
remainder  by  individuals,  amounting  to  28,000,000 
dollars,  of  which  7  millions  were  required  to  be 
in  gold  or  silver,  and  the  remaining  21  millions, 
either  in  gold  or  silver,  or  the  fund^  debt  of  the 
States.  The  secretary  to  the  Treasury  might 
subscribe  on  behalf  of  the  government  for  7  mil- 
lion dollars,  either  in  coin  or  in  the  funded  debt  of 
the  Union.  The  government  might  redeem  the 
Winded  debt  subscribed  to  the  capital  of  the  bank, 
at  certain  rates,  and  the  bank  might  sell  it  on  cer- 
tain conditions.  The  subscribers  were  to  continue 
as  a  corporation  till  thj3  3rd  March,  1836,  and 
they  were  enabled  to  possess  and  hold  in  law, 
lands,  rents,  tenements,  hereditaments,  goods  and 
chattels,  and  effects  of  whatsoever  kind,  nature, 
and  quality,  to  an  amount  not  exceeding  in  the 
whole  55  inillions  of  dollars,  including  the  amount 
of  capital  aforesaid.  The  usual  provisions  as  to 
trading  were  inserted;  and  its  bills  obligatory, 
and  of  credit  under  seal,  were  to  be  transferable 
by  indorsement,  but  they  were  not  to  be  for  a 
less  sum  than  5,000  dollars.  All  its  bills  woid 
notes  were  to  be  payable  to  bearer  on  demand, 
except  those  for  any  sum  not  less  than  100 
dollars,  payable  to  order  of  any  individual,  and 
at  any  time  not  exceeding  60  days  firom  their 
dato.  The  bank  was  to  establish  a  branch  of  de- 
posit and  discount  in  Columbia,  whenever  any 
law  of  the  United  States  ordered  so,  and  also  in 
any  State  in  which  2,000  shares  should  be  sub- 
scribed, or  held,  whenever,  upon  the  application 
of  the  Legislature  of  the  State,  Congress  might 
require  it  by  a  law.  They  might  also  establish 
any  such  branches  at  their  own  discretion,  within 
the  United  States,  or  its  territories.  No  note  was 
to  be  for  less  than  5  doUib^,  and  so  long  as  they 
were  payable  on  demand,  they  were  to  be  re- 
ceived in  payment  of  all  debts  due  to  the  United 
States.  It  was  forbidden  to  lend  the  government 
of  the  Union  more  than  500,000  dollars,  or  that  of 
any  State  more  than  50,000,  or  to  foreign  ones  at 
all.  All  deposits  of  the  money  of  the  United 
States,  in  places  in  which  the  bank  and  its  branches 
were  established,  were  to  be  made  in  it,  imless  the 
secretary  to  the  Treasury  should  at  any  time 
otherwise  order  and  direct,  and  if  he  did  so,  he 
should  immediately  lay  before  Congress  his  reason 
for  doing  so.  It  was  prohibited  from  suspending 
payments  in  specie  of  any  of  its  obligations ;  and 
if  it  refused  payment  at  any  time  of  any  of  its 
obligations  to  then:  just  holders,  it  should  pay 
interest  at  12  per  cent,  upon  them.  In  consi- 
deration of  its  exclusive  privileges,  it  should  pay 
the  Grovemment  of  the  United  States  one  million 
and  a-half  of  dollars.  It  was  to  exist  for  two 
years  after  the  expiry  of  its  charter,  for  the  pur* 
pose  of  winding  up  its  concerns.  The  same 
session  a  resolution  was  passed,  declaring  that 
after  the  20th  February,  1817,  nothing  but  gold 
and  silver,  treasury  notes,  and  the  notes  of  specie- 
paying  banks,  ovght  to  be  received  in  payment  of 
dues  to  the  United  States.  The  banks  had  got 
such  a  mastery  over  the  community,  that  a  person 
who  wished  to  enforce  payment  of  ten  notes  for 
100  dollars  each  from  a  bank,  could  get  no 
advocate  to  undertake  the  cause  for  many  months* 
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'When  at  last  proceedings  were  "began,  the  presi- 
dent of  the  bank  refnsed  to  appear.  The  Sheriff 
called  a  poue  comitaius  to  bis  aid,  and  took 
the  presiaent,  by  force,  before  the  Court.  The 
bank  refiasing  still  to  pay  the  notes,  its  doors 
were  shut  by  the  sheriff^  bat  in  defiance  of  that, 
it  was  soon  opened  again.  In  defiance  of  the  re- 
solution of  Congress,  the  banks  determined  not  to 
resume  payment  before  the  1st  July,  1817.  At 
length  the  legislature  of  New  York  passed  a  law, 
that  imposed  a  penalty  of  12  per  cent,  on  any 
bank  that  should  not  pay  its  notes  in  specie. 

434.  The  bank  of  the  United  States  com- 
menced business  at  Philadelphia,  on  the  1st 
January,  1817,  and  the  opinion  held  of  its  utility 
and  operation  by  the  government  of  the  country 
well  deserves  our  attention,  because  Sir  Robert 
Peel  attributed  the  subsequent  crisis  in  America 
to  its  suppression ;  this  will  render  it  necessary 
to  give  these  to  our  readers  at  some  length,  in 
order  to  enable  them  to  judge  whether  Sir  Robert 
Peel  was  borne  out  in  his  conclusions.  The 
capital  of  the  bank  when  it  began  business  was 
1,400,000  dollars  in  specie,  and  14,000,000  in 
public  stocks.  A  second  instalment  of  2,800,000 
became  due  soon  after.  "  But  it  is  clear,"  said  a 
contemporary  pamphlet,**  that  the  bank  having 
commenced  operations,  and  put  its  paper  into 
circulation,  could  not  enforce  the  payment  of  the 
specie  part  of  the  second  and  third  instalments 
or  the  capital  in  new  ctcqidsitUms  of  specie.  They 
would  be  paid  either  in  the  notes  of  the  bank,  or 
in  the  specie  which  they  would  draw  out  of  the 
bank,  or  toUh  cheques  drawn  on  the  credit  of  the 
discounts,  or  not  at  all.**  But  the  directors  did 
not  wait  until  the  second  instalment  was  due,  they 
passed  a  resolution  in  December,  before  any  of 
the  bank's  notes  were  in  circulation,  authorizing 
discounts  on  a  pledge  of  stock.  By  these  means 
the  payment  of  the  second  instahnent  was  chiefly 
effected  by  the  credit  created  on  discounting  on 
the  pledge  of  stock ;  and  instead  of  2,800,000 
of  dollars  in  specie,  there  were  only  324,000  paid 
in  coin.  A  third  instalment  of  2,800,000  dollars 
in  coin,  and  of  7,000,000  in  public  stock  was  due 
on  the  1st  of  July,  but  a  Committee  of  Congress 
said,  **  Of  the  2,800,000  dollars  which  was  to 
have  been  paid  at  the  third  instalment,  it  is 
believed  that  a  very  trifling  amount  was  paid  in 
coin,  and  as  little  of  the  funded  debt,  but  that 
nearly  the  whole  were  paid  by  the  proceeds  of  notes 
discounted  on  stoch'*  Thus  the  capital  of  the 
Bank  of  the  United  States,  when  all  paid  iu, 
consisted  of  about  2,000,000  in  specie,  instead  of 
7,000,000,  and  of  about  21,000,000  of  funded  debt, 
instead  of  28,000,000,  and  of  about  12,000,000 
in  the  bank*s  own  notes  obtained  by  discounts 
on  its  own  stock ! 

435.  **The  Directors,**  says  the  Report  to 
Congress,  "did  not  conflne  themselves  to  the 
amount  prescribed  in  tiie  resolution  of  December 
the  27th,  that  is,  to  the  proportion  of  the  coined 
part  of  tiie  second  instalment,  but  discounted  to 
the  fall  par  value  of  the  stock,  which  was  paid 
for  by  the  proceeds  of  the  same  discounts ;  ana  the 

discounts,  tiie  payment  of  the  second  instalment, 
the  payment  of  the  price  to  the  owner,  the  trans- 
fer, and  the  pledge  of  the  stock,  were,  as  it  is 
termed,  simultaneous  operations.  All  the  dis- 
counts on  stock  after  the  20th  February,  1817, 
were  made  at  the  par  value  of  the  shares,  which 


enabled  the  discounter  not  only  to  pay  the  whole 
of  the  instalments,  including  the  specie  part,  and 
the  funded  debt  part,  but  also  to  draw  out  of  the 
bank  the  amount  which  might  have  been  paid  in 
on  his  shares.**  Every  species  of  gambling  in 
the  price  of  shares,  immense  loans  to  directors, 
and  stock-jobbing  followed.  In  January,  a  con- 
vention of  delegates  from  the  banks  of  New  York, 
Philadelphia,  Baltimore,  Richmond,  and  Norfolk, 
met  at  Philadelphia,  and  resolved  to  resume 
specie  payments  on  the  20th  February,  provided 
that  the  United  States  Bank  should  not  demand 
payment  for  balances  due  to  it  from  them  until 
it  had  discounted  for  persons  in  New  York  to  the 
amount  of  2,000,000,  in  Philadelphia,  2,000,000, 
in  Baltimore  1,500,000,  and  haLf  a  million  in 
Virginia.  One  of  the  objects  of  the  bank  was  to 
equalize  the  exchange  throughout  the  Union,  but 
tlus  was  done,  not  by  making  the  local  banks  pay 
their  notes  in  specie,  but  by  a  system  of  drawing 
and  re-drawing,  carried  on  between  the  head 
bank  and  its  branches.  The  directors  at  some 
of  the  branches  caused  much  embarrassment  by 
their  excessive  issues.  The  discounts  of  the 
bank,  which  were  3,000,000  in  February,  in- 
creased to  20,000,000  in  April,  to  25,000,000  in 
July,  and  to  33,000,000  in  October ;  and  at  the 
end  of  the  year  the  '*  expansion  **  made  by  the 
United  States  Bank  greatly  exceeded  the  "  con- 
traction** made  by  the  local  banks.  The  com- 
mittee of  the  Senate  of  Pennsylvania  say,  ^*  Had 
the  United  States  Bank  been  conducted  with  the 
discretion  and  wisdom  which  were  so  essential 
to  so  powerful  a  machine,  its  influence  might 
have  been  productive  of  the  most  happy  conse- 
quences. The  public  was  aware  that  the  cur- 
rency of  the  State  banks  was  still  depreciated 
from  excess,  and  that  nothing  but  a  further  re- 
duction of  their  issues  could  remove  its  unsound- 
ness, and  yet  with  this  fact  evident  to  the  most 
limited  capacitj^,  the  directors  of  the  new  bank 
fancied,  that  if  they  could  only  persuade  the 
city  banks  to  call  that  a  sound  currency,  which 
was  in  reality  an  unsound  one,  the  evil  of  depre- 
ciation could  be  cured,  and  they  accordingly 
proposed  to  them  to  enter  into  an  arrangement 
to  resume  specie  payment  on  the  21st  of  February 
following.  The  city  banks,  sensible  that  their 
power  over  the  community  was  so  great,  that 
few  individuals  would  have  the  boldness  to  make 
large  demands  on  them  for  coin,  and  relying  on 
the  forbearance  that  had  hitherto  been  extended 
to  them  by  an  Injured  public,  who  had  for  two 
years  and  a-half  been  paying  them  6  per  cent, 
for  their  dishonoured  bills,  consented  to  the 
arrangement,  and  specie  payments  were  nomi- 
nally resumed  on  the  appointed  day.  We  say 
nominally,  because  in  point  of  fact,  a  bondjtde 
resumption  did  not  take  place,  as  is  evident  m>m 
the  well-known  circumstance  that  for  a  long 
time  after  that  period  American,  as  well  as 
foreign  coins,  would  command  on  the  spot,  a 
price  in  city  bank  notes,  above  their  nominal 
value.  Depreciation  can  as  well  result  from  the 
forbearance  of  the  public  to  demand  their  rights, 
as  from  the  refusal  of  the  banks  to  pay  their 
engagements;  and  the  arrangement  alluded  to 
was  not  any  real  resumption  of  cash  payments, 
but  a  mere  change  of  one  species  of  inconverti- 
bility for  another.  No  sooner,  however,  had  the 
directors  of  the  I^ational  Bank  succeeded  in  the 
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desirable  object  of  rendering  depreciated  paper 
an  eqaivalent  for  their  own  convertible  notes, 
than,  instead  of  reflecting  from  an  acquaintance 
with  general  principles,  and  from  the  experience 
of  the  past,  that  the  channels  of  circulation  could 
contain  only,  without  depreciation,  but  a  limited 
amount  of  paper  credits ;  and  that  that  amount 
was  already  in  these  channels,  they  began  to  add 
to  the  mass  already  redundimt,  by  emissions  of 
their  own  notes;  and  in  the  course  of  a  few 
months  added  to  the  mass  of  bank  loans  an 
amount  greatly  beyond  the  reduction  which  had 
been  made.  By  these  means  the  currency, 
although  nominally  convertible,  was  depreciated 
below  its  former  low  state,  and  was  thrown  back 
instead  of  being  advanced,  on  the  road  to  resto- 
ration, and  thus  was  rendered  nugatory  all  the 
pain  and  embarrassment  which  the  public  had 
suffered  from  the  former  curtailments  of  the  State 
banks.** 

436.  "And,**  say  the  Committee  of  Congress, 
"the  bank  improvidently  afforded  a  temptation 
to  the  Western  Banks  particularly,  to  extend 
their  circulation  of  notes,  by  insisting  on  its 
branches  paying  out  their  own  notes  in  pre- 
ference to  those  of  the  State  Banks,  and  on  their 
delivering  dn^  on  the  eastern  cities,  whenever 
it  could  be  done,  to  prevent  the  remittance  of 
their  own  notes.  The  branch  notes,  and  the 
drafts  issued  in  consequence  of  these  instructions, 
were  swept  away,  the  facility  of  remittance  thus 
unwarily  given,  as  well  as  by  the  ordinary 
balance  of  trade.  A  vacuum  in  the  circulation 
was  thus  produced,  which  could  be  supplied  only 
by  the  local  notes,  which  were  readily  received 
by  the  offices  of  the  Bank  of  the  United  Stal^ 
and  were  retained  by  them  as  a  fund  upon  which 
interest  was  paid  by  the  State  Banks.  The 
conmiittee  are  of  opinion,  that  instead  of  conduct- 
ing with  the  alleged  rigor  towards  the  State 
Banks,  the  Bank  of  the  United  States  is  liable  to 
the  more  serious  charge  of  having  increased  the 
amount  of  notes  in  circulation  by  its  acceptance 
of  them  in  those  places  where  it  was  known  they 
would  not  be  redeemed  in  specie,  and  by  making 
them,  in  the  manner  before-mentioned,  the  only 
circulating  medium  in  that  part  of  the  country.** 

437.  The  bank  went  on  in  the  same  way  the 
next  year,  by  which  time  its  discounts  were 
43,000,000.  it  issued  its  notes  so  fast  that  the 
officers  of  the  bank  could  not  sign  them  suffi- 
ciently quickly  for  the  demand,  and  a  bill  was 
brought  in  to  appoint  extra  officers  for  that 
purpose,  but  it  was  not  carried.  It  sold  a  consi- 
derable part  of  its  funded  debt  fbr  specie,  and 
then  imported  7,000,000  dollars  in  specie.  But 
as  the  issues  were  still  excessive,  specie  was  ex- 
ported faster  than  it  was  imported  by  the  bank. 
fVom  Boston  and  Salem  alone,  5,000,000  of 
dollars  were  exported  in  twelve  months,  and  it 
was  estimated,  that  from  the  whole  Union,  at 
least  12,000,000  were  exported.  And,  not- 
wiUistanding  its  imports,  the  bank  never  had  at 
one  time,  3,000,000  dollars  in  its  vaults.  In 
July,  it  found  itself  in  danger  of  bankruptcy, 
and  it  ordered,  that  by  the  1st  of  November, 
tliere  must  be  a  reduction  of  discounts  to  the 
amount  of  2,000,000  at  Philadelphia,  the  same 
at  Baltimore,  700,000  at  Richmond,  and  500,000 
at  Norfolk;  and  that  the  banks  of  Cincinnati 
and  Columbia  must  pay  their  balances  due.    But 


even  this  was  not  enough,  and  a  reduction  of 
another  million  was  thought  necessary  at  Fhila* 
delphia,  a  course  indeed  highly  necessary,  as  the 
premium  on  Spanish  dollars  was  already  10  per 
cent.,  and  was  considerable  on  other  coins. 

438.  This  sudden  and  violent  contraction  of 
discounts,  to  so  large  an  amount  in  so  short  a 
time,  caused  widespread  distress  and  ruin,  wluch 
was  further  increased  by  an  order  not  to  receive  at 
the  head  office,  or  branches,  as  deposits,  any  notes 
but  those  issued  at  the  same  office.  Thus,  every 
office  of  the  bank  dishonoured  the  paper  of  every 
other  office  of  the  same  bank  I  This  distress 
spread  through  the  whole  community,  and  pluis 
were  broached  for  creating  an  inconvertible 
paper  money.  Public  opinion  became  hostile  to 
the  banks,  and  they  were  strongly  denounced  by 
the  governors  of  several  States.  The  Governor 
of  New  York  said,  "  The  embarrassments  arising 
from  the  disordered  state  of  our  currency,  have 
increased  instead  of  diminishing,  since  I  had  the 
honour  to  address  the  Legislature  on  the  subject. 
And  unless  efficient  preventives  are  adopted, 
and  suitable  remedies  applied,  the  evil  will  be 
in  a  state  of  progressive  augmentation.  A  pro- 
position to  invest  banks  with  a  power  of  coining 
money  would  have  no  advocates,  and  yet  it 
might  not  be  so  pernicious  as  the  authority 
already  granted  of  emitting  bank  notes.*'  The 
Grovemor  of  Ohio  said  much  the  same.  The 
Governor  of  Kentucky  denounced  the  whole 
banking  system,  in  the  most  vehement  terms. 

439.  In  November,  1818,  a  committee  of  Con- 
gress was  appointed  to  investigate  the  affairs  of 
the  bank,  and  they  reported  in  January,  1819, 
that  it  had  violated  its  charter  in  four  particu- 
lars,— in  buying  2,000,000  of  public  debt;  in  not 
requiring  the  shareholders  to  pay  the  second  and 
third  instalments  in  coin,  or  public  debt ;  in  paying 
dividends  to  shareholders  who  were  in  arrear 
for  calls ;  and  in  allowing  persons  to  have  more 
than  their  legal  number  of  notes.  Motions  to 
cause  a  scire  facias  to  issue,  to  have  the  charter 
forfeited,  and  to  repeal  it,  were  made,  but  re- 
jected,— ^a  very  large  number  of  members  being 
shareholders  in  it.  On  the  publication  of  this 
report,  the  shares  immediately  fell  to  93,  and  the 
President  resigned,  and  Mr.  Cheves,  of  South  Ca- 
rolina, was  elected  to  his  place.  This  gentleman, 
three  years  afterwards,  gave  the  shareholders  an 
exposition  of  the  affiiirs  of  the  bank,  and  its  mis- 
management,— the  length  of  which  prevents  us 
^ving  it  entire.  It  details  the  extravagance  of 
Its  issues,  and  the  violent  contraction  it  found 
necessary.  Among  other  things,  it  said,  thut  on 
the  1st  of  April,  1819,  the  bank  at  Philadelphia 
had  only  126,745  dollars  in  its  vaults;  and  the 
same  day,  upon  striking  a  balance  between  it  and 
the  city  banks,  it  owed  them  79,125  dollars.  On 
the  12th  of  the  same  month  it  had  but  71,522 
dollars,  and  it  owed  the  city  banks  196,418  dol- 
lars :  tiie  offices  at  New  York  and  Boston  were 
even  in  a  worse  state,  and  at  the  same  time,  it 
owed  some  English  houses  900,000  dollars,  which 
it  was  bound  to  pay  immediately.  He  said  that 
all  the  resources  of  the  bank  coidd  not  have  sus- 
tained it  another  month;  when,  twenty-seven 
months  before,  it  had  commenced  business  with 
a  free  capital  of  28,000,000  dollars.  Its  own 
officers  defrauded  it ;  and  at  Baltimore  alone,  it 
lost  fh>m  this  cause  1,671,221  dollars.    Its  ag- 
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gregate  losses,  arising  out  of  operations  which 
preceded  the  6th  of  March,  1819,  exceeded 
considerably  9,500,000  dollars.  The  dividends, 
during  the  same  time,  were  4,410,000.  Bat  of 
this  1,348,558  were  received  as  interest  on  the 
public  debt  held  by  the  bank,  and  the  entire 
losses  exceeded  the  entire  profits  by  more  than 
half  a  million  dollars.  It  had  imported  many 
millions  of  specie  at  a  great  loss,  which  were 
entirely  exhausted,  and  were  not  vet  jntid  for^ 
and  the  directors  then  expected  mat  it  would 
shortly  have  to  stop  payment.  This  event  was 
oniversaUy  expected  both  in  and  out  of  the  bank. 
However,  upon  a  general  meeting  of  the  directors 
being  held  on  the  9th  of  April,  strong  measures 
were  adopted,  and  in  the  space  of  seventy  days 
it  had  not  only  righted  itself  but  was  able  to 
afibrd  assistance  to  other  institutions,  which  were 
ascertained  to  be  solvent.  But  these  measures 
were  not  effected  without  the  most  terrible  dis- 
tress. For  a  time  the  general  question  was  not 
who  had  gone,  but  who  had  stood;  confidence 
was  so  terribly  shaken  that  even  persons  in  good 
credit  had  to  pay  36  per  cent,  for  discounts. 

440.  In  August,  1819,  it  was  estimated  that 
there  were  20,000  persons  daily  seeking  employ- 
ment in  Philadelphia;  the  case  was  very  much 
the  same  in  New  lork  and  Baltimore.  A  com- 
mittee was  appointed  to  investigate  the  situation 
of  the  manufacturers  of  Philadelphia.  They  re- 
ported that  thirty  trades,  which  employed  9,672 
hands  in  1816,  only  employed  2,137  persons  in 
1819.  In  Pittsburg,  trades  which  employed 
1,960  persons  in  1815,  employed  only  672 
persons  in  1819.  The  distress  was  universal. 
The  papers  in  the  Western  States  were  filled 
with  dMcriptions  of  the  general  ruin  and  depre- 
dation of  the  value  of  property.  In  one  smsdl 
State,  Maryland,  the  Gazette  of  one  day  con- 
tained six  columns  of  advertisements,  by  order 
of  the  Insolvent  Ck)mmissioners.  The  Senate  of 
Pennsylvania  appointed  a  committee  to  examine 
into  the  causes  of  the  distress.  The  committee 
reported  on  the  20th  of  January,  1820.  It 
enumerated  the  evils,  which  were  deep  and 
general,  and  attributed  them  almost  entirely  to 
the  abuses  of  banking,  and  most  severely  blamed 
the  misconduct  of  the  United  States  Bank.  The 
House  of  Representatives  also  appointed  a  com- 
mittee, which  came  to  the  same  conclusion.  The 
committee  said,  ^  In  defiance  of  all  experience, 
and  in  contempt  of  warnings  almost  prophetic, 
which  were  given  to  them  at  the  time,  the  people 
of  Pennsylvania,  during  an  expensive  war,  and 
in  the  midst  of  great  embarrassments,  established 
forty-one  new  banks,  with  a  capital  of  17,500,000 
dollars,  and  authority  to  issue  bank  notes  to 
double  that  amount.  In  consequence  of  this 
most  destructive  measure,  the  inclination  of  a 
large  part  of  the  people,  created  by  past  pros- 
perity, to  live  by  speculation,  and  not  by  labour, 
was  greatly  increased,  a  spirit  in  all  respects 
akin  to  gambling,  prevailed;  a  fictitious  value 
was  eiven  to  all  descriptions  of  property ;  specie 
was  driven  firom  circidation,  as  if  by  common 
consent;  and  all  efforts  to  restore  society  to  its 
natural  condition  were  treated  with  undisguised 
contempt.  *»•»••  A  new 
measure,  however,  remained  to  be  adopted,  that 
was  really  to  close  the  last  scene  in  the  drama  of 
error,  the  currency  had  ahready  nearly  vanished, 


but  was  temporarily  restored  on  the  seaboard. 
The  enormity  of  fictitious  credit  began  to  be 
felt;  the  abusive  extent  of  paper  issues  waa 
about  to  effect  its  own  remedy  in  the  State,  when 
Congress  created  a  Corporation^  with  authority 
to  circulate  upwards  or  100,000,000  of  a  new 
paper  medium,  a  corporation  spreading  its 
branches  over  the  Union,  with  the  baneful 
influence  of  the  fabled  upas.** 

441.  To  give  an  adequate  picture  of  the  uni- 
versal ruin  and  misery,  which  at  this  period 
prostrated  the  whole  country,  would  far  exceed 
our  limits,  and  yet  it  is  not  possible  to  form  a 
proper  conception  of  its  extent,  without  present- 
ing a  large  number  of  extracts  from  contem- 
porary publications.  Those  who  take  an  interest 
in  the  matter,  we  may  refer  to  Mr.  Gouge*8 
Short  History  of  Paper  Money  aand  Banking  in 
the  United  i9tote«— Thiladelphia,  1833,  where 
they  will  find  an  ample  series  of  extracts  on  the 
subject. 

442.  The  effects  of  this  terrible  revulsion  n 
were  felt  in  many  States  of  the  Union  for  several 
years  afterwards.  But  the  interest  of  the 
banking  portion  of  the  community  was  too 
powerful  for  the  eood  sense  of  the  authorities, 
and  multitudes  of  fresh  banks  started  on  the 
debris  of  the  old  ones,  and  it  would  only  weary 
our  readers  to  enter  into  minute  details.  In 
1824-25  a  sympathetic  speculation  broke  out, 
with  the  contemporaneous  one  in  England, 
which  of  course  was  followed  by  an  equivalent 
re-action,  and  nothing  remarkable  occurred  to 
detain  us  till  1829. 

443.  In  the  message  of  President  Jackson 
this  year,  December  8,  1829,  the  first  attack  by 
the  government  was  made  on  the  bank  of  the 
United  States.  The  charter  did  not  expire  until 
1836 ;  but  the  President  said  that  a  measure  of 
such  importance  could  not  be  too  soon  presented 
to  the  deliberate  consideration  of  the  legislature 
and  the  public.  ^^Both  the  constitutionality  and 
the  expediency  of  the  law  creating  this  bank  are 
well  questioned  by  a  large  portion  of  our  fellow- 
citizens  ;  and  it  must  be  admitted  by  all,  that  it 
has  failed  in  the  great  end  of  establishing  a 
uniform  and  sound  currency.^  This  x>ortion  of 
his  message  was  referred  to  the  Committee  of 
Ways  and  Means  to  report  upon.  This  report 
was  presented  on  the  13th  of  April,  1830,  and 
was  a  very  long  and  a  very  able  document, 
tsULing  the  opposite  view  to  the  President's.  It 
entered  into  a  minute  history  of  the  establish- 
ment of  a  National  Bank ;  the  evil  effects  which 
the  abolition  of  the  first  bank  had  upon  the  cur- 
rency ;  the  necessity  for  organizing  a  second  one, 
which  it  maintained  had  fully  answered  its  pur- 
pose. It  deprecated  in  the  most  earnest  manner 
the  refusal  of  a  grant  of  a  renewal  of  the  bank's 
charter. 

444.  In  his  message  of  December,  1830,  the 
President  again  urged  consideration  of  the  bank 
question  on  Congress.  On  the  2nd  February, 
1831,  Mr.  Benton  moved  in  the  Senate  to  intro- 
duce a  resolution  that  the  charter  of  the  bank  of 
the  United  States  ought  not  to  be  renewed. 
Leave,  however,  was  refused  by  a  m^orlty  of 
23  to  20.  In  his  message  of  1831,  the  President 
again  recommended  the  bank  question  to  the 
notice  of  Congress.  On  the  9th  of  January,  1832, 
the  president  and  dhrectors  of  the  bank  presented 
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a  memorial  to  the  Senate,  requesting  a  renewal 
of  the  charter,  which  was  referred  to  a  committee 
of  five.    This  committee  prepared  a  bill  to  renew 
the  charter  of  the  bank  for  fifteen  jears  from 
the  time  of  its  expiry  in  1836.    The  bill  was  in- 
troduced into  the  Senate  by  Mr.  Webster,  in  an 
able  speech.    (Gales  and  SeatoHj    Vol.    VII I ^ 
p.  954. J    Mr.  Benton  strongly  opposed  the  re- 
newing of  a  charter  to  a  single  great  corporation. 
He  infinitely  preferred  having  a  larger  number 
of  moderate  establishments.    He  saw  the  advan- 
tage of  checking  powers  in  banking  governments, 
as  well  as  in  political  governments.    "  The  three 
Scottish  banks  had  held  each  other  in  check,  had 
proceeded   moderately  in  all   their   operations, 
conducted   their   business   regularly   and   pru- 
dently, and  aJways  kept  themselves  in  a  con- 
dition to  face  their  creditors;  while  the  single 
English  bank,  having  no  check  from  rival  insti- 
tutions, ran  on  in  the  wantonness  of  its  own 
unbridled  power,  deluging  the  country,  when  it 
pleased,  with  paper,  and  filling  it  with  specu- 
lation and  extravagance,  drawing  in  again  when 
it  pleased,  and  filling  it  with  bankruptcy  and 
pauperism;    often   transcending  its  limits,  and 
twice  stopping  payment,  and  once  for  a  period 
of  twenty  years.     There  can  be  no  question  of  the 
incomparable  superiority  of  the  Scottish  banhing 
system  over  the  English  banhing  system,  even  in 
a  monarchy.     *      *     *     In  the  peculiar  excel- 
lence of  the  Scottish  plan  lies  a  few  plain  and 
obvious  principles,  closely  related  to  Republican 
ideas.  First.  No  exclusive  privileges.   Secondly, 
Three  independent  banks  to  check  and  control 
each  other,  and  diffuse  their  benefits,  instead  of 
one  to  do  as  it  pleased,  and   monopolize  the 
moneyed  power.    Thirdly.  The  liabilUy  of  each 
stochholder  for  the  amount  of  his  stoch  on  the 
failure  of  the  banh  to  redeem  its  notes  in  specie. 
Fourthly.   The  payment  of  a  moderate  interest 
to  deposits.     Upon  these  few  plain  principles, 
all  of  them  founded  in  Republican  notions,  equal 
rights,  and  equal  justice,  the  Scottish  banks  have 
advanced  themselves  to  the  first  rank  in  Europe, 
have  eclipsed  the  Bank  of  England,  and  caused 
it  to  be  condemned  in  its  own  country,  and  have 
made  themselves  the  model  of  all  ftiture  bank- 
ing institutions  in  Great  Britain.*'    After  a  great 
many   amendments    and    minor    divisions,   the 
bill  finally  passed  the  Senate  by  a  majority  of 
28  to  20.    In  the  House  of  Representatives,  the 
memorial  of  the  bank  was  referred  to  the  Com- 
mittee of  Ways  and  Means  by  a  majority  of  100 
to  90.     On  the  10th  of  February,   1832,  this 
Committee,  by  a  majority,  brought  in  a  bill  to 
prolong  the  charter  for  twenty  years  after  1836, 
with  some  modifications.    On  the  2drd  February, 
1832,  Mr.  Clayton  moved  for  a  select  committee 
to  examine  into  the  affairs  of  the  bank  of  the 
United  States,  which,  after  a  veiy  keen  debate, 
was  carried.    The  report  of  the  majority  of  this 
committee  was  highly  adverse  to  the  manage- 
ment of  the  bank ;  it  charged  it  with  the  same 
mismanagement   and  overtrading  as   in    1819, 
and  in  consequence  of  that  a  very  severe  con- 
traction was  then  going  on.    On  the  1st  of  March 
the  bank  had  only  6,800,000  dollars  in  specie, 
2,860,000  dollars  in  notes  of  other  banks,  and 
no  funded  debt  to  meet  notes  of  its  own,  in  cir- 
culation 23,717,000  dollars,  deposits  17,050,000 
dollars,  and  foreign  debts  1,876,000,  making  an 


aggregate  of  42,643,000  dollars.  The  report  of 
the  majority  of  the  committee  recommended  that 
the  present  bank  should  not  be  re-chartered,  nor 
any  other  one  chartered,  until  the  public  debt 
should  have  been  paid  off,  and  the  revenue  ad- 
justed to  the  expenditure.  The  report  of  the 
minority,  however,  emphatically  refuted  the 
charges  brought  by  that  of  the  majority  against 
the  bank,  in  every  particular.  The  bill  sent 
down  from  the  Senate  was  finally  passed  by  a 
majority  of  106  to  84,  and  on  the  4th  July  was 
sent  up  to  the  President.  The  President,  how- 
ever, on  the  10th  July  vetoed  the  bill  as  mis- 
chievous and  unconstitutional,  adducing  many 
ar^ments  of  great  cogency.  On  the  message 
bemg  sent  to  the  Senate,  and  a  motion  made  to 
declare  the  bill  law,  notwithstanding  the  veto  of 
the  President,  which  required  a  majority  of  two- 
thirds,  the  motion  was  lost  by  22  to  19. 

445.  In  his  message  to  Congress  in  December, 
1832,  the  language  of  the  President  regarding  the 
bank  became  stronger  and  more  decided :  he  even 
gave  very  strong  hints  as  to  its  doubtful  solvency. 
''  Such  measures  as  are  within  reach  of  the  Secre- 
tary of  the  Treasury  have  been  taken  to  enable 
him  to  judge  whether  the  public  deposits  in  that 
institution  may  be  regarded  as  entirely  safe ;  but 
as  his  limited  power  may  prove  inadequate  to 
this  object,  I  recommend  the  subject  to  the  atten- 
tion of  Congress,  under  the  firm  belief  that  it  is 
worthy  of  tfeir  serious  investigation.  An  inquiry 
into  the  transactions  of  the  institution,  embracing 
the  branches  as  well  as  the  principal  bank,  seems 
called  for  by  the  credit  which  is  given  through- 
out the  country  to  many  serious  charges,  im- 
peaching its  character,  and  which,  if  true,  may 
justly  excite  the  apprehension  that  it  is  no  longer 
a  safe  depository  of  the  money  of  the  people.** 
In  consequence  of  this  portion  of  the  message, 
the  House  of  Representatives  referred  the  ques- 
tion to  the  Committee  of  Ways  and  Means,  to 
examine  into  the  grounds  of  the  doubts  of  the 
solvency  of  the  bank.  The  majority  of  the  com- 
mittee rex>ortod  entirely  in  its  fiivour ;  it  said  that 
the  total  liabilities  of  the  bank  were  37,800,000 
dollars,  and,  if  the  evidence  and  statements  of 
the  directors  could  be  relied  on,  its  available  and 
secure  resources  were  80,865,000  dollars.  The 
report  concluded  by  saying  that  if  the  evidence 
could  be  relied  on,  there  could  be  no  doubt  of  the 
entire  soundness  of  the  whole  bank  capital,  after 
meeting  all  demands  upon  it ;  and  it  recommended 
a  resolution  that  in  the  opinion  of  the  house  the 
government  deposits  might  safely  be  continued  in 
It,  which  was  carried  by  a  majority  of  109  to  46. 

446.  At  the  Presidential  election  of  1832,  the 
question  of  the  renewal  of  the  bank  charter  was 
one  of  the  principal  ones  on  which  the  election 
turned.  General  Jackson  had  always  been  in- 
fiexibly  opposed  to  the  monopoly  of  the  bank. 
When  he  was  elected,  it  was  understood  as  the 
general  verdict  of  the  majority  of  the  people 
against  the  continuance  of  the  bank.  Notwith- 
standing the  vote  of  the  House  of  Representa- 
tives in  July,  that  the  deposits  of  the  United 
States  might  be  safely  continued  in  the  bank, 
the  Secretarv  to  the  Treasury  withdrew  &em 
from  the  bank  in  September  and  October,  1833, 
and  placed  them  in  several  of  the  State  banks. 
In  accordance  with  the  law,  the  secretary  laid 
before  Congress  a  statement  of  his  reasons  for 
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80  doiiiff.  In  this  he  alleged  not  only  that  the 
approaddng  period  of  the  termination  of  the 
charter  imperatively  reqoired  that  snch  a  thing 
should  be  oone  some  time  before  its  expiring,  in 
order  to  prevent  much  inconvenience  both  to 
commerce  and  the  government  from  snch  an 
event  taking  place  on  a  sndden,  bnt  he  brought 
forward  the  gravest  charges  of  cormption  and 
miscondnct  against  the  Iwnk  itself,  which  were 
corroborated  by  memoriiJs  from  the  government 
directors.  He  alleged  that  the  bank  had  osten- 
sibly petitioned  for  a  renewal  of  its  charter  in 
1832,  fonr  years  before  its  expiring,  on  the 
ground  that  its  operations  were  so  extensive, 
that  If  the  charter  was  not  to  be  renewed,  it 
was  necessaiT,  for  the  welfiure  of  the  country, 
thai  it  should  begin  cautiously  and  gradually  to 
contract  them ;  and  yet,  since  then,  when  the 
bank  was  still  nearer  tiie  end  of  its  existence, 
and  when  they  had  no  reason  to  expect  a 
rcmewal  of  the  charter,  they  had  increased  their 
issues  most  extravagantly.  In  the  end  of  De- 
cember, 1880,  its  advances  were  42,402,904 
dollars,  and  at  the  end  of  1831  they  were 
63,026,452  dollars,  bdng  an  increase  of  20,000,000, 
or  nearly  50  per  cent. ;  and  by  the  end  of  May, 
1832,  they  had  still  further  increased  to  70,428,070 
dollara,  being  an  increase  of  28,025,766  dollars, 
or  66  per  cent.,  in  the  space  of  sixteen  months. 
There  was  ample  evidence  before  the  government 
that  this  extraordinary  increase  had  taken  place 
for  political  reasons,  and  in  order  to  give  the 
bank  a  greater  hold  over  the  community.  They 
had  spent  immense  sums  in  disseminating  speeches, 
pamphlets,  essays,  and  articles  throughout  the 
Union,  and  the  other  directors  had  systematically 
excluded  the  government  directors  from  the 
knowledge  of  many  of  the  most  important  of  the 
bank's  operations.  The  other  directors  of  the 
bank  were  not  slow  in  replying,  and  they  well 
bespattered  the  President  and  his  friends  with 
mud,  and  countercharges  of  political  hostilitv  to 
the  Bank.  It  is  certainly  possible,  that  there 
was  an  amount  of  truth  in  thu,  but  yet-  the  solid 
facts  chamd  against  the  bank  were  unrefuted. 

447.  This  very  strong  measure  of  removing 
the  deposits  from  the  Baak  of  the  United  States, 
gave  rise,  of  course,  to  the  most  virulent  and 
protracted  controversy.  The  President  had  dis- 
missed Mr.  Duane,  uie  Secretary  of  the  Trea- 
sury, because  he  haddeclined  to  remove  them.  The 
debates  began  in  the  Senate  on  the  26th  Decem- 
ber, 1833,  when  Mr.  Cky  moved  that  the  Presi- 
dent, by  dismissing  a  Seoretanr  to  the  Treasury, 
becaase  he  conscientiously  disapproved  of  re- 
moving the  deposits,  and  appointing  another  to 
effect  that  purpose,  had  assumed  a  power  over 
the  Treasury  of  the  United  States,  not  nranted  to 
him  by  the  constitntion  and  laws,  and  dangerous 
to  the  liberties  of  the  people ;  and  that  the  rea- 
sons assigned  by  the  Secretary  to  the  Treasury 
for  removing  the  deposits  were  unsatisfactory 
and  insufficient.  The  conclusion  of  Mr.  Clay^s 
speech  was  followed  by  the  most  vehement  out- 
bursts of  applause  fit>m  the  crowds  which  thronged 
the  gidleries  and  lobbies.  The  debate  continued, 
with  little  interruption,  for  three  months,  at  the  end 
of  which  Mr.  Clay  modified  his  resolution,  and 
proposed  it  thus,  resolved^  **  That  the  President, 
m  the  late  executive  proceedings  in  relation  to 
the  public  revenue,  has  assumed  upon  himself 
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authority  and  power  not  conferred  by  the  con- 
stitution and  laws,  but  in  derogation  of  both  |*' 
and  this  resolution  was  carriMl  by  26  to  20.  To 
this  very  serious  resolution  the  President  returned 
an  energetic  protest,  showing  its  unconstitution- 
ality, and  quoting  resolutions  frt)m  Ae  legislatures 
of  the  States,  in  accordance  with  his  own  views. 
The  President  demanded  that  his  protest  should 
be  entered  in  the  journals  of  the  Senate.  Upon 
this,  a  debate  began  ten  times  more  furions  than 
the  preceding  one;  and  after  nearly  a  month,  it 
was  resolved  bv  a  majority  of  27  to  16  that  the 

Srotest  asserted  powers  on  behalf  of  the  Presi- 
ent,  which  were  inconsistent  with  the  constitu- 
tion and  the  just  authority  of  Congress,  that  it 
was  a  breach  of  the  privileges  of  the  Senate,  and 
should  not  be  entered  in  their  journals.  The 
debates  in  the  House  of  Representatives  were 
equally  animated.  But  the  will  of  the  President 
finally  prevailed,  notwithstanding  all  the  speeches 
and  resolutions  of  both  houses  of  Congress ;  and 
a  bill  was  eventually  passed  for  regulating  the 
deposits  in  the  State  bauiks. 

448.  J3nt  the  bank  and  its  friends  were  by  no 
means  inclined  to  give  up  the  struggle.  On  the 
18th  of  March,  1834,  Mr.  Webster  moved  for 
leave  to  bring  in  a  bill  to  continue  for  six  years, 
the  Act  incorporating  the  subscribers  to  the  bank 
of  the  United  States.  He  described  the  universal 
distress  the  country  was  suffering  under,  which 
he  attributed  entirely  to  the  removal  of  the 
deposits  from  the  United  States  Bank.  He  dwelt 
upon  the  extreme  importance  of  credit  in  modem 
commerce.  ^'  Commercial  credit  is  the  creation 
of  modem  times,  and  belongs  in  its  highest  per- 
fection, only  to  the  most  enlightened  and  best- 
govemed  nations.  In  the  primitive  ages  of  com- 
merce, article  is  exchanged  for  artide,  without 
the  use  of  money  or  credit.  This  is  simple  barter. 
But  in  its  progress  a  symbol  of  property,  a  com- 
mon measure  of  value  is  intarodnceo,  to  facUitate 
the  exchai^^es  of  property,  and  this  may  be  iron, 
or  any  other  artide  fixed  by  law,  or  by  consent^ 
but  has  generally  been  gold  and  silver.  This, 
certainly,  is  a  great  advance  beyond  simple 
barter,  but  no  greater  than  has  been  gained,  in 
modem  times,  by  proceeding  from  the  mere  use 
of  money  to  the  use  of  credit.  Credit  is  the  vital ' 
aur  ctf  the  system  of  modem  commerce.  It  has 
done  more^  a  Uunuand  times^  to  enrich  natunu^  than 
cM  the  mines  of  all  the  world.  It  has  excited 
kbour,  stimulated  manufactures,  pushed  com- 
merce over  every  sea,  and  brought  every  nation, 
every  kingdom,  and  every  small  tribe  among  the 
races  of  men,  to  be  known  to  all  the  rest ;  it  has 
raised  armies,  equipped  navies,  and  triumphing 
over  the  gross  power  of  mere  numbers;  it  has 
established  national  superiority  on  the  founda- 
tion of  intelligence,  wealth,  and  well-directed 
industry.  Credit  is  to  money  what  money  is  to 
articles  of  merchandize.  *  *  *  .  I  hold 
the  immediate  convertibility  of  bank  notes  into 
spede  to  be  an  indispensable  security  to  their 
retaining  their  value;  but  consistently  with  this 
security,  and  indeed,  founded  upon  it,  cred.t 
becomes  the  great  agent  of  exchange.  It  is  • 
allowed  that  it  increases  consumption,  by  antU;^ 
cipating  products ;  and  that  it  supplies  present^  - 
wants  out  of  future  means.  And  as  it  circulates 
commodities  without  the  actual  use  of  gold  and 
silven  it  not  only  saves  much  by  doing  away 
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with  the  constant  transportation  of  the  precions 
metals  from  place  to  place,  bnt  accomplishes 
exchanges  with  a  degree  of  dispatch  and  pnnc-' 
inality  not  otherwise  to  be  obtained.  All  bills 
of  exchange,  all  notes  mnning  npon  time,  as  well 
as  the  paper  ch*cnlation  of  the  banks,  belong  to 
the  system  of  commercial  credit.  »  »  «  . 
It  is  very  tme  that  commercial  credit,  and  the 
system  of  banking  as  a  part  of  it,  does  ftimish  a 
substitnte  for  capital."  Nothing,  however,  even- 
tnally  came  of  this  motion,  as  the  public  mind 
Vas  so  distracted  and  diyided  upon  the  subject, 
that  it  was  impossible  to  agree  upon  any  course. 
The  will  of  the  President  prevailed  over  the 
Totes  of  both  houses  of  Ck>ngress,  and  the  charter 
of  the  bank  was  not  renewed;  but  it  obtained 
one  as  an  ordinary  State  bank  from  the  legisla- 
ture of  Pennsylvania,  and  thenceforth,  during  the 
short  remainder  of  its  existence,  it  was  no  more 
fhan  a  common  State  bank. 

449.  In  December,  1834,  the  President  hav- 
ing conquered  all  opposition,  was  still  more  em- 
phatic in  his  denunciation  of  the  bank.  "  Cir* 
tumstances  make  it  my  duty  to  call  the  attention 
bf  Coneress  to  the  bank  of  the  United  States. 
Created  for  the  convenience  of  the  government, 
that  institution  has  become  the  scourge  of  the 
people.  Its  interference  to  postpone  the  pay- 
ment of  a  portion  of  the  national  debt,  that  it 
tnight  retain  the  public  money  appropriated  for 
that  purpose,  to  strengthen  it  in  a  political  con- 
test, the  extraordinary  extension  and  contraction 
of  its  accommodations  to  the  community — its 
Corrupt  and  partisan  loans — ^its  exclusion  of  the 

Enblic  directors  from  a  knowledg^e  of  its  most 
nportant  proceedings — the  unlimited  authority 
conferred  on  the  President  to  expend  Its  funds 
in  hiring  writers,  and  procuring  the  execution  of 
printing,  and  the  use  made  of  that  authority*^the 
retention  of  the  pension-money  and  books,  after 
the  selection  of  new  agents — ^the  groundless  claims 
to  heavy  damages  in  consequence  of  the  iMt)teBt 
of  the  bill  drawn  on  the  French  government, 
have  through  various  channels  been  laid  before 
Congress.  Immediately  after  tile  close  of  the  last 
session,  the  bank,  through  its  President,  announced 
its  ability  and  r^idiness  to  abandon  the  system  of 
unparalleled  curtailment,  and  the  interruption  of 
domestic  exchanges  which  it  had  practised  upon 
from  the  1st  of  August,  1833,  to  the  dOth  of  June, 
1834,  and  to  extend  its  accommodations  to  the 
community.  The  grounds  assumed  in  this  annun- 
ciation amounted  to  an  acknowledgment  that  the 
curtailment  in  the  amount  to  which  it  had  been 
carried,  was  not  necessary  to  the  safety  of  the 
bank,  and  had  been  persisted  in  merely  to  induce 
Congress  to  grant  the  prayer  of  the  bank  in  its 
memorial  relative  to  the  removal  of  the  deposits, 
and  to  give  it  a  new  charter.  They  were  sub- 
stantially a  confession  that  all  the  real  distresses 
which  individuals  and  the  country  had  endured 
for  the  preceding  six  or  eight  months,  had  been 
needlessly  produced  by  it,  with  the  view  of  affect- 
ing, throng  the  sufferings  of  the  people,  the  legis- 
lative action  of  Congress.  It  is  a  subject  of  con- 
gratulation that  Congress  and  the  country  had 
the  virtue  and  firmness  to  bear  the  infliction; 
that  the  energies  of  our  people  soon  found  relief 
frpm  this  wanton  tyranny,  in  vast  importations 
of  the  precions  metals  from  almost  every  part  of 
the  worlds  and  at  the  dose  of  this  tremendous 


effort  to  control  the  bank,  our  govonment  found 
itself  powerless,  and  no  longer  able  to  loan  out 
its  surplus  means.  The  community  had  learnt 
to  manage  its  affairs  without  its  assistance,  and 
trade  had  already  found  new  auxiliaries,  so  that 
on  the  1st  of  October  last  the  extraordinary  spec- 
tacle was  presented  of  a  National  Bank,  more 
than  one-half  of  whose  capital  was  either  Iving 
unproductive  in  its  vaults,  or  in  the  hands  of 
foreign  bankers.** 

450.  One  great  object  of  President  Jackson 
and  the  party  with  wbich  he  acted  was  to  aboUsb 
the  smaU  notes,  which  circulated  throughovi  the 
Union,  for  a  dollar,  and  even  half-a-doilar,  and 
to  substitute  gold  and  silver.    In  his  message  of 
1835,  he  again  recurs  to  the  bank.    ^'  Connected 
with   the  condition  of  the   finances,   and  the 
flourishing  state  of  the  country  in  all  its  branches 
of  industry,  it  is  pleasing  to  witness  the  advan- 
tages which  have  already  been  derived  frt)m  the 
recent  law  r^nlating  the  value  of  the   gold 
coina^.    These  advantages  will  be  more  appa^ 
rent  m  the  course  of  the  next  year,  when  the 
branch  mints   authorized  to  be  established  in 
North  Carolina,  Georg^  and  Louisiana,  shall 
have  gone  into  operation.    Aided,  as  it  is  hoped 
they  will  be,  by  further  reforms  in  the  banking 
svstems  of  the  States,  and  by  judicious  regula'- 
tions  on  the  part  of  Congress  in  relation  to  the 
custody  of  the  public  moneys,  it  may  be  confi- 
dently anticipate  that  the  use  of  gold  and  silver 
as  a  cfrculatmg  medium,  wHl  become  general  in 
the  ordinary  transactions   connected  with  the 
labour  of  the  country.    The  great  desideratum 
in  modem  times,  is  an  effident  check  upon  the 
power  of  banks,  preventing  that  excessive  issue 
of  paper,  whence  arise  the  fluctuations  in  the 
standard  of  value  which  render  uncertain  the 
rewards  of  labour.    It  was  supposed  by  thoee 
who  established  the  bank  of  the  United  States, 
that  from  the  credit  given  to  it  by  the  custody  of 
the  public  moneys  and  other  privileges,  and  the 
cannons  taken  to  guard  against  the  evils  which 
the  country  had  suffered  in  the  bankruptcy  of 
many  of  the  State  institutions  of  that  period, 
we  should  derive  from  that  institution  all  the 
security  and  benefits  of  a  sound  currency,  and 
every  good  end  that  was  attainable  under  thai 
provision  of  the  constitution,  which  authorizes 
tk>ngress  alone  to  coin  money,  and  regulate  the 
value  thereof.    Bnt  it  is  scarcely  necessary  now 
to  say  that  these  anticipations  have  not  heea 
realized.    After  the  extensive  embarrassments, 
recently  produced  by  the  bank  of  the  United 
States,  in>m  which  the  country  is  now  recovm*- 
u^gi  aggravated  as  they  were  by  pretensions  to 
power,  which  defied  the  public  authority,  and 
which,  if  acquiesced  in  by  the  people,  wonld 
have  changed  the  whole  character  of  our  govern- 
ment, every  candid  and  intelligent  inmvidnal 
must  admit  that  for  the  attainment  of  the  great 
advantages  of  a  sound  currency,  we  must  look 
to  a  course  of  l^^ation  radically  different  froni 
that  which  created  such  an  institution.     •    *      * 
The  experience  of  another  year  has  confirmed  the 
utter  fiillacy  of  the  idea  that  the  bank  of  the 
United  States  was  necessary  as  a  fiscal  agent  of 
the  government.** 

451.  In  1836,  the  President  again  entered 
very  fully  into  the  question  of  the  currency,  and 
a  national  bank.    ^  It  is  apparent  from  the  whole 
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eontszt  of  Uie  eonstitatimi,  as  well  as  tiie  history 
of  the  timee,  which  gave  birth  to  it,  that  it  was 
the  purpose  of  the  conyeataon  to  establish  a  cnr- 
rencf  eonsisting  of  the  precious  metals.  These, 
from  their  peculiar  properties,  which  rendered 
them  the  standard  of  ^ue  in  all  other  coun- 
tries, were  adojHtod  in  this,  as  well  to  establish 
its  commercial  standard  in  reference  to  foreign 
countries,  by  a  permanent  rule,  as  to  exclude  the 
use  of  a  mutable  medium  of  exchange,  such  as 
of  certain  agricultural  commodities,  recognised 
hj  the  statutes  of  some  States  as  a  tender  for 
debta,  or  the  still  more  pemicions  expedient  of 
a  paper  currency.    The  last  from  the  experioiee 
of  the  erils  of  the  issues  of  paper  during  the 
rerolntion,  had  become  so  justly  obnoxious,  as 
not  onl^  to  suggest  the  clause  in  the  constitution 
forbiddmg  the  emission  of  bills  of  credit  by  the 
States,  but  also  to  produce  that  vote  in  the 
couTcntion,  which  negatired  the  proposition  to 
grant  power  to  Congress  to  charter  corporations ; 
«  proposition  well  understood  at  the  time  as 
Intended  to  authorize  the  establishment  of  a 
national  bank,  which  was  to  issue  a  currency 
of  bank  notes,  as  a  capital  to  be  created  to  some 
extent  out  of  government  stocks.    Although  this 
proposition  was  refosed  by  a  direct  vote  of  the 
convention,  the  object  was  afterwards  in  effect 
obtained  by  its  ingenious  advocates,  through  a 
fltrained  constmetion  of  the  constitution.    The 
debts  of  the  Revolution  were  fimded  at  prices 
which  fi»med  no  equivalent,  compared  with  tiie 
nominal  amount  of  the  stock,  and  under  circum- 
stances which  exposed  the  motives  of  some  of 
ahose  who  participated  in  the  passage  of  the  Act, 
•to  some  distrust.    The  fact  that  the  value  of  the 
Btocks  was  greatiy  enhanced  by  ttie  creation  of 
the  bank,  that  it  was  well  understood  that  such 
would  be  the  case,  and  that  some  of  the  advo- 
cates of  the  measure  were  largely  benefited  by 
it,  behmg  to  tiie  history  of  the  times,  and  are 
well  calmhrted  to  diminish  the  respect  which 
-might  otherwise  have  been  due  to  the  aetkm  of 
the  Congress  which  created  the  institution,    (hi 
tiie  estamiAment  of  a  national  bunk,  it  became 
-the  interest  of  Its  ereditora  that  ^old  should  be 
enperaeded  by  the  paper  of  a  bai3[,  as  a  geaeral 
currency.    A  value  was  soon  attached  to  the 
gold  coins,  which  made   their   exportation  to 
foreign  countries  as   a  mercantile  commodity, 
more  profitable  than  their  retention  and  use  at 
home,  as  money.     It  fdlowed  as  a  matter  €i 
coarse,  if  not  designed  by  those  who  established 
the  bank,  that  tiie  bank  became  in  effect  a  sub- 
stitute for  the  Mmt  of  the  United  States.    Such 
was  the  origin  of  a  natkmal  bank  currency,  and 
such  was  the  beginning  of  those  difliculties  which 
BOW  i4>pear  In  the  excessive  Issues  of  the  banks 
Incorporated  by  the  various  states.    Although  it 
may  not  be  possible  by  any  legislative  means 
within  oar  power,  to  change  at  once  the  system 
which  has  been  introduced,  and  has  received  tiie 
acquiescence  of  all  portions  of  the  country,  it  is 
certainly  our  duty  to  do  all  that  is  consistent 
with  imt  constitutional  obligations,  to  prevent 
the  mischieft  which  are  threatened  by  its  undue 
extension.    That  the  efforts  of  the  fatiiers  of  our 
government  to  guard  against  it  by  a  constitu- 
*' — 1  provision  were  ftmnded  on  an  intimate 


knowledge  of  the  subject,  has  been  frequently 
attested  by  the  hitter  experience  of  the  country. 


The  same  course  which  led  them  to  rei^ise  their 
sanction  to  a  power  authorising  the  establishment 
of  incorporation  for  banking  purposes,  now  exists 
in  a  much  stronger  degree  to  ur|^  us  to  exert  the 
utmost  vigilance  in  calling  into  action  the  means 
necessary  to  correct  the  evils  resulting  from  the 
unfortunate  exercise  of  the  power ;  and  it  is  to 
be  hoped  that  the  opportunity  of  effecting  this 
great  good  will  be  improved  before  the  country 
witnesses  new  scenes   of  embarrassment  and 
distress.    Variableness  must  ever  be  the  charac- 
teristic of  a  currency,  of  which  the  precious 
metals  are  not  the  ciiief  inmdients,  or  which 
can  be  expanded  or  contracted  without  regard  to 
the  principles  that  regulate  the  value  of  those 
metals  as  a  standard  in  the  general  trade  of  the 
world.    With  us,  bank  issues  constitute  such  a 
currency,  and  must  ever  do  so  until  they  are 
made  dependant  on  those  just  proportions  of  gold 
and   silver,   as  a  circulating   medium,   which 
experience  has  proved  to  be  necessary,  not  only 
in  this,  but  in  all  other  commercial  countries. 
When  those  proportions  are  not  inftised  into  the 
curcnlation,  and  do  not  control  it,  it  is  manifest 
that  prices  must  vaxy  according  to  the  tide  of 
bonk  issues,  and  the  value  and  stability  of  pro* 
perty  must  stand  exposed  to  all  the  nncertamty 
which  attends  the  administration  of  institutions 
that  are  constantiy  liable  to  the  temptations  of 
an  interest  distinct  from  that  of  the  community 
in  which  they  are  established.    The  progress  of 
an  expansion,  or  rather  a  depreciatioQ  of  the 
currency,  by  excessive  bank  issues,  is  always 
attended  by  a  loss  to  the  labouring  classes.    This 
portion  of  the  community  have  neither  time  nor 
opportunity  to  watch  the  ebbs  and  flows  of  the 
money  market.     Engaged  from  day  to  day  in 
their  usefol  toils,  they   do  not   perceive  tliat 
althoni^  their  wa|;es  are  nominally  the  same,  or 
even  somewhat  higher,  they  are  greatiy  reduced 
in  feet  by  the  rapid  increase  of  a  spurious  cur* 
rency,  which,  as  it   appears  to   make  money 
abound,  they  are  at  first  inclined  to  consider  a 
blessing,     it  is  not  so  with  the  speculator,  by 
whom  this  <^»eration  is  better  understood,  and  is 
made  to  contribute  to  his  advantage.    It  is  not 
until  the  prices  of  the  necessaries  ol  life  become 
so  dear,  that  the  labouring  classes  cannot  supply 
their  wante  out  of  their  wages,  that  the  wages 
rise,  and  gradually  reach  a  jostiy  proportioned  rate 
to  that  of  the  producto  of  their  labour.     When 
thus  by  the  depreciation,  in  consequence  of  the 
quantity  of  paper  in  circulation,  wages  as  well 
as  prices  become  exorbitant,  it  is  soon  found  that 
the  whole  effect  of  the  adulterations  is  a  tariff  on 
our  home  industry,  for  the  benefit  of  the  coun- 
tries where  |old  and  silver  circulate,  and  main- 
tain uniformly  and  moderation  in  prices.    It  is 
then  perceived  that  the  enhancement  of  the  price 
of  land  and  labour  produces  a  corresponding  in- 
crease in  the  price  of  products,  until  these  pro- 
ducto do  not  sustain  a  competition  with  siiniiar 
ones  in  other  countries,  and  thus  both  manufec- 
tured  and  agricultural  productions  cease  to  bear 
exportation  from  the  country  of  the  spurious 
currency,  because  they  cannot  be  sold  for  cost. 
This  is  the  process  by  which  specie  is  banished 
by  the  paper  of  the  banks.    Their  vaults  are 
soon  exhausted  to  pay  for  foreign  commodities, 
the  next  is  a  stoppage  of  specie  payments,--^ 
total  degradation  of  p^per  as  a  currency,  lin- 
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nsnal  depression  of  prices,  the  rain  of  debtors, 
and  the  accumulation  of  property  in  the  hands 
of  creditors,  and  cautions  capitalists.  It  was  in 
view  of  these  evils,  together  with  the  dangerons 
power  wielded  by  the  bank  of  the  United  States, 
and  its  repngnance  to  onr  constitution,  that  I  was 
induced  to  exert  the  power  conferred  upon  me 
by  the  American  people  to  prevent  the  continu- 
ance of  that  institution.  But  although  various 
dangers  to  onr  republican  institutions  have  been 
obviated  by  the  failure  of  that  bank  to  extort 
from  the  government  a  renewal  of  its  charter, 
it  is  obvious  that  little  has  been  accomplished 
except  a  salutary  change  of  public  opinion  to- 
wards restoring  to  the  country  the  sound  cur- 
rency provided  for  in  the  constitution.  In  the 
Acts  of  several  of  the  States  prohibiting  the  cir- 
culation of  small  notes,  and  the  auxiliary  enact- 
ments of  Congress  at  the  hist  session,  forbidding 
their  reception  or  payment  on  public  account,  the 
true  policy  of  the  country  has  been  advanced, 
and  a  larger  portion  of  the  precious  metals  in- 
fused into  our  circulating  medium.  These  mea- 
sures will  probably  be  rollowed  up  in  due  time 
hj  the  enactment  of  State  laws,  banishing  from 
circulation  bank  notes  of  still  higher  denomina- 
tions; and  the  object  may  be  materijJly  promoted 
by  further  Acts  of  Congress,  forbidding  the  em- 
ployment as  fiscal  agents,  of  such  banks  as  con- 
tinue to  issue  notes  of  low  denominations,  and 
throwing  impediments  in  the  way  of  the  circula- 
tion of  gold  and  silver.  The  effects  of  the  ex- 
tension of  bank  credits,  and  over  issues  of  bank 
paper,  have  been  strikingly  illustrated  in  the 
sale  of  public  lands.  From  the  returns  made 
by  the  various  registers  and  receivers  in  the 
early  part  of  last  summer,  it  was  perceived 
that  the  receipts  arising  from  the  sales  of  the 
public  lands  were  increasing  to  an  unprecen- 
dented  amount.  In  effect,  however,  these  re- 
ceipts amounted  to  nothing  more  than  credits 
in  bank.  The  banks  let  out  their  notes  to  specu- 
lators, they  were  paid  to  the  receivers,  and  imme- 
diately returned  to  the  banks,  to  be  sent  out  again 
and  again,  being  mere  instruments  to  transfer  to 
speculators  the  most  valuable  public  land,  and  pay 
the  government  by  a  credit  on  the  books  of  the 
banks.  These  credite  an  the  boohs  of  some  of  the 
Western  hanhsj  usually  called  deposits^  were  already 
greatly  beyond  their  immediate  means  of  pay- 
ment, and  were  rapidly  increasing.  Indeed,  each 
speculation  furnished  means  for  another,  for  no 
sooner  had  one  individual,  or  company,  paid  in 
the  notes,  than  they  were  immediately  lent  to 
another  for  a  like  purpose,  and  the  banks  were 
extending  their  business  and  their  issues  so 
largely,  as  to  alarm  considerate  men^  and  render 
it  doubtful  whether  these  bank  credits,  if  per- 
mitted to  accumulate,  would  ultimately  be  of  the 
least  value  to  the  government.  The  spirit  of 
expansion  and  speculation  was  not  confined  to 
the  deposit  banks,  but  pervaded  the  whole 
multitude  of  banks  throughout  the  Union,  and 
was  giving  rise  to  new  institutions  to  aggravate 
the  evil.  The  safety  of  the  public  funds,  and  the 
interest  of  the  people  generally,  required  that 
these  operations  should  be  checked,  and  it 
became  the  duty  of  every  branch  of  the  general 
and  State  governments,  to  adopt  all  legitimate 
and  proper  means  to  produce  that  salutary 
effect,    under  this  view  of  my  duty,  I  directed 


the  issuing  of  the  order  which  will  be  laid  before 
you  by  the  Secretary  of  the  Treasury,  requiring 
pa3rment  for  the  public  lands  sold,  to  be  made 
in  specie,  with  an  exception  until  the  15th  of 
the  present  month,  in  fovour  of  actual  settlers. 
This  measure  has  produced  many  salutary  eon- 
sequences.    It  checked  the  career  of  the  western 
bwks,  and  gave  them  additional  strength  in 
anticipation  of  the  pressure,  which  has  since 
pervaded  our  eastern  as  weU  as  the  European 
commercial  cities.    By  preventing  the  extension 
of  the  credit  system,  it  measurably  cut  off  tiie 
means  of  speculation,  and  retarded  its  progress  in 
monopolizing  the  most  valuable  of  the  public 
lands.     It  has  tended  to  save  the  new  States 
from  a  non-resident  proprietorship,  one  of  the 
greatest  obstacles  to  the  advancement  of  a  new 
country,  and  the  prosperity  of  an  old  one.     It 
has  tended  to  keep  open  the  public  lands  for 
entry  by  emigrants  at  government  prices,  instead 
of  being  compeUed  to  purchase  of  speculators  at 
double  or  treble  prices.    And  it  is  conveying  into 
the  interior  large  sums  in  silver  and  gold,  there  to 
enter  permanently  into  the  currency  of  the  country, 
and  place  it  on  a  firmer  foundation.    »    •     • 
Experience  continues  to  realise  the  expectations 
entertained  as  to  the  capacity  of  the  State  banks 
to  perform  the  duties  of  fiscal  agents  for  the 
government,  at  the  time  of  the  removal  of  the 
deposits.    It  was  alleged  by  the  advocates  of  the 
Bank  of  the  United  States,  that  the  State  banks, 
whatever  might  be  the  regulations  of  the  Trea- 
sury department,  could  not  make  the  transfers 
required  by  the  government,  or  negociate  the 
domestic  exchanges  of  the  country.    It  is  now 
well  ascertained  that  the  real   domestic  ex- 
changes, performed  through  discounts,  by  the 
United  States  Bank,  and  its  26  branches,  were 
at  least  one-third  less  than  those  of  the  deposit 
banks  for  an  equal  period  of  time;  and  if  a 
comparison  be  instituted  between  the  amounta 
of  service  rendered  by  these  institutions,  on  the 
broader  basis  which  has  been  used  by  the  advo- 
cates of  the  United  States  Bank,  in  estimatlni^ 
what  they  consider  the  domestic  exchanges  tran- 
sacted by  it,  the  result  will  be  stUl  more  fitvonr- 
able  to  the  deposit  banks.    The  whole  amount 
of  public  money  transferred  by  the  Bank  of  the 
United  States  in  1882,  was  16,000,000  dollars. 
The  amount  transferred  and  actually  paid  bjr 
the  deposit  banks,  in  the  year  ending  the  1st  of 
October  last,  was  89,319,899  dollars ;  the  amount 
transferred  and  pidd  between  that  period  and  the 
6th  of  November  was  6,399,000  dollars,  and  the 
amount  of  transfer  warrants  outstanding  on  that 
day  was  14,450,000  dollars,  making  an  aggregate 
of  69,168,894  dollars.    These  enormous  sums  of 
money  first  mentioned  have  been   transferred, 
with  the  greatest  promptitude  and  regularity, 
and  the  rates  at  which  the  exchanges  have  been 
negotiated,  previously  to  the  passaee  of  the  I>e- 
posit  Act,  were  generally  below  those  char^ged. 
by  the  Bank  of  the  United  States.    Indepen- 
dently of  these  services,  which  are  far  greater 
than  those  rendered  by  the  United  States  Bank 
and  its  twenty-five  branches,  a  number  of  the 
deposit  banks  have,  with  a  commendable  zeal 
to  aid  in  the  improvement  of  the  currency,  im- 
ported from  abroad,  at  theur  own  expense,  large 
sums  of  the  precious  metals  for  coinage  and  cir- 
culation. In  the  same  manner  have  nearly  all  the 


BAKKDSrO  IN  AMEBICA* 


BAKKING  IN  AKBBICA. 


181 


predictions  turned  out  in  respect  to  the  effect  of 
the  removai  of  the  deposits — a  step  unquestion- 
ably necessary  to  prevent  the  evils  which  it  was 
foreseen  the  bank  itself  would  endeavour  to  create 
in  a  final  struggle  to  procure  a  renewal  of  its 
charter.  It  may  be  thus,  too,  in  some  degree, 
with  the  further  steps  which  may  be  taken  to 
prevent  the  excessive  issue  of  other  bank  paper ; 
but  it  is  to  be  hoped  that  nothing  will  now  deter 
the  federal  and  state  authorities  from  the  firm 
and  vigorous  performance  of  their  duties  to 
themselves  and  the  people  in  this  respect.  •  •  ♦ 
The  conduct  and  present  condition  of  that  bank, 
and  the  great  amount  of  capital  vested  in  it  by 
the  United  States,  require  your  careful  attention. 
Its  charter  expired  on  the  3rd  day  of  March  last, 
and  it  has  now  no  power  but  that  given  in  the 
2l8t  section, — *  to  use  the  corporate  name,  style, 
and  capacity  for  the  purpose  of  suits,  for  the 
final  settlement  and  liquidation  of  the  affiurs 
and  accounts  of  the  corporation,  and  for  the  sale 
and  disposition  of  their  estate,  real,  personal,  and 
mixed,  but  not  for  any  other  purpose,  or  in  any 
other  manner  whatsoever,  nor  for  a  period  ex- 
ceeding two  years  after  the  expiration  of  the  said 
term  ci  incorporation.'  Before  the  expiration  of 
the  charter,  the  stockholders  of  the  bank  obtained 
an  act  of  incorporation  from  the  Legislature  of 
Pennsylvania,  excluding  only  the  United  States. 
Instead  of  proceeding  to  wind  up  their  concerns, 
and  pay  over  to  the  United  States  the  amount 
dne  on  account  of  the  stock  held  by  them,  the 
president  and  directors  of  the  old  bank  app^  to 
have  transferred  the  books,  papers,  notes,  obliga- 
tions, and  most  or  all  of  its  property,  to  this  new 
corporation,  which  entered  upon  business  as  a 
continuation  of  the  old  concern.  Amongst  other 
acts^  of  questionable  validity,  the  notes  of  the 
expired  corporation  are  known  to  have  been  used 
as  its  own,  and  again  put  in  circulation.  That 
the  old  bank  had  no  right  to  issue  or  reissue  its 
notes  after  the  expiration  qf  its  charter,  cannot 
be  denied,  and  that  it  could  not  confer  any  such 
li^t  on  its  substitute,  any  more  than  exercise  it 
itself,  is  equally  plain.  In  law  and  honesty,  the 
notes  of  the  bank  in  circulation,  at  the  expiration 
d  its  charter,  should  have  been  called  in  by 
pnblic  advertisement,  paid  up  as  presented,  and, 
together  with  those  on  hand,  cancelled  and 
dflstapoyed.  Their  re-issue  is  sanctioned  by  no 
law,  and  warranted  by  no  necessity.  If  the 
United  States  be  responsible  in  their  stock  for 
the  payment  of  these  notes,  their  re-issue  by  the 
new  corporation,  for  their  own  profit  is  a  finud 
on  the  government.  If  the  United  States  is  not 
responsible,  then  there  is  no  legal  responsibility 
In  any  quarter,  and  it  is  a  fraud  on  the  country. 
They  are  the  redeemed  notes  of  a  dissolved 
iwrtnership,  but  contrary  to  the  wishes  of  the 
retiring  |^artner,  and  without  his  consent,  are 
again  re-issued  and  circulated.  •  »  «  The 
lessons  taught  by  the  Bank  of  the  United  States 
cannot  well  be  lost  upon  the  American  people. 
They  will  take  care  never  again  to  place  so 
treinendous  a  power  in  irresponsible  hands ;  and 
it  wiU  be  fortunate  if  they  seriously  consider  the 
consequences  which  are  likely  to  result  on  a 
smaller  scale  from  the  facility  with  which  cor- 
porate powers  are  granted  by  the  State  govem- 
mento.**  Thus  ended  the  era  of  a  central  national 
bank  in  the  United  States. 


452.  We  have  already  shown,  in  the  sketeh 
of  the  history  of  Banking  in  England,  that  the 
years  1834-35-36  were  years  of  great  commer- 
cial speculation,  arising,  very  greatly,  from  the 
extremely  plentiful  harvests,  and  the  rapid  mul- 
tiplication of  joint-stock  banks.  We  have  just 
seen  that  the  very  same  thing  took  place  in  the 
United  States.  The  Bank  of  the  United  States, 
took  the  lead  in  this  race  of  evil.  We  have 
already  shown  how  it  increased  its  issues  in  these 
years,  partly  as  alleged  by  the  President,  for 
party  purposes :  but  the  other  banks  did  exactly 
the  same  thing.  The  consequence  was  a  general 
spirit  of  wild  speculation  in  every  conceivable 
thing.  The  year  1837  began  with  a  very  severe 
pressure  on  the  money  market  in  London ;  and 
this  was  not  long  in  extending  itself  to  America^ 
In  the  beffinning  of  this  year,  however,  we  may 
note  that  the  Senate  ordered  the  resolution  of  cen- 
sure which  it  had  passed  on  President  Jackson 
to  be  expunged  from  its  books,  declaring  it  to  be 
arbitrary  and  contrary  to  the  constitution,  and 
unjust  and  unmerited.  To  show  how  banking 
had  increased  at  this  time,  the  Report  of  the 
Secretary  to  the  Treasury  showed  that  in  1834 
the  circulation  of  the  banks  in  the  Union  was 
94,000,000  dollars;  in  1836  it  was  140,000,000 
dollars ;  the  total  liabilities  of  the  banks  in  1884 
were  195,000,000  dollars;  in  1836  they  were 
330,000,000.  In  March,  the  difficulties  in  Lon- 
don were  supposed  to  have  been  got  over,  and 
attention  began  to  be  strongly  d&ected  to  the 
United  States,  as  it  was  known  that  English 
persons  who  had  sent  their  money  over  to  be 
mvested  there,  when  it  was  cheap  in  London, 
were  now  calling  it  in  as  rapidly  as  they  could. 
It  was  fully  expected  that  this  would  cause  great 
distress  in  New  York,  and  all  the  other  trading 
cities  in  the  United  States.  (The  Times^  March 
8, 1837).  And  the  same  doubts  were  then  begin- 
ning to  press  upon  the  Americans.  They  were 
then  becoming  alarmed  as  to  how  they  were  to 
meet  the  payments  due  for  the  enormous  impor- 
tations of  the  preceding  year.  About  the  end  of 
March  a  number  of  large  American  houses  were 
obliged  to  apply  for  assistance  to  the  Bank  of 
England,  which  was  granted  to  them. 

4^3.  While  a  crisis  was  generally  expected 
on  both  sides  of  the  Atlantic,  President  Jackson 
retired  from  office,  and  in  his  farewell  address  to 
the  citiaens  of  the  United  States  he  took  occasion 
to  reiterate  his  solemn  warning  of  the  danger  of 
the  America  system  of  paper  currency.  "In 
renewing  the  conflicts  which  have  taken  place 
between  different  interests  in  the  United  States, 
and  the  policy  pursued  since  the  adoption  of  our 
present  form  of  government,  we  find  nothing  that 
has  produced  such  deep-seated  evil  as  the  course 
of  legislation  in  relation  to  the  currency.  The 
constitution  of  the  United  States  unquestionably 
intended  to  secure  to  the  people  a  circulating 
medium  of  gold  and  silver;  but  the  establish- 
ment of  a  19ational  Bank  by  Congress,  with  the 
privilege  of  issuing  paper  money  receivable  in 
the  payment  of  the  public  dues,  and  the  unfor- 
tunate course  of  legislation  by  the  sever^  States 
on  the  same  subject,  drew  from  general  circn- 
lation  the  constitutional  currency,  and  substi- 
tuted one  of  paper  in  its  place.**  He  ti^en  entered 
into  a  minute  account  of  the  evils  caused  by  the 
arbitrary  increase  and  contraction  of  a  paper 
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enrreiicT,  the  gambling  spirit  evoked  by  tbe 
flnctnatioiifl  in  value  <n  a  paper  currency,  and 
the  min  caused  by  it.  **  Recent  events  have 
proved  that  the  paper  money  system  of  this 
country  mav  be  used  as  an  engine  to  under- 
mine your  me  institutions ;  and  that  those  who 
desire  to  engross  all  power  in  the  hands  of  the 
few,  and  to  govern  by  corruption  or  force,  are 
aware  of  its  power,  and  prepared  to  employ  it. 
Your  banks  now  furnish  your  only  circulating 
medium,  and  money  is  plenty  or  scarce,  accord- 
ing to  the  quanti^  of  notes  issued  by  them. 
Vniile  they  have  capitals  not  greatly  dispro- 
portioned  to  each  oUier,  tiiey  are  competitors 
in  business,  and  no  one  of  them  can  exercise 
dominion  over  the  rest;  and  although  in  the' 
present  state  of  the  currency,  these  banks  may 
and  do  operate  injuriously  upon  the  hal^ts  of 
business,  the  pecuniary  concerns  and  the  moral 
tone  of  societv,  yet  from  their  number  and  dis- 
persed situation,  they  cannot  combine  for  the 
purposes  of  political  influence,  aod  whatever 
may  be  the  dispositions  of  some  of  them,  their 
power  of  mischief  must  necessarily  be  confined 
to  a  narrow  space,  and  felt  onlv  in  their  imme- 
diate neighbourhoods.  But  when  the  Charter 
of  the  Bulk  of  the  United  States  was  obtuned 
from  Congress,  it  perfected  the  schemes  of  the 
paper  system,  and  gave  its  advocates  the  posi- 
tion they  have  struggled  to  obtaiui  from  the 
commencement  of  the  federal  government  down 
to  the  present  hour.  The  immense  capital,  the 
peculiar  privileges  bestowed  upon  it,  enabled  it 
to  exercise  despotic  sway  over  the  other  banks 
in  every  part  of  the  country.  From  its  superior 
^strength,  it  could  seriously  injure,  if  not  destrov, 
the  business  of  any  one  of  them  which  might 
incur  its  resentment ;  and  it  openly  claimed  tor 
itself  the  power  of  regulating  the  currency 
tluroughout  the  United  States.  In  other  words, 
it  asserted,  (and  it  undoubtedly  possessed),  the 
power  to  make  money  plenty  or  scarce  at  its 
pleasure,  at  any  time,  and  in  any  quarter  of  the 
Union,  by  controlling  the  issues  of  other  banks, 
and  permitting  an  expansion,  or  compelling  a 
genmd  contraction  or  the  circulating  medium, 
according  to  its  own  will.  The  other  banking 
institutions  were  sensible  of  its  strength,  and 
they  soon  generally  became  its  obedient  instru- 
ments, rea^  at  all  times  to  execute  its  mandates ; 
and,  with  the  banks,  necessarily  went  also  that 
numerous  class  of  persons  in  our  commercial 
cities,  who  depend  altogether  on  bank  credits  for 
their  solvency  and  means  of  business,  and  who 
are  therefore  obliged,  fur  their  own  safety,  to 
propitiate  the  &vour  of  the  money  power  by 
distinguished  aeal  and  devotion  to  its  service. 
The  result  of  the  ill-advised  legislation  whidi 
established  this  great  monopoly,  was  to  con- 
centrate the  whole  monied  power  of  the  Union, 
with  its  boundless  means  of  corruption,  and  its 
numerous  dependents,  under  the  direction  and 
command  of  one  acknowledged  head,  thus  orga- 
nizing this  particular  interest  as  one  body,  and 
securing  to  it  unity  and  concert  of  action  through- 
out the  United  States,  and  enabling  it  to  bnng 
forward  upon  any  occasion  its  entire  and  undi- 
vided strength,  to  support  or  defeat  any  measure 
of  the  government.  In  the  hands  of  this  for- 
midable power,  thus  perfectly  organized,  waa 
also  placed  nnlbnited  dominion  over  the  amount 


of  the  eirenladng  medium,  giving  it  the  po«]er 
to  regulate  the  value  of  property  and  the  fruits 
of  labour  in  every  quarter  of  the  Union,  and  to 
bestow  prosperity,  or  bring  ruin  upon  any  city 
or  section  of  the  country,  as  might  best  comport 
with  its  own  interest  or  policy. 

**  We  are  not  left  to  conjecture  how  the  monied 
power,  thus  organised,  and  with  such  a  weapon 
in  its  hands,  would  be  likely  to  use  it.  The 
distress  and  alarm  which  pervaded  and  agita- 
ted the  whole  country,  when  the  Bank  of  the 
United  States  waged  war  upon  the  people,  in 
order  to  compel  them  to  submit  to  its  demands, 
cannot  yet  be  forgotten.  The  ruthless  and  un- 
sparing temper  with  which  whole  cities  and 
communities  were  oppressed,  individuals  im- 
poverished and  ruined,  and  a  scene  of  cheerful 
prosperity  suddenly  changed  into  one  of  gloom 
and  despondent,  ought  to  be  indelibly  impressed 
on  the  memory  of  the  people  of  the  United 
States.  If  such  was  its  power  in  a  time  of 
peace,  what  would  it  not  have  been  in  a  season 
of  war,  with  an  enemy  at  your  doors.  No  nation 
but  the  freemen  of  the  United  States  could  have 
come  out  victorious  fix>m  such  a  contest ;  yet,  if 
you  had  not  conquered,  the  government  would 
have  passed  from  the  hands  of  the  many  to  that 
of  the  few;  and  this  organized  money  power, 
from  its  secret  conclave,  would  have  dictated  the 
choice  of  your  highest  officers,  and  compelled  you 
to  make  peace  or  war,  as  best  suited  their  own 
wishes.  The  forms  of  your  government  might 
for  a  time  have  remained;  but  its  living  spirit 
would  have  departed  from  it. 

'*  The  distress  and  sufferings  inflicted  upon  the 
people  by  the  bank,  are  some  of  the  fruits  of  that 
system  of  policy,  which  is  continually  striving  to 
enlarge  the  authority  of  the  federal  government 
beyond  the  limits  fixed  by  the  constitution. 
Tne  powers  enumerated  in  that  instrument  do 
not  confer  on  Congress  the  right  to  establish  such 
a  corporation  as  the  Bank  of  the  United  States ; 
and  the  evil  consequences  which  followed  may 
warn  us  of  the  danger  of  departing  from  the  true 
rule  of  construction,  and  of  permitting  temporary 
circumstances,  or  the  hope  of  better  promoting 
the  public  welflure,  to  influence  in  any  degree  our 
decisions  upon  the  extent  of  the  authority  of  the 
general  government.  Let  us  abide  by  tihe  con- 
stitution as  it  is  written,  or  amend  it  in  the 
constitutional  mode  if  it  is  found  to  be  defective. 
The  severe  lessons  of  experience  will,  I  doubt 
not,  be  sufficient  to  prevent  Congress  from  again 
chartering  such  a  monopoly,  even  if  the  constitu- 
tion did  not  present  an  insuperable  objection 
to  it" 

454.  The  crisis  in  America,  which  had  long 
been  foreseen  by  every  rational  man  who  paid 
attention  to  its  commercial  dealings  during  the 
preceding  twelve  months,  began  at  Kew  Orleans, 
at  the  b^inning  of  March,  when  several  houses 
were  obliged  to  apply  to  the  banks  there  for  assis- 
tance. About  the  18th  of  that  month  the  houses 
oi  New  York  connected  with  those  in  the  South 
began  to  foil,  and  by  the  end  of  the  month,  the 
failures  had  become  general  throughout  the  Union. 
The  Bank  of  the  United  States  was  applied  to, 
to  remit  coin  to  Europe,  to  issue  post  notes  payable 
at  Philadelphia,  and  bonds  payable  at  some 
distant  date  in  London,  Paris,  and  Amsterdam. 
The  bank  pron^Uy  agreed  to  assist  the  mer- 
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cbaats^  aad  lihe  banks  of  New  York  agreed  to 
eo-opmte  with  tke  United  States  Bank,  and 
iiMa*ea8e  their  diacoimts  by  the  aggregate  sum 
of  1,^»00,000  dollars.  The  FhiladelpMa  banks 
did  the  same.  These  new  aecnrities  were  sent 
ever  to  England  and  fkvoiirablj  received.  By 
the  beginning  of  April  the  fiulnres  in  New  York 
reached  100,  and  tneir  amount  was  not  less  than 
^CS,000»000.  Immense  quantities  of  these  bonds 
were  remitted,  and  soon  afifcer  the  people  in 
America  began  to  think  that  they  were  not  so 
adFaatageons  as  had  been  supposed.  The  bonds 
were  sold  at  prices  equivalent  to  borrowing  at 
two  per  cent  per  month,  and  the  bank  of  the 
United  States  had  gDt  possession  of  all  the  best 
New  Y<Mrk  paper  which  fell  due  during  the  next 
six  months,  of  which  it  would  demand  payment 
in  specie.  The  banks  in  New  York  began  to 
(wganise  measures  to  resist  this  demand  for  specie. 
In  New  Orleans,  discount  on  the  best  paper  rose 
to  five  or  six  per  cent,  per  month.  *^The  dis- 
tress and  panic,**  says  a  contemporary  writer, 
**now  pervading  the  United  States,  have  never 
been  equalled  since  the  Revolutionary  war.  •  •  . 
The  accounts  from  every  quarter  of  the  union 
are  of  the  same  gloomy  character ; — every  mail 
adds  to  the  list  of  fiulares.  In  this  city,  during 
the  month  of  April,  about  250  houses  have 
already  suspended  payment:  it  will  be  fortu- 
nate if  the  number  is  not  doubled  during  the 
next  thurty  days.'* 

465.  At  l^gth  the  crisis  burst  at  New  York 
on  the  8th  of  May.  The  shares  of  the  Bank 
of  the  United  States  fell  from  118  to  98  in  a 
few  days ;  and  those  of  other  banks  in  a  greater 
ratio.  A  run  began  on  the  Mechanics',  and  the 
Dry  Dock  Banks;— the  former  stood,  but  the 
latter,  after  paying  away  100,000  d<^[lars,  stop- 
ped«  The  three  banks  in  Bulffalo  stomied. 
The  entire  body  of  banks  then  in  New  York, 
after  full  delilMTation,  res<dved  to  suspend  specie 
payments  together;  and  an  Act  was  hurried 
through  the  Legislature,  which  was  then  sitting, 
to  Imliie  the  suspension.  Tliis  measure  pro- 
duced mat  instant  relief  and  was  immediately 
fiiUow^  by  all  the  banks  in  the  Union,  about 
700  in  number,  the  Bank  of  the  United  States 
among  the  rest.  In  New  York  the  paper  of  the 
eity  fimks  fell  to  ten  or  twelve  discount.  This 
depreciation,  of  course,  extended  rapidlv  throuffh- 
ont  the  country.  The  notes  in  Mississippi  fell 
to  a  discount  of  25  per  cent,  compared  witii  the 
city  notes  of  New  Ch-leans ;  and  to  45  per  cent. 
compared  with  specie.  The  distress  and  con- 
fusion  caused  by  this  state  of  things  caused 
somewhat  of  a  re-action  in  favour  of  a  national 
bank. 

456.  A  very  general  demand  arose  that  the 
l^reBident  diould  summon  an  early  meeting  of 
Congress  to  consider  what  was  to  be  done,  which 
the  Ftesident,  having  resisted  for  some  time, 
was  obliged  to  do.  Congress  was  summoned 
to  meet  in  September.  The  message,  of  course, 
was  entirely  occupied  with  the  commercial  crisis, 
which  the  President  attributed  to  the  excessive 
issues  of  banks,  both  in  England  and  America. 
He  decidedly  discouraged  the  idea  of  founding 
another  national  bank,  and  said  that  experience 
disproved  the  idea  that  the  existence  of  a  nationid 
bank  would  have  prevented  the  crisis.  The 
Bank  of  the  United  States  did  not,  and  could 
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not,  prevent  former  and  similar  embarrassments, 
and,  notwithstanding  the  strength  it  had  been 
supposed  to  acquire  under  its  present  charter, 
had  it  either  checked  other  institutions,  or  been 
able  to  save  itself.  The  question  of  a  national 
bank  was  of  course  brought  up ;  but  a  majority 
of  123  to  91  in  the  House  of  Bepresentative^ 
voted  against  it. 

457.  The  Bank  of  the  United  States  having 
been  defeated  in  its  attempt  to  obtain  a  renewu 
of  its  charter  from  Congress,  applied  for  and 
obtained  one  from  the  Legislature  of  Pennsyl- 
vania. The  stockholders  were  'incorporated,-^ 
except  the  United  States, — and  allowod  to  make 
up  their  capital  to  its  former  amount  by  other 
subscriptions;  but  the  charter  conferred  upon 
them  novel  and  most  dangerous  powers,  namely, 
dealing  in  exchanges  and  merchandize ; — ^that  is, 
the  directors  were  allowed  to  appl^  the  money 
of  the  stockholders  or  depositors  m  any  com- 
mercial speculation  tiiev  chose.  At  this  period, 
finding  tiiat  their  bonds  had  been  so  well  re- 
ceived in  England,  they  determined  to  send  over 
agents  of  their  own  to  manage  their  exchange 
and  mercantile  speculations.  This  was  viewed 
with  much  j^ousy  in  the  city. 

458.  Many  meetings  were  held  in  the  States 
by  the  banks  widi  a  view  to  resume  payments 
in  cash.  The  ^ank  of  the  United  States  made 
an  attempt  to  resume  cash  payments  in  August, 
in  order  to  obtain  the  government  deposits,  in 
terms  of  the  law  which  enacted  that  they  should 
be  placed  in  the  nearest  specie  paying  bank,  but 
the  entanglements  and  engagements  of  this  bank 
were  so  great  that  it  was  found  to  be  quite 
impossible;  and  thus  Mr.  Biddle*s  expected 
triumph  over  the  executive  was  frustrated.  In 
the  month  of  January,  1838,  things  became  still 
worse  in  New  England ; — several  of  the  banks 
in  Boston  became  insolvent,  and  an  association 
was  formed,  which  refused  to  take  the  notes  of 
a  number  of  the  others;  the  discount  on  the 
bills  and  notes  fell  still  lower, — ^in  some  cases 
as  much  as  70  and  80  per  cent.  An  investi- 
gation into  the  affairs  of  the  Franklin  Bank, 
showed  the  statements  and  figures  put  forward 
by  many  of  the  banks  were  fraudulent.  To 
show  how  extravagantly  the  Massachusetts  banks 
had  been  over-trading,  the  following  figures  ex- 
hibit the  specie  they  held  as  compared  to  their 
issues : — In  the  county  of  Suffolk  the  banks  had 
1  dollar  in  specie  to  4  in  paper ;  in  Middlesex, 
1  to  11;  in  Worcester,  1  to  18;  in  Franklin, 
1  to  17 ;  in  Hampshire,  1  to  41 ;  in  Hampden, 
1  to  19;  in  Berkshire,  1  to  25;  in  Norfolk, 
1  to  19;  in  Bristol,  1  to  19;  in  Plymouth,  1  to 
16 ;  in  Barnstaple,  1  to  16 ;  and  in  Nantuchet, 
1  to  11 ;  and  the  investigations  that  took  place 
shewed  that  a  number  of  the  banks  were  in  the 
habit  of  loaning  a  quantity  of  specie  to  each 
other  to  make  up  the  quantity  required  by  law, 
when  the  commissioners  came  to  inspect  the  state 
of  the  bank. 

459.  In  Aiarch,  1838,  the  New  York  banks 
having  beoi  for  some  time  acting  on  a  system 
of  severe  curtailment,  the  exchanges  turned  in 
favour  of  America,  and  left  a  large  profit  on  the 
imoort  of  gold.  The  Bank  of  England,  which 
haa  only  just  escaped  a  very  severe  crisis  itself 
adopted  the  astounding  measure  of  exporting  a 
million  of  gold  to  the  United  States.    The  New 
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York  bankB,  meantime,  had  been  makingthe 
mogt  Tigorons  efibrts  to  obtain  specie.  They 
had  reduced  their  liabilities  from  25,480,000 
dollars  on  the  Ist  of  January,  1837,  to  12,920,000 
dollars  on  the  Ist  of  January,  1838 ;  and  they 
sold  eyery  description  of  security  which  had 
come  into  their  hands.  To  show  the  rash  and 
dangerous  character  of  their  system,  one  bank 
alone,  at  a  single  public  sale,  put  up  6,378  shares 
in  twenty-two  different  companies.  Advances 
had  been  made  in  1836,  upon  the  security  of 
shares,  to  the  amount  of  20  per  cent,  above  their 
par  value,  and  as  they  then  sold  for  40  per  cent 
below  that,  it  was  calculated  that  this  one  bank 
would  not  get  out  of  that  single  sale  with  a  less 
loss  than  800,000  dollars.  And  the  case  of  this 
bank  was  more  or  less  that  of  many  others.  It 
was,  however,  determined,  if  possible,  to  resume 
payments  on  the  10th  of  May. 

460.  At  the  same  time  the  extraordinary 
operations  of  Biddle*s  Bank  (as  the  United 
States  Bank  was  called,)  began  to  excite,  in 
the  minds  of  mercantile  men,  great  doubts  of  its 
stability.  The  reports  from  various  branches 
disclosed  that  a  very  large  portion  of  its  assets 
were  of  a  bad  and  doubtM  nature,  and  it  began 
new  issues  of  naper,  payable  in  distant  parts  of 
tile  Union,  without  any  authority  beyond  a  State 
charter.  Immense  quantities  of  obligations  were 
sent  over  by  every  mail  to  London  to  the  agency 
there,  promising  about  double  the  rate  of  interest 
obtamable  on  the  best  English  securities.  The 
consequence  was  that  numbers  of  people  were 
tempted  to  buy  these  up,  trusting  to  the  supposed 
magnitude  of  the  capital. 

461.  Up  to  this  time  all  the  banks  in  the 
States  were  chartered,  and  no  private  or  unin- 
corporated persons  were  allowed  to  carry  on  the 
business  of  banking.  In  1829  the  numerous 
bank  failures  which  had  occurred  in  the  Union 
since  1816,  induced  the  Legislature  of  New  York 
to  organize  what  was  called  *^a  safety  fund.** 
By  this  Act  all  monled  corporations,  having 
banking  powers,  created  in  future,  or  whose 
charters  should  be  renewed  or  extended,  were 
ordered  to  pay  to  the  treasurer  of  the  State, 
every  1st  of  tianuary,  a  sum  equal  to  one  half 
per  cent,  of  its  capital  stock,  and  such  payments 
were  to  be  continued  until  they  had  paid  in  3 
per  cent,  of  their  capital.  This  money  was  to 
remain  the  property  of  the  corporation,  but  was 
to  be  invested  by  the  treasurer,  and  the  annual 
profitB^  paid  over  to  the  corporation.  This  fund 
was  to  be  applied  to  the  payment  of  the  notes  of 
any  one  of  the  corporations  which  might  become 
insolvent,  and  not  leave  sufDcient  to  discharge 
its  notes  after  the  sale  of  its  assets.  But  the 
State  banks  having  been  so  grossly  mismanaged, 
and  led  to  so  much  distress,  it  was  now  re- 
solved, by  Act,  April  18, 1838,  to  open  the  busi- 
ness of  banking  to  others  besides  incorporated 
banks.  These  companies  and  firms  were  called 
**Monied  Corporations,*'  **  Banking  Associa- 
tions,'* and  "Bankers,**  which  were  all  regu- 
lated by  very  stringent  enactments.  With  regard 
to  the  chartered  bimks,  it  was  enacted,  that  they 
should  not  make  dividends  except  from  the 
surplus  profits  arising  out  of  their  business ;  pay 
to  the  stockholders,  or  in  any  way  withdraw  any 
part  of  the  capital  stock  without  the  consent  of 
the  legishiture ;  discount,  or  receive  any  note  or 


other  evidence  of  debt  in  payment  of  ai^  instal- 
ment actually  called  in,  or  with  the  intent  to 
provide  the  means  of  making  such  a  payment; 
receive  or  discount  any  note  or  other  evidence  of 
debt  with  the  intent  of  enabling  any  stockholder 
to  withdraw  any  part  of  the  money  paid  in  by 
him  on  his  stock;  apply  any  of  the  corporate 
fhnds,  except  surplus  profits,  directly  or  indi- 
rectly, to  the  purchase  of  their  own  stock; 
receive  any  of  their  own  shares  in  payment 
or  satisfaction  of  any  debt  due  to  them;  at 
exchange  any  of  their  own  stock,  or  obligatioDB, 
for  the  stock,  or  obligations,  of  any  other  eor- 
poration;  to  make  any  loans  or  discounts  ex- 
ceeding three  times  the  amount  of  capital  actually 
Said  in ;  to  make  any  loans  or  discounts  to  the 
irectors,  or  upon  paper  bearing  the  directors* 
names,  to  more  than  one  third  of  the  capital. 
In  the  odculation  of  profits  all  interest  due,  but 
unpaid,  was  not  to  be  reckoned;  all  expenses  of 
management  were  to  be  deducted;  also  all 
interest  due  or  paid  on  the  debts  of  the  company, 
and  all  losses  sustained;  all  debts  due,  upon 
which  no  interest  has  been  paid  for  one  year,  or 
debts  upon  which  judgment  has  been  recovered, 
but  remained  unsatisfied,  for  two  years.  All 
losses  sustained  which  exceeded  the  undivided 

Srofits,  should  be  subtracted  ih>m  capital,  and  no 
ividend  declared  until  the  capital  was  replaced. 
AH  shares  given  as  security  for  a  debt  whidi 
should  not  be  paid,  were  to  be  sold  within  six^ 
days  after  the  debt  was  due  and  unpaid,  and  if 
not  sold,  they  were  to  be  deducted  from  capital, 
and  no  dividend  was  to  be  declared  until  the  loss 
should  be  made  good.  Every  chartered  bank 
was,  on  the  1st  of  January  in  each  year,  to  send 
to  the  comptroller  a  very  minute  statement  of 
its  afiairs,  under  the  penalty  of  being  proceeded 
against  as  insolvent,  if  it  delayed  domg  so  £nr 
one  month.  This  statement  is  to  show  the 
amount  of  capital  stock  pud  in  or  invested 
according  to  the  charter;  the  value  of  the  real 
estate  of  the  company,  and  how  much  of  it  is 
occupied  for  the  purpose  of  business;  the 
amount  held  of  its  own  stock,  and  whether  ab- 
solutely or  as  collateral  security ;  the  debts  due 
to  it,  specifying  each  kind;  the  debts  due  by  it, 
also  specifying  each  kind ;  the  claims  against  it 
not  acknowledged  as  debts;  the  amount  for 
which  it  is  bound  as  surety,  or  for  which  it  may 
become  liable  by  the  happening  of  contingent 
events;  of  its  notes  and  bills  in  circulation,  its 
loans  and  discounts,  and  its  specie  in  hand. 
Every  such  statement  after  the  first  shall  also 
contain  the  amount  of  losses  charged  unce  the 
last,  and  the  dividends  declared.  The  comp- 
troller is  to  tabulate  all  these  particulars  in  a 
book,  to  be  open  to  public  inspection,  and  if  he 
suspects  that  the  figures  are  inaccurate,  w  that 
the  corporation  is  insolvent,  he  is  immediately  to 
report  to  the  legislature.  No  corporation  having 
banking  powers  is  to  issue  any  note,  or  bill,  fbr 
less  than  one  dollar.  And  no  banking  company 
is  by  itself,  or  its  agents,  to  buy  up  directly,  or 
indirectly,  any  of  its  obligations  for  less  than 
the  sum  then  due  on  the  face  of  them.  No  ofiloer 
is  to  make  any  loan  or  advance  on  any  security 
which  he  shall  know  to  have  been  refused  by 
any  other  ofllcer  of  the  bank.  Every  one  of  tlra 
company's  obligations  are  to  be  pa^le  at  the 
banking  house  of  the  company.    Many  minnte 
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regnlaticma  are  made  as  to  the  dectlon  of  di« 
rectors,  and  the  management  of  the  safety  fand. 

462.  With  respect  to  unincorporated  banks,  or 
**  banking  associations*'  and  private  ^*  bankers,** 
it  was  enacted  that  the  superintendent  of  the 
bank  department  should  canse  to  be  engraved  a 
certain  number  of  notes,  like  bank  notes,  of  the 
same  denominations  as  those  authorised  to  be 
issued  by  Hie  incorporated  banks,  and  whenever 
any  person,  or  association  of  persons,  formed 
for  the  purpose  of  banking,  should  transfer  to 
the  superintendent,  any  portion  of  public  stock, 
issued  or  to  be  issued  by  the  State,  such  person, 
or  association  of  persons,  should  be  entitled  to 
receive  in  return  an  equal  amount  of  these  notes. 
All  such  stock  to  be  made  equal  to  State  stock 
at  six  per  cent.,  and  to  be  taken  at  its  current 
market  value,  but  not  above  its  par  value.  But 
stock  of  the  United  States  might  be  held  instead 
of  stock  of  the  State.  Such  persons  and  associ- 
ations having  received  these  notes,  and  havmg 
ngned  them,  so  as  to  make  them  payable  on 
demand  at  their  houses  of  business,  may  loan 
and  circulate  them.  No  association  may  com- 
mence banking  business  until  they  have  depo- 
sited with  the  superintendent  securities  required 
by  law  to  the  amount  of  100,000  dollars,  nor  any 
private  banker  less  than  50,000  dollars.  Every 
mdividual  banker,  who  receives  such  notes  from 
the  superintendent,  must  declare  whether  any 
other  person  is  interested  in  the  securities  depo- 
sited, and  he  must  also  certify  the  town,  city,  or 
Tillage,  in  which  he  resides  himself.  No  bank- 
ing association  or  private  banker  may  issue  or 
put  in  circulation  any  of  their  notes,  except  such 
as  are  ])ayable  on  demand  and  without  interest. 
If  any  person  issuing  such  notes  fail  or  refose  to 
pay  them  upon  demand,  during  usual  business 
hours,  in  the  lawfol  money  of  the  United  States, 
tile  holder  may  cause  them  to  be  protested,  and  the 
superintendent,  on  receiving  such  protest,  shall 
give  notice  in  writing  to  the  makers  of  the  notes 
to  pay  them ;  and  if  they  neglect  to  do  so  for 
fifteen  days,  tiie  superintendent  is  to  give  notice 
in  the  State  papers  that  all  the  notes  issued  by 
such  persons  shall  be  redeemed  out  of  the  secu- 
rities held  by  him.  Ail  notes  or  bills,  where 
payment  is  secured  bv  the  deposit  of  public 
stocky  are  to  be  stamped  on  their  face  "  Secured 
by  the  pledge  of  public  stocks.**  Instead  of 
public  stocks,  such  banking  association,  or 
private  banker,  may  deposit  one  half  the  amount 
in  bonds,  or  mortgages,  upon  real  estate,  bearing 
at  least  seven  per  cent,  interest,  of  the  State  of 
New  York,  payable  annually,  or  semi-annually, 
and  in  such  case  the  biUs  and  notes  are  to  be 
stamped  ^  Secured  by  pledge  of  public  stocks, 
and  real  estate.**  All  the  securities  lodged  with 
the  superintendent  are  to  be  held  exclusively 
for  the  redemption  of  the  bills  and  notes  of 
such  person  or  association  put  in  circulation  as 
money.  Any  number  of  persons  may  associate 
to  establish  offices  of  discount,  deposit,  and  cir- 
culation, upon  the  terms  and  conditions  of  the 
Act,  but  the  aggregate  amount  of  the  capital 
stock  of  such  association  must  not  be  less  than 
100,000  dollars;  and  they  are  to  certify  under 
tiieir  hands  and  seals  the  name  they  intend  to 
use  in  business ;  the  place  where  their  operations 
are  to  be  carried  on ;  the  amount  of  their  capital 
stock,  and  the  number  of  shares  Into  which  it  is 


divided ;  the  names  and  residences  of  the  shares 
holders,  and  the  number  of  shares  held  by  each. 
Such  associations  may  carrv  on  the  business  of 
banking,  by  discounting  bills,  notes,  and  other 
evidences  of  debt;  receive  deposits;  buy  and 
sell  gold  and  silver  bullion,  foreign  coins,  and 
bills  of  exchange ;  lend  money  on  real  security. 
The  shares  are  to  be  deemed  personal  property, 
and  may  be  transferred:  such  associations  may 
provide  by  their  articles  for  an  increase  of  their 
capital,  and  the  number  of  the  associates,  from 
time  to  time,  as  they  may  think  proper.  All 
suits  and  actions  by  and  against  such  associa- 
tions are  to  be  in  the  name  of  the  president,  and 
all  Judgm^its  and  decrees  obtained  or  rendered 
against  such  associations,  are  to  be  enforced  onl^ 
against  the  joint  property  of  the  association.  No 
shareholder  of  any  such  association  shall  be 
liable  in  his  private  capacity  for  any  of  the 
debts,  or  engagements  of  the  company,  unless 
the  articles  of  association  signed  by  him  shidl 
declare  him  to  be  so.  Such  association  is  for- 
bidden to  purchase,  hold,  or  convey,  real  estate, 
except  such  as  shall  be  necessary  for  the  trans- 
action of  its  business,  or  such  as  shall  be  mort- 
gaged to  it  hand  fidt^  as  security  for  a  loan  or 
a  debt  due  to  it,  or  such  as  it  shall  purchase  at 
sales  under  judgments,  decrees,  or  mortgages 
held  by  it.  Upon  application  made  by  creditors, 
or  shareholders,  to  the  amount  of  1,000  dollars, 
stating  facts,  verified  by  affidavit,  the  supreme 
court  may,  in  its  discretion,  order  a  strict  exam- 
ination to  be  made  in  the  affiurs  of  the  associa- 
tion to  ascertain  its  condition,  and  the  prudence 
of  its  management,  and  the  result  of  sudi  inves- 
tigation is  to  be  published  in  such  manner  as  tiie 
court  may  direct. 

463.  £very  banking  association  and  private 
banker  shall  make  out  an  annual  statement,  shew- 
ing the  amount  of  certified  stock  paid  in  or  in- 
vested, according  to  law ;  the  valne  of  the  real 
estate  held,  specifying  what  portion  of  it  is  occu- 
pied for  the  transaction  of  business ;  the  shares  of 
stock  held  by  such  association,  or  individual 
banker,  whether  absolutely,  or  as  collateral  se- 
curity, specifying  each  kind  and  description  of 
stock,  and  the  number  and  value  of  the  snares  of 
each.  The  debts  due  to  them,  specifying  such  as 
are  due  from  moneyed  or  other  corporations,  and 
their  names,  and  amounts,  and  the  amount  se- 
cured by  bond  and  mortgage,  or  judgment ;  the 
amount  which  ought  be  included  in  the  computa- 
tation  of  losses,  and  the  total  amount  then 
collectable;  the  amount  of  debts  due  by  them, 
specifying  such  as  are  payable  on  demand,  such 
as  are  due  to  moneyed,  or  other  corporations,  as- 
sociations, or  individual  bankers,  their  names  and 
the  amounts  due  to  each.  The  amount  of  claims 
against  them  not  acknowledged  as  debts.  The 
amount  for  which  they  are  bound  as  sureties, 
or  for  which  they  may  become  liable  on  the 
happening  of  contingent  events.  The  amount  <^ 
the  notes  or  bills  then  in  circulation,  of  loans,  and 
discounts,  and  of  specie  on  hand ;  the  same  for 
the  preceding  Jidy.  The  amount  of  losses 
charged,  whetiier  against  capital  or  profits,  since 
last  preceding  statement,  and  of  the  dividends 
declared  and  made  during  the  same  period ;  the 
amount  of  mortgages  on  real  estate,  and  state 
stocks,  together  with  the  description  of  such 
stocks  deposited  as  security  for  the  circulatiiig 
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notes  issued,  the  market  yalne  of  such  stocks, 
as  near  as  can  be  ascertained,  and  the  date 
to  which  payment  of  interest  has  been  made 
npon  such  mortgages  and  stocks,  and  whether 
the  interest  has  been  paid  to  the  association  or 
banker,  or  passed  to  their  credit  in  the  books  of 
the  superintendent.  If  any  association  neglected 
to  make  out  and  send  this  statement,  it  may  be 
dissolved,  and  any  private  bankers  be  restrained 
from  carrying  on  business.  All  banking  com- 
panies and  bonkers,  except  those  carrymg  on 
business  in  New  York,  Albany,  Brooklyn,  or 
Troy,  must  keep  an  agent  in  New  York,  Albany, 
or  Troy,  to  pay  all  such  of  their  notes  as  may  be 
presented  for  payment,  at  a  rate  of  discount  not 
exceeding  one  quarter  per  cent.  No  banker  is  to 
receive,  pay  out,  give,  or  ofier  in  payment,  as 
money,  to  drculate,  or  attempt  to  circulate  as 
money,  any  bill,  note,  or  other  evidence  of  debt, 
issued,  or  purporting  to  be  issued  by  any  cor- 
poration, association,  or  individual,  situiUbed  or 
residing  without  the  State,  and  which  shall  pur- 
port to  be  payable  or  redeemable  at  any  place, 
or  by  any  person,  association,  or  corporation 
withhi  the  State.  All  bankers  and  banking  in- 
stitutions are  forbidden  to  borrow  from  each 
other  any  notes,  bills,  &c^  fat  the  purpose  of 
putting  them  into  circulation,  nor  are  they  to 
issue  any  of  their  notes,  &C.,  at  a  discount.  By  a 
subsequent  act,  in  1850,  it  is  enacted  that  if  any 
banking  institution  which  issues  any  kind  of 

J)aper  credit  to  circulate  as  money,  shall  make  de- 
knlt  in  paying  any  engagement,  the  stockholders 
are  to  be  liable  in  their  private  capacities  in  pro- 
portion to  their  shares. 

464.  It  had  been  resolved  by  the  New  York 
banks  to  resume  specie  payments  on  the  10th  of 
May,  and  the  convention  of  bank  delegates  had 
^ndEeavoured  to  induce  the  Philadelphia  banks  to 
agree  to  do  so  at  the  same  time.  But  they,  ot 
rather  Mr.  Biddle,  who  was  the  autocrat  of  the 
banking  interest  at  Phiadelphia,  refused,  and 
threw  every  impediment  in  the  way  that  he  could. 
This  person  and  his  bank  were  now  deep  in  cotton 
speculations,  which  a  resumption  of  cash  pav- 
ments  would  have  disturbed,  he,  therefore,  so  nr 
from  taking  the  lead  in  resuming  cash  payments, 
as  he  had  boasted  he  would,  manifested  the  most 
vehement  hostility  to  those  who  did.  But  the 
New  York  banks,  notwithstanding,  adhered  to 
their  res<dve,  and  many  of  them,  as  well  as  those 
«f  Boston,  conmienced  paying  cash  on  the  1st  of 
May.  The  New  York  and  Boston  banks,  how- 
ever, were  the  only  ones  that  did  so.  Mr.  Biddle 
was  repeatedly  called  upon  to  resume  payment, 
«s  he  boasted  of  his  perfect  ability  to  do  so,  but 
alwa3ni  put  it  of^  on  one  pretext  or  another.  His 
party  had  always  maintamed  that  the  specie  cir- 
cular of  the  iSresident,  in  July,  1886,  had  been 
the  chief  cause  of  the  embarrassments.  In  Jidy, 
1838,  this  was  repealed  by  an  Act  of  Ck>Dgress 
which  forbade  any  diflference  to  be  made  in  receiv- 
ing payments  of  the  public  revenue.  1^.  Biddle*s 
swagger  now  rose  higher  than  ever:  he  declared 
that  he  now  saw  no  difficulty  in  resuming  cash 
payments,  and  that  he  was  ready  to  co-operate 
with  the  executive  in  restoring  a  sound  currenc^. 
Nevertheless  he  made  no  movement  towards  it,  and 
always  tried  to  defeat  any  effort  for  that  purpose. 
A  meeting  of  the  FhHadelphia  banks  took  place, 
aad  resolved,  l^  a  miyoritj^  to  resome  on  the 


Ist  of  August,  but  Mr.  Biddle's  agent  voted  in 
the  minority,  and  did  ever3rthing  he  could  to 
upset  the  decision  of  the  majority.  A  general 
cry  was  then  raised,  that  Mr.  Biddle*8  ba&  was 
in  a  state  of  insolvency,  and  wholly  unable  to 
resume  payments.  However  all  delays  were  cut 
short  by  the  Governor  of  Pennsylvania  issuing  a 
proclamation,  that  all  banks  in  the  State  must 
resume  payment  (m  the  ISth  of  August,  under  the 
penalty  of  forfeiting  their  charters.  But  Mr. 
Blddle*s  wild  specuUtions  in  cotton  now  began 
to  bear  their  legitimate  fruit.  From  the  quan- 
tities of  cotton  uiown  to  be  held  by  him,  and  the 
prices  paid  for  them.  The  Timet  of  September 
29, 1838,  calculated  tliat  his  losses  tiien  amounted 

toje5oo,ooo. 

465,  In  his  message  to  Congress  in  1838, 
President  Van  Buren  sulopted  and  continued  the 
policy  of  his  predecessor  with  regard  to  a  National 
Bank.  ^  The  contrast  between  the  suspensi<m  of 
1814  and  that  of  1837,  is  most  strikmg.  The 
short  duration  of  the  latter,  the  prompt  restora- 
tion of  business,  the  evident  b^efits  resultipg 
irom  an  adherence  by  the  government  to  the  con- 
stitutional standard  of  value,  instead  of  sanctioning 
the  suspension  by  the  receipt  of  irredeemable 
paper,  and  the  advantages  derived  from  the  large 
amount  of  specie  introduced  into  the  country  pre- 
vious to  1837,  afford  a  valuable  illustration  of  the 
true  policv  of  the  government  in  such  a  crisis. 
Nor  can  we  comparison  fail  to  ranove  the  im- 
pression that  a  national  bank  is  necessary  in  such 
emergencies.  Not  only  were  specie  payments 
resumed  without  its  aid,  but  exchanges  have  also 
been  more  rapidly  restored  than  when  it  existed; 
thereby  shewing  that  private  capital,  enteriNrise, 
and  prudence,  are  fully  adequate  to  those  ends. 
On  all  these  points  experience  se^ms  to  have 
confirmed  the  views  heretofore  submitted  to  Con- 
gress. We  have  been  saved  the  mortification  of 
seeing  the  distresses  of  the  community  for  the 
third  time  seized  on  to  fiasten  upon  the  country 
so  dangerous  an  institution;  and  we  may  also 
hope  that  the  business  of  individuals  will  here- 
after be  relieved  from  the  injurious  effects  of  a 
continued  agitation  of  that  disturbing  subject. 
The  limited  influence  of  a  national  bank  in 
averting  derangement  in  the  exchanges  of  the 
country,  or  in  compelling  the  resumption  <^ 
specie  paym^ts,  is  now  not  less  apparent  than 
its  tendency  to  increase  inordinate  speculations 
by  sudden  expansions  and  contractions ;  its  dis- 
position to  create  panic  and  embarrassment  for 
the  promotion  of  its  own  designs ;  its  interference 
with  pcditics,  and  its  far  greater  power  fw  evil  than 
for  good,  either  in  regard  to  the  local  institution, 
or  to  the  operations  of  Government  itself.  What 
was  in  these  respects  but  apprehension,  or 
opini(m,  when  a  national  bank  was  first  estab- 
lished, now  stands  confirmed  by  humiliating 
experience.  The  scenes  through  which  we  have 
passed  conclusively  prove  how  little  our  omi- 
merce,  agriculture,  manufactures  or  finances,  re- 
quire such  an  institution,  and  what  dangers  are 
attendant  on  its  power — a  power,  I  trust,  never 
to  be  conferred  by  the  American  people  upon 
their  government,  and  still  less  upon  individuals 
not  responsible  to  them  for  its  unavoidable 
abuses.** 

466.  Towards  the  end  of  1838,  the  Bank  of 
Belgium  had  ftiled,  and  the  whole  of  that  country 
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was  thrown  into  eonfiiakm  by  the  mismanage- 
ment of  aeYeral  monetary  companies,  who  had 
beak  apecnlating  in  all  sorts  of  tilings  they  onght 
not  to  have  done.  These  fiulnres  deranged  the 
eommeroe  of  France,  in  which  a  very  large 
number  of  the  shares  of  these  Belgian  com- 
panies were  held.  In  the  beginning  of  1839,  the 
Scotch  banks,  who  were  the  most  sagacious  in 
perceiving  danger  from  afar,  sold  out  liurge  quan- 
tities of  government  securities.  These  circum- 
stances caused  a  heavy  demand  for  bullion  from 
the  Bwak  of  England,  which  (as  usual)  was  fiist 
asleep,  while  everyone  else  saw  that  danger  was 
approaching.  At  last,  in  April,  the  bank  direc- 
tors could  no  longer  conceal  from  themselves 
their  impending  dimger,  and  made  no  secret  of 
their  uneasiness  at  tiiehr  position.  They  began 
to  make  violent  efforts  to  contract  their  issues  to 
stop  the  outflow  of  bullion.  At  the  same  time 
news  of  a  similar  character  arrived  from  America. 
Several  fulures  had  taken  place  among  the  banks, 
and  a  number  more  were  expected  in  various 
parts  of  the  Union.  They  were  espedallv  severe 
m  Michigan,  where  all  the  joint  stock  and  private 
bankers  niled.  A  bill  was  brought  into  the  as- 
aembly  to  make  land  a  legal  tender  at  two-thirds 
of  its  appraised  value,  in  the  absence  of  specie 
and  bank  paper  currency.  Immense  fiulnres 
also  took  plihce  in  tiie  other  Western  States. 
A  demand  began  upon  the  banks  generally  for 
q>ecie,  which  were  thus  obliged  to  contract  their 
business,  and  this  produced  a  panic  about  the 
end  of  March.  The  stock  of  the  banks  fell  rapidly. ' 
The  State  Bank  of  Illinois  failed,  and  the  domes- 
tic exchanges  became  rapidly  disordered.  The 
stock  of  ^.  Biddle*8  bank  fell  rapidly,  and  his 
wild  operations  had  raised  up  against  him  a 
strcmg  opposition  in  Pennsylvania,  who  wished 
to  annul  his  charter.  In  April  the  banks  in 
Mississippi  and  Georgia  began  to  fail,  most  of  the 
Western  banks  having  followed  the  example  of 
the  Bank  of  the  United  States,  and  become 
traders  as  well  as  bankers.  Some  bank  notes 
were  already  at  25  discount.  The  abominable 
system  which  the  Mississippi  banks  followed,  of 
buying  up  vast  quantities  of  cotton  on  speculation, 
now  began  to  be  felt  severely.  The  quantities 
•ccnmuSited  were  so  great,  that  it  was  dear  to 
every  one,  that  their  s^e  would  be  attended  with 
a  fiigfatfhl  loss.  In  the  midst  of  this  panic,  Mr. 
Bidifie  suddenly  resigned  the  Presidency  of  the 
United  States  Bank,  to  everybody's  astonishment, 
on  the  pretence  of  ill  health,  bnt  at  the  same  time 
publishing  to  the  world  that  it  was  in  a  safe  and 
prosperous  condition,  which  nobody  believed; 
bnt  set  it  down  to  the  inevitable  crisis  which 
was  rapidly  approaching  in  American  banking. 

467.  Not  only  were  the  actual  operations  of 
*the  American  banks  at  this  period  of  the  most 
dangerous  description,  but  there  was  published 
at  this  time  a  remarkable  little  monthly  perio- 
dical, called  The  ComUerfeit  Detector  and  Bank 
Nate  Lialt  12^  pages  of  which,  out  of  16,  were 
occupied  with  accounts  of  the  different  scnts  of 
oonnterfeit  dollar  pimer  afloat,  with  lists  of  the 
broken  and  suspended  and  fraudulent  banks. 
In  the  list  of  ^^counterfeit  and  altered  notes** 
nearly  forty  different  sorts  are  enumerated  as  in 
circulation,  as  forgeries  of  the  Notes  of  the  Bank  of 
theUnited  States  at  Phihidelphia,  and  140  different 
aorta  are  described  as  being  afloat  as  forgeries  of 


its  different  branch  notes  in  various  parts  of  the 
Union.  The  total  number  of  kinds  of  forced 
notes  of  other  banks  known  to  be  in  circulation 
was  about  600,  so  that  an  immense  proportion  of 
the  paper  currency  actually  afloat  was  known  to 
be  forged.  Moreover,  there  were  a  number  of 
fraudulent  banks,  which  in  fkct  had  no  existence 
at  all,  except  on  the  paper  in  circulation.  They 
were  generally  made  in  imitation  of  the  name  of 
some  well  known  institution.  Of  these  imagi- 
nary banks,  there  were  fifty  whose  paper  was  in 
circulation,  lliis  was  technically  called  ^^wild 
cat  money.** 

468.  As  the  summer  went  on,  difficulties 
thickened  round  the  Bmk  of  the  United  States, 
which  was  under  immense  obligations  on  account 
of  her  post  notes  and  bonds,  which  had  been 
poured  out  in  such  torrents  on  the  English 
market.  The  Bank  of  England,  being  in  the 
direst  extremity  itself,  in  August,  1839,  raised 
the  rate  of  discount  to  6  per  cent.,  which  at  last 
ruined  the  market  for  these  American  speculators. 
The  Bank  of  the  United  States  opened  a  nego- 
tiation in  Holland,  to  raise  funds  to  meet  theur 
obligations  in  England.  At  length  the  blow  felL 
On  the  16th  September,  1839,  the  Paris  corre- 
spondents of  the  Bank  of  the  United  States  refused 
acceptance  of  its  drafts.  The  sagacity  of  the 
Timee^  which  had  for  a  long  period  denounced 
the  bank  and  its  wild  mismanagement,  and  which, 
indeed,  was  tiie  first  to  raise  the  cry  of  danser, 
was  M\j  vindicated.  On  the  26th,  the  London 
agent  of  the  bank  made  application  to  the  Bank 
of  England  for  assistance,  as  their  negotiations  in 
Holland  had  been  interrupted  by  the  news  of  the 
dishonour  of  tiieir  bills  by  their  Paris  correspon- 
dents. Assistance  to  a  small  amount  was  granted, 
on  the  guarantee  of  several  of  the  first  names  in 
the  dtv,  pending  the  arrival  of  the  next  steamer 
from  America,  upon  which  the  fate  of  the  bank 
hung.  In  the  meantime,  the  stru^^les  of  the  bank 
to  maintain  its  credit,  were  causing  the  deepest 
distress  throughout  the  Union.  The  New  York 
Evening  Poet  said,  ^It  is  hardly  possiUo  to 
des^be  the  exasperation  against  the  United 
States  Bank  of  Pennsylvania,  which  now  i»revails 
among  the  mercantile  part  of  our  population. 
Everybody  understands  and  declares  that  the 
operations,  of  which  that  bank  is  the  source  and 
centre,  are  the  cause  of  the  present  paroxysm  of 
pressore.  Everybody  sees  that  it  r^ulates  cur- 
rency and  credit,  to  be  sure,  but  it  regulates  them 
with  a  view  to  its  own  profits  in  the  cotton  trade, 
from  which  it  has  elbowed  every  individual 
merchant.  It  regulates  the  currency  by  throwing 
out  a  debased  issue  of  post  notes;  it  regulates 
credit  by  bestowing  it  in  laige  proportions  upon 
its  &vourite  customers,  and  by  compeUJng  the 
smaller  banks,  by  a  run  upon  their  vaults,  to 
contract  their  discounts,  and  withhdd  their  usual 
accommodations.  If  a  storm  (^execrations  could 
blow  down  the  bank,  not  a  stone  of  its  walls 
would  be  left  upon  anotiier.*'  In  order  to  provide 
means  to  meet  its  engagements,  the  bank  was  then 
selling  its  post  notes  at  a  discount  of  1^  per  cent, 
per  month,  in  New  York.  The  price  of  the 
stock  fell  rapidly.  It  was  fully  expected  that 
the  Bank  of  Englana  itself  would  suspend  cash 
payments,  and  have  to  issue  £\  and  X2  notes. 

469.  The  last  struggles  of  this  wretched  bank 
were  now  at  hand,  after  straining  all  its  resources, 


188 


BANEma  IN  AMERICA. 


BANKOra  IN  AMBRICA. 


and  exhausting  all  its  powers  to  raise  money  at 
24  per  cent,  interest,  and  before  its  European 
difficnlties  were  known  in  America,  it  could  only 
send  £120,000  by  the  steamer  of  September  to 
London.  The  New  York  Evening  Post  said, "  Lb 
CoMMEKCBMENT  BE  LA  FiN.  The  movemonts  of 
the  Bank  of  the  United  States  appear  certainly 
exceedingly  suspicions,  and  seem  to  caution  all 
prudent  men  too  portentously  to  be  disregarded, 
to  *  beware  of  the  flurry.*  What  is  the  meaning 
of  the  desperate  game  of  post  notes,  pushed  abroad 
in  aQ  quarters,  to  raise  money  upon  at  the  ruinous 
rate  of  20  per  cent,  discount  (equal  to  25  per  cent, 
interest)  ?  One  of  the  most  intelligent  and  re- 
liable authorities  in  Wall  Street  estimates  their 
amount  in  New  York  alone,  f]*om  data  within  his 
own  knowledge,  at  upwards  of  10,000,0001 
Another,  not  less  so,  remarks  that  he  has  reason 
to  know  it  to  be  not  less  than  20,000,000.  The 
excuse  put  forth  that  this  loss  is  sustained  by 
other  institutions  and  individuals,  they  being 
willing  to  take  them  as  cash  from  the  bank,  and 
not  by  the  bank  itself,  is  miserably  futile;  for 
the  question  immediately  occurs,  what  sort  of 
parties  must  these  be,  in  responsibility  and 
strength,  who  can  be  willing  to  pay  the  bank  6 
per  cent,  for  their  loans,  and  then  turn  round  and 
convert  the  funds  thus  received  into  cash  at  a 
further  discount  of  20  per  cent.  ?  Is  Mr.  Benton 
right  after  all,  who  has  for  years  back  entertained 
a  profound  conviction  that  the  bank  was  at  bottom 
insolvent,  and  that  it  was  merely  staggering  on 
from  expedient  to  expedient,  to  shift  its  responsi- 
bilities and  postpone  the  evU  day  of  payment? 
Is  this  the  meaning  of  Mr.  Biddle*s  sudden 
resignation  and  departure  for  Europe,  and  of  the 
substitution  of  a  man  of  straw  in  the  throne  so 
long  and  so  ably  filled  by  him?  Is  this  the 
meaning  of  the  so  long  withheld  monthly  publi- 
cation of  its  condition,  required  by  its  charter  ? 
Is  this  the  meanii]^  of  the  late  rapid  and  unpar- 
alleled depreciation  of  its  stock?**  The  bank  was 
also  receiving  money  at  Boston  on  similar  terms. 
**  The  Bostonians  lately  had  a  requital  for  their 
adhesion  to  the  United  States  Bank  in  its  non- 
resumption  policy.  Their  money  matters  had  been 
quiet  and  they  were  going  on  easily,  when  the 
Bank,  of  the  United  States  put  its  sucker  into 
their  pond  in  the  shape  of  800,000  dollars  of  post 
notes.  *  *  *  The  long  continued  fictitious  opera- 
tions of  the  United  States  Bank  to  raise  money, 
have  at  last  awakened  an  anxious  inquiry  on  all 
hands  for  the  cause.  A  bank  with  35,000,000  of 
capital  giving  its  note  at  six  months  for  a  single 
hundred  dollars,  to  be  sold  in  the  street  at  tne 
rate  of  18  per  cent  per  annum,  discount — ^realiz- 
ing vast  sums  by  drawing  bills  on  Europe  with- 
out ftinds  there  at  the  time  of  drawing,  and  yet 
having  no  money  to  loan  here,  while  those  biUs 
are  running  to  maturity — so  completely  without 
means  that  it  cannot  help  a  customer  to  5000 
dollans,  except  by  giving  him  a  post  note  run- 
ning to  maturity  at  a  period  much  more  distant 
than  the  maturity  of  the  securities  it  receives. 
Did  ever  a  well  managed  bank  behave  so ?  **  An- 
other paper,  the  Newhaven  Columbian  Register, 
said,  ^*  There  are  thousands  of  the  business  men 
of  our  country,  who  are  now  satisfied,  though 
they  formerly  thought  otherwise,  that  the  United 
States  Bank  of  Pennsylvania,  instead  of  being 
the  *  regulator,*  is  the  *  great  disturber*  of  the 


currency,  and  of  all  regnlar  dealinga.  They 
were  unwilling  to  believe  that  an  institution 
whose  first  du^  it  was  to  lend  its  capital  to  the 
prudent  dealer  at  6  per  cent.,  should  have  become 
so  entangled  in  its  own  speculations,  as  to  be 
compelled  to  borrow  money  at  18  and  21  per 
cent.  But  they  cannot  shut  their  eyes  to  the  facts 
that  are  daily  passing  before  them,  and  which  the 
sales  of  post  notes,  as  constantly  reported  in  the 
New  xork,  Boston,  and  Philadelphia  papers, 
verify.  If  the  evils  of  the  post  note  system  were 
confined  to  the  United  States  Bank,  they  might 
be  borne  with  ;  but  the  greatest  difficulty  is,  that 
many  of  the  other  banks,  all  over  the  country, 
instead  of  aidhig  business  people,  as  they  should 
with  their  loans,  employ  their  funds  in  shaving 
the  post  note  paper  of  the  United  States  Bank. 
The  mechanic,  mann&ctnrer,  or  merchant,  who 
goes  to  their  counter  with  a  well  endorsed  note  of 
a  few  hundred  dollars,  is  told  that  he  cannot  be 
accommodated.  The  civil  cashier  does  not  now 
as  formerly,  tell  the  applicant  that  the  deposits 
have  been  removed,  or  the  specie  circular  issued, 
and  that  monev  can  never  be  plenty  until  the  ad- 
ministration of  the  general  government  be  over- 
thrown, because  such  excuses  would  not  at  the 
present  day  be  available  with  men  of  any  par<y. 
The  public  have  closely  watched  the  dividends  of 
these  banks,  and  have  discov^ed  that  while  the 
I)eople  are  cramped  in  their  loans,  and  are  told 
that  money  never  was  so  scarce,  when  in  short  the 
banks  are  ^'  doing  nothing^  over  their  counters, 
many  of  them  are  making  larger  dividends  than 
ever  they  did  before.  How  is  this,  when  accord- 
ing to  the  rules  of  old-fashioned  banking,  the 
dividends,  or  profits,  should  depend  on  the  pros- 
perity of  business,  and  the  6  per  cent,  loans  of  those 
most  active  in  business  pursuits  ?  But  the  career 
of  the  United  States  Bank  solves  the  mystery. 
It  has  set  an  example  which  has  reversed  the  old 
system  of  lending  money  at  6  per  cent.  That 
institution,  instead  of  lending  to  those  who  do 
business,  has  undertaken  to  trade  and  speculate 
on  its  own  hook.  And  when  it  wishes  to  Ikhtow 
money  to  carry  its  trading  operations  through,  it 
ofiers  to  pay  usurious  interest,  so  far  beyond  the 
regular  6  per  cent,  borrower,  that  other  banks  are 
tempted  to  withdraw  their  funds  from  the  busi- 
ness community,  and  make  loans  at  usurious 
rates  to  the  monopolizer ;  or,  in  other  words,  th^ 
buy  its  post  notes  at  the  rate  of  18  and  21  per 
cent,  a  year,  and  leave  their  old  6  per  cent,  cus- 
tomers to  take  care  of  themselves  as  they  can. 
AU  our  principal  cities  have  thus  been  int^ered 
with  by  the  "great  disturber.**  The  city  of 
Boston  has  been,  till  quite  lately,  exempt,  and 
was  getting  along  in  comparative  prosperity,  but 
a  few  days  ago,  the  "great  disturber**  put  its 
sucker  in  the  midst  of  them,  and  all  was  at  once 
thrown  into  confusion.  It  was  done  in  this  way . 
an  agent  of  the  United  States  Bank  appeared  in 
Boston  with  800,000  dollars  of  post  notes  at  six, 
nine,  and  twelve  months  to  run,  which  were  in 
the  market  at  the  tempting  offers  of  18  per  cent 
or  more  discount.  These  offers  were  snapped  at 
by  the  capitalists  and  banks,  who  advanced  the 
cash  to  the  agent;  he  quickly  drew  the  specie 
from  them,  and  carried  it  to  the  United  States 
banking  house  at  Philadelphia,  where  it  was,  no 
doubt,  wanted  to  meet  the  pressing  engagements 
of  that  institution.   When  tiie  bnsmess  people  <tf 
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Boston  ae  next  day  applied  as  usual  for  bank 
accommodation,  they  were  told  there  was  a 
dreadfol  pressure  on  the  money  market  just  then, 
and  they  could  on  no  terms  be  accommodated/* 
Another  paper  says :  **  It  is  only  repeating  what 
has  become  the  common  declaration  on  change, 
and  in  the  connting-honses,  to  say,  that  the 
almost  nniversal  opinion  of  the  mercantile  com- 
monity  demands  some  check  upon  the  caprices  of 
the  United  States  Banlc  Its  despotism  has 
become  intolerable.**  In  the  midst  of  this  finan- 
cial distress,  the  United  States  Bank  contracted 
to  lend  the  Stato  of  Pennsylvania  2,000,000  dol- 
lars, on  condition  of  being  allowed  to  issue  5-dollar 
notes.  This  expedient,  however,  was  tried  and 
found  useless ;  they  were  returned  on  the  bank  as 
soon  as  issued. 

470.  The  final  catastrophe  came  on  the  10th 
October.  On  that  day  the  United  States  Bank 
stopped  payment,  and  this  was  immediately  fol- 
lowed by  nearly  all  the  banks  in  the  Southern 
States,  except  New  Orleans.  The  notes  of  the 
Philadelphia  banks  at  once  fell  10  per  cent,  at  New 
York.  The  banks  in  New  Enguuid  vigorously 
stood  their  ground,  notwithstanding  strenuous 
efforts  were  nude  to  induce  them  to  stop  payment. 
Thus,  after  a  career  of  three  years  andahalf,  this 
Bank,  which  professed  to  have  a  capital  of 
35,000,000  dollars,  or  X7,000,000,  failed  twice, 
after  raising  an  amount  of  money  equal  to  half 
its  capital,  at  rates  from  6  to  24  per  cent. 

471.  A  large  portion  of  the  President's  mes- 
sage in  December  was,  of  course,  occupied  with 
the  monetary  crisis.  He  dwelt  with  great  length 
and  emphasis  on  the  extravagant  abuses  of  the 
credit  system  in  America.  He  congratulated 
Congress  on  the  success  of  the  government  in 
witMrawing  its  deposits  from  the  Afferent  banks, 
and  keepbg  them  itself,  and  earnestly  pointed 
out  the  advantages  of  a  metallic  currency,  and 
animadverted  upon  the  low  morality  of  the 
banks,  which  now  seemed  to  think  that  they 
mi^t  adopt  a  suspension  of  cash  payments  when- 
ever it  smted  their  interests.  "  It  now  appears 
that  there  are  other  motives  than  a  want  of  pub- 
lic confidence,  under  which  the  banks  seek  to 
justify  themselves  in  a  refusal  to  meet  their  obli- 
gations. Scarcely  were  the  government  and  the 
country  relieved,  in  a  degree  from  the  difficulties 
occasioned  by  the  genial  suspension  of  1837, 
when  a  partial  one  accruing  within  30  months 
of  the  former,  produced  new  and  serious  embar- 
rassments, though  it  had  no  palliation  in  such 
cffcamstances  as  were  alleged  in  justification  of 
that  which  had  previously  taken  place.  There 
was  nothing  in  the  condition  of  the  country  to 
endanger  a  well-managed  banking  institution; 
commerce  was  deranged  by  no  foreign  war ;  every 
branch  of  manufacturing  industry  was  crowned 
witii  rich  rewards;  and  the  more  than  usual 
abundance  of  our  harvests,  after  supplying  our 
domestic  wants,  had  left  our  granaries  and 
storehouses  filled  with  a  surplus  for  exportation. 
It  is  in  the  midst  of  tlus,  tiiat  an  irr^eemable 
and  depreciated  paper  currency  is  entailed  upon 
the  people,  by  a  large  portion  of  the  banks. 
They  are  not  driven  to  it  by  an  exhibition  of 
a  loss  of  public  confidence,  or  from  a  sudden 
pressure  of  their  depositors,  or  noteholders; 
but  they  excuse  themselves  by  alleging  that  the 
current  of  business,  and  exchange  with  foreign 


countries,  which  draw  the  precious  metal?  from 
their  vaults,  would  require,  in  order  to  meet  it, 
a  larger  curtailment  of  their  loans  to  a  compara- 
tively small  portion  of  the  community,  than  it 
wUl  be  convenient  for  them  to  bear,  or  the  banks 
to  exact.  The  plea  has  ceased  to  be  one  of  neces- 
sity.    Convenience  and  policy  are  now  deemed 
sufficient  to  warrant  these  institutions  in  cUsre- 
garding  thehr  solemn  obligations.    Such  conduct 
is  not  merely  an  injury  to  individual  creditors, 
but  it  is  a  wrong  to  the  whole  community,  from 
whose  liberality  they  hold  most  valuable  privi- 
leges— ^whose  rights  they  violate — ^whoee  business 
they  derange,  and  the  value  of  whose  property 
they  render  unstable  and  insecure.    It  must  be 
evident  that  this  new  ground  for  bank  suspen- 
sions, in  reference  to  which  their  action  is  not 
only  disconnected  with,  but  wholly  independent 
of  that  of  the  public,  gives  a  character  to  their 
suspension,  more  alanuing  than  any  wliich  they 
exhibited  before,  and  greatly  increases  the  im- 
propriety of  relying  on  the  banks  in  the  trans- 
actions of  the  government.       ♦      ♦      ♦      ♦      ♦ 
New  dangers  to  the  banks  are  also  daily  disclosed 
from  the  extension  of  that  system  of  extravagant 
credit,  of  which  they  are  the  pillars.    Formerly 
our  foreign  commerce  was  principally  founded  on 
an  exchange  of  commodities,  including  the  pre- 
cious metals,  and  leaving  in  its  transactions  but 
little  foreign  debt.     Such  is  not  now  the  case. 
Aided  by  the  facilities  afforded  by  the  banks, 
mere  credit  has  become  too  commonly  the  basis 
of  trade.     Many  of  the  banks  theniselves  not 
content  with  largely   stimulating   this   system 
amon^  others,  have  usurped  the  business  wliile 
they  mipair  the  stability  of  the  mercantile  com- 
munity; they  have  become  borrowers  instead  of 
lenders;   they  establish  their  agencies  abroad; 
they  deal  largely  in  stocks  and  merchandize;  they 
encourage  the  issues  of  state  securities,  until  the 
foreign  market  is  glutted  with  tJiem,  and  unsatis- 
fied with  the  legitimate  use  of  their  own  capital, 
and  the  exercise  of  their  lawful  privileges,  they 
raise  by  large  loans  additional  means  for  every 
variety  of  sjpeculation.    The  disasters  attending 
on  this  deviation  from   the   former   course  of 
business  in  this  country  are  now  shared  alike  by 
banks  and  individuals,  to  an  extent  of  which 
there  is  perhaps  no  previous  example  in  the 
annals  of  our  country.    So  long  as  the  willing- 
ness of  the  foreign  lender,  and  a  sufficient  export 
of  our  productions  to  meet  any  necessary  partial 
payments,  leave  the  fiow  of  credit  undisturbed, 
all  appears  to  be  prosperous,  but  as  soon  as  it  is 
checked  by  any  hesitation  abroad,  or  by  an 
inability  to  make  payment  there  in  our  produc- 
tion, the  evils  of  the  system  are  disclosed.    The 
paper  currency  which  might  serve  for  domestic 
purposes,  is  useless  to  pay  the  debt  due  in  Europe. 
Gold  and  silver  are  therefore  drawn  in  exchange 
for  their  notes  from  the  banks.   To  keep  up  their 
supply  of  coin,  these  institutions  are  obliged  to 
call  upon  their  own  debtors,  who  pay  them  prin- 
cipally in  their  own  notes,  which  are  as  unavail- 
able to  them,  as  they  are  to  the  merchant  to  meet 
the  foreign  demand.    The  calls  of  the  banks, 
therefore,  to  meet  such  emergencies,  of  necessity 
exceed  that  demand,  and  produce  a  corresponding 
curtailment  of  their  accommodation,  and  of  the 
currency,  at  the  very  moment  when  the  state  of 
trade  renders  it  most  inconvenient  to  be  borne. 
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The  intensity  of  this  pressure  on  the  community, 
is  in  proportion  to  the  preyions  liberality  of 
credit,  and  consequent  expansion  of  the  currency ; 
fbrced  sales  of  property  are  made  at  the  time 
when  the  means  of  purchasing  are  most  reduced, 
and  the  worst  calamities  to  individuals  are  only 
at  last  arrested  by  an  open  violation  of  their 
obligations  by  the  banks,  a  refusal  to  pay  specie 
for  their  notes,  and  an  imposition  upon  the  com- 
munity of  a  fluctuating  and  depreciated  currency. 
Tliese  consequences  are  inherent  in  the  present 
system.  They  are  not  influenced  by  the  banks 
being  large  or  smaU,  created  by  national,  or 
state  governments.  They  are  the  results  of  the 
irresistible  laws  of  trade  and  credit.  In  the 
recent  events  which  have  so  strikingly  illustrated 
the  certain  effects  of  these  laws,  we  have  seen 
the  bank  of  the  largest  capital  of  the  Union, 
established  under  a  national  charter,  and  lately 
strengthened,  as  we  were  authoritatively  in- 
formed, by  exchanging  that  for  a  state  charter, 
with  new  and  unusn^  privileges — ^in  condition 
too,  as  it  said,  of  entire  soundness  and  great 
prosperity — not  merely  unable  to  resist  these 
effects,  but  the  first  to  yield  to  them.** 

472.  The  President  then  showed  that  these 
were  valid  reasons  for  not  entrusting  the  moneys 
of  the  State  to  these  banks,  or  taking  their  notes 
in  payment  of  dues,  and  such  a  rule  could  have 
no  real  harshness.  **  It  is,  moreover,  a  principle, 
than  which  none  is  better  settled  by  experience, 
that  the  supply  of  the  precious  metals  will  al- 
ways be  found  adequate  to  the  uses  for  which 
they  are  required.  They  abound  in  countries 
where  no  oth^  currency  is  allowed.  In  our  own 
States,  where  small  notes  are  excluded,  gold  and 
silver  supply  their  place.  When  driven  to  their 
hidinff  places  by  buik  suspensions,  a  little  firm- 
ness m  the  community  soon  restores  them  in  a 
sufScient  quantity  for  ordinary  purposes.  Post- 
age and  other  public  dues  have  been  collected  in 
coin,  without  serious  inconvenience,  even  in  a 
State  where  a  depreciated  paper  currency  has 
existed  for  vears,  and  this  With  the  aid  of  trea- 
sury notes  for  a  part  of  the  time,  was  done  with- 
out interruption  during  the  suspension  of  1887. 
At  the  present  moment  the  receipts  and  disburse- 
ments of  the  eovemment  are  made  in  legal  cur- 
rency, in  the  largest  portion  of  the  Union.  No 
xme  suggests  a  departure  from  this  rule,  and  if  it 
can  now  be  successfully  carried  out,  it  will  surelv 
be  attended  with  even  less  difficulty  when  buik 
notes  are  again  redeemed  in  specie.** 

478.  The  President  pointed  out  that  the  en- 
forcement of  cash  payments  in  all  transactions  of 
the  government  would  have  a  strong  efBect  in 
moderating  the  excessive  credit  operations  of  ill- 
managed  banks,  and  strengthening  well  managed 
ones.  Headvertedtothe  scheme  for  founding  a  new 
national  bank,  to  control  the  issues  of  the  provin- 
cial ones.  *^  I  am  aware  that  it  has  been  urged 
that  this  control  may  be  best  attained,  and  ex- 
erted by  means  of  a  national  bank.  The  consti- 
tutional objections  which  I  am  well  known  to 
entertain,  would  prevent  me  in  any  event  fix^m 
proposing  or  assenting  to  that  remedy ;  but  in 
addition  to  this,  I  cannot,  after  past  experience, 
bring  myself  to  think  that  it  can  any  longer  be 
extensively  regarded  for  such  a  purpose.  The 
history  of  the  late  national  bank,  tlurough  all  its 
mutations,  shews  that  it  was  not  80.  Ontiiecoa- 


trai7,  it  may,  after  a  careful  condderation  of  tlie 
subject,  be,  I  think,  saMy  stated,  that  at  every 
period  of  banking  excess  it  took  the  lead ;  that 
in  1817,  and  1818,  in  1828,  in  1881,  and  1884,  its 
vast  expansions  followed  by  distressing  contrac- 
tions, led  to  those  of  the  state  institutions.  It 
swelled  and  maddened  the  tides  of  the  bankins 
system,  but  seldom  allayed,  or  safely  directed 
ti^em.  At  a  few  periods  only  was  a  salutary  con- 
trol exercised,  but  an  eager  desire  on  the  contrary 
exhibited  for  profit  in  the  first  place,  and  if  after- 
wards  its  measures  were  severe  towards  otJier 
institutions,  it  was  because  its  own  safety  com- 
polled  it  to  adopt  them.  It  did  not  differ  from 
them  in  principle  or  form ;  its  measures  emanated 
from  the  same  spirit  of  gain;  it  felt  the  saaM 
temptation  to  over  issues;  it  suffered  fhrns, 
and  was  totally  unable  to  avert,  these  laws 
of  trade,  by  which  it  was  itself  affected 
equally  with  than;  and  at  least  on  one  oc- 
casion,  at  an  early  day,  it  was  saved  only 
by  extraordinary  exertions  from  the  same  fiKte 
that  attended  the  weakest  institution  it  professed 
to  supervise.  In  1887,  it  failed,  equally  with 
others,  in  redeeming  its  notes,  though  the  two 
years  allowed  by  its  charter  for  that  porpoae  had 
not  expired,  a  large  amount  of  which  remain  to 
the  present  time  outstanding.  It  is  tune  that» 
having  so  vast  a  capital,  and  stroigthened  by  the 
use  of  all  the  revenues  of  the  government,  it  pos* 
sessed  more  power,  but  while  it  was  itself,  by  this 
circumstance,  fireed  fh>m  the  control  which  all 
banks  require,  its  paramount  object  and  induce- 
ment were  left  the  same — ^to  m^:e  the  most  for 
its  stockholders ;  not  to  regulate  the  currency  of 
the  country.  Nw  has  it,  as  fiir  as  we  are  advised^ 
been  found  to  be  greatly  otherwise  elsewhere. 
The  national  character  given  to  tiie  Bank  of 
ikn^and  has  not  prevented  excessive  fluctuatioa 
of  uieir  currency;  and  it  proved  unable  to  ke^ 
off  a  suspension  of  specie  payments,  which  lasted 
for  nearly  a  qnarter  of  a  century.  And  why 
dionld  weexpect  it  to'be otjierwiae  f  A  national 
institution,  though  dmving  its  charter  from  a 
different  source  than  the  State  banks,  is  yet 
constituted  npon  the  same  principles ;  is  conducted 
by  men  equidly  exposed  to  temptation;  and  is 
liable  to  the  same  disasters ;  with  the  additjonal 
disadvantage  that  its  magnitude  occa^ns  an 
extent  of  confosicm  and  distress,  which  the  niis- 
management  of  smaller  institutions  oould  not 
produce.  It  can  scarcely  be  doubted  that  the 
recent  suspension  of  the  United  States  Bank  of 
Pennsylvania— of  which  the  effects  are  felt  not  in 
that  State  alone,  but  over  half  the  Union — had 
its  origin  in  a  course  of  business  c(«nnieaced 
while  it  was  a  national  institntion,  and  there  is  no 
good  reason  fen*  snpposmg  that  the  same  oonse- 

Soences  would  not  have  followed,  had  it  still 
erived  its  powers  from  the  general  government. 
It  is  in  vain,  when  the  influences  and  impulses 
are  the  same,  to  look  for  a  difference  in  ecmduot 
or  results.  By  such  creations  we  do^  therefore, 
but  increase  the  mass  of  pi^per  credit  and  paper 
currency,  without  chedking  their  attendant  evils 
and  fluctuations.  The  extent  of  power  and  the 
efficacy  of  organization  which  we  give,  so  flu* 
from  being  beneflcial,  are  in  practioe  positively 
injurious*  They  str^gthen  the  claim  of  depen- 
dence throughout  the  Union,  subject  all  parts  moro 
certainly  to  common  disaster,  and  bind  oyer/ 
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bAnk  more  effiBctnally,  in  tiie  first  instance^  to 
those  of  our  commercial  cities^  and  in  the  end  to 
m  ibreign  power.  In  a  word,  I  cannot  bnt  believe 
tiiat,  with  the  fhll  nnderetanding  of  the  operations 
of  onr  banking  syBtem,  which  experience  has 
produced,  public  sentiment  is  not  less  opposed  to 
the  creation  of  a  national  bank  for  purposes  con- 
nected with  currency  and  commerce,  than  for 
those  connected  with  the  fiscal  (^>erations  of  the 
government. 

*^  Yet  the  commerce  and  currency  of  the  coun- 
try are  suffering  evils  from  the  operations  of  the 
Stete  banks,  which  cannot  and  ought  not  to  be 
overlooked.  By  their  means  we  have  been  flooded 
with  a  depreciated  paper,  which  it  was  evidently 
the  design  of  the  framers  of  the  constitution  to 
prevent,  when  they  required  Congress  to  ^coin 
money,  and  regulate  the  value  of  foreign  coins,* 
Bnd  when  they  fiH*bade  the  States  to  'coin 
money,  emit  bills  of  credit,  make  anything  but 
gold  and  silv^  a  tender  in  payment  of  debts,*  or 
*  pass  any  law  impairing  the  obligation  of  con- 
tracts.' If  they  did  not  guard  more  exii^citly 
against  the  present  state  of  things,  it  was  because 
they  could  not  have  anticipated  that  the  few 
banks  then  existing  were  to  swell  to  an  extent, 
which  would  expel  to  so  great  a  degree  the  gold 
and  stiver  for  which  they  had  provided,  from  the 
channels  of  circulation,  and  fill  them  with  a  cur- 
rency that  defeats  the  object  they  had  in  view. 
The  remedy  for  this  must  chiefly  rest  with  the 
States  from  whose  legislation  it  has  sprung.  No 
good  that  might  accrue  in  a  particular  case,  from 
the  exercise  of  powers  not  obviously  conferred 
on  the  general  government,  would  authorize  its 
interference,  or  justify  a  course  that  might,  in  the 
slightest  degree,  increase,  at  the  expense  of  the 
State,  the  power  of  the  federal  authmties ;  nor 
do  I  doubt  that  the  States  will  apply  the  remedy. 
Within  the  last  few  years,  events  have  appealed 
to  them  too  strongly  to  be  disregarded.  They 
have  seen  that  the  constitution,  thou^  theoreti- 
cally adhered  to,  is  subverted  in  practice ;  that 
while  in  the  Statute  books  there  is  no  legfl  ten- 
der but  gold  and  silver,  no  law  impsuring  the 
obligation  of  contracts,  yet  that,  in  point  of  fect^ 
the  privileges  conferred  on  banking  corpcnutions 
have  made  their  notes  the  currency  of  tne  coun- 
try, that  the  obligations  imposed  by  tiiese  notes 
are  violated  under  the  impulses  of  interest  or 
convenience ;  and  that  the  number  and  power  of 
the  persons  connected  with  these  corporations, 
or  placed  under  their  influence,  give  them  a  fearfhl 
wei^t  when  tiieir  interest  is  in  opposition  to  the 
■pint  of  the  constitution  and  laws.  To  the  people 
it  is  immaterial  whether  these  results  are  pro- 
duced by  open  violations  of  the  latter,  or  bv  the 
workings  or  a  system  of  which  the  result  is  tiie 
name.  An  inflexible  executi<m  even  of  the  ex- 
isting statutes  of  most  of  the  states  would  redress 
many  evils  now  endured ;  would  efi'ectually  show 
the  banks  the  dangers  of  mismanagement,  which 
Impnnitv  encoura^  them  to  repeat ;  and  would 
teach  all  corporations  the  useful  lesson  that  they 
are  the  subjects  of  the  law,  and  the  servants  of 
the  people.  What  is  stUl  wanting  to  effect  these 
objects  must  be  sought  in  additional  legislation ; 
or  if  that  be  inadequate,  in  such  further  consti- 
tutional grants  or  restrictions^  as  may  bring  us 
back  into  the  path  from  which  we  have  so  widely 
wandered.      •♦♦••»♦ 


^  But  let  it  be  indelibly  engraven  on  our  minds 
that  relief  is  not  to  be  found  in  expedients. 
Indebtedness  cannot  be  lessened  by  borrowing 
more  money,  or  by  changing  the  form  <^ 
the  debt.  The  balance  of  triule  is  not  to  be 
turned  in  our  fevour  by  creating  new  demands 
upon  us  abroad.  Our  currency  cannot  be  im- 
proved by  the  creation  of  new  banks,  or  more 
issues  from  those  that  now  exist.  Altiiough 
these  devices  sometimes  appear  to  ^ve  temporarjr 
relief,  they  almost  invariably  aggravate  the  evil 
in  the  end.  It  is  only  by  retrenchment  and 
reform,  by  curtailing  public  and  private  expend- 
iture, by  paying  our  debts,  and  by  reforming  our 
banking  system,  that  we  are  to  expect  effectual 
relief,  security  for  the  future,  and  an  enduring 
prosperity." 

474.  This  second  suspension  of  cash  payments 
lasted  in  the  State  <^  Pennsylvania  till  the  15th 
of  January,  1841,  to  which  it  was  limited  by  an 
Act  of  that  State.  The  Bank  of  the  United 
States  then  attempted  to  resume  payment,  but 
such  was  the  feeling  of  hostility  and  distrust 
towards  it,  that  an  immediate  run  hegsok  upon  it, 
and  it  finally  stopped  payment  on  the  4th  of 
February,  1841.  Such  was  the  end  of  this  bank, 
which  for  many  years  was  one  of  the  great  party 
questions  of  the  Union.  The  stockholders,  in 
January,  1841,  appointed  a  committee  of  investi- 

?ition  mto  its  afikurs,  who  made  a  report  in  April, 
his  report,  though  very  brief  ana  general,  at 
least  for  so  great  an  affair,  disclosed  a  course  of 
management  as  reckless  and  improvident  as  any 
instance  of  any  joint  stock  bank,  that  we  are 
aware  of.  It  estimated  the  loss  of  capital,  as  then 
ascertained,  at  17,301,946  dollars,  but  such  esti- 
mates of  the  value  of  the  assets  of  suspended 
banks,  are  very  rarely  realized,  and  we  believe 
that  on  the  final  liquidation  of  its  affiiirs,  the 
whole  capital  was  found  to  be  gone.  The  other 
banlES  in  Philadelphk  followed  the  example  of  the 
United  States  Bank,  and  did  not  resume  until 
the  18th  of  March,  1842,  making  their  fourth 
suspension.  On  the  occasion  of  tiie  suspension 
in  1889,  out  of  850  banks  in  the  Union,  343 
stopped  payment  entirely,  and  62  partially.  But 
the  X^ew  England  Banks  were  honourably  dis- 
tinguished, f(Mr  out  of  198  in  New  York,  only 
four  suspended,  while  in  the  Southern  and  Wes- 
tern States,  two  out  of  every  three  stopped. 

475.  In  1840,  the  President  agun  alluded  to 
the  question  of  a  national  debt,  and  a  national 
bank,  in  his  message.  When  the  final  determi- 
nation to  refuse  the  renewal  of  the  Charter  of  the 
Bank  of  the  United  States  was  adopted,  it  became 
necessary  to  provide  for  the  safe  keeping  of  the 
public  monies,  which  had  hitherto  been  deposited 
in  that  bank.  An  Act  was  accordingly  passed, 
by  which  they  were  distributed  among  50  or  60 
of  the  State  Banks,  which  enjoyed  the  highest 
reputation.  This  was  done  in  1886,  but  in  1887, 
the  universal  suspension  took  place,  which  placed 
the  government  in  extreme  embarrassment,  for 
all  its  monies  were  locked  up  in  these  suspen- 
ded State  banks,  and  it  had  nothing  to  pay  to 
its  creditors  but  their  depreciated  paper.  The 
government  is  said  to  have  lost  about  1,900,000 
dollars  by  these  bankrupt  banks.  Thencefor- 
ward, it  determined  to  keep  all  the  public  monies 
in  the  Treasury  itself.  The  President  congratu- 
lated Congress  in  1840,  upon  the  entire  success 
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of  this  plan,  notwithstanding  the  apparently  in- 
snnnoantable  difficnlties  in  which  the  govern- 
ment had  been  placed  by  the  suspension  of  the 
banks,  all  of  these  had  been  overcome,  and  every 
claim  npon  them,  at  home  or  abroad,  had  been 
promptly  met.    "Among  the  reflections  arising 
mm  the  contemplation  of  these  circumstances, 
one  not  the  least  gratifying,  is  the  consciousness 
that  the  government  had  tiie  resolution  and  the 
ability  to  adhere,  in  every  emergency,  to  the 
sacred  obligations  of  law;  to   execute  all  its 
contracts,  according  to  the  requirements  of  the 
constitution;  and  thus  to  present,  when  most 
needed,  a  rallying  i)oint,  by  which  the  business 
of  the  whole  country  might  be  brought  back  to 
a  safe  and  unvarying  standard, — a  result  vitally 
important,  as  well  to  the  interests,  as  to  the 
moriUs,  of  the  people.    There  can  surely  now  be 
no  difference  of  opmion  in  regard  to  the  incalcu- 
lable evils  that  would  have  arisen,  if  the  govern- 
ment at  that  critical  moment  had  suffer^  itself 
to  be  deterred  from  upholding  the  only  true  stan- 
dard of  value,  either  by  the  pressure  of  adverse 
circunistances,  or  the  violence  of  unmerited  de- 
nunciation."    The  President  then  emphatically 
warned  the  nation  against  the  habit  of  contract- 
ing public  debts,  among  the  objections  to  which, 
he  said,  was  the  certain  tendency  of  public  secu- 
rities to  concentrate  ultimately  in  the  hands  of 
foreign  holders.    Already,  he  said,  the  resources 
of  many  of  the  States,  and  the  future  industry  of 
their  citiasens,  have  been  indefinitely  mortgage 
to  foreigners,  to  the  amount  of  twelve  mUlions 
annually,  which  gave  foreigners  a  right  to  med- 
dle with  the  internal  affairs  of  the  Union,  in  a 
manner  calculated  to  excite  serious  alarm.    The 
l^resident  then  expatiated  on  the  evils  of  the 
public  debts,  and  said  that  he  had  come  Into 
ofllce  the  declared  enemy  of  both  a  national  debt 
and  a  national  bank.    "  If  a  national  bank  was, 
as  is  undeniable,  repudiated  by  the  fhuners  of 
the  constitution,  as  incompatible  with  the  rights 
of  the  States,  and  the  liberties  of  the  people ;  if 
from  the  beginning,  it  has  been  re^^ardea  by  a 
large  portion  of  our  citisens  as  commg  in  direct 
collision  with  that  great  and  vital  amendment  of 
the  constitution,  which  declares  that  all  powers 
not  conferred  by  that  instrument  on  the  general 
government,  are  reserved  to  the  States  and  to 
Sie  people ;  if  it  has  been  viewed  by  them  as 
the  first  f^ceti  step  in  the  march  of  latitudinous 
construction,  which,   unchecked,  would  render 
that  sacred  instrument  of  as  little  value  as  an 
unwritten  constitution,  dependent,  as  it  would 
alone  be,  for  its  meaning,  on  the  interested  inter- 
pretation of  a  dominant  party,  and  affording  no 
security  to  the  rights  of  the  minority ;  if  such  is 
undeniably  the  case,  what  rational  grounds  could 
have  been  conceived  for  anticipating  aught  but 
determined  opposition  to  such  an  institution  at 
the  present  day  f 

"tk>uld  a  different  result  have  been  expected, 
when  the  consequences  whidi  have  flowed  fh>m 
its  creation,  and  particularly  from  its  struggles  to 
perpetuate  its  existence,  had  confirmed  in  so 
striking  a  manner  the  apprehensions  of  its  earliest 
opponents;  when  it  had  been  so  clearly  de- 
monstrated that  a  concentrated  money  power, 
wielding  so  vast  a  capital,  and  combining  such 
incalculable  means  or  influence,  may  in  those 
peculiar  conjunctures,  to  which  this  government 


is  unavoidably  exposed,  prove  an  overmatch  for 
the  political  power  of  the  people  themselves; 
when  the  true  character  of  its  capacity  to  regulate, 
according  to  its  wUl  and  its  interests,  and  the 
interests  of  its  favorites,  the  value  and  production 
of  the  labor  and  property  of  every  man  in  this 
extended  country,  had  been  so  fully  and  fearfully 
developed ;  when  it  was  notorious  that  all  classes 
of  this  great  community  had,  by  means  of  the 
power  and  influence  it  thus  possesses,  been  in- 
fected to  madness  with  a  spirit  of  heedless  specu- 
lation ;  when  it  had  been  seen  that,  secure  m  tiie 
support  of  the  combination  of  influences  by  which 
it  was  surrounded,  it  could  violate  its  charter, 
and  set  the  laws  at  deflance  with  impunity ;  and 
when,  too,  it  had  become  most  apparent^  that,  to 
believe  that  such  an  accumulation  of  powers  can 
never  be  granted  without  the  certainty  of  being 
abused,  was  to  indulge  in  a  flfttal  delusion?      ^    * 

**In  Hen  of  a  national  bank,  or  a  dependence 
npon  banks  of  any  description,  for  the  manage- 
ment of  our  flscal  affairs,  I  recommend  the 
adoption  of  the  system  which  is  now  in  successful 
operation.  That  system  affords  every  requisite 
facility  for  the  transaction  of  the  .pecuniary  con- 
cerns of  the  government;  will,  it  is  confidently 
anticipated,  produce  in  oth^  respects,  many  of 
the  benefits  which  have,  from  time  to  time,  been 
expected  from  the  creation  of  a  national  bank, 
but  which  have  never  been  realized ;  avoid  the 
manifold  evils  of  such  an  institution,  *  *  do 
away,  for  ever,  all  dependence  on  corporate 
bodies,  either  in  raising,  collectiiig,  safekeeping; 
or  disbursing  the  public  revenues ;  and  place  the 
government  equally  above  the  temptation  of 
fostering  a  dangerous  and  unconstitutionisd  insti- 
tution at  home,  or  the  necessity  of  adaj^ting  its 
policnr  to  the  views  and  interests  of  a  stdl  more 
formidable  money  power  abroad. 

**  It  is,  by  adopting  and  carrying  out  these 
principles,  under  circumstances,  the  most  arduous 
and  disoouragincr,  that  the  attempt  has  been  made, 
thus  far  successfully,  to  demonstrate  to  the  people 
of  the  United  States  that  a  national  bank  at  all 
times,  and  a  national  debt,  except  it  be  incurred 
at  a  period  when  the  honor  and  suety  of  the  nation 
demand  the  temporary  sacrifice  of  a  policy,  which 
should  only  be  abandoned  in  such  exigencies,  are 
not  merely  unnecessary,  but  in  direct  and  deadly 
hostility  to  the  principles  of  their  government, 
and  to  their  own  permanent  wel&re. 

**The  progress  made  in  the  development  of 
these  positions,  appears  in  the  preceding  sketch 
of  the  past  histoir  and  present  state  of  the 
financial  concerns  of  the  federal  government.  The 
facts  there  stated  fully  authorize  the  assertion 
that  all  the  purposes,  for  which  government  was 
instituted,  have  been  accomplished  during  four 
years  of  greater  pecuniary  embarrassment,  than 
were  ever  before  experienced  in  time  of  peace, 
and  in  the  fkce  of  opposition,  as  formidable  as 
any  that  was  ever  before  arrayed  against  the 
policy  of  an  administration ;  that  this  has  been 
done  when  the  ordinary  revenues  of  the  govern- 
ment were  generally  decreasing,  as  well  m>m  the 
operation  of  the  laws,  as  the  condition  of  the 
country;  without  the  creation  of  a  permanent 
public  debt,  or  incurring  any  liability,  other  than 
such  as  the  ordinary  resources  of  the  government 
will  speedily  discharge,  and  without  the  agency 
of  anationubank.    *    *    * 
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**The  first,  and  assuredly,  not  the  least,  im- 
portant step  towairds  relieving  the  coantry  from 
the  condition  into  which  it  has  been  plunged  by 
excesses  in  trade,  banking,  and  credits  of  all  kinds, 
was  to  place  the  business  transactions  of  the 
government  itself  on  a  solid  basis ;  giving  and 
receiving  in  all  cases  value  for  value,  and  neither 
countenancing,  nor  encouraging  in  others,  that 
delusive  system  of  credit,  from  which  it  has  been 
found  so  difScult  to  escape,  and  which  has  left 
nothing  behind  it,  but  the  wrecks  that  mark  its 
fatal  career. 

^*That  the  financial  affairs  of  the  government 
are  now,  and  have  been  during  the  whole  period 
of  the  wide  spreading  difficulties,  conducted  with 
a  strict  and  invariable  regard  to  this  great  funda- 
mental principle,  and  that  by  the  assumption  and 
maintenance  of  the  stand  thus  taken  on  the  very 
threshold  of  the  approaching  crisis,  more  than  by 
any  other  cause  or  causes  whatever,  the  com- 
munity at  large  has  been  shielded  from  the 
incalculable  evils  of  a  general  indefinite  suspen- 
sion of  specie  payments,  and  a  consequent  anni- 
hilation for  the  whole  period  it  might  have  lasted, 
of  a  just  and  invariable  standard  of  value,  will,  it 
is  believed  at  this  period,  scarcely  be  questioned. 

**  A  steady  adherence  on  the  part  of  the  govern- 
ment to  the  policy  which  has  product  such 
salutary  results,  aided  by  judicious  state  legis- 
lation, and  what  is  not  less  important,  by  the 
industry,  enterprise,  perseverance,  and  economy 
of  the  American  people,  cannot  fail  to  raise  the 
whole  country,  at  an  early  period,  to  a  state  of 
solid  and  enduring  prosperity,  not  subject  to  be 
again  overthrown  by  the  suspension  of  banks,  or 
the  explosion  of  a  bloated  credit  system." 

476.  The  next  President,  General  Harrison, 
"was  not  so  keen  an  advocate  for  a  metallic  currency 
as  his  predecessors.  He  said,  in  1841,  ^*  connect- 
ed with  this  subject  is  the  character  of  the 
currency.  The  idea  of  making  it  exclusively 
metallic,  however  well  intended,  appears  to  me 
to  be  fraught  with  more  fatal  consequences  than 
any  other  scheme,  having  no  relation  to  the  per- 
sonal rights  of  the  citizen,  that  has  ever  been 
devised.  If  any  single  scheme  could  produce  the 
effect  of  arresting  at  once  that  mutation  of  con- 
dition, by  which  thousands  of  our  most  indigent 
fellow  citizens,  by  their  industry  and  enterprise, 
are  raised  to  the  possession  of  wealth,  that  is  the 
one.  If  there  is  one  measure  better  calculated 
than  another  to  produce  that  state  of  things  so  much 
deprecated  by  all  true  republicans,  by  which  the 
rich  are  daily  adding  to  their  hoards,  and  the 
poor  sinking  deeper  into  penury,  it  is  an  exclusive 
metallic  currency.  Or  if  there  is  a  process  by 
which  the  character  of  the  country  for  generosity, 
and  nobleness  of  feeling,  may  be  destroyed  by 
this  great  increase  and  necessary  toleration  of 
usury,  it  is  an  exclusive  metallic  currency."  In 
this  rhetorical  attack  on  an  exclusively  metallic 
cnrrcncy  General  Harrison  was  fighting  against 
a  shadow,  no  one  proposed  an  exclusively  me- 
tallic currency,  but  only  what  common  honesty 
demanded,  that  the  notes  of  banks  should  be 
really  and  bonaJide,  what  they  professed  to  be, 
convertible  into  specie  at  the  will  of  the  holder, 
and  that  there  should  be  a  sufficient  metallic 
basis  to  the  currency  to  prevent  those  tremendous 
fluctuations  in  it,  which  spread  so  much  ruin  and 
desolation.     Creneral    Harrison,   however,   died 
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before  he  could   unfold  any    policy,  and  was 
succeeded  by  Mr.  Tyler,  who  thus  delivered  his 
sentiments  on  the  subject.    ^*  If  paper  be  used  as 
the  chief  medium  of  circulation,  ana  the  power  be 
vested  in  the  government  of  issuing  it  at  pleasure, 
either  in  the  form  of  treasury  drafts  or  any  other ; 
or  if  banks  be  used  as  the  public  depositories, 
with  liberty  to  regard  all  surplusses  from  day  to 
day,  as  so  much  added  to  their  active  capital, 
prices  are  exposed  to  constant  fluctuations,  and 
industry  to  severe  suffering.    In  the  one  case, 
political  considerations  directed  to  party  purposes 
may  control,  while  excessive  cupimty  may  pre- 
vail on  the  other.    The  public  is  thus  constantly 
liable  to  imposition.  Expansions  and  contractions 
may  follow  each  other  in  rapid  succession — the 
one  engendering  a  reckless  spirit  of  adventure 
and  speculation,  which  embraces  states  as  well  as 
individuals— the  other  causing  a  fall  in  prices, 
and  accomplishing  an  entire  change  in  the  aspect 
of  affaii's.     Stocks  of  all  sorts  rapidly  decline, ' 
individuals  ai*e  ruined,  and  states  embarrassed — 
even  in  their  efforts  to  meet  with  punctuality  the 
interest  on  their  debts.    Such  unhappily  is  the 
condition  of  things  now  existing  in  the  United 
States.    These  effects  may  be  readily  traced  to 
the   causes    above    referred    to.      The    public 
revenues  being  removed  from  the  then  batik  of 
the  United  States,  under  an  order  of  a  late  Presi- 
dent, were  placed  in  selected  State  banks,  which 
actuated  by  the  double  motive  of  conciliating  the 
government,  and  augmenting  their  profits  to  the 
greatest  possible  extent,  enlarged  extravagantly 
their  discounts,  thus  enabling  ail  existing  banks 
to  do  the  same ;  large  dividends  were  declared, 
which    stimulating  the  cupidity  of  capitalists, 
caused  such  a  rush  to  be  made  to  the  legislatures 
of  the  resi)ective  states  for  similar  acts  of  incorpo- 
ration, which,  by  many  of  the  states,  under  a 
temporary  infatuation,  were  readily  granted ;  and 
thus  the  augmentation  of  the  circulating  medium, 
consisting  almost  exclusively  of  paper,  produced 
a  most  fatal  delusion.    An  illustration  derived 
from  the  land  sales  of  the  period  alluded  to,  will 
serve  best  to  shew  the  effect  of  the  whole  system. 
The  average  sales  of  the  public  lands  for  a  period 
of  ten  years  prior  to  1834,  had  not  much  exceeded 
two  millions  of  dollars  per  annum.    In  1 834,  they 
attained  in  round  numbers  to  the  amount  of  six 
millions  of  dollars;  in  the  succeeding  year  of  1835, 
they  reached  sixteen  millions  of  dollars ;  and  the 
next  year  of  1836,  they  amounted  to  the  enormous 
sum    of  twenty-five   millions  of   dollars — thus 
crowding  into  the  short  space  of  three  years,  up- 
wards of  seventy-three  years'  purchase  of  the 
public  domain.    So  apparent  had  become    the 
necessity  of  arresting  this  course  of  things,  that 
the  executive  department  assumed  the    highly 
questionable  power  of  discriminating  in  the  funds 
to  be  used  in  payment  by  different  classes  of  pub- 
lic debtors ;  a  discH-imination  which  was  doubt 
lessly  designed  to  correct  this  most  ruinous  state  of 
things,  by  the  exaction  of  specie  in  all  payments 
of  the  public  lands,  but  which  could  not  at  once 
arrest  the  tide  which  had  so  strongly  set  in. 
Hence  the  demand  for  specie  becoming  unceasing, 
and   corresponding  prostration   rapidly    ensu  d 
under  the  necessities   created  witn  the  banks 
to  curtail  their  discounts,  and  thereby  to  reduce 
their  circulation.    I  recur  to  these  things  with 
no  disposition  to  censm'C  pre-existing  admin- 


194 


BxVNKING  IN  AMERICA. 


BANKING  IN  AMERICA. 


istratloiis  of  the  government,  bat  simply  in 
exemplification  of  the  truth  of  the  position 
which  I  have  assumed.  If  then  any  fiscal 
agent  which  may  be  created,  shall  be  placed 
without  due  restrictions,  either  in  the  haiids  of 
the  administrators  of  the  government,  or  those  of 
private  individuals,  the  temptation  to  abuse  will 
prove  to  be  resistless.  Objects  of  political 
aggrandizement  may  seduce  the  first,  and  the 
promptings  of  a  boundless  cupidity  will  assail 
the  last.  *  *  The  charter  of  the  bank  of  the 
United  States  expired  by  its  own  limitation  in 
1836,  an  effort  was  made  to  renew  it,  which 
received  the  sanction  of  the  two  houses  of  Con- 
gress, but  the  then  President  of  the  United 
States  exercised  his  veto  power,  and  the  mea- 
sure was  defeated.  A  regard  for  the  truth 
requh*es  me  to  say,  that  the  President  was  fully 
sustained  in  the  course  he  had  taken  by  the 
popular  voice.  His  successor  to  the  chair  of 
state  unqualifiedly  pronounced  his  opposition  to 
any  new  charter  of  a  similar  institution;  and 
not  only  the  popular  election  which  brought  him 
into  power,  but  the  elections  through  much  of  his 
term,  seemed  clearly  to  indicate  a  concurrence 
with  him  in  sentiment  on  the  part  of  the  people. 
After  the  public  monies  were  withdi'awn  from  the 
United  States  Bank,  they  were  placed  in  deposit 
with  the  State  banks,  and  the  result  of  that 
policy  has  been  before  the  country.  To  say 
nothing  as  to  the  question  whether  the  experi- 
ment was  made  under  propitious  or  adverse 
circumstances,  it  may  safely  be  asserted  that  it 
did  receive  the  unqualified  condemnation  of  most 
of  its  early  advocates,  and  it  is  believed  was  con- 
demned by  the  i)opular  sentiment." 

477.  From  Uiis  time  the  public  deposits  were 
withdi*awn  firom  the  custody  of  any  banks  what- 
ever, and  kept  in  the  treasury,  and  the  consequence 
has  been  that  while  numerous  crises  of  more  or 
less  severity  have  swept  the  country,  the  credit 
of  the  government,  resting  on  the  solid  foundation 
of  specie,  has  remained  unimpaired.  Having 
j;iven  at  so  great  length  the  history  of  the  changes 
m  the  American  system  of  currency  and  banking, 
we  need  not  enter  into  any  detail  of  its  history 
for  the  last  few  years,  as  no  change  in  its  con- 
stitution has  since  taken  place.  Our  ol^ect  is 
sufficiently  answered,  which  was  to  exhibit  by  a 
sufficiently  full  account,  drawn  exclusively  from 
native  sources,  the  fearful  curse  which  an  ill 
regulated  paper  currency  is  to  a  country.  Many 
persons  in  this  country  consider  that  paper  issues 
are  the  panacea  for  all  commercial  evils,  and 
want  of  employment  of  the  working  classes.  But 
we  have  seen  in  the  preceding  narrative  that  it 
was  the  very  issues  of  paper  which  brought  on 
such  frightful  catastrophes  in  America,  to  which 
there  is  no  parallel  in  this  country.  We  have 
also  seen  how  inaccurate  are  the  views  of  a  sect 
in  this  country,  who  attribute  the  derangement 
of  the  American  currency  to  the  overthrow  of  the 
Bank  of  the  United  States,  as  Sir  Bobert  Peel 
did  in  1844.  We  have  seen  that  in  mismanage- 
ment, in  extravagant  paper  issues,  in  fanning 
vicious  speculation,  in  misappropriating  its  funds 
to  wild  adventures,  that  Bank  was  the  most 
guilty  culprit  of  all,  an  1  so  potent  and  mis- 
chievous was  its  infiuence  in  deranging  the 
commerce  of  the  country,  that  it  fell  amid  the 
umversal  execration  of   the   people.    We  say 


nothing  of  its  political  intrigues,  of  the  question 
of  its  unconstitutionality  or  the  contrary,  which 
do  not  concern  the  subject  in  an  economical  view. 
One  thing  is  certain,  tliat  for  a  considerable  time, 
the  Americans  have  been  perfectly  determined 
not  to  tolerate  again  the  institution  of  a  National 
Bank.  But  a  great  deal  remains  to  be  done  to 
put  the  American  currency  on  a  sound  footing. 
It  may  be  well  perhaps  in  the  early  stages  of  a 
country  to  tolerate  a  small  paper  currency,  bat 
as  it  gets  richer,  it  should  certainly  be  replaced 
by  a  metallic  one.  Hie  security  of  the  notes  in 
America  is  supposed  to  be  maintained  by  the 
dep|06it  of  public  stock,  or  mortgage  on  land, 
besides  convertibility  into  specie.  But  in  the 
Western  States  at  least,  convertibility  into  specie 
is  a  pure  farce.  It  cannot  be  enforced,  and  any 
one  attempting  to  enforce  it  would  run  consider- 
able risk  of  l^ing  very  roughly  handled  by  the 
free  and  enlightened  citizens.  And  the  security 
of  the  funds  and  land  does  not  prevent  the  paper 
being  at  a  considerable  discount.  The  whole 
system  is  manifestly  a  vicious  curcle,  for  paper 
is  issued  on  the  security  of  public  stock  and  land, 
and  when  the  stock  or  land  is  to  be  sold,  what  is 
it  to  be  redeemed  inP  Paper.  Thus  there  is 
nothing  but  x>Aper  to  redeem  paper.  This  is 
Law*s  theory  of  money  which  is  fully  examined 
under  Law. 

The  following  table  shews  the  progress  of  bank- 
ing in  the  United  States  :— 

NuMBEB  OF  Banks  is  each  State. 


1811. 

Massachusetts ...  15 

Maine    6 

New  Hampshire  8 

Vermont  „ 

Rhode  Island  ...  IS 

Connecticut 5 

New  York   8 

New  Jersey 8 

Pennsylvania  ...  4 

Delaware ,. 

Maryland o 

D.  of  Columbia  4 

Yinrinia    1 

N.  Carolina 8 

S.  Carolina 4 

Geoigia 1 

Alabama , 

Mississippi ,, 

Louisiana 1 

Tennessee 1 

Kentucky 1 

Ohio  4 

Indiana ,) 

Illinois  „ 

Missouri    , 

Michigan „ 

Wisconsin ,» 

Nebraska „ 


1816. 
26 
14 
10 

i6 
10 
27 
11 
48 

5 
20 
10 
12 

3 

5 

8 

'i 
8 

4 

2 

21 

II 

II 
II 
II 
II 
11 


1820.    J 

L830. 

185& 

28    . 

66 

173 

16    . 

18 

70 

10    - 

18 

47 

1    - 

10 

41 

30    - 

47 

28 

8    - 

13 

74 

83    - 

37 

294 

14    - 

18 

47 

36    - 

33 

76 

6    - 

6 

11 

14    - 

13 

81 

13    - 

9 

. 

4    . 

4 

6,2 

3    - 

3 

28 

5    . 

5 

20 

4    . 

9 

80 

3    . 

2 

6 

1    - 

1 

2 

4    . 

4 

15 

8    - 

1 

45 

42    . 

ti 

87 

20    - 

li 

49 

II    " 

II 

40 

II    " 
II 

II 
II 

^ 

45 

10 

II    * 

II 

- 

4 

II    " 

It 

- 

66 

■  •        • 

It 

. 

6 

88       286       800       828    1,422 

A  projection  for  erecting  a  Bank  of  Credit  m 
Boston^  Xiew  England^  founded  on  land  security, 
Boston,  1714. 

A  discourse  concerning  the  currency  of  the 
British  Plantations  in  America^  especially  with 
regard  to  their  paper  money*  Boston,  1740,  re-- 
published  in  London,  1751. 

Address  to  the  general  assembly  of  Pennsylvanicu^ 
on  the  abolition  of  the  Bank  Charter.     1785. 

Debates  and  proceedings  of  the  General  As^ 
sembly  of  Pennsylvania^  on  the  memorials  praying 
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a  repeal  or  nuspensian  of  the  law  emnulling  the 
charter  of  the  Banh.    Philadelphia,  1786. 

Eisays;  by  Pelatiab  Webster.  Philadelphia, 
1790.  Contain  an  account  of  the  paper  money 
created  by  the  American  revolutionary  govern- 
ment. 

Desultory  refleciUme  upon  the  ruinous  con- 
sequences of  a  noH-renewat  of  the  Charter  of  the 
Bank  of  the  United  States.    By  Carey,  1810. 

Nine  letters  to  Dr.  Adam  Seghert  By  Carey, 
ISiO. 

Paragraphs  on  Banks.    Philadelphia,  1811. 

Concise  observations  on  the  propriety  of  in- 
corporating  new  hanks,    Philadelphia,  1812. 
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478.  Nothing  could  equal  the  desolation  of 
France,  during  the  closing  years  of  Louis  XIV. 
That  monarch  now  reaped  the  bitter  consequences 
of  the  miscalled  glory  of  the  earlier  portion  of 
his  reign.  He  had  survived  all  the  illustrious 
men  who  had  adorned  the  first  half  of  it.  He,  who 
had  formerly  filled  all  Europe  with  such  terror 
of  his  tremendous  power,  as  to  drive  even  the 
Pope  into  a  league  with  the  heretical  R-ince  of 
Orange,  had  now  lost  all  his  conquests,  his 
soldiers  were  beaten,  his  marshalls  disgraced,  and 
the  frontiers  of  his  kingdom  open  on  all  sides. 
He,  who  had  carried  his  armies  to  the  walls  of 
Amsterdam,  and  devastated  so  many  flourishing 
provinces  with  merciless  cruelty,  was  now  pre- 
pared to  make  extensive  cessions  of  territory. 
For  many  years  the  finances  had  been  in  a  state 
of  the  utmost  disorder.  Even  in  1692  he  had 
been  obliged  to  send  all  his  plate  to  the  Mint  to 
be  coined.  In  1706,  Chamillart,  the  Minister  of 
Finance,  had  paid  the  creditors  of  the  state  in 
paper.  In  1708,  Desmarets,  nephew  of  Colbert, 
was  made  Controleur  General  of  finances. 
The  winter  of  1708-9  was  of  terrible  severity, 
and  a  dreadful  famine  ensued.  The  difficulties 
of  the  state  were  so  great,  that  in  May,  1709, 
the  usual  resource  of  bankrupt  despotism  was 
adopted — a  depreciation  of  the  coinage.  A 
general  re-coinage  was  ordered,  and  the  weight 
diminished,  so  that  out  of  every  13^  old,  18  new 
louis  dor  were  created.  Amid  the  general 
despair,  the  king  alone,  like  some  weather-beaten 
oak  of  the  forest,  bore  gallantly  up,  and  main- 
tained his  courage. 

479.  The  king  died  on  the  1st  September, 
1715,  and  the  terrible  state  of  the  finances  was 
the  first  thing  that  occupied  the  attention  of  the 
Regent  Orleans.  The  resources  of  the  financiers 
were  exhausted.  There  were  only  about  7  or 
800,000  livres  in  the  treasury.  The  amount  of 
the  public  debt  was  not  ascertained,  but  it  was 
supposed  to  amount  to  about  3  milliards,  and  a 
large  portion  of  the  securities  were  at  a  discount 
of  80  to  90  per  cent.  Manufactures  were  des- 
troyed, commerce  was  at  an  end,  and  vast  tracts 
of  country  were  left  uncultivated.  Country 
gentlemen  were  unable  to  educate  their  children. 
The  great  bulk  of  Frenchmen  were  solely  occu- 
pied m  endeavouring  to  provide  their  daily  food. 
The  letters  of  Madame  de  Maintenon,  during  her 
residence  at  St.  Cyr,  are  filled  with  details  of  the 
distresses  of  the  people,  whose  pensions  and 
allowances  were  stopped.  Many  diplomatic  agents 
remained  so  long  without  their  salaries,  that  they 
could  not  pay  the  postage  of  their  letters. 

480.  The  state  of  affitirs  was  so  hopeless,  that 
St.  Simon  boldly  proposed  a  bankruptcy.  The 
council  of  finance  affected  to  be  shocked  at  this 
open  avowal,  but  at  every  meeting  they  were 
occupied  with  devising  schemes  to  evade  the 
payment  of  the  public  debts.  At  last  three 
methods  were  adopted.  I.  A  depreciation  of 
the  coinage.  11.  A  prosecution  of  the  finan- 
ciers, or  farmers  of  the  revenue,  who  were  alleged 
to  have  defirauded  the  treasury.  III.  A  visa 
or  investigation  of  the  titles  of  the  public  cre- 
ditors, to  see  which  might  be  suppressed  or 
reduced,  on  the  pretended  ground  of  usury. 
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481 .  The  lonis  d*or,  which  passed  current  for 
14  livres,  was  called  in  at  16,  and  immediately 
re-issaed  at  20,  being  an  undisguised  bankruptcy. 
Of  the  securities  called  in  to  be  verified,  250 
millions  were  brought  in,  of  these  55  millions 
were  fraudulently  retained  by  the  office,  and  only 
19o  millions  returned  to  the  owners,  and  from 
the  ftnanciers  160  millions  were  recovered. 

482.  John  Law  (Law)  had  previously,  in 
1708,  been  at  Paris,  and  become  acquainted 
with  the  Duke  of  Orleans,  to  whom  his  social 
talents  recommended  him.  He  then  unfolded 
his  financial  schemes  to  the  Duke,  who  recom- 
mended him  to  Desmarets.  The  minister  thought 
very  highly  of  his  knowledge,  but  for  some 
reason  he  incurred  the  displeasure  of  the  govern- 
ment, and  was  ordered  to  quit  the  kingdom. 

483.  On  the  death  of  Louis,  Law  immediately 
returned  to  Paris,  and  was  received  with  open 
arms  by  the  Regent.  The  project  of  the  Royal 
Bank  was  renewed.  Law  addressed  several 
memoirs  and  letters  to  the  Regent,  explaining  the 
nature  of  Banks  and  credit,  and  the  benefits  they 
had  produced  in  the  states  in  which  they  had 
been  adopted.  These  memoirs  and  letters  con- 
tain nothing  which  is  not  perfectly  sound,  and 
are  not  tainted  with  that  peculiar  theory  of 
money,  which  we  call  Lawism,  The  Regent 
supported  the  plan  with  all  his  power.  On  the 
24th  October,  1715,  a  council  extiaordinary  was 
held  to  consider  the  subject,  to  which  several 
other  eminent  persons  were  invited.  It  was 
proposed  to  erect  a  Royal  Bank,  into  which  all 
the  revenues  of  the  kingdom  should  be  paid,  and 
which  should  issue  notes  of  the  value  of  10,  100, 
and  1000  of  the  current  Scus,  These  notes  were 
to  be  payable  to  bearer  on  demand,  and  might  be 
used  in  all  commercial  transactions.  But  their 
acceptance  was  to  be  purely  voluntary.  The 
council  however,  led  by  the  Due  de  Noailles, 
who  was  jealous  of  the  Regent,  and  tried  to 
thwart  him  in  every  way,  unanimously  rejected 
the  plan,  and  the  Regent  was  obliged  to  acquiesce. 

484.  The  Regent,  however,  was  determined  to 
persevere,  and  having  privately  talked  over  the 
Members,  a  second  sitting  was  held,  at  which 
Law  attended  to  give  explanations,  and  a  project 
on  a  smaller  scale  was  brought  forward.  Law 
only  asked  to  be  allowed  to  establish  a  private 
banking  company,  with  his  own  capital,  and  to 
carry  it  on  under  the  eye  of  the  minister.  St. 
Simon  was  the  only  opponent,  and  the  letters- 
patent  were  granted  on  the  2nd  May,  1716. 

485.  The  capital  of  the  Bank  was  divided 
into  1,200  shares  of  5,000  livres  each.  Subscri- 
bers were  allowed  to  pay  three  fourths  in  public 
securities,  and  one  fourth  in  money.  Thus, 
4,500,000  livres  of  depreciated  public  stock  were 
taken  out  of  circulation.  This  we  have  already 
seen  (Banking  in  England,  §  82^  was  exactly 
the  same  plan  as  was  adopted  m  England  to 
support  public  credit  in  1697,  when  the  new 
subscriptions  to  the  Bank  were  received  partly 
in  its  own  depreciated  notes,  and  partly  in 
exchequer  tallies  at  a  heavy  discount. 

486.  The  Bank  commenced  operations  in 
June,  1716.  It  was  in  every  respect  a  similar 
institution  to  the  Bank  of  England.  It  issued 
its  own  notes  on  the  deposit  of  bullion  and  in  the 
discount  of  bills  of  exchange.  But  what  greatly 
increased  its  credit  both  at  home. and   abroad 


was,  that  it  undertook  to  cash  its  notes  in  money 
of  a  fixed  weight  and  fineness,  and  not  in  livres 
toumoisy  the  cmTent  money,  which  varied  ac- 
cording to  the  caprice  of  the  king.  It  thus  insured 
a  uniform  standard  of  payment,  and  put  an  end 
to  those  atrocious  alterations  of  the  currency, 
which  were  the  terror  of  all  dealings  in  credit. 
Moreover  foreigners  who  placed  their  money  in 
the  bank  were  exempted  from  the  droit  d'attbaine^ 
by  which  the  property  of  all  foreigners  dying  in 
France  was  confiscated  to  the  crown. 

487.  The  effects  of  the  new  Bank,  thus  insur- 
ing a  uniform  standard  of  payment,  and  discount- 
ing bills,  was  marvellous.  It  was  instantaneously 
felt  like  magic  thi'oughout  the  whole  country. 
The  exchanges  immediately  turned  in  favor  of 
France.  Foreigners  hastened  to  purchase  when 
they  were  assured  of  a  fixed  currency.  Mer- 
chants resumed  business,  manufacturers  were  at 
full  work,  the  rate  of  interest  was  lowered.  The 
contemporary  native  writers  all  bear  witness 
that  the  recovery  of  the  country  from  its  state  of 
prostration  was  incredibly  quick.  The  Regent 
did  all  he  could  to  favor  the  new  Bank.  In 
October,  1716,  all  the  officers  of  the  revenue 
were  ordered  to  make  their  remittances  in  its 
notes,  and  to  cash  them  at  sight,  so  that  all  the 
finance  offices  of  the  state  became  in  fact  branches 
of  the  Bank.  In  two  yeai*s  50  millions  of  notes 
were  issued.  By  this  means  the  Bank  had 
become  very  much  what  it  had  been  intended  to 
be  at  its  first  projection.  Up  to  this  time  it  was 
eminently  prosperous,  and  was  conducted  on  the 
soundest  principles,  and  if  it  had  been  let  alone, 
and  conducted  on  the  same  principles,  it  would 
have  conferred  on  France  the  same  benefits  as 
the  Bank  of  England  did  to  this  country. 

488.  But,  unfortunately.  Law  having  now 
attained  so  firm  a  position,  in  despite  of  the  par- 
liament, which  hated  him  as  a  foreigner  and  a 
heretic,  and  of  the  bankers  and  money  dealers 
whose  trade  he  injured,  began  now  to  plan  those 
gigantic  schemes  of  speculation,  and  to  carry  out 
his  own  peculiar  views  of  paper  money,  which 
ended  with  so  terrible  a  catastrophe,  and  swal- 
lowed up  this  flourishing  establishment. 

489.  Towards  the  end  of  the  17th  century, 
some  gallant  French  adventurers  had  sailed  up 
the  St.  Lawrence,  and  discovered  those  magnifi- 
cent inland  seas,  of  which  it  is  the  outlet.  The 
Indians  spoke  of  a  mighty  rivei*  which  ran  a 
southerly  course.  Marvellous  tales  of  the 
*^  Father  of  waters,"  reached  Quebec,  and  a 
merchant  named  Joliet,  and  a  missionary,  Mar- 
quette, who  had  labored  among  the  Indians  for 
years,  were  fired  with  zeal  to  discover  the 
mighty  stream,  and  win  fresh  triumphs  for  the 
Cross.  On  the  10th  June,  1673,  these  two  men 
with  five  companions,  to  the  astonishment  of  the 
Indians,  who  sought  to  dissuade  them  from  the 
incredible  task,  struck  across  the  country,  and 
embarked  on  the  Wisconsin.  A  voyage  of  seven 
days  launched  them  on  the  Great  River,  which 
had  never  been  seen  by  a  European  eye  but  once, 
140  years  before.  The  travellers  descended  to 
the  village  of  Arkansea,  a  little  below  the  junction 
of  the  Arkansas,  took  possession  of  the  country  in 
the  name  of  France,  and  returned  to  Quebec  to 
publish  these  marvels. 

490.  The  good  Marquette  slept  by  the 
stream,  which  bears  his  name,  the  lone  European 


BANKING  IN  FRANCE. 


BANKING  IN  FRANCE, 


197 


among  the  flock  he  had  won  to  the  Cross.  Bat 
the  torch  of  discovery  was  taken  up  by  Cavelier 
de  la  Salle,  a  jesnit  trader,  who  lived  on  Lake 
Ontario,  and  received  a  large  grant  of  land,  upon 
which  Kingston,  then  called  Fort  Frontenac,  now 
stands.  Joliet  spread  the  news  of  the  new  tbnnd 
regions  as  he  passed,  and  La  Salle,  who  was  filled 
with  enthusiasm  for  discovery,  by  reading  the 
voyages  of  Columbns  and  De  Soto,  immediately 
conceived  the  idea  of  seizing  and  colonizing  the 
country.  He  hastened  to  France,  and  the  design 
salted  the  magnificent  ideas  of  Colbert,  who 
granted  him  a  monopoly  of  the  trade  in  buffalo 
skins,  and  empowered  him  to  explore  the  Great 
Biver.  After  innumerable  adventures  and  hai*d- 
ships,  La  Salle  and  his  party,  in  1682,  navigated 
the  river  in  its  whole  course  from  the  falls  to  the 
sea.  He  took  possession  of  this  enormous  tract, 
in  the  name  of  France,  and  gave  it  the  name  of 
Liouisiana. 

491.  When  La  Salle  returned  to  France, 
Colbert  was  dead,  but  his  son  adopted  his  plans. 
In  1684,  the  first  colonists  were  sent  out  to  take 
possession  of  the  country.  But  their  course  was 
one  series  of  disasters,  chiefly  owing  to  in- 
ternal dissensions.  They  missed  the  mouth  of 
the  river,  and  landed  in  Texas,  where  the  first 
settlement  was  made.  After  numerous  mis- 
fortunes and  hardships,  La  Salle  set  out,  with  a 
few  companions,  to  make  his  way  to  Canada,  but 
on  the  way  some  of  his  party  mutinied,  and  shot 
him.  After  this  the  colony  languished  for  many 
years.  In  1712  there  were  but  twenty -eight 
French  families  in  it.  In  that  year  Louis  XiV. 
conferred  an  exclusive  monopoly  of  the  trade  of 
that  vast  region  on  Anthony  Crozat,  au 
eminent  French  merchant.  In  a  short  time, 
specnlation  began  to  be  directed  to  the  new  terri- 
tory, by  the  report  of  immense  mines  of  gold  and 
silver.  But  the  exclusive  power  of  Crozat  gave 
great  offence  to  his  countrymen,  who  thwarted 
him  in  every  way,  and  in  1717  he  was  induced 
to  abandon  his  charter.  At  this  time  the  French 
inhabitants  were  about  700. 

492.  Law  immediately  saw  that  his  great 
opportunity  was  come,  and  that  now  was  the 
time  to  try  his  currency  theories  on  a  grand  scale. 
As  Crozat  was  unable  to  keep  possession  of  his 
grant,  Law  determined  to  succeed  him.  in 
Angnst,  1717,  the  Western  Company  was  erected 
by  letters  patent.  The  king  assigned  over  to 
it,  in  full  property,  all  the  lands  discovered,  and 
to  be  discovered,  in  Louisiana,  with  sovereign 
rights,  for  25  years.  All  its  forts,  ammunition, 
money,  &C.,  as  well  as  the  beaver  trade  with 
Canada,  were  included  in  the  gift. 

493.  The  capital  of  the  Company  was  fixed 
at  200,000  shares,  of  fiOOiivres  each,  which  might 
be  paid  in  any  species  of  public  security.  This 
operation  was  similar  to  the  tbuudation  of  the 
iBank  of  Enghmd,  and  Law*s  own  Bank.  One 
hundred  millions  of  depreciated  public  stock  were 
thus  absorbed,  and  the  creditors  of  the  state 
became  a  vast  corporation,  highly  favoured  by 
it.  The  interest  of  the  capital  stock  was  fixed 
at  4  per  cent,  and  was  punctually  paid  at  Law^s 
Bank.  The  public  securities,  which  were  at 
75  per  cent,  discount,  immediately  rose  to  par, 
and  pnblic  credit  was  greatly  benefited. 

484.   Jla  far  as  the  operation  had  gone,  this 
exactly  what  had  been  done  to  restore  public 


credit  in  England,  in  1697,  and  was  somewhat 
similar  to  the  Bank  of  St.  George,  at  Genoa, 
which  was  an  association  of  the  creditors  of  the 
state,  to  whom  the  Island  of  Corsica  was  made 
over  in  full  sovereignty,  as  a  security  for  their 
debts.  And,  as  far  as  we  have  gone,  there  was 
notliing  objectionable  in  the  constitution  of  the 
Western  Company,  and  if  it  had  been  prudently 
managed,  it  might,  in  process  of  time,  have 
attained  as  great  fame  and  power  as  our  own 
East  India  Company. 

495.  Lord  John  Kussell,  (History  of  Europe 
from  the  Peace  of  Utrecht^  Vol,  IL^  p.  206),  aud 
an  able  French  economist,  M.  Levasseur,  in 
describing  this  operation,  {HeckercheM  historiques 
sttr  le  Mjfsteme  de  Law^  p,  64,)  have  found  con- 
siderable fault  with  the  mode  of  forming  the 
capital  of  the  Company.  M.  Levasseur  main- 
tains that  it  was  fictitious,  and  that  as  the  pnblic 
securities  were  at  a  discount  of  75  per  ceut.,  the 
real  capital  was  only  25  millions.  But  his  ai-gu- 
ment  appears  to  us  to  be  incorrect.  The  reason 
why  these  securities  were  at  so  heavy  a  discount 
was,  that  the  interest  was  so  irregularly  paid. 
As  soon  as  the  interest  was  punctually  paid,  the 
value  of  the  stock  naturally  rose  to  par, — and  it 
was  justly  rated  at  its  par  value.  It  was  the 
precise  plan  adopted  in  increasing  the  capital  of 
the  Bank  of  England  in  1697,  and  no  one  ever 
impugned  the  operation. 

496.  On  the  28th  August,  1717,  the  Regent 
sent  the  edict  for  creating  the  Western  Company 
to  be  registered  by  the  Parliament,  along  with 
some  others.  That  body  declined  to  consider  the 
subject  until  the  Regent  should  have  given  in  a 
full  and  detailed  account  of  the  fiuances  of  the 
kingdom.  The  Due  de  Noailles,  who  had  always 
hated  Law,  and  thrown  every  obstacle  in  his 
way,  actively  opposed  him.  The  Chancellor 
D'Aguesseau  sided  with  Koailles.  On  the  28th 
Januai-y,  1718,  the  Chancellor  was  dismissed 
from  his  ofiice,  and  ordered  to  exile  himself  to  his 
country  seat.  The  Duke  hastened  to  resign,  and 
both  were  succeeded  by  Argenson. 

497.  The  Regent  was  mightily  offended  at 
the  opposition  of  the  Parliament,  and  on  the 
28th  May,  1718,  a  decree  for  depreciating  the 
coinage,  by  raising  the  marc  of  silver  from  40  to 
60  livres,  was  passed  by  the  Council,  but  not 
sent  to  the  Parliament  for  registration.  On  the 
2nd  June,  all  Paris  was  confounded  by  seeing 
the  decree  placarded  on  the  walls,  without  the 
Parliament  having  heard  a  word  about  it.  A 
most  furious  contest  immediately  began  between 
the  Regent  and  the  Parliameuc,  which  at  one 
time  almost  threatened  a  civil  war.  The  Par- 
liament denied  that  the  edict  had  the  force  of  law 
until  registered  by  them.  The  Regent  replied 
with  unanswei-able  logic,  that  in  an  absolute 
monarchy  the  sovereign  was  the  sole  source  of 
law,  and  no  inferior  body,  who  derived  their 
authority  from  his  will,  could  participate  in  it. 
He  shewed  by  precedents,  that  sending  such 
edicts  to  the  Parliament  was  mei*ely  a  convenient 
way  of  making  them  known  to  the  public,  and 
was  not  necessaiy  to  give  them  l^al  force.  The 
Parliament,  thus  foiled  in  argument,  determined 
to  revenge  themselves  on  Law,  as  the  supposed 
author,  of  the  edict. 

498.  On  the  12th  of  August,  it  published  a 
decree  attacking  Law's  Banking  Company,    it 
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ordered  that  the  operations  of  the  Bank  should 
be  confined  to  those  specified  in  the  letters-patent 
of  the  2nd  and  20th  May,  1716,  constituting  it, 
and  forbade  it,  or  any  of  its  directors,  o^ers, 
or  servants,  directly  or  indirectly,  to  retain  pos- 
session of  any  of  the  public  moneys,  or  to  make 
itse  of  them  in  its  business,  nnder  heavy  penal- 
ties. That  all  receivers  of  the  public  moneys 
should  keep  them  in  their  own  custody,  and 
should  be  personally  responsible  for  them.  All 
foreigners,  even  though  naturalized,  were  for- 
bidden to  interfere,  directly  or  indirectly,  in  the 
management  of  the  finances. 

499.  For  several  days  the  Parliament  did  not 
dare  to  publish  this  decree,  but  on  the  18th  of 
August,  its  officers  read  it  in  the  presence  of  the 
people,  and  copies  were  sent  to  the  proper  magis- 
trates. The  Council  was  equally  energetic.  It 
quashed  the  decree  of  the  12th  of  August  as 
treasonable,  and  declared  that  in  future  the  Par- 
liament must  make  any  objection  to  a  decree 
within  a  week  of  its  presentation,  and  i^r  that 
time  it  should  be  held  as  registered. 

500.  The  Parliament  was  prepared  to  adopt 
the  most  violent  measures.  It  proposed  to  arrest 
Law  by  its  officers,  shut  the  gates  of  the  court, 
hang  him,  and  then  let  in  the  people  to  see  his 
corpse.  Law,  waimed  of  his  danger,  took  refuge 
at  the  Palais  Royal.  Argenson  was  not  a  man 
to  be  cowed  by  the  Parliament,  and  a  bed  of 
justice  was  inunediately  resolved  on.  At  six  in 
the  morning,  of  the  26th  of  August,  the  Parlia- 
ment was  ordered  to  attend  at  the  Tuileries  at 
10  o'clock.  Every  preparation  had  been  made 
for  the  coup  cTStat^  and  to  render  resistance  hope- 
less. Pans  was  strongly  occupied  by  troops. 
St.  Simon  (Vol.  XVIL,  chaps.  1—9,  edit.  1829') 
has  given  the  details  of  this  gi*eat  event  witn 
great  fullness.  The  Regent  gained  a  complete 
triumph.  The  Parliament  was  ordered  to  regis- 
ter the  decree  of  the  21st  August,  and  reminded 
that  its  duty  was  to  render  justice  between  man 
and  man,  and  not  to  meddle  with  financial  affairs. 
It  was  ordered  not  to  delay  the  registration  of 
any  edict  more  than  eight  days,  after  that  it  was 
to  be  held  as  registered.  The  Parliament  did 
not  dare  to  disobey,  the  edicts  were  registered, 
and  its  friends  otherwise  humiliated. 

501.  The  Regent  had  now  completely  con- 
quered all  opposition,  and  determined  to  carry 
out  the  plans  of  Law  on  a  grand  scale.  On  the 
4th  of  December,  1718,  a  secret  council  was  held, 
to  which  only  the  Due  d'Antin,  the  Due  de 
Bourbon,  and  Argenson  were  summoned,  to 
pass  an  edict,  prepared  by  Law,  to  carry  out  the 
"System,"  to  be  presented  to  the  Parliament. 
Argenson  was  aghast  at  the  daring  magnitude 
of  the  scheme,  Antin  was  only  a  timid  courtier, 
and  Bourbon  was  actuated  by  the  hope  of  profit. 
The  determination  of  the  Regent  was  successful, 
and  on  the  following  day  the  edict  was  sent  to 
the  Parliament  to  be  registered.  It  was  rejected 
by  a  majority  of  84  to  23.  Law  was  detested  as 
a  foreigner  and  a  Protestant.  The  Parliament 
was  alarmed  at  the  magnitude  of  the  scheme,  and 
protested  against  the  degradation  of  the  king  into 
a  banker  and  merchant.  But  all  resistance  was 
useless :  on  the  12th  of  December,  the  decree  was 
held  as  registered,  and  had  the  force  of  law. 

502.  By  this  decree  the  Banking  Company 
of  Law  was  erected  into  a  Royal  Bank.    The 


original  capital  was  repaid  to  the  shareholders, 
and  1,200  shares  in  the  Western  Company,  which 
it  had  purchased,  were  held  as  security  for  its 
notes.  These  were  declared  to  be  no  longer  pay- 
able in  a  fixed  standard,  as  heretofore,  but  in  the 
current  coin  of  the  day,  which  was  always  liable 
to  be  altered  at  the  arbitrary  will  of  the  govern- 
ment. From  the  1st  of  January,  1719,  in  Paris, 
and  from  the  1st  of  March  in  the  provinces, 
silver  was  forbidden  to  be  used  in  all  payments 
above  600  livres,  which  were  only  to  be  made  in 
gold,  or  bank  notes.  As  there  was  scarcely  any 
gold  in  the  kingdom,  this  practically  made  bank 
notes  the  only  legal  tender  for.  such  sums.  Five 
branches  were  established,  at  Lyons,  La  Rocfaelle, 
Tours,  Orleans  and  Amiens. 

503.  In  August,  1718,  the  first  party  of 
colonists,  800  in  nudiber,  in  three  vessels,  arrived 
safely  at  their  destination,  and  the  City  of  New 
Orleans  was  founded  on  an  advantageous  site, 
which  had  been  selected  in  anticipation  of  their 
arrival,  as  the  capital  of  the  new  empire.  But 
the  shares  of  the  Company  had  fallen  to  a  heavy 
discount  at  home.  They  were  only  at  800  livres 
in  the  market,  and  the  enterprise  was  languishing. 
Law  saw  that  it  was  necessary  to  adopt  some 
financial  operation  to  raise  their  value.^  He 
bought  up  two  hundred  at  par,  to  be  pud  in  six 
months,  and  he  offered  to  forfeit  40,000  livres,  if 
he  failed  in  his  engagement.  This  gave  the 
public  more  confidence,  persuaded  that  the  author 
of  the  scheme  would  not  risk  so  much  of  his  own 
means  in  it  without  solid  grounds,  they  began  to 
buy  them  up,  and  they  soon  rose  to  par. 

504.  The  government  and  possession  of  such 
a  gigantic  territory,  as  Louisiana  then  was, 
would  have  been  suf^cient  to  have  satisfied  the 
ambition  and  talents  of  most  men,  but  this  was 
but  a  small  part  of  Law*s  audacious  scheme, 
which  was  nothing  less  than  to  absorb  the  whole 
trade  and  finances  of  the  country.  He  began  by 
buying  up  and  absorbing  every  rival  company 
that  stood  in  his  way,  and  for  each  absorption 
new  shares  were  created.  In  December,  1718,  he 
acquired  the  monoply  of  the  Atlantic  trade,  and 
bought  up  for  1,600,000  livres,  the  privileges  and 
stock  and  materials  of  all  sorts,  including  eleven 
well  equipped  vessels  of  the  Company  of  Senegal. 
He  also  bought  up  the  monoply  for  nine  years  of 
the  manufacture  and  sale  of  tobacco,  for  an  annual 
rent  of  4,020,000  livres.  It  had  previously 
yielded  only  two  millions.  The  state  thus  gained 
two  millions,  and  was,  in  fact,  released  from  the 
payment  of  the  interest  on  the  capital  of  the 
Company. 

505.  The  company  began  now  rapidly  to 
push  on  its  operations.  In  May,  1719,  it  had 
3,577,000  livres  in  its  coffers,  a  fleet  of  21  vessels, 
and  an  immense  quantity  of  merchandize.  In 
the  b^inning  of  1719,  ten  vessels  were  sent 
out  with  700  soldiers,  and  500  colonists,  and 
great  quantities  of  stores  of  all  sorts.  The  colo- 
nists who  had  preceded  them  had  satisfied  them- 
selves of  the  inexhaustible  resources  of  these 
untrodden  regions. 

506.  With  one  or  two  insignificant  exceptiona, 
the  whole  ocean  commerce  S^  France  was  now 
given  over  to  the  company,  and  that  of  the 
Mediterranean  was  soon  added  to  it.  In  Jnly, 
1719,  it  absorbed  the  African  Company,  and  on 
this  occasion  50,000   new  shares  were  created. 
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which  were  payable  in  bank  notes,  or  gold,  or 
sOver. 

507.  What  a  position  for  this  Scotch  adyen- 
tiirer !  A  fngitiye  from  his  own  country,  and 
dismissed  from  several  of  the  Courts  of  Europe, 
he  had  now  vanquished  the  Parliament,  the 
highest  princes  of  the  blood,  and  the  chancellor 
D*Aguessean.  He  was  in  absolute  possession  of 
avast  territory,  and  all  the  maritime  commerce  of 
France,  which  had  no  communication  with 
foreign  countries,  except  through  the  intervention 
of  his  Company.  He  now  determined  to  bring 
all  the  resources  of  stock-jobbing  into  play,  to 
force  up  the  value  of  the  shares.  The  50,000 
new  ones  were  issued  at  a  premium  of  10  per 
cent.  This  at  once  netted  a  profit  of  2,500,000 
for  the  company.  Two  months  after,  the  original 
shares  were  at  1,000  livres.  Speculation  now 
fairly  set  in,  and  such  crowds  rushed  to  buy, 
that  Law  made  an  edict  on  the  30th  June,  that 
each  purchaser  of  a  new  share,  must  possess  four 
old  ones.  The  original  shares  were  called  merest 
and  the  new  ones  JUUs.  To  find  the  means  of 
purchasing  these  shares,  the  Bank  created,  by 
two  ordinances,  of  the  10th  June,  and  the  20th 
Jnly,  notes  to  the  amount  of  290,000,000  livres, 
and  it  then  had  400  millions  in  circulation,  and 
on  the  same  day,  the  privilege  of  coining  money 
for  nine  years  was  ceded  to  the  Company. 

508.  On  the  27th  July,  50,000  shares  of  500 
livres  were  created,  and  issued  at  1,000,  to  pay  for 
the  coinage  monopoly,  fbr  which  Law  had  agreed 
to  pay  50  millions,  in  15  equal  monthly  payments. 
No  one  could  obtain  one  of  these  new  shares 
without  presenting /mir  nUres  and  one  MUy  and 
ihejwerecaJiledpeiUesJilles.  Law  still  further 
stimulated  jobbing,  by  promising  two  annual 
dividends,  of  6  per  cent.  each.  On  the  27th 
August,  the  company  obtained  a  grant  to  farm 
all  the  indirect  taxes  of  France,  at  an  annual 
rent  of  52  millions,  and  on  the  27th  September, 
the  greater  portion  of  the  remaining  taxes,  too 
numerous  to  mention.  It  is  only  justice  to  say 
that  immense  improvements  were  effected  in  their 
collection.  Hosts  of  petty  tjrrants  were  swept 
away,  and  all  taxes  were  paid  direct  to  the  Com- 
pany, to  the  great  relief  of  the  taxpayers.  Law 
ftirther  made  great  efforts  of  the  most  enlightened 
nature,  to  diminish  the  impediments  to  com- 
merce, to  improve  communications,  and  to  over- 
throw the  system  which  had  been  reared  with 
so  much  unhappy  industry  by  Colbert.  The 
Company  voluntarily  abandoned  the  monopoly 
of  the  sale  of  tobacco,  and  declared  the  trade 
free,  but  subject  to  a  moderate  duty. 

509.  Law  now  undertook  a  great  financial 

Juration,  no  less  than  to  pay  off  the  remainder 
the  national  creditors.  For  this  purpose,  he 
undertook  to  advance  to  the  state  1,500  millions, 
for  which  he  was  to  receive  three  per  cent,  in- 
terest, which  would  relieve  the  treasury  to  the 
amount  of  15  millions  a-year.  This  was  done  by 
the  creation  of  new  shares.  On  the  13th  Sept. 
1719,  100,000  new  shares  were  created  of  500 
livres,  but  so  strong  was  the  tide  of  speculation, 
that  they  were  issued  at  the  price  of  5,000  livres, 
but  the  buyers  might  pay  in  ten  equal  payments 
of  500  livres.  Thus,  one  third  of  the  payment 
was  provided  for  at  a  single  stroke.  The  facility 
of  paying  by  instalments  created  a  fever  of 
speculation.    People  rushed  in  to  buy,  with  the 


hope  of  selling  again  at  a  profit.  We  must  re- 
frain here  from  giving  the  amusing  anecdotes  to 
be  found  in  all  writers  on  this  crisis,  and  some  of 
which  are  given  under  Law,  as  we  are  dealing 
here  only  with  financial  questions.  The  new 
shares  rose,  in  a  few  days,  to  8,000  livres.  By 
decrees  of  the  22nd  and  25th  September,  pay- 
ment might  be  made  in  Government  securities, 
or  bank  notes. 

510.  The  success  of  this  issue  was  so  great, 
that  on  the  28th  of  the  same  month  a  fresh  crea- 
tion of  the  same  amount,  and  on  the  same  terms, 
was  made.  On  the  2nd  October,  a  thu*d  issue  of 
the  same  amount  completed  the  1,500  millions, 
promised  to  the  state,  and  Law  was  now  so  inde- 
pendent of  the  authorities,  that,  on  the  4th,  a 
supplementary  issue  of  24,000  shares  was  created, 
without  even  the  formality  of  a  decree.  As  the 
time  for  paying  the  instalments  drew  near,  the 
price  of  the  shares  began  to  waver,  as  most 
persons  had  bought  them  with  neither  the  inten- 
tion nor  the  means  of  paying  for  them,  but  only 
for  speculation.  As  the  consequences  of  a  decline 
might  have  been  fatal,  a  decree  of  the  20th  Oct. 
ordered,  that  the  nine  last  payments,  which  should 
have  been  made  monthly,  should  be  made  at  three 
intervals,  of  three  months  each.  The  purchasers 
had  thus  two  more  months  to  speculate  with 
them,  and  the  price  continued  to  rise,  and  soon 
reached  10,000  livres.  In  less  than  three  years 
the  paper  obligations  of  Law  amounted  to  ten 
milliards,  or  about  £400,000,000  of  nominal  value. 
Of  these,  6,333  millions  were  shares  of  different 
sorts,  and  the  remainder  bank  notes. 

511.  Speculation  was  at  its  height  during  the 
last  months  of  1719;  in  November  and  December 
the  shares  reached  the  price  of  10,000  livi*es.  As 
usual,  under  such  circumstances,  a  number  of 
persons  began  to  see  that  the  delusion  could  not 
be  kept  up  much  longer,  and  began  to  realise,  and 
carry  away  the  proceeds  out  of  the  country,  in 
specie  and  jewels.  The  prices  of  merchandize 
and  the  necessaries  of  life  rose  immensely.  Coffee 
rose  from  50  sous  to  18  livres  the  pound;  wax 
candles  from  32  sous  to  nine  livres ;  cloth  rose  to 
25  livres  the  ell ;  velvet  to  42.  A  hackney  coach 
cost  40  livres  the  day ;  silk  stockings  40  livres  the 
pair,  and  everything  else  in  proportion.  On  the 
1 6th  January,  1720,  the  Parliament  undertook 
the  impossible  task  of  attempting  to  lower  the 
prices,  and  diminish  the  scarcity  of  articles  of 
prime  necessity.  Its  efforts,  of  course,  were  use- 
less, and  it  soon  gave  them  up.  The  excessive 
deamess  of  food  and  necessaries  fell  with  great 
severity  on  clerks,  and  ^mall  annuitants,  and 
workmen,  who  received  no  increase  of  wages  pro- 
portionate to  the  rise  of  prices,  and  who  were 
paid  in  bank  notes.  Shopkeepers,  however,  and 
all  traders,  soon  made  a  very  sensible  difference 
between  payments  in  cash,  and  payments  in 
paper. 

512.  Law  now  felt  that  the  whole  edifice  of 
this  bloated  credit  was  tottering,  and  the  most 
violent  measures  were  resorted  to  to  sustain  the 
value  of  the  paper,  just  as  always  has  been  done 
in  similar  circumstances.  The  extraordinary 
creations  of  bank  notes  fully  explain  this.  While 
Law*s  private  bank  existed,  it  only  issned  61 
millions  of  notes  in  eighteen  months,  and  it  had 
32  millions  of  specie  in  deposit.  But  when  the 
bank  became  the  Royal  Bank,  and  Law*s  theory 
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of  money  was  fully  carried  out,  the  following 
creations  were  made  by  Royal  ordinance,  in  one 
year,  1719  :— 


On  the  5th  January  . 
nth  February 
Ist  April  .  . 
10th  June  .  . 
26th  July  .  . 
I2th  September 
24th  October  . 
29th  December 


18,000,000  Uv. 

20,000,000 

21,000,000 

50,000,000 
240,000,000 
120,000,000 
120,000,000 
860,000,000 


949,000,000  liv. 
Notes  of  Law's  Bank     .    .    .    61,000,000 
Amount  of  forged  notes  supposed 
to  be  in  oirculation    .    .    .    50,000,000 

1,060,000,000  liv. 

This  enormous  iwue  created  so  much  alarm 
that  it  was  publicly  annonnced  that  no  more 
should  be  issued  on  any  pretence.  They  were 
already  at  a  heavy  discount; — at  Lille,  at  18  per 
cent. ;  in  Burgundy  and  Champagne,  they  were 
utterly  refused,  reople  prcferr^  to  make  no 
sales  at  all,  rather  than  take  them.  In  February, 
1720,  there  was  almost  an  ^meute  in  the  market 
of  Poissy.  The  butchers  refiised  to  receive  the 
notw*  in  payment  of  meat,  and  Paris  was  in 
danger  of  being  starved,  if  specie  had  not  been 
sent  to  them. 

513.  Law  seeing  the  danger  of  the  credit  of 
the  notes  being  entirely  ruined,  adopted  the  most 
violent  measures  to  throw  discredit  on  specie,  and 
drive  it  out  of  circulation.  The  shares  of  the 
Company  could  only  be  paid  for  in  public  secu- 
rities and  bank  notes,  specie  was  altogether 
refused.  On  the  1  st  of  December,  1 719,  the  bank 
was  forbidden  to  buy  any  more  specie  with  its 
notes.  The  Company  was  ordered  to  receive 
nothing  but  notes  in  payment  of  taxes,  bank 
notes  were  made  the  only  legal  tender,  creditors 
were  ordered  to  disregard  all  offers  of  payment 
In  money.  In  commercial  transactions  no  pay- 
ments of  gi-eater  amount  than  10  livres  In  silver, 
and  300  in  gold,  were  allowed.  For  lower 
amounts,  the  Company  only  received  specie  at  a 
discount  of  5  per  cent.  Bills  of  exchange  could 
not  be  paid  in  money.  The  bank  relaxed  its 
rule  a  little,  and  agreed  to  sell  its  notes  for  gold 
at  a  premium  of  5  per  cent.  On  the  28th  Jan- 
uary, 1720,  another  proclamation  made  notes 
legal  tender  throughout  the  kingdom,  and  on  the 
28th  April,  all  who  paid  their  taxes  in  noted  were 
allowed  a  discount  of  10  per  ci'iit. 

514.  In  issuing  this  immense  quantity  of 
paper.  Law  was  only  followii^  out  the  principles 
of  his  system,  and  indeed  it  is  only  just  to  say, 
following  out  to  its  legitimate  conclusion,  the 
prevailing  theory  of  money  of  his  day,  and  one 
which  is  even  now  very  extensively  prevalent. 
But  when  he  saw  it  producing  the  fruits  of  a  false 
theorj',  he  utterly  broke  through  all  his  own  prin- 
ciples. In  his  Mimoires  sur  les  Barques^  and  his 
letters  to  the  recent,  he  had  strenuously  main- 
tained the  doctrine  that  the  king  should  never 
tamper  with  the  coinage,  or  alter  it  in  weight, 
fineness,  and  denomination.  In  his  treatise. 
Money  and  Trade  considered^  which  is  a  fiiU 
exposition  of  his  theory,  he  does  not  hesitate  to 
stigmatise  all  tampering  with  the  coinage,  as 
fraudulent  and  delusive,  and  the  special  object  of 
bis  plan  was  to  create  a  paper  currency  which 


should  maintain  an  equality  in  value  with  specie. 
But  henceforth  he  followed  the  opposite  course, 
instead  of  making  the  paper  correspond  to  the 
value  of  the  specie,  he  tried  to  make  specie  eon- 
form  to  the  value  of  the  paper,  exactly  what  ao 
many  persons  maintain  ought  to  have  been  done 
in  England  in  1816,  when  there  was  a  difference 
of  25  per  cent,  between  bank  paper  and  gold,  but 
which  he  had  always  reprobated.  Between  Sep- 
tember, 1719,  and  December,  1720,  there  were 
twenty-eight  alterations  of  the  value  of  gold,  and 
thirty-five  of  that  of  silver.  In  May,  1719,  the 
louis  d*or  had  been  fixed  at  36  livres,  on  the  25th 
July,  it  was  reduced  to  34,  on  the  23rd  Septem- 
ber, to  33,  and  on  the  3rd  December,  to  32,  on 
the  1st  January,  1720,  to  31,  and  on  the  1st  Feb- 
ruary, to  30.  But  the  law  that  bad  money  drives 
out  good  had  begun  to  operate,  at  the  first  reduc- 
tions every  one  had  rushed  to  deposit  his  money 
at  the  bank,  and  get  notes,  but  at  these  successive 
reductions,  which  seemed  to  have  no  end,  they 
hastened  to  export  their  money,  rather  than  loee 
five  livres  on  every  louis.  On  the  22nd  Jan- 
uary, 1720,  they  were  restored  to  their  former 
value,  and  absolute  freedom  of  export  was 
allowed,  without  a  passport.  But  it  was  only  a 
trick  ;  no  sooner  had  money  again  come  into  cir- 
culation, than  on  the  28th,  it  was  again  lowered 
to  34  livres.  But  for  three  days  gold  was  to  be 
received  at  900  livres  the  marc,  at  the  Mint. 
Multitudes  of  persons  hastened  to  disembarrass 
themselves  of  money  which  was  such  a  source  of 
annoyance  to  them.  The  bank  was  filled,  and 
money  was  again  proscribed,  and  it  was  forbidden 
to  carry  it  out  of  any  town  where  there  waa  a 
mint.  People  were  not  even  allowed  to  keep 
their  money  in  quiet.  Large  quantities  had  not 
been  brought  in  under  the  edict  of  May,  1718. 
In  December,  1719,  the  Company  was  authorised 
to  make  domiciliary  visits,  and  seize  all  the 
decried  money  they  could  find,  and  on  the  28th 
January,  1720,  this  was  extended  even  to  reli- 
gious communities,  and  other  privileged  places. 
Soon  afterwards,  diamonds,  precious  stones,  and 
even  gold  ornaments  were  prohibited.  On  the 
27lh  February  all  persons  whatever,  as  well  as 
bodies  corporate,  were  forbidden  to  have  more 
than  500  livres  in  specie,  under  a  penalty  of 
10,000  livres.  Nor  were  the  Company  slow  to 
put  these  decrees  in  force,  several  very  extensive 
seizures  took  place.  No  place  escaped  search. 
The  brothers  Paris,  conspicuous  antagonists  of 
Law,  were  detected  exporting  seven  millions, 
which  was  seized,  as  well  as  an  equal  sum  found 
on  searching  their  house,  and  confiscated  to  the 
Company.  Universal  distrust  followed,  servants 
betrayed  their  masters,  neighbours  informed 
against  their  neighbours,  and  even  kindred  and 
friends  denounced  each  other.  The  royal  dukes 
made  enormous  sums  out  of  Law,  and  the  Prince 
of  Conti,  when  some  slight  check  was  at  last 
placed  upon  his  rapacity,  was  the  first  to  attack 
the  bank.  He  collected  all  his  notes  and  de- 
manded 14  millions  in  specie  for  them,  which 
he  carried  away  in  three  waggons.  The  Due  de 
Bourbon  drew  out  25  millions. 

515.  On  the  30th  December,  1719,  when  the 
system  was  at  the  height  of  its  prosperity,  a 
General  Meeting  of  the  Company  was  held. 
The  Regent  presided,  the  royal  dukes  sat  iu  the 
crowd   among  all   sorts   of  people,   who    had 
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specDlated  luckily;  the  directors  vere  30  in 
nmnber,  and  comprised  nearly  all  the  former 
ftrmers-general  of  the  revenne,  but  Law  was  the 
real  manager  of  the  whole  concern,  and  guided 
the  whole  assemblage  at  his  wilL  He  had  n«»w 
great  canse  for  alarm.  The  extravagant  height 
to  which  the  shares  had  been  raised,  could  not  be 
maintained  on  the  dividend  of  12  per  cent,  pro- 
mised to  the  original  shareholders,  and  if  no 
more  could  be  promised,  it  was  clear  that  the 
shares  would  soon  go  down  again,  and  might 
possibly  overturn  the  whole  scheme.  The  real 
value  of  the  shares  of  course  ought  to  depend 
vpoa  tiie  dividend  earned;  Law  determined  to 
accommodate  the  dividend  to  the  price  of  the 
shares.  Of  624,000  shares  which  had  been 
created,  the  king  held  100,000,  and  the  Company 
the  same  numbir,  so  that  only  424,000  were  in 
the  hands  of  the  public,  for  which  dividends  must 
be  provided.  But  the  engagements  the  Company 
bad  undertaken  leffc  nothing  to  provide  an 
adequate  dividend.  The  balance  sheet  put  before 
the  Company  showed  profits,  which  only  existed 
in  imagination,  or  at  least  in  the  hopes  of  the 
future.  The  shareholders  were  not  too  curious 
in  investigating  the  figures  put  before  them, 
which  shewed  a  profit  of  91  millions.  And  in 
future  it  was  determined  that  the  Company 
should  pay  a  dividend  of  40  per  cent,  on  the 
original  price  of  the  shares,  or  200  livres  per 
shiffe.  That  day  speculation  carried  the  shares 
up  from  11,000  to  15,180  livres,  and  on  the 
6th  of  January,  1720,  to  18,000  livres. 

516.  If  it  had  not  been  for  these  fatal  theories 
of  paper  money,  and  this  extravagant  speculation, 
the  Company  had  every  prospect  of  success. 
It  had  surmounted  its  first  difficulties  of  coloni- 
zation ;  at  the  end  of  1719,  thirty  vessels  sailed 
for  Louisiana,  and  the  coast  of  Africa.  Rich 
consignments  were  sent  to  the  East  Indies,  and 
to  Spain.  In  the  beginning  of  1720,  a  fleet 
arrived,  freighted  with  merchandize  to  the  value 
of  12  miUions.  Belle  Isle  in  France  was  ceded 
to  it.  Lorient,  which  had  been  ffiven  by  Colbert 
to  the  former  Company  of  the  Indies,  was  nothing 
but  an  obscure  village  when  it  passed  into  Law*s 
hands,  and  it  was  made  the  head  quarters  of  the 
Company's  trade.  Immense  magazines  and  work- 
shops immediately  started  up,  and  in  1730,  It 
already  numbered  more  than  14,000  inhabitants. 
In  Louisiana  everything  promised  well.  Colonists 
were  attracted  by  liberal  promises  of  land.  In 
February,  1720,  800  families  engaged  to  go  out, 
and  people  40  villages;  each  family  was  to  receive 
280  arpents  as  a  free  gift,  and  was  exempted 
from  all  taxation  for  three  years,  and  after  that 
the  taxes  were  never  to  exceed  10  per  cent  of 
the  products  of  the  soil.  On  these  terms  numbers 
of  persons  started  for  the  colony.  Law  bargained 
with  the  Elector  Palatine,  and  other  German 
princes  to  furnish  12,000  emigrants,  and  of  these 
4,000  were  actually  sent  at  his  expense.  The 
Companv  conveyed  them  free  to  the  country,  and 
provided  boats  to  take  them  to  their  allotments, 
and  gave  them  food  and  seed  for  the  first  year. 
Law  took  a  large  concession  in  his  own  name, 
and  the  persons  who  presented  themselves  as 
emigrants  were  so  numerous,  that  the  Company's' 
vessels  were  not  sufficient  to  caiTy  them. 

517.  These  measures  promised  success,  and 
if  they  bad  been  patiently  carried  out,  there  was 


every  prospect  that  in  time  Louisiana  might 
have  been  raised  to  a  great  and  wealthy  country, 
which  would  have  brought  in  boundless  reve- 
nues to  its  proprietors.  But,  unfortunately,  from 
the  fatal  effects  of  speculation,  the  price  of  the 
shares  had  been  forced  up  so  high,  that  imme- 
diate profits  were  required,  and  to  accelerate 
these,  very  violent  plans  were  adopted.  Not 
content  with  the  natural  tide  of  emigration,  every 
means  was  adopted  to  force  it.  The  country  was 
parcelled  out  into  Duchies  and  Marquisates,  and 
they  were  attempted  to  be  peopled  with  despotic 
violence.  The  police  of  Paris  made  a  general 
razzia  on  what  they  were  pleased  to  term  the 
vagabonds  of  the  city,  but  among  them  numbers 
of  respectable  and  well-to-do  shopkeepers  were 
seized.  All  prisoners  were  sentenc^  to  be 
transported  to  Louisiana,  in  lieu  of  all  other 
punishments,  the  houses  of  correction  were  emp- 
tied, and  even  ecclesiastical  offences  were  visited 
with  the  same  penalty.  No  proper  provision  had 
been  made  either  in  Paris,  or  on  the  journey,  or 
in  the  colony  for  such  multitudes  of  people. 
They  were  kept  in  bams,  without  food,  and  aied 
in  scores,  and  they  filled  the  air  with  their  cries, 
which  raised  the  public  indignation  to  a  high 
pitch.  To  excite  the  public,  the  most  fabulous 
reports  were  spread  of  the  marvellously  rich 
mines  of  gold  and  silver  which  had  been  dis- 
covered, ingots  of  bullion  were  carried  about  the 
streets,  which  it  was  pretended  came  from  there. 
Pictur/es  were  published,  showing  the  arrival  of 
the  colonists  in  their  earthly  Paradise,  and  the 
savages  running  to  submit  themselves  to  their  new 
masters.  The  background  was  filled  in  with 
mountains  of  gold,  silver,  copper,  lead,  and  quick- 
silver. The  savages,  who  knew  nothing  of  the 
value  of  these  riches,  were  represented  as  bar- 
tering large  lumps  of  gold  for  European  trin- 
kets. Others  were  shown  demanding  baptism, 
with  enthusiasm.  The  solid  result  of  all  this 
was  the  foundation  of  the  great  city  of  New 
Orleans. 

518.  The  extravagant  rise  in  the  price  of 
the  shares  greatly  disquieted  Law.  He  had  only 
wished  to  set  the  public  really  in  motion  to  carry 
out  his  schemes;  when  that  was  done,  it  was 
greatly  against  his  interest  to  carry  speculation 
further,  which  could  only  end  in  a  convulsion. 
He  now  became  alarmed.  A  second  general 
meeting  of  the  company  was  called  on  the  22nd 
February,  17*20.  The  bank  and  the  company 
were  consolidated.  The  quantity  of  notes  could 
not  be  increased  without  the  consent  of  both 
parties,  confirmed  by  a  royal  decree.  The  ex- 
travagance of  the  Court  was  curbed.  The  king 
could  not  draw  on  the  bank  for  more  than  he  had 
in  it, — ^and  the  cashiers  of  the  bank  were  for- 
bidden to  honor  his  drafts  to  a  greater  extent 
In  order  to  support  the  credit  of  the  notes,  and 
to  diminish  their  quantity,  the  company  ceased 
to  take  five  per  cent,  for  notes  in  exchange  for 
specie.  Notes  were  declared  the  only  legal  ten- 
der above  100  livres.  Those  of  10  livres  were 
to  be  called  in  in  two  months,  and  paid;  and 
among  other  things,  all  the  shops  for  trafficking 
in  the  shares  were  shut  up.  But  one  part  of 
these  resolutions  was  immediately  abandoned, 
although  the  company  had  determined  to  stop 
the  advances  to  the  king,  and  to  reqnest  him  to 
deposit  his  shares  with  them,  they  agreed  to 
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advance  him  five  millions  a  month,  which  could 
only  be  done  by  creating  new  notes. 

519.  The  good  effect,  consequently,  of  the 
resolutions  curbing  future  creations,  was  but 
transient.  It  was  seen  that  the  promises  would 
not  be  kept,  and  the  shares  immediately  began 
to  go  down.  In  December,  1719,  it  was  promised 
that  no  more  should  be  made,  and  yet  in  February 
1720,  200  millions  were  created  on  pretence  of 
replacing  some  of  these  already  out.  They  were 
in  a  great  part  issued  before  the  old  ones  were 
called  in.  Nor  were  the  promises  of  the  22nd 
February  better  kept, — new  shares  were  sold, 
and  all  the  acts  <^  violence  were  repeated.  But 
nothing  could  avert  the  inevitable  doom  of  the 
system.  Law  had  promised  a  dividend  of  200 
livres  on  424,000  shares — ^but  where  was  it  to 
come  from?  There  were  no  sufficient  profits. 
This  would  give  the  final  blow  to  the  company, 
whose  shares  were  already  going  down,  as  well 
as  to  the  bank.  There  was  but  one  method  of 
staving  off  ruin — ^new  decrees — new  tamperings 
with  the  coinage.  The  price  of  the  shares  as 
fixed  at  9,000  livres,  and  bank  notes  and  shares 
were  declared  to  be  mutually  convertible  at  that 
rate.  The  treasurer  of  the  bank  was  ordered  to 
demand  payment  of  all  commercial  bills  at  matu- 
rity. This  would  brin^  in  174  millions.  Bank 
notes  still  were  allowed  a  difference  of  four  sous 
in  the  livre,  and  a  discount  of  10  per  cent.,  as 
compared  with  specie,  in  the  payment  of  taxes. 
The  marc  of  silver  was  raised  to  80  livres, — the 
marc  of  gold  to  1,200,  ^cns  to  eight  livres,  and 
the  louis  d*or  to  48. 

520.  By  the  measures  taken,  the  shares  of  the 
bank  were  reduced  by  one-third,  and  it  was 
hoped  that  fixing  the  price  would  stop  the  fall, 
but  this  did  not  help  the  bank,  which  had  one 
milliard  (£40,000,000)  in  circulation,  and  no 
means  of  withdrawing  it,  or  even  of  stopping  its 
issues.  The  shares  were  now  selling  at  8,000 
livres, — Law  offered  9,000  for  them ;  numbers,  of 
course,  rushed  to  sell  them  at  that  price,  and 
that  affected  the  credit  both  of  the  shares  and 
the  notes.  A  severe  blow  was  given  to  the  sys- 
tem by  a  decree  of  the  Uth  March,  1720.  It 
said  that  in  order  to  lower  the  price  of  necessa- 
ries, and  facilitate  commerce,  it  was  expedient 
to  diminish  the  value  of  specie,  and  abolish  the 
use  of  gold.  The  louis  d'or  was  ordered  to  pass 
for  42  Uvres,  during  March,  36  during  April,  and 
to  be  no  longer  money  after  the  1st  May.  The 
^us  were  to  be  proportionably  reduced,  and  were 
all  to  be  brought  into  the  Mint  by  the  end  of 
1720.  Nothing  but  paper  was  to  be  used,  and 
the  ten  livre  notes,  which  had  been  suppressed 
in  Februaiy,  were  continued  in  circulation. 

521.  These  decrees  created  a  perfect  panic. 
Before  the  end  of  March,  44,696,190  livres  in 
silver  were  paid  into  the  bank,  and  in  a  short 
time  none  but  silversmiths  and  jeweUers  were 
allowed  to  keep  any  gold  or  silver.  But  they 
aroused  a  resistance  of  so  threatening  a  nature, 
that  they  were  obliged  to  be  modified,  and  at  the 
end  of  May,  louis  d'or  were  allowed  to  circulate 
at  49  livres  10  sous,  and  ^cus  at  eight  livres  ^re 
sous.  In  June,  new  alterations  were  made,  but 
by  that  time  the  bank  note  was  so  thoroughly 
distrusted  that  people  began  to  prefer  specie, 
with  all  its  inconveniences,  to  the  paper. 

522.  Some  time  before  this.  Law  had  been 


made  Contr61enr-G6n^ral  of  Finance.  He,  of 
course,  had  been  the  moving  power  of  the  whole 
thing  all  along, — and,  in  fact,  he  had  been  little 
less  than  Pi*ime  Minister  of  France.  Bat  his 
religion  (such  as  it  was)  prevented  him  being 
made  an  ostensible  minister.  To  enter  the  minis- 
try, it  was  necessary  to  be  converted  to  the 
Catholic  faith.  A  fitting  instrument  was  soon 
found.  The  Abb^  Tencin,  who,  even  in  that  age, 
was  notorious  for  profligacy,  was  selected  to 
have  the  honor  of  the  conversion.  The  Abbe  and 
his  neophyte  were  shut  up  alone*  The  lucubra- 
tions of  these  worthies  on  the  Christian  verities 
never  transpired.  But  they  were  doubtless  of 
surpassing  depth,  for,  in  a  very  few  sittings,  Law 
was  converted  to  the  Catholic  fiuth,  and  the  re- 
sult to  the  Abb^  was  an  immense  donation  of 
shares.'  One  little  speck  shortlv  after  dimmed 
the  reputation  of  the  pious  Abbe.  A  few  weeks 
afker  this  great  argumentative  triumph,  he  was 
fully  convicted,  in  open  court,  of  the  most  wilfhl 
and  flagitious  perjury.  This  little  accident  some- 
what disconcerted  his  pupil ;  but  he  was  consoled 
by  the  appointment  of  Controleur-General  of 
Finance— equivalent  to  that  of  Prime  Minister 
of  France. 

523.  It  had  been  ordered  that  no  more  notes 
should  be  created,  but  as  every  one  might  sell 
their  shares  at  a  fixed  price,  they  could  not  be 
stopped.  The  resolutions  to  forbear  new  issues 
were  soon  disregarded,  and  the  following  new 
creations  took  place : — 


On  the  26th  March,  1720 

5th  April      .    . 

I9th  April      .    . 

17th  May   .    .    . 


800,000,000 
369,000,000 
488,000,000 
862,000,000 


By  this  time  there  were  considerably  more  than 
2^  milliards  (£100,000,000)  in  circulation.  As 
soon  as  Law  found  that  the  shares  were  falling, 
he  endeavoured  to  put  down  jobbing  in  them. 
The  offices  in  the  Rue  Qnincampoix  were  shut 
up.  But,  of  course,  private  jobbing  could  not 
be  stopped ;  new  decrees  forbade  it  on  pain  of  a 
fine  of  3,000  francs,  and  imprisonment.  He  also 
tried  to  put  ^wn  other  investments,  or  at  least, 
to  make  them  less  profitable  than  the  dividends 
of  the  company.  By  an  edict  of  March,  the  rate 
of  interest  was  fixed  at  2^.  The  Parliament, 
which  had  been  silent  ever  since  its  humiliation 
in  August,  1718,  summoned  up  courage  to  re- 
monstrate with  the  Regent.  On  the  18th  April 
it  was  received  at  the  Tuileries.  It  declared  that 
all  persons  who  had  the  misfortune  to  have  their 
property  invested  in  government  securities  had 
suffered  more  injury  in  six  months  of  peace,  than 
in  twenty  years  of  war.  It  described  in  vigorous 
terms  the  misery  of  the  fundholders,  the  use- 
lessness  of  payments  in  paper,  the  discharge  of 
debtors,  the  rise  in  the  price  of  food,  and  said 
that  the  edicts  would  ruin  all  the  magistrates  in 
France.  But  this  remonstrance  was  treated 
with  the  same  contempt  that  all  others  had  been. 
524.  On  the  16th  May,  4  millions  of  life 
annuities  had  been  created,  chargeable  on  the 
Company,  in  order  to  withdraw  4  millions  of 
bank  notes,  and  on  the  2l3t  an  edict  was  issued 
which  gave  the  final  blow  to  the  whole  system. 
The  edict  recited  thali  before  the  establishment  of 
the  bank,  the  high  price  of  silver  had  caused 
more  evils  to  the  kingdom,  than  all  the  extrava- 
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gsnce  and  the  wars  of  the  late  kin^.  That  lenders 
demanded  more  interest  in  a  month,  than  the  law 
allowed  in  a  year.  That  many  of  the  nobility 
had  been  f<M*ced  to  sell  their  estates  at  a  low 
price,  in  order  to  maintain  themselves  in  his 
Majesty's  service.  They  had  no  resource  but 
his  Majesty's  fitvor,  and  he  was  nnable  even  to 
pay  the  salaries  of  his  officers,  and  the  pensions 
awarded  for  good  services;  manufactures,  naviga- 
tion, and  commerce  had  nearly  ceased,  the  mer- 
chant was  bankrupt,  and  the  workman  obliged 
to  leave  his  country,  and  seek  emplo3rment 
abroad.  Amid  the  universal  misery,  the  lender 
of  money  alone  enjoyed  abundance.  By  the 
establishment  of  the  bank,  and  the  Indian  com- 
pany, the  king  had  restored  order  to  public 
affairs.  By  raising  the  price  of  land^  the  nobility 
were  relieved,  commerce  and  navigation  re-es- 
tablished, the  fields  cultivated,  and  the  workmen 
employed.  Notwithstanding  the  benefits  of  these 
establishments,  people  were  found  so  evil  disposed 
as  to  wish  to  injure  them,  which  had  obliged  his 
Majesty  to  issue  the  proclamation  of  the  6th  of 
March,  to  support  the  credit  of  these  necessary 
institutions,  by  depreciating  the  coinage.  By 
this  all  securities  were  reduced  to  one  species, 
notes  and  shares  were  made  mutually  convertible 
at  fixed  rates.  His  Majesty  was  bound  to  see 
tliat  the  interests  of  minors,  hospitals,  and  re- 
ligious communities  were  duly  protected.  These 
had  been  cared  for  by  the  edict  of  the  11th  of 
March,  which  ordered  the  reduction  of  the  price 
of  paper.  But  as  this  reduction  must  produce  a 
diminution  in  the  price  of  food,  furniture,  mer- 
chandise, and  land,  his  Majesty  considered  that 
the  interests  of  his  subjects  demanded  that  the 
money  price  of  shares  and  Bank  notes  should  be 
diminished,  to  maintain  them  in  a  just  relation 
with  specie,  and  other  commodities,  and  prevent 
other  inconveniences.  His  Majesty  had  the 
more  willingly  agreed  to  the  reduction,  because 
it  would  be  beneficial  to  the  holders  of  shares 
and  notes  themselves,  and  they  would  procure 
50  per  cent,  more  specie  for  them  than  they 
could  at  present.  For  these  reasons  the  Com- 
pany's shares  were  to  be  gradually  reduced  from 
9,000  livres,  their  present  rate,  to  5,500.  A  re- 
duction of  500  livres  was  to  take  place  on  the 
22nd  of  May,  the  day  after  the  edict,  a  inrther 
reduction  of  500  on  the  1st  of  July,  and  then  a 
reduction  of  500  livres  on  the  first  of  each  suc- 
ceeding month.  Bank  notes  were  to  suffer  a 
successive  reduction  of  5  livres  at  the  same  times, 
until  they  were  reduced  to  50  livres.  But  the 
king  would  receive  them  at  their  present  value, 
in  payment  of  taxes,  and  the  purchase  of  life 
annuities,  tillJanuary,  1721. 

525.  This  edict  spread  the  utmost  conster- 
nation throughout  the  country.  It  is  even  un- 
certain who  its  author  was.  The  Council  of  the 
Regency  and  the  Parliament  were  having  their 
vacation.  Saint  Simon  and  most  of  the  other 
Members  of  the  Council  were  in  the  country. 
iDubois,  Argenson,  and  Law  alone  remained  with 
the  Reagent.  Saint  Simon  expressly  says,  that 
Argenson,  who  was  now  Law's  enemy,  was  the 
author  of  it,  and  proposed  it  for  the  purpose  of 
ruining  him.  Saint  Simon  ought  to  be  an  un- 
impeachable authority.  But  other  writers  say, 
that  Law  himself  was  the  author.  At  all  events, 
whoever  was  the  author,  it  was  decided  upon  by 


a  very  small  minority  of  the  Council.  When- 
ever the  more  influential  Members  heard  of  it, 
they  addressed  the  most  earnest  remonstrances 
to  the  Regent.  Saint  Simon  complained  that 
he  was  never  listened  to.  The  Due  de  Bourbon 
was  furious  at  the  loss  of  half  his  property,  and 
could  only  be  appeased  by  the  gift  of  4  millions. 
The  people  threatened  a  revolution.  Many 
pamphlets  were  published  against  Law,  and  the 
Regent.  Letters  were  sent  about  Paris,  saying 
that  a  Saint  Bartholomew  would  be  enacted  on 
Saturday  and  Sunday,  unless  things  were  chang- 
ed, and  advising  people  to  stay  at  home.  Crowds 
collected  in  the  neighbourhood  of  the  Bank, 
uttering  menacing  cries,  and  on  the  25th  the 
windows  of  the  hotel  Mazarin,  where  the  Bank 
was,  were  broken  with  showers  of  stones.  The 
Pai'liament  sided  with  the  people.  It  met  on 
the  27th,  and  demanded  an  audience ;  which  the 
Regent  did  not  dare  to  refuse,  and  was  obliged 
to  behave  civilly  to  them.  Law  in  vain  tried  to 
allay  the  rising  storm,  by  publishing  a  letter 
stating  the  grounds  of  the  decree,  and  shewing 
that  the  people  would  lose  nothing,  as  the  marc 
would  be  reduced  to  30  livres.  No  one  would 
Usten  to  him.  The  Court  and  the  Parliament 
were  infuriated,  and  in  spite  of  his  protest,  the 
Due  d'Antln  persuaded  the  Regent  to  quash  the 
edict  of  the  21st  May. 

526.  At  11  o'clock  the  Parliament  received 
the  answer  of  their  committee ;  the  people  shout- 
ed for  joy  as  they  believed  the  Directors  of  the 
Bank  were  going  to  be  hung,  as  fraudulent  bank- 
rupts. The  Regent  had  up  to  this  time  support- 
ed Law  in  public,  in  the  most  ostentatious  man- 
ner. On  the  25th  he  had  taken  him  to  the  opera, 
but  after  the  27th,  he  was  obliged,  for  form's  sake, 
to  abandon  him  for  a  while,  and  take  council 
with  the  opposite  party.  Law  was  dismissed 
from  his  ofiice  of  contrdleur-g^n^ral,  and  the  ad- 
ministration of  finance  divided  into  five  depart- 
ments. The  Major  of  the  Swiss  guards  went 
to  take  possession  of  Law's  hotel.  He  went  with 
the  Due  de  la  Force  to  call  upon  the  Regent,  he 
was  publicly  and  ostentatiously  refused  admit- 
tance at  the  front  door.  The  next  day  he  was 
smuggled  in  by  the  backstairs. 

527.  On  the  29th  of  May,  the  edict  of  the 
11th  of  March  was  repealed,  specie  was  restored 
to  its  old  value,  and  every  one  was  allowed  to 
have  as  much  as  he  pleased.  Two  of  the  new 
intendants  of  Finance  went  to  the  Bank,  to 
examine  its  affairs.  They  found  21  millions  of 
specie,  28  millions  in  bullion,  and  240  millions 
of  bills  of  exchange,  to  support  the  credit  of  3 
milliards  of  paper. 

528.  As  soon  as  the  first  burst  of  public  fury 
was  over.  Law  was  restored  to  favor.  But 
instead  of  controller  of  finance,  he  was  made 
councillor  of  state,  intendant-general  of  trade, 
and  director  of  the  Bank.  Law  thus  triumphed 
once  more  over  his  enemies.  Argenson  was  dis- 
missed, he  retired  to  apartments  he  kept  in  aeon- 
vent,  and  soon  idterwards  died  of  grief.  For  three 
years  D'Aguesseau  had  been  pining  in  solitude 
at  his  country  house,  seeing  the  hopes  of  advanc- 
ing his  family  blighted.  Law  took  with  him 
Conflans,  a  cousin  of  the  Chancellor's,  and  went 
to  his  house.  The  one  cajoled  him  with  promises 
of  advancement,  and  the  other  menaced  him 
with  perpetual  exile  if  he  did  not  yield.    They 
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prevailed,  and  bronght  him  back  to  Paris.  He 
was  restored  to  his  honoars,  but  not  to  the  esteem 
of  tho  people,  who  ceased  to  respect  him,  when 
he  came  to  associate  bis  name  with  bankruptcy 
and  rain. 

529.  The  Company  was  ordered  to  make  np  a 
balance  sheet,  which  was  ready  by  the  3rd  of 
Jane.  It  shewed  300  millions  in  cash,  large 
commercial  adventures  in  progress,  500  large 
vessels  besides  smaller  ones  and  frigates,  rich 
cargoes,  immense  improvements  made  in  the  col- 
lection of  taxes,  well  kept  books,  and  in  short,  a 
state  of  a&irs  by  no  means  desperate.  To 
surmount  its  present  difficulties,  it  proposed  to 
reduce  its  shares,  and  make  a  call  of  3,000  livi'es 
on  each.  Of  its  shares  only  194,000  remained  in 
the  hands  of  the  public,  the  king  had  100,000, 
the  bank  and  the  Company  itself,  830,000.  The 
Directors  requested  the  king  to  abandon  his,  and 
promised  to  destroy  such  a  number  of  their  own 
as  would  reduce  the  whole  number  to  200,000. 
They  ofi<^ed  to  convert  the  25  millions,  which 
they  received  annually  iirom  the  state  into  annui- 
ties, and  to  such  of  their  shareholders  as  paid  the 
call  of  3,000  livres,  they  promised  to  give  3  per 
cent,  instead  of  2^. 

530.  The  Regent  immediately  adopted  these 
measures,  and  the  call  was  authorised  to  be  paid 
either  in  notes,  or  shares,  which  were  to  be 
received  at  6,000  livres.  The  parliament  gladly 
registered  the  edicts,  which  gave  hopes  of  the 
restoration  of  public  credit,  and  a  temporary  good 
feeling  seemed  restored  between  the  court  and 
the  parliament.  But  unfortunately  it  did  not 
last.  However  rigorous  tJiese  measures  were, 
and  however  effective  they  might  have  been  at 
an  earlier  period,  they  were  now  too  late  to 
restore  public  confidence.  Few  paid  the  call  on 
their  shares,  the  greater  number  preferred  to  have 
2^  per  cent,  on  their  capital,  than  to  risk  new 
capital  and  its  interest.  The  bank  notes  sank 
lower  and  lower,  and  the  600  millions  which  had 
been  expected  to  be  withdrawn,  remained  in 
curculation.  No  one  cared  to  demand  the  stock. 
On  the  nth  of  June,  it  was  determined  to  bum 
all  the  notes  of  1,000  up  to  10,000  livres,  as  they 
came  in  to  the  bank.  But  none  came  in.  On 
the  26th  the  company  was  authorised  to  create 
100  millions  of  notes,  from  100  to  10  livres,  to  be 
stamped  with  the  word  division,  and  to  be  exclu- 
sively given  in  change  for  the  large  notes,  a  good 
number  were  exchanged,  but  credit  was  not 
improved.  The  bank  opened  for  payment  of  its 
notes  on  the  1st  of  June,  and  paid  these  of  100 
livi-es,  but  it  was  soon  obliged  to  restrict  its 
payment  to  those  of  10  livres.  An  immediate 
run  commenced  upon  it.  Dense  crowds  of  work- 
men and  small  tradesmen,  whose  sufferings  from 
the  depreciation  of  the  paper  were  dreadful, 
besieged  the  doors,  day  and  night,  and  filled  the 
neighbouring  streets,  in  compact  masses.  Many 
remained  for  nights  in  the  streets,  until  they  got 
a  chance  to  get  inside  the  bank.  Nearly  every 
day  several  persons  were  crushed,  or  trampled  to 
death  by  the  inforiated  mob. 

531.  These  scenes  continued  for  five  weeks ; 
at  last,  on  the  6th  of  July,  the  money  was  ex- 
hausted, and  it  was  notified  that  the  exchange  of 
large  notes  for  small  ones,  and  the  payment  of  the 
latter  in  cash,  would  only  take  place  twice  a 
week,  on  market  days,  at  the  offices  of  the  com- 


missaries of  the  quarters,  but  this  produced  little 
relief.  Not  more  than  about  360,000  livres  could 
be  paid  away  in  a  week,  and  this  was  quite  in- 
sufficient to  satisfy  the  wants  of  the  people.  The 
disorder,  instead  of  diminishing,  increased.  Pay- 
ments were  obliged  to  be  resumed  at  the  bank, 
and  change  in  specie,  to  the  amount  of  10  livres, 
was  given  to  each  one.  To  prevent  famine  and 
revolt,  400,000  livres  a  week,  were  sent  to  the 
market  of  Poissy,  50,000  to  another  of  the 
markets,  and  large  sums  in  specie  were  given  to 
the  manufacturers  to  pay  their  workmen.  Still 
the  relief  was  imperceptible.  With  upwards  of 
£100,000,000  of  paper  in  circulation,  the  liquida- 
tion attempted  was  a  mere  drop  in  the  ocean. 
On  the  morning  of  the  17th  July,  1720,  an 
unusual  crowd  collected  round  the  bank.  At 
three  in  the  morning,  there  were  already  15,000 
persons  waiting  the  opening  of  the  doors.  The 
crowd  kept  continually  increasing,  and  in  a  short 
time  12  or  15  persons  were  trampled  to  death. 
The  sight  of  the  dead  bodies  infuriated  the  crowd. 
They  were  placed  on  litters,  and  the  mob  rushed 
with  furious  cries  to  Law's  house,  and  attacked  it 
with  showers  of  stones.  They  carried  one  body 
to  the  Louvre,  where  the  king  resided,  and  three 
others  to  the  Palais  Royal,  to  inflame  the  people 
against  the  regent  The  regent  was  absent,  but 
the  members  of  the  council,  at  the  hazard  of 
their  lives,  tried  to  pacify  the  raging  popuktce. 
The  dead  bodies  were  ordered  to  be  taken  with 
the  utmost  respect  to  a  church,  and  buried  at  the 
public  expense.  The  tumult  raged  for  hours. 
The  Palais  Royal  was  filled  with  troops,  and  the 
^tes  opened.  As  soon  as  the  mob  had  rushed 
in,  the  eates  were  closed,  and  the  crowd  was 
separated.  At  10,  Law  took  refuge  in  the 
Palais,  and  did  not  venture  out  for  ten  days. 

532.  The  Regent  proposed  several  measures 
to  the  Parliament  to  withdraw  the  paper  notes, 
which  were  now  said  to  be  reduced  to  about 
2,200  millions,  but  the  Parliament  rejected  them 
all.  The  Regent,  in  a  rage,  exiled  them  to  Pon- 
toise,  on  the  18th  of  July,  and  they  were  forced 
to  register  the  edict  of  their  own  disgrace.  The 
people  were  indignant,  as  they  thought  they  had 
lost  their  only  protectors,  and  most  of  the  public 
bodies  sent  deputations  to  them.  The  Regent 
tried  to  throw  all  the  blame  on  the  Parliament, 
but  the  people  were  not  deceived.  They  became 
more  irritated  and  seditious  every  day.  The 
bank  had  finally  stopped  payment  on  the  17th 
July,  and  the  prices  of  everytliing  rose  from  the 
depreciation  of  the  paper.  The  people,  in  their 
misery,  threatened  assassination.  The  mother  of 
the  Regent  received  threatening  letters,  saying, 
that  200  bottles  of  poisoned  wine  had  been  pre- 
pared for  him,  and  that  if  that  faUed,  a  new  kind 
of  fire  bad  been  invented  to  bum  him  alive,  in 
the  Palais  Royal,  and  herself  at  St.  Cloud. 

533.  In  the  beginning  of  August  little  papers 
were  thrown  into  the  houses  and  carriages,  with 
the  words  **  Sauvez  le  roi,  tuez  le  tyran,  et  ne 
vous  embarrassez  pas  du  trouble.**  The  ci^  was 
everywhere  placarded  with  a  chanton,  sung  ia 
every  drinking  house : — 

"  Fran^ais,  la  bravoure  vous  manque, 
Vous  dtes  plains  d'aveuglement : 
Pendre  Law  aveo  le  r^nt, 
£t  vous  emparer  de  la^nque, 
C'est  Taffaire  d'un  moment." 
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A  parody  of  the  last  scene  of  Mithridate  was 
stack  ap  on  the  very  door  of  the  Regent^s  room, 
in  which  he  and  Law  were  represented  as  trium- 
phing oTer  the  rnin  of  France.  The  Regent,  in 
a  rage  at  the  atrocious  calumny,  cried  oat  before 
his  friends,  that  he  would  give  100,000  crowns 
to  discoYer  the  author.  The  next  day,  there  was 
written  on  his  door — 

**  Tu  promets  besnoonp,  6  Regent 
Est  ce  en  papier,  ou  en  urgent?'^ 

The  Regent  suspected  the  Abbe  de  Yilller  to 
be  the  writer  of  this  insult,  and  had  him  assasn- 
nated  near  the  Port  Nenf,  on  the  28th. 

534.  One  of  the  means  proposed  by  Law  for 
withdrawing  the  paper  from  circulation,  was  to 
open  a  current  account  at  the  bank  for  1,200 
millions  of  paper,  on  the  principle  of  the  banks 
of  Holland,  aiMi  by  purchases  of  the  shares  of  the 
company.  In  every  town  where  there  was  a 
mint,  the  merchants  were  ordered  to  bring  in 
their  notes  oS  1,000  and  10,000  livres,  which 
were  to  be  cancelled  before  them,  and  they  were 
to  receive  an  equal  credit  in  the  bank*s  books, 
to  be  drawn  upon  with  checks,  with  which  they 
were  to  pay  and  receive  all  their  debts.  All 
money  paid  into  their  account  was  to  be  ex- 
empted irom  depreciation  and  seizure,  on  any 
pretext  whatever.  All  bills  of  exchange  of  500 
llvres  and  upwards,  and  wholesale  transactions, 
were  to  be  settled  by  these  means.  All  others 
were  to  be  void,  and  to  subject  both  parties  to  a 
penalty  of  500  livres  to  the  bank.  Another  edict 
gave  tiie  company  a  perpetuity  of  its  rights  of 
trade,  on  the  condition  of  withdrawing  60J  mil- 
lions of  paper,  at  the  rate  of  50  millions  a  month. 
To  do  this,  it  had  no  means  but  creating  shares. 
To  confirm  the  confidence  of  the  public,  all  its 
privileges  were  solemnly  confirmed  to  it  on  the 
22nd  of  July.  Two  edicts  of  the  31st  July,  and 
the  14th  of  August,  authorized  the  creation  of 
50,000  and  20,000  shares  of  12,000  livres  each, 
to  be  issued  at  9,000  livres,  and  paid  in  bank 
notes.  The  company  thus  hoped  to  withdraw 
630  minions.  But  the  delusion  had  passed  away, 
very  few  shares  were  bought,  and  only  200 
millions  of  notes  were  brought  into  the  current 
accounts.  On  the  29th  of  July,  the  marc  of 
silver  was  raised  to  120  livres.  On  the  day  after 
that  the  bank  notes  were  at  par,  but  by  the  end 
of  August,  after  many  fluctuations,  they  had  fallen 
to  33  livres. 

535.  The  affairs  of  the  bank  were  utterly 
desperate,  no  financial  operation  could  save  it. 
During  July  it  alleged  that  597,756,030  livres  of 
its  notes  had  been  burnt,  but  this  was  said  to  be 
an  exaggeration.  The  opening  of  the  current 
accounts  and  the  creation  of  stock  had  absorbed 
700  millions,  but  on  the  most  moderate  calcula- 
tion 1,400  millions  still  remained  in  circulation, 
and  there  was  no  possible  means  of  withdrawing 
them.  All  the  cash  was  exhausted  by  the  17th 
of  July.  It  was  then  finally  resolved  to  abolish 
the  bank.  On  the  28th  of  August  two  edicts 
were  sent  to  the  bank,  to  create  4  millions  of  life 
annuities,  and  8  millions  of  perpetual  annuities, 
to  be  paid  for  in  bank  notes  of  1,000  and  10,000 
livres,  which  were  to  have  no  cmTency  after  the 
1st  of  October.  The  100  and  10  livre  notes  were 
to  be  received  in  commerce  till  the  1st  of  May, 
1721.     All  payments  above  1,000  livres  might 


be  made  in  specie,  and  notes  were  only  to  be 
received  at  their  nominal  value  in  payment  of 
taxes.  In  September  100  millions  of  50  and  10 
livre  notes  were  created,  to  satisfy  the  holders 
of  the  large  notes,  who  complained  much  of  the 
compulsory  conversion  of  their  notes  into  annui- 
ties. They  were  allowed  to  have  one-tenth  of 
their  capital  in  money.  These  measures^  how- 
ever»  did  not  restore  the  credit  of  the  notes^ 
which  continued  rapidly  to  fall.  On  the  15th  of 
September  the  100,  50,  and  10  livre  notes  were 
ordered  to  be  received  without  specie  in  payment 
of  debts  till  the  1st  of  November.  From  the 
date  of  the  edict  notes  of  1,000  and  10,000  livres, 
and  from  the  Ist  of  November,  the  other  notes 
could  only  be  tendered  along  with  one-half  of 
the  debt  in  specie.  One-fomrth  was  to  be  struck 
off  the  credit  of  the  current  accounts,  unless  the 
creditors  would  receive  them  in  1,000  livre  notes. 
Repeated  alterations  were  made  in  the  value  of 
the  coinage. 

536.  AH  these  measures  bad  but  a  very  slight 
effect  in  reducing  the  paper  n^ney.  With  all 
the  shares,  annuities,  and  current  accounts  which 
had  been  made  since  the  1st  of  August,  only  30 
millions  had  been  brought  in  by  the  public. 
Only  100  millions  were  burnt  in  August,  not  a 
single  note  in  September.  The  treasurers  of  the 
state  and  the  company  held  only  90  millions. 
There  were  still  1,369,072,540  in  the  hands  of 
the  public,  which  no  ingenuity  could  call  in. 

537.  On  the  10th  of  October,  1720,  the  final 
doom  of  the  bank  was  pronounced  The  decree 
ordered  that,  after  the  Ist  of  November,  no  bank 
notes  could  be  given  or  received  in  paymeuts»  on 
any  pretence  whatever.  From  the  day  of  the 
decree  all  taxes  must  be  paid  in  specie.  The 
kins  and  the  company  idso  engaged  to  pay  their 
creditors  in  specie.  Thus  fell  the  bank,  drawing 
with  it  all  the  miseries  incidental  to  such  a 
catastrophe,  which  may  be  imagined,  but  need 
not  be  described. 

538.  The  company  was  involved  in  the  fate 
of  the  bank,  although  Law  used  all  his  endeavours 
to  separate  them.  On  the  29th  of  August  its 
organization  had  been  changed,  and  Law  named 
director-general.  The  Regent  became  protector 
and  governor.  It  was  henceforth  to  confine  ail 
its  operations  to  commerce,  and  in  order  to 
increase  its  profits,  its  privileges  were  extended. 
It  obtained  the  only  two  exceptions  to  its  mono- 
poly of  maritime  commerce — ^that  to  St.  Domingo 
and  Guinea — the  former  was  granted  on  the 
1 0th  of  August,  and  the  latter  on  the  27th,  in 
perpetuity.  But  the  shares  did  not  rise.  In 
August  the  company  had  bought  in  100  millions 
of  its  own  shares ;  in  September  they  were  fixed 
at  2,000  livres.  The  directors  were  authorized 
to  create  50,000  new  ones,  in  tenths,  of  200  livres 
each,  to  be  issued  at  800  livres,  and  to  be  paid  for 
in  bank  notes.  Three-fourths  of  the  value  of  the 
shares  being  struck  off  by  an  arbitrai'y  edict,  no 
one  came  forward  to  buy  the  new  ones.  On  the 
5th  October  a  decree  rendered  compulsory  the 
call  of  3,000  livres  per  share,  and  all  shares  not 
paid  upon  were  to  become  stock,  with  only  2  per 
cent  interest. 

539.  These  decrees  were  fruitless  to  prevent 
the  &11  in  the  value  of  the  shares.  It  would  be 
tedious  to  relate  all  the  acts  of  violence  resorted 
to  in  the  desperate  endeavour  to  sustain  their 
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falling  credit.  They  were  then  at  2,000  livres  in 
bank  notes,  which  were  only  worth  200  livres  in 
specie.  The  panic  was  doubled  on  the  27th  of 
it'ovember,  when  it  became  known  that  the  com- 
pany had  borrowed  22  j  millions  at  4  per  cent.,  to 
carry  on  their  trade  and  pay  a  gift  of  20  millions 
they  had  promised  to  the  king,  on  the  last  tamper- 
ing with  the  coinage.  This  gave  the  final  blow 
to  the  shares;  they  were  then  sold  for  a  lonis 
d'or. 

540.  This  was  the  final  ruin  of  Law,  who 
was  no  longer  safe  in  France.  His  enemies 
clamored  for  his  arrest,  as  the  author  of  all  the 
miseries  of  the  people.  The  Regent  promised  it, 
and  he  was  only  saved  by  the  Due  de  Bourbon. 
At  last,  in  December,  1720,  the  order  was  ob- 
tained that  he  should  leave  the  country.  Law 
now  saw  himself  irrecoverably  lost.  But  he 
maintained  an  inflexible  demeanour  to  the  last. 
On  the  12th  of  December,  be  appeared  at  the 
opera,  and  he  aiSected  a  complete  security  amid 
the  cries  of  the  people.  But  he  had  resigned  all 
his  offices.  The  next  day,  after  having  received 
the  visits  of  a  great  number  of  the  nobility,  he 
retired  to  Guermande,  his  country  seat,  and 
awaited  the  decision  of  the  Regent,  taking  with 
him  of  all  his  fortune,  only  5  millions  of  notes, 
and  800  louis  d'or.  In  a  few  days  the  Due  de 
Bourbon  wrote  that  he  was  ordered  by  the 
Regent  to  send  him  his  passports,  and  a  sum  of 
money.  Law  refused  the  money,  and  immediate- 
ly set  out  for  Belgium.  The  son  of  Argenson 
was  intendant  of  Flanders,  and  with  injudicious 
zeal,  arrested  him  at  Valenciennes,  notwithstand- 
ing his  passport.  The  government  at  Paris 
severely  reprimanded  the  meddling  official,  and 

The  Gold  Goinaoe. 
1719.  L  9, 

May  7.  The  louis  d*or^  i  la  oroix  de  Malte, 
called  chevaliers,  and  coined  in  1718. 
at  the  value  of  diS  livres  (25  to  the 

maro)  were  reduced  to 85   0 

July   2.    Altered  to 840 

Sept.  28.  „  88    0 

Dec.  1.  Quinzains  struck,  64  to  the  maro  .  .  15  0 
Dec.  8     The  louis  reduced  to 82    0 

Dec  11 

172a 

Jan.  22.    The  louis  raised  to 86    0 

Jan.  28.    The  louis  reduced  to 84    0 

Feb.  7, 

Feb.  25.  The  louis  raised  to 86    0 

Karch  5.  The  lonis  raised  to 48    0 

March  11.  The  louis  reduced  to 42    0 

On  April  Ist  to 86    0 

To  be  withdrawn  on  Uie  1st  of  May 


March  16th. 
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he  was  ordered  to  be  set  free.  The  public  were 
thus  apprised  of  his  departure.  For  a  long  time 
it  was  believed  to  be  merely  a  stratagem,  and 
that  he  had  been  secretly  brought  luick,  and 
retained  abont  the  Regent.  w£en  the  people 
were  at  last  convinced  that  he  was  really  gone, 
they  as  nsnal,  revenged  themselves  in  an 
epigram: — 

"  Gy  eit  cet  Eoossais  oSdbre, 
Ge  calculateur  sans  egal, 
Qui,  par  les  r^les  de  Talg^bre, 
A  mis  la  France  i  ThdpitaL" 

541.  Thus  ended  the  ^'Ststbm.**  Inthebe* 
ginning  of  1721,  tiie  Company,  which  according 
to  the  daring  scheme  of  its  author,  was  intended 
to  combine  finance,  commerce,  navigation,  and 
banking,  was  stripped  of  its  privileges.  They 
only  requested  to  be  allowed  to  retun  theur 
tobacco  trade.  Henceforth  they  were  nothing 
but  an  assemblv  of  private  merchants,  till  they 
once  more  had  fortune  placed  in  their  grasp,  and 
again  missed  it,  and  were  finally  dissolved. 

542.  The  variations  of  the  coinage  of  England 
have  been  bad  enough,  but  they  are  as  nothing, 
compared  with  those  of  the  money  of  France. 
(Coinage  of  Fbancb).  Law  had  argued  with 
great  force  against  the  fraud  and  inutility  of  such 
proceedings,  but  when  he  was  driven  by  neces- 
sity, and  the  danger  to  his  own  paper  money,  he 
broke  through  all  his  principles.  M.  Levassenr, 
who  has  published  by  fkr  the  most  complete 
account  of  Law's  system,  gives  in  his  Reckerches 
Historiques  sur  le  systime  de  Law^  Appendix 
H.  p.  398,  the  following  list  of  the  alterations  of 
the  coinage  from  the  7th  of  May,  1719,  to  the 
18th  November,  1720. 
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Ecus  called  Kavarres,  coined  in  1718,  at  6 

liv.  (10  to  the  marc)  were  reduced  to  .  5  16    0 

Ecus 5120 

On  the  Ist  Jan.,  1720,  to 5    8    0 

On  the  Ist  Feb.,  1720,  to 5    4    0 

Pieces  of  lliv.,(65i  to  the  marc)  .    ..100 

Pieces  of  1  liv.,  reduced  to 0  18    0 

On  the  Ist  of  February  to 0  17    0 

Ecus  raised  to 600 

„    reduced  to 5  18    6 

Twenty  sous  pieces  reduced  to      .....  0  18    0 

Ecus  raised  to 600 

Twenty  sous  pieces  to 100 

Ecus  raised  to 800 

Twenty  sous  pieces  to  . 1  10    0 

Onthelstof  April,  ecus  to  be 7    0    0 

IstofMay 7  10    0 

Ist  of  June 600 

Ist  of  July 4  10    0 

The  20  sous  piece  to  be  worth- 
In  June ,..150 

In  July 126 

In  Aug^t  •,•.....    .100 

In  September 0  17    6 

In  October 0  15    0 

In  November 0  12    6 

In  December 0  10    0 

Here  6cus  struck  to  be  worUi  ......    8   0    0 

In  May 2  15    0 

In  June 2  10    0 

In  July 250 

In  August 200 

In  September 1  15    0 
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I    9, 


May  29.    The  loais  Testored  to  cnrrencj  at  .    .49  10 

June  la    The  louis  reduced  to 46    0 

On  the  16th  July  to 40  10 

June  14.  The  kmjus  in  August  to  he  ....  86  0 
New  louis  8tru<^  at 49  10 

July  80.    The  new  louis  to  he 72    0 

On  1st  Septemher 68   0 

16th 54    0 

Ist  October 46    0 

16th  October 86    0 

In  September  old  louis  to  be    ...  86    0 
New  louiB  of  the  same  weight  ...  64    0 

Oct  24.     The  old  louis  to  be 46  16 

New 46    0 

The  new  on  Ist  January,  1721  ...  86    0 

Nov.  la    The  new  louis  to  be 46    0 

Such  were  the  tamperlngs  with  the  coinage  in 
the  short  space  of  nineteen  months.  We  need 
only  observe  here,  that  they  were  the  habitual 
practices  of  the  French  monarchs,  and  not  intro- 
doced  by  Law. 

648.  On  the  24th  of  January,  1721,  a  cotincil 
was  held  to  consider  the  means  of  liquidating  the 
gigantic  debts  which  were  left  on  the  dissolution 
of  the  bank.  The  members,  as  nsnal,  bandied 
the  most  violent  reproaches  against  each  other. 
The  Regent  declared  that  Law  had  created  1,200 
miUions  of  paper  more  than  he  was  authorized 
to  do.  A  decree  ordered  the  debts  to  be  rerified, 
and  the  management  of  the  business  was  entrusted 
to  Faris-Dnvemey  and  his  brothers,  who  were 
recaUed  from  exile  on  Law*s  banishment.  It  was 
vastly  more  difficult  and  complicated  than  the 
investigation  of  the  debts  at  the  death  of  Louis 
XIY . ;  and  for  several  months  800  clerks  were 
hard  at  work  on  the  Herculean  task.  At  length, 
at  the  end  of  August,  1721,  the  huge  account  was 
made  up.  The  obligations  of  all  sorts,  inclnding 
bank  notes,  amounted  to  2,222,697,181  livres, 
besides  125,024  shares,  which,  at  the  last  re- 
duced legal  value,  were  260,048,000  livres, 
making  a  total  of  2,462,646,181  livres,  in  claims, 
owned  by  611,009  proprietors,  whose  titles  were 
investigated.  These  were  the  remains  of  obliga- 
tions and  shares,  which  were  at  one  time  of  the 
nominal  value  of  twelve  milliards,  or  about 
X480,000,000.  But,  in  fact,  not  two-thirds  of 
the  creditors  brought  In  their  claims  to  be  veri- 
fied, as  they  remembered  the  severities  of  the 
former  investigation. 

644.  Nor  were  they  mistaken.  No  sooner 
were  the  claims  ascertained  than  every  means  of 
fraud  and  violence  were  taken  to  reduce  them. 
About  .36,000  were  called  upon  to  prove  the 
legality  of  their  titles.  The  commissioners  were 
ordered  to  call  upon  all  notaries  public  to  pro- 
dnce  all  the  deeds  connected  with  the  negotiations 
of  shares,  and  stock  for  the  last  two  years.  All 
persons,  who  had  had  share  transactions  within 
that  time,  were  ordered  to  give  in  an  inventory 
of  all  theT  property  of  all  sorts,  which  they  had 
acquired  sjice  the  establishment  of  the  Indian 
Company.  A  decree  of  the  28rd  November,  1721, 
reduced  the  126,024  shares,  which  Ifttd  been 
brought  in,  to  60,000,  and  fixed  the  dividend  at 
100  Uvrep.  The  claimants  were  divided  into  five 
classes,  in  the  first  were  placed  those  paid  by  the 


Tii£  Silver  Coikage.    (QmHnued,) 

I,  $.  d. 

Tiers  ecus  In  October 1  10  0 

In  November 1    6  0 

In  December 10  0 

Ecus  restored  to  currency  at 8    6  0 

Ecus 7  10  0 

6  15  0 

Ecus  to  be 12    0   0 

The  tiers  d'^cu 400 

The  20  sous  piece 200 

The  ecu  on  Ut  September 10  10   0 

16th  September 9    0    0 

Ist  October 7  10    0 

16th  October 6   0    0 

The  new  tiers  d*ecu 800 

The  old  ecus  (10  to  the  marc) 7  16    0 

The  new  ecus  to  be  on — 

l8t  December 7  10    0 

Ist  January,  1721 6    0    0 

The  new  ^cus  to  be 7  10    0 

* 

king;  in  the  second  those  between  private 
parties ;  in  the  third  those  sold  for  landed  pro- 
perty; in  the  fourth  those  sold  for  moveable 
property,  places,  salaries,  and  gifts ;  in  the  last 
those  whose  origin  was  not  declared.  The  first 
class  were  paid  in  fnll;  the  second  were  de- 
prived of  one-sixth  of  their  claims^  and  the  rest 
in  increasing  proportions,  till  the  fifth,  who  lost 
nineteen-twentietbs.  The  same  reductions  were 
applied  to  bank  notes^  and,  to  meet  the  reduced 
claims,  the  king  applied  40  millions  of  the  re- 
venue from  the  1st  January,  1722.  The  com- 
missioners met  in  December,  and  1,600  clerks 
were  employed  under  the  famous  Bar^me,  to  effect 
the  liqmdation.  Numbers  of  the  clerks  were 
prize  fighters  in  disguise,  to  quell  any  tumult. 
The  company  had  already  publicly  destroyed 
about  60,000  shares,  and,  in  the  beginning  of 
November,  the  remainder,  estimated  at  404  mil- 
lions, were  burnt,  as  well  as  2,846,000  bank 
notes^  By  the  end  of  June,  1722,  the  conversions 
were  effected,  and  the  obligations,  by  the  violent 
and  fraudulent  means  detailed,  were  reduced  to 
1,700,793,294  livres. 

646.  These  measures  only  struck  the  then 
holders  of  obligations.  It  was  determined  to 
strike  at  those  who  had  made  immense  fortunes 
by  speculation,  and  had  retired  in  time.  They 
were  called  MisMitippiens^  and  their  luxury  and 
insolence,  amid  the  general  misery  and  ruin,  had 
excited  the  greatest  indignation.  Many  were 
called  upon  to  disgorge  20  or  30  millions,  a  bank 
clerk  60  miUions,  and  Vincent  le  Blanc  80 
millions,  and  then  an  extraordinary  tax  of 
187,893,661  livres  was  laid  upon  them.  One 
fortunate  s  j^eculatress  alone  was  compelled  to  pay 
8  millions.  On  the  17th  October,  1722,  the  final 
scene  of  this  extraordinary  drama  was  enacted. 
An  immense  iron  cage,  ten  paces  long  and  eight 
broad,  was  constructed  in  the  court  of  the  bank. 
EverythJ]^  connected  with  the  final  liquidation, 
notarial  acts,  contracts,  registei's,  &c,  were  piled 
in  it,  and,  in  the  presence  of  the  public,  the  torch 
was  applied,  and  all  records  of  this  stupendous 
catastrophe  vanished  in  the  blaze. 

646.  The  company  survived.  Its  shares  were 
reduced  to  66,000.  The  king  owed  it  an  income 
of  3  millions,  on  account  of  the  100  millions  it 
had  withdrawn  in  1717.  To  secure  these,  the 
tobacco  monopoly  was  restored  to  it,  valued  at 
2,600,000  livres,  and  the  revenues  of  Louisiana, 
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rained  at  500,000.  Each  of  these  was  in  reality 
worth  double  what  they  were  estimated.  It  re- 
trained the  commerce  of  the  East,  and  an  Indian 
Conncil  was  erected  to  control  it.  Each  share, 
besides  the  profits  of  trade,  was  gnaranteed  a 
dividend  of  100  livres  in  1722,  and  150  livres 
afterwards.  The  monopoly  of  the  sale  of  coffee 
was  conferred  upon  it  in  August^  and  in  February, 
1724,  the  exclnsive  right  to  set  up  lotteries.  It 
only  remained  to  liquidate  1,512,899,348  of  bank 
notes.  To  do  this,  life  annuities  at  4  per  cent., 
and  perpetual  annuities  at  2^  per  cent,  were 
created ;  31  millions  of  perpetual,  and  16  mil- 
lions of  life  annuities  were  formed  on  these  terms. 

547.  M.  Levasseur,  (Recherches  Hist,  mr  le 
Systeme  de  Lato^  p.  308-9),  gives  the  following  as 
the  variations  in  the  value  of  the  bank  notes  and 
shares.  On  the  17th  July,  1720,  at  the  closing 
of  the  bank,  the  10  livre  notes  only  passed  for  40 
sous.  In  April,  1721,  the  100  livre  note  passed 
for  6  livres  10  sous.  The  1,000  livre  notes  were 
only  worth  55  livres.  After  the  msa^  they  lost 
about  80  per  cent,  even  of  that  value.  In  Feb- 
ruary, 1721,  the  100  livre  notes  passed  for  4 
livres  of  silver ;  in  April,  for  6  livres  10  sous ;  in 
May,  for  8.  In  March,  1722,  those  not  visaed 
for  5  livres,  and  those  visaed  for  7  livres ;  on  the 
28th,  they  rose  to  14  livres ;  on  the  17th  April, 
to  19  livres ;  on  the  18th  they  were  at  16  livres ; 
on  the  21  St  at  24  livres  10  sous ;  and  on  the  22nd 
at  23  livres  10  sous.  The  shares  after  the  visa 
varied  from  1,000  to  900, 850, 800,  and  730  livres  ; 
in  September,  1721,  they  sold  for  500  livres.  In 
1722,  speculation  began  to  revive  in  them,  and 
the  price  rose  to  1,500  livres.  In  August,  1723, 
the  Due  d'Orleans  was  declared  perpetual  direc- 
tor of  the  company,  but  he  died  on  the  2nd  of 
December,  and  the  shares  immediately  fell  to 
DOO  livres. 

548.  On  the  15th  of  February,  1724,  the  Due 
de  Bourbon,  who  succeeded  Orleans  as  prime 
minister,  and  who  had  made  enormous  sums  by 
the  company,  conferred  on  it  the  right  to  establish 
lotteries.  The  shares  again  rose  to  3,006  livres. 
In  1725,  it  recovered  the  monopoly  of  the  Indian 
trade,  the  African,  and  that  of  Louisiana,  and  the 
sole  right  of  selling  slaves,  tobacco,  and  coffee  in 
all  colonies  established,  or  to  be  established.  It 
was  enabled  to  start  afresh.  All  its  previous 
debts  were  cancelled.  It  had  thrown  away  a 
chance  in  Louisiana,  which  might  have  raised  it 
to  the  highest  power  and  wealth.  Once  more  a 
future  of  surpassing  brilliancy  was  opened  to  it. 
Under  the  name  of  the  French  East  India  Com- 
pany, it  founded  Fondicherry,  Chandemagore,  and 
other  settlements.  The  abilities  and  ambition  of 
its  servants,  Labourdonnais,  Lally  Tolendal, 
and  Dupleix,  first  founded  a  great  European 
power  in  the  east,  and  if  it  had  not  been  for  the 
genius  of  Clfve,  France,  and  not  England,  might 
have  been  at  this  moment  the  mistress  of  India. 
But  it  was  not  so  to  be.  Every  one  knows  the 
sequel  of  the  contest  in  the  plains  of  Hindostan. 
The  Company  overwhelmed  with  defeat,  debts, 
and  mismanagement,  was  finsdly  dissolved  in 
1769. 

549.  Such  is  a  plain  historical  narrative  of  the 
greatest  financial  catastrophe  the  world  had  then 
seen.  We  have  in  this  place  advisedly  abstained 
from  giving  any  account  of  Law*s  theory  of 
money,  upon  which  it  was  founded.    That  is 


fully  done  in  its  proper  place,  (Law),  and  we 
purposely  keep  the  narrative  of  the  facts  sepa- 
rated from  an  examination  of  the  theory.    At 
the  present  day,  it  is  usual  to  class  the  Idissis- 
sippi  scheme  along  with  the  South  Sea  bubble, 
as  the  type  of  everything  that  is  fraudulent,  and 
Law  himself  is  often  thought  to  be  nothing  but  a 
juggler,  an  imposter,  and  a  charlatan.    But  this 
is  a  very  hasty  and  erroneous  judgment  indeed. 
Even  men  who  were  opposed  to  his  system,  like 
St.  Simon,  bear  witness  to  his  integrity,  and  the 
sincerity  of  his  belief  in  his  own  theory.    No 
single  man  probablv  every  raised  a  country  in  so 
short  a  time  from  the  depth  of  misery  to  pros- 
perity, as  Law  did  France,  from  1716  to  1718,  by 
the  institution  of  his  bank.    It  was  like  the 
stroke  of  an  enchanter*s  wand,  and  contemporary 
writers  testify  that  the  marvellous  change  was 
regarded  with  wonder  and  admiration  tb-ough- 
out  Europe.    The  foundation  of  the  Mississippi 
company  was  no  swindle,  but  an  exceedingly 
well  devised  enterprise,  which,  if  it  had  been  pro- 
perly managed,  might  have  been  as  successful  as 
any  in  the  world.    Law*s  own  writings  prove 
that  be  had  as  sound  knowledge  of  bimking  as 
any  man  of  his  day,  which  is  also  proved  by  his 
administration  of  his  own  banking    company, 
before  it  was  converted  into  the  Royal  Bank,  and 
nodxed  up  with  an  erroneous  theory.    His  great 
error  lay  in  his  conception  of  the  nature  of  money 
and   credit.     In  his  general   proposition  that 
credit  might  be  advantageously  used  to  increase 
production,  he  was  undoubtedly  right.    But  his 
erroneous  notions  of  the  nature  of  credit  were 
founded  on  an  erroneous  notion  of  the  nature  of 
money.    But  his  notions  of  the  nature  of  money 
were  not  peculiar  to  him,  they  were  the  current 
notions  of  the  age,  and  they  were  held  by  many 
eminent  writers  long  afterwards.     For  it  was 
usually  conceived  that  money  is  the  sign,  or  re- 
presentatioe  of  wealth,  and  this  notion  is  fully 
adopted  in  the  Esprit  des  Lois  (MoRTESQUiibu). 
Now  it  is  the  invaluable  service  that  Tm*got  did 
to  the  science  of  Political  Economy,  to  shew  that 
this  conception  of  the  nature  of  money  is  erix>- 
neous,  that  money  is  not  the  represeniatine  of 
value,  but  an  independent  article  of  value  itself. 
It  is  the  very  first  lesson  in  Political  Economy  to 
understand  clearly  the  doctrine  established  by 
Turgot  of  the  nature  of  money,  and  wherein  it 
differs  from  the  current  doctrine  of  the    age. 
(CuBBBN cT :  MoMBT :  TuBooT.)    Bttt  successful 
as  Turgot  was  in  explaining  the  true  nature  of 
money,  he  whoUy  failed   in  understanding  the 
nature  of  credit.    For  he,  and  a  host  of  wnters 
after  him,  considered  instruments  of  credit  as 
representative  values,  as  being  the  signs  or  repre^ 
sentatives  of  goods^  ^or  money.    Now  this  is  the 
identical  fallacy  which  he  so  successfully  corn- 
batted  with  respect  to  money.    Law  instinctively 
felt  that  money  and  credit  are  homogeneous,  and 
his  idea  of  credit  was  the  necessary  and  logical 
consequence    of  his  idea  of  money.     Turgot 
whoUy  failed  to  see  that  his  doctrine  of  the 
nature  of  money  was  equally  applicable  to  that 
of  credit.    Instruments  of  credit  ai'e  not  the  s^ns 
or  representatives  of  value,  but  are  independent 
articles  of  value  themselves.    Credit  is  property, 
and  KOT  the  representative  of  property,  as  every 
man  who  is  acquainted  with  the  law  .of  instru- 
ments of  credit  knows.  (Btlbs,  Justice).  There 
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is  no  man  who  is  at  all  conversant  with  the  law 
of  inBtmrnents  of  credit,  who  can  fail  to  see  that 
Adam  Smith,  Ricardo,  and  other  English  Econo- 
mists have  wholly  misunderstood  the  nature  of 
credit.  The  chances  are  infinite  against  any  one 
who  does  not  understand  the  law  of  the  subject, 
forming  a  true  conception  of  the  matter.  Under 
the  article  Credit,  we  have  shewn  the  extraor- 
dinary self  contradictions  and  incongruities,  into 
which  the  most  eminent  writers  are  led  from 
erroneous  conceptions  of  its  nature.  We  must 
content  ourselves  here  with  referring  to  the 
various  articles  in  this  Dictionary  in  which  the 
subject  is  discussed.  (Bakk  Note:  Bill  of 
ExGHAHGE :  Bti^s  *.  Cbbdit  :  Promissort 
Note.) 

550.  Now  Law's  scheme  was  undoubtedly  a 
honajide  attempt  to  carry  out,  not  only  his  own 
theory  of  money,  but  that  which  was  generally 
prevalent  in  his  own  age.  The  history  and 
result  of  the  experiment  is  peculiarly  worthy  of 
study,  because  the  very  same  ideas  are  now  very 
extensively  prevalent,  and  are  maintained  by 
numerous  writers.  How  many  ingenious  works 
are  published  now,  in  which  credit  is  described 
as  the  mobilitaiian  of  propei'ty,  or  some  such  term 
as  that^  or  are  founded  on  the  notion  that  instru- 
ments of  credit  represent  property  (Cibszkowbki  ; 
Hiix,  Edwin.)  and  this  false  and  fatal  doctrine 
has  led  astray  even  able  Economists,  TBaudrii.- 
X.ART;  Garnier,  Joseph.)  Now  this  is  the 
very  doctrine  which  we  call  Lawism,  it  is  exactly 
the  very  essence  of  Law's  theory,  the  veiy  con- 
ception which  is  the  basis  of  his  **Syst^me,'' 
whose  history  we  have  just  narrated. 

551 .  Nor  is  it  just  to  attribute  the  awful  result 
wholly  to  Law.  Saint  Simon  expre43sly  tells  us 
that  it  was  greatly  due  to  the  boundless  extra- 
vagance of  the  Regent  and  the  Court.  Law  was 
surrounded  with  a  crew  of  rapacious  and  needy 
courtiers,  and  nobility,  who  believed  that  he  had 
in  his  hands  the  power  of  creating  boundless 
wealth.  These  persons  were  of  such  power  that 
no  man  in  his  position  could  resist  them.  Thus, 
shares  and  notes  were  multiplied,  and  the  future 
had  to  be  drawn  upon  to  support  the  credit  of 
the  present.  Immense  obligations  were  created 
which  nothing  but  enormous  profits  could  meet. 
And  these  profits  had  to  be  forced.  Thence  all 
the  violent  means  used  to  force  on  the  colony, 
and  the  jugglery  to  raise  the  value  of  the  shares. 
Then,  when  the  inevitable  laws  of  nature,  which 
had  been  so  fearfully  misunderstood,  operated, 
the  violent  tamperings  with  the  coinage;  to 
which  there  had  been  no  stronger  opponent  than 
Law  himself.  But  from  these  extravagant  issues 
of  paper,  Law  found  himself  in  a  fated  vortex, 
from  which  no  escape  was  possible,  and  thus 
enterprises,  which  in  themselves  were  sagacious 
and  beneficent,  were  brought  to  ruin,  by  a  false 
theory  destroying  and  overwhelming  what  was 
unquestionably  sound.  The  real  error  of  Law 
was  not  in  mistaking  the  efiects  of  credit,  but  in 
mistaking  its  nature  and  its  limits. 

552.  Nor  can  we  agree  with  M.  Levasseur,  who 
says  that  Law  erroneously  thought  that  the  stock, 
kz^  he  created  was  real  wealth,  whereas  it  was  only 
imaginary  9Ji6,  fictitious  riches.  The  stock  of  a  suc- 
eessM  enterprise  is  undoubtedly  part  of  the  wealth 
of  the  countTjT.  Does  any  man  doubt  that  the  stock 
of  the  Bank  of  England^  or  of  the  London  and 
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Westminster  Bank,  or  of  any  other  of  the  great 
banks,  or  East  India  Stock,  is  independent  pro- 
perty, and  part  of  the  wealth  of  the  country  P 
And  why  not  Mississippi  stock,  if  it  had  been  a 
successful  enterprise  ?  Even  if  the  superstruc- 
ture was  too  great,  and  ruined  the  whole,  would 
not  a  moderate  amount,  justified  by  the  reality, 
have  been  an  addition  to  the  wealth  of  the  coun- 
try ?  K  an  architect  builds  a  tower  too  high 
for  its  base,  and  the  whole  comes  tumbling  down 
and  is  destroyed,  that  does  not  prove  that  a  pro- 
perly constructed  tower,  and  one  suitable  to  its 
basis,  would  be  nothing.  And  this  was  Law's 
error,  and  the  error  of  his  theoiy,  it  wholly  failed 
to  show  what  were  the  true  limits  to  which  the 
operation  might  be  carried.  And  this  neglect 
ruined  the  whole,  and  destroyed  institutions 
which  might  have  been  of  incalculable  benefit 
to  the  country. 

553.    The  unfortunate  result  of  the  first  ex- 
periment of  a  bank  in  France  sickened  the  people 
of  paper  currency  for  many  years,  and  no  attempt 
was  made  to  found  another  bank  till  1776.    On 
the  24th  of  March  of  that  year,  the  king,  on  the 
report  of  Turgot,  issued  a  decree  in  fovour  of 
Jean  Baptiste  Gabriel  Bernard,  to  form  a  bank, 
which  was  called  the  Caisse  iEscompte,     Its 
capital  was  to  consist  of  15,000,000  livres,  of 
which  five  millions  were  to  be  kept  by  the  com- 
pany, and  ten  millions  deposited  in  the  Royal 
Treasury,  as  a  loan,  for  which  they  were  to  re- 
ceive receipts  for  13  millions,  payable  in  thirteen 
years,  in  half-yearly  payments.    The  bank  com- 
menced business  on  the  1st  of  June,  1776,  and 
they  were  allowed  to  issue  bank  notes,  payable 
to  bearer  on  demand,  at  discretion.    By  a  decree 
of  the  22nd  September,  1776,  the  constitution  of 
the  company  was  modified.    No  loan  was  to  be 
made  to  the  king,  the  sum  already  advanced  was 
repaid,  and  the  capital  was  reduced  to  twelve 
millions,  which  the  company  might  trade  with. 
By  another  decree  of  the  7th  of  March,  1779,  the 
shares  were  fixed  at  4,000,  and  the  funds  of  the 
company  were  only  to  be  employed  in  discount- 
ing bills  of  exchange,  and  other  negotiable  instru- 
ments, at  a  fixed  6ch^a3ice.    Interest  was  to  be 
four  per  cent,  in  time  of  peace,  and  4^  in  war. 
In  1783,  there  was  a  general  monetary  crisis  in 
Europe,  a  great  export  of  specie  took  place,  the 
exchanges  were   greatly  against   the    country, 
which,  of  course,  the  bank  was  unable  to  coun- 
teract, as  it  could  not  raise  its  discount  above 
four  per  cent.   A  very  severe  pressure  on  the 
bank  began,  and  on  the  26th  September  its  specie 
was  reduced  to  138,000  livres.    On  the  next  day 
a  Royal  decree  appeared,  authorizing  the  bank 
to  suspend  payments  in  cash  until  the  January 
foUowmg.    Its  notes  were  declared  to  be  legal 
tender,  and  all  actions  against  it  for  payment  of 
them  stopped.    Another  decree  of  the  30th  for- 
bade the  export  of  specie.    On  the  23rd  Novem- 
ber a  decree  made  the  acceptance  of  the  notes  in 
payment  voluntary.  At  the  same  time  the  capital 
was  increased  to  15  millions,  by  the  creation  of 
1,000  new  shares,  and  the  directors  were  ordered 
by  the  proprietors  always  to  maintain  a  reserve 
in  specie  of  from  one-third  to  one-fourth  of  the 
notes  in  circulation,  and  not  to  discount  anything 
but  negotiable  obligations,  not  exceeding  ninety 
days,  those  whose  6ch6ance  did  not  exceed  thirty 
days  at  four  per  cent.,  and  those  of  longer  date 
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At  4|.    On  the  10th  December  another  decree  i 
ordered  the  resumption  of  cash  payments  imme- 
diately, and  restramed  the  notes  which  the  bank 
might  issne  to  ten  millions. 

554.  On  the  16th  Angost,  1788,  the  gOTem- 
ment  were  obliged  to  adopt  a  partial  suspension  of 
payments,  and  an  edict  declared  that  all  future 
payments  should  be  made  partly  in  exche- 
quer bills,  or  billets  da  trSsar  rayal^  with  five 
per  cent,  interest,  and  partly  in  ca^.  On  the 
18th  an  edict  was  issued,  permitting  the  Caisse 
d*escompte  to  suspend  payments.  They,  how- 
ever, of  their  own  accord  continued  to  cash  their 
small  notes,  and  a  large  amount  of  cash  was  paid 
away,  so  that  a  second  edict  in  December, 
directed  them  to  stop  all  payments  in  cash. 
Necker,  being  at  his  wits*  end  to  raise  money, 
applied  to  them  for  a  loan  of  15  miUions  on  the 
security  of  exchequer  bills,  to  be  redeemed  in 
twelve  months.  Although  this  was  contrary  to 
the  express  orders  of  the  shareholders,  in  178S, 
they  complied  with  it,  as  well  as  several  other 
requisitions  he  made.  In  January,  1789,  the 
directors  lent  Necker  25  millions  firom  their  own 
funds,  and,  on  the  Ist  of  April,  they  made  him  a 
further  advance  of  notes  to  the  amount  of  10  mil- 
lions. In  September,  1789,  they  made  another 
of  12  millions,  also  in  notes.  Of  course  these 
continual  issues  of  inconvertible  paper  produced 
their  usual  effect.  They  fell  to  a  discount  of  5 
per  cent.,  and  drew  specie  out  of  circulation.  In 
September,  1789,  Mirabeau  severely  attacked  the 
conduct  of  the  Finance  Minister,  and  of  the  Caisse 
d^Escompte,  in  the  National  Assembly,  and  pro- 
X>osed  that  it  should  be  compelled  to  resume 
payment.  He  severely  stigmatised  the  suspen- 
sion as  a  breach  of  public  faith,  and  as  illegal. 
But  he  did  not  sacceed  in  his  motion.  On  the 
6th  of  November,  he  again  brought  the  subject 
before  the  Assembly.  He  said  (Moniieur  Uni" 
verseL  Vol  IL,  p.  146.  Edit  1857^  that 
specie  had  entirely  disappeared  from  circulation, 
and  that  it  had  been  exported  in  immense  quan- 
tities, and  that  all  commercial  transactions  were 
disorganized.  That  the  exchan^^es  had  turned 
heavUy  against  France,  and  that  it  was  very  pro- 
fitable to  export  specie,  that  bills  of  exchange 
in  Paris  had  fallen  into  utter  discredit,  and  could 
not  be  negotiated  on  any  foreign  exchange.  That 
this  disorganization  was  entirely  due  to  the  edicts 
which  had  authorized  the  Caisse  d*£scompte  to 
suspend  payments,  and,  at  the  same  time,  left  it 
with  an  uncontrolled  power  of  issue.  The  Caisse 
was  daily  augmenting  the  amount  of  paper  money 
in  the  most  alarming  way.  That  it  was  running 
the  very  career  that  Law*s  Bank  did.  The  notes 
were  daily  increasing,  and  daily  falling  in  credit. 
On  the  frontiers  95  livres  in  specie  were  equal  to 
100  in  paper,  which  naturally  drew  away  specie 
from  the  capital.  The  merchants  of  the  great 
commercial  cities  were  in  the  utmost  distress. 
At  Marseilles  there  were  scarcely  ten  houses 
which  were  not  in  the  utmost  straits.  Matters 
at  Bordeaux  were  no  better.  At  Nantes,  the 
merchants  had  been  obliged  to  organize  a  system 
of  private  credit  among  themselves.  Havre, 
Amiens,  and  Lyons,  were  equally  distressed; 
they  had  not  the  means  to  pay  for  grain,  which 
had  been  bought  by  a  patriotic  company.  It 
was  computed  that  200  millions  in  specie  had 
disappeared  from  circulation.    He  ended  by  pro- 


posing that  the  Assembly  should  devise  a  scheme 
for  a  National  Bank,  to  mana^  the  finances,  the 
public  debt,  and  restore  public  credit. 

555.  On  the  14th  November,  Necker  said 
that  an  immediate  loan  of  170  millions  was 
necessary  for  the  State.  He  proposed  that  the 
Caisse  should  be  erected  into  a  National  Bank, 
with  exclusive  privileges  for  10,  20,  or  80  years, 
with  a  Directorate  partly  elected  by  the  Share- 
holders and  partly  by  the  State.  That  it  should 
create  240  millions  of  notes  to  be  lent  to  the 
State,  and  to  be  redeemable  in  1791,  and  40 
millions  for  the  purpose  of  discounting  commercial 
bills.  This  plan,  however,  was  warmly  opposed 
by  Mirabeau  and  others,  and  rejected.  It 
appeared  that  it  had  at  that  time  advanced  85 
inlllions  to  Government,  and  besides,  had  upwards 
of  1 14  millions  of  notes  in  circulation.  So  much 
for  the  resolution  of  the  Shareholders  which  had 
ordered  its  issues  to  be  confined  to  10  millions  1 

556.  This  course  once  b^nn  could  not  be 
stopped.  On  the  1st  January,  1790,  its  advances 
to  government  had  increased  to  160  millioos, 
and  were  to  be  stUl  Airther  increased  to  240 
millions  by  the  Ist  of  July,  at  which  date, 
however,  the  government  had  undertaken  to 
liquidate  its  entire  debt.  In  February,  its  ad- 
vances to  private  parties  had  increased  to  144 
millions.  The  notes  were  falling  daily  to  a 
heavier  discount,  when  it  became  necessary  to 
adopt  another  plan,  and  the  Assignats  were 
devised,  and  it  is  remarkable  that  Mirabeau,  who 
was  such  a  strong  opponent  of  the  suspension  by 
the  Caisse,  and  of  its  inconvertible  notes,  was  one 
of  the  principal  supporters  of  the  Assignats.  As 
these  could  not  be  prepared  as  soon  as  was  expected, 
the  notes  of  the  Caisse  were  ordered  to  be  received 
instead  of  them,  and  to  be  converted  into  them 
when  they  were  ready.  On  the  29th  of  May, 
the  notes  had  fallen  to  a  discount  of  10  per  cent. 
On  the  1st  July,  the  King  published  a  proclama- 
tion, calling  upon  all  persons  to  exchange  their 
notes  for  Assignats,  and  finally  releasing  the 
Caisse  from  any  future  redemption  of  its  notes 
in  specie. 

557.  The  Caisse  was  thus  manifestly  struck 
with  a  fatal  blow,  but  it  continued  to  carry  on 
its  operations  some  time  longer.  But  the  exis- 
tence of  such  an  anomalous  institution,  issuing 
inconvertible  paper  at  will,  could  not  manifestly 
long  subsist,  and,  on  the  25th  August,  1792,  a 
proposal  was  brovght  forward  in  the  L^islative 
Assembly  to  suppress  it.  The  Caisse  offered  to 
redeem  900  millions  of  assignats  in  specie,  pro- 
bably with  a  view  of  staving  off  its  own  sup- 
pression, and  the  assembly  accepted  this  act  of 
patriotism.  Within  a  month  the  assembly  itself 
came  to  an  end.  The  National  Conventioa 
which  followed  took  no  heed  of  its  services,  and 
on  the  24th  of  August,  1793,  a  decree  was  passed, 
abolishing  the  caisse  d'escompte,  all  life  assurance 
companies,  and,  in  fact,  all  joint-stock  companies 
whatever,  whose  capital  was  formed  of  trtmsfer* 
able  shares,  and  prohibiting  all  such  companies 
for  the  future,  without  the  special  authority  of 
the  legislature.  Commissioners  were  appointed 
to  seal  up  all  its  repositories,  and  its  notes  were 
all  ordered  to  be  converted  into  assignats. 

558.  In  1796,  the  whole  system  of  Assignats 
was  destroyed;  and  a  metallic  currency  im- 
mediately   re-appeared.    The  cause  descompie 
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had  perished,  but  the  necessity  of  a  public 
bank  was  felt  so  strongly,  that  the  bankers 
of  Paris  soon  organized  one,  which  was  called 
the  Caisse  des  Comptes  Courants,  At  the  time 
this  bank  was  founded,  the  rate  of  interest  was 
three  per  cent,  per  month.  It  issued  notes  pay- 
able to  bearer  on  demand,  and  the  rate  of  interest 
was  soon  reduced  to  six  per  cent.  In  1798,  a 
seccmd  bank,  called  the  Cause  eCeicompte  de 
Commerce^  was  formed,  and  also  issued  notes. 
In  the  beginning  of  that  year  one  of  its  officials 
robbed  the  Cause  des  Camptes  Courtmts  of 
2,500,000  francs.  The  directors,  in  alarm,  gave 
notice  of  a  suspension  of  payments,  but  some  of 
the  more  strong-headed  shareholders,  and  some 
of  the  directors,  showed  that  it  was  still  solvent, 
and  that  the  SoUdariU^  or  joint  and  severalllability 
of  its  shareholders  secured  the  public  from  any 
loss.  The  bauk  opened  its  doors  next  day,  and 
the  declaration  of  liability  of  its  shareholders  re- 
assured the  public,  and  its  notes  suffered  no 
depreciation,  and  in  a  year  it  had  regained  more 
than  a  quarter  of  the  loss.  In  the  foUowlng  year, 
one  of  the  directors  of  the  Caisse  ctescompte  de 
Commerce  robbed  it  of  100,000  fruncs,  but  it  had 
abundant  means  to  cover  tiie  loss.  The  Bank  of 
Prance  assistod  it,  and  it  suffered  no  diminution 
of  public  confidence.  One  or  two  other  banks 
were  also  formed,  which  issued  notes, — and  this, 
too,  in  a  period  of  great  public  unsettlement. 

559.  After  the  events  of  the  18th  Brumaire, 
the  first  Consul  determined  to  form  a  State  Bank. 
A  considerable  amount  of  rivalry  had  existed 
among  the  different  companies,  who  tried  to 
injure  each  other.  Napoleon  determined  to  sup- 
press this,  and  only  to  allow  a  single  bank.  This 
was  created  by  a  decree  of  the  18th  of  January, 
1800,  and  it  began  operations  on  the  20th  of 
February.  Its  formation  was  very  slow ;  there 
were  30,000  shares  of  1,000  francs  each,  auUior- 
ized  to  be  created,  but  during  the  first  year  only 
7,447  were  taken.  All  public  monies  were  paid 
into  it.  The  other  companies  only  discounted 
bills  at  an  6cheance  of  forty-five  days ;  the  Bank 
of  France  extended  it  to  sixty  days.  In  the  filrst 
year,  it  discounted  to  the  extent  of  89  millions, 
and  in  the  next  one  to  182  millions.  In  1803, 
the  intention  of  Napoleon  to  suppress  all  other 
banks  was  carried  out.  On  the  1 4th  April,  a  mono- 
poly of  issuing  notes  was  conferred  on  the  Bank 
of  France,  all  other  associations  were  forbidden 
to  issue  new  ones,  and  obliged  to  withdraw  those 
that  were  out.  No  bank  might  be  formed  in  the 
departments  without  leave  of  the  government. 
The  bank's  privilege  was  given  for  15  years,  its 
capital  was  raised  to  45  millions,  and  its  dividend 
limited  to  six  per  cent.  All  profits  above  that 
wca^e  ordered  to  be  invested  in  government  secu- 
rities, as  a  reserve  fund.  It  gave  five  per  cent. 
on  deposits  till  1804,  and  four  per  cent,  after 
that. 

560.  The  bank  had  been  instituted  to  facili- 
tate the  operations  of  government.  One  of  these 
consisted  in  issuing  its  notes  against  public  secu- 
rities. The  receivers'  of  the  taxes  were  in  the 
babit  of  giving  their  promissory  notes,  in  antici- 
pation of  the  revenue.  It  was  the  custom  of  the 
bank  to  discount  these  at  six  per  cent.,  when 
private  parties  would  only  do  it  at  ten  or  twelve 
per  cent.  In  1804  it  had  discounted  from  twenty- 
five  to  thirty  millions  of  these  securities  direct 


to  the  government  itself.  Thinking  this  was  a» 
much  as  prudence  warranted,  they  refused  ad- 
vances to  several  government  contractors,  whose 
paper  was  also  of  the  same  description.  Napo- 
leon, with  that  insatiable  love  of  despotism, 
which  thinks  that  the  laws  of  nature  must  be 
subject  to  its  will,  and  wholly  unable  to  imder- 
stand  that  the  bounds  of  credit  are  limited,  and 
cannot  be  forced,  was  very  angry  with  the  bank, 
and  addressed  the  most  earnest  remonstrances 
to  it.  The  bad  effects  of  the  issues  were  already 
felt,  there  was  a  constant  drain  of  200  or  300 
thousand  francs  a-day  from  the  capital  to  the 
provinces,  and  the  bank  made  strenuous  efforts 
to  bring  specie  back  agidn.  At  the  end  of  1804, 
the  reserve  of  the  bank  amounted  to  255  millions 
of  stock,  but  the  uncovered  advances  to  the 
treasury  were  continually  increasing.  The  sit- 
uation inspired  the  directors  with  daily  increas- 
ing alarm.  They  thought  of  selling  their  public 
securities,  but  the  price  was  so  low,  that  it  would 
have  affected  their  credit.  Loans  were  raised 
upon  them,  and  foreign  credits  were  opened. 
But  they  could  not  diminish  their  advances  to 
conmierce,  and  their  notes  were  constantly  in- 
creasing from  tiie  discount  of  the  obligations 
coming  in  from  abroad.  The  loans  had  been 
raised  for  two  months,  and  at  the  expiry  of  that 
term,  the  lenders  refused  to  renew,  and  demanded 
payment,  under  threat  of  selling  the  securities. 
They  were  thus  in  the  utmost  straits,  and  deter- 
mined to  contract  their  commercial  discounts. 
They  refused  to  make  any  advances  to  commerce. 
This  brought  on  an  immediate  commercial  crisis. 
At  the  same  time  the  report  was  spread  that  the 
Emperor  had  carried  off  the  reserve  of  cash  with 
him  to  Grermany.  This  brought  on  an  imme- 
diate run  upon  it,  and  in  the  beginning  of  1806  it 
was  obliged  to  stop  payment.  At  this  time  it 
had  ninety-seven  millions  of  paper  under  dis- 
count, of  which  eighty  millions  were  government 
securities.  It  limited  the  payment  of  its  notes 
to  500,000  francs  a-day.  They  were  in  a  short 
time  reduced  to  48,334,000,  and  its  metallic  re- 
serve fell  to  1,136,000.  The  notes  fell  to  a  dis- 
count of  ten  per  cent. 

561.  These  were  the  very  same  causes  thai 
had  brought  on  the  stoppage  of  the  Bank  of 
England  previously  in  1797,  namely  an  extrava- 
gant demand  for  issues  on  government  securities, 
and  then  in  the  midst  of  this,  a  sudden  and 
violent  contraction  of  mercantile  discounts.  The 
report  of  the  Directors  said  that  the  usual 
demands  for  specie  were  500,000,  and  in  the 
height  of  the  panic  they  amounted  to  1^  millions. 
M.  Courcelle-Seneuil,  says  that  the  sudden  con- 
traction of  commercial  discounts  was  a  deplorable 
measure,  which  precipitated  the  crisis,  and  added 
real  to  imaginary  dangers.  Napoleon  was  much 
annoyed  at  this  crisis.  By  a  law  of  the  22nd 
April,  1806,  the  capital  of  the  bank  was  doubled, 
its  administration  waa  brought  more  under  the 
control  of  the  government,  and  its  privileges  were 
extended  to  1831.  Two-thirds  of  the  profits 
were  allowed  to  be  divided.  The  suspension 
lasted  four  months.  By  new  statutes  of  the  16th 
January,  and  the  18th  May,  1808,  it  was  per- 
mitted to  establish  branches  in  the  departments. 
On  the  10th  January,  1809,  one  was  opened  at 
Lyons,  and  one  at  Rouen,  and  on  the  29th  May, 
1810,  one  at  Lille,  but  the  rules  of  business  were 
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BO  strict,  that  they  had  no  success,  and  were 
abandoned,  and  the  capital  of  the  bank  was 
reduced  to  67,900,000  francs. 
•  562.  In  1812,  the  empire  began  to  ^ve  signs 
of  tottering.  People  were  afraid  to  undertake 
anj  enterprise,  and  discount  fell  to  two  per  cent. 
The  bank  had  then  in  reserve  114  millions  of 
specie,  and  notes  in  curculation  to  the  amount  of 
117  millions,  and  only  15  millions  of  paper 
under  discount,  which  actually  fell  to  10  millions. 
In  1813,  the  cash  fell  to  26  millloBS,  and  the 
notes  to  85  millions.  In  January,  1814,  a  run  of 
4^  millions  of  specie  took  place,  its  specie  fell  to 
6  millions,  and  its  notes  to  10  millions,  and  its 
deposits  on  current  accounts  to  1,300,000.  In 
1815  it  of  course  stopped  payment.  In  1818 
there  was  another  crisis,  which  we  hare  also  seen 
affected  the  Bank  of  England,  and  compelled  its 
third  suspension  of  cash  payments  in  1819.  The 
cash  in  July,  was  117  millions,  in  October  it  fell 
to  59  millions,  and  in  November  to  34.  The 
ichiance  of  bills  was  reduced  to  45  days. 

563.  About  this  time  somewhat  more  freedom 
was  allowed  to  banking  in  the  departments. 
Banks  were  opened  at  Rouen,  on  the  17th  May, 
1817;  at  Nantes  on  the  Uth  March,  1818;  at 
Bordeaux  on  the  23rd  November,  1818.  A  long 
interval  elapsed  before  any  others  were  formed. 
One  was  founded  at  Lyons  on  the  19th  June, 
1835 ;  at  Marseilles  on  the  29th  June,  1835 ;  at 
Lille  on  the  29th  June,  1836 ;  at  La  Havre  on  the 
25th  August,  1837;  and  at  Toulouse  on  the  Uth 
June,  1838.  The  Bank  of  France  seeing  the 
success  of  the  departemental  banks,  opened 
branches,  at  Rheims  on  the  6th  of  May,  1836 ;  at 
Saint  Etienne  the  17th  June,  1836;  at  Saint 
Quentin  on  the  16th  October,  1837;  at  Mont- 
pellierthe  19th  January,  1838;  at  Grenoble  on 
the  31st  March,  1840,  and  at  Angonl6me  the  24th 
April,  1840.  In  that  year  the  chai*ter  of  the 
Bank  of  France  was  continued  till  1867,  with 
power  reserved  to  revise  it  in  1855,  and  after  this 
no  departemental  banks  were  allowed  to  be 
formed.  The  Bank  of  France  established  new 
branches  at  Besan<?on,  Caen,  Chsiteauroux,  and 
Clermont-Ferrand,  in  1841 ;  at  Mulhouse  in  1843 ; 
and  at  Mans,  Nfmes,  Strasburg,  and  Valenciennes 
in  1846. 

564.  The  operations  of  the  Bank  in  1846 
were  unusually  extended,  and,  like  the  Bank  of 
England,  it  suffered  a  great  drain  of  bullion, 
which  fell  in  six  months  from  252  millions  to 
80  millions.  For  twenty -seven  years  the  rate  of 
discount  had  been  four  per  cent.,  in  the  beginning 
of  January,  1847,  it  was  raised  to  five  per  cent., 
which  lasted  till  January,  1848,  when  it  had  189 
millions  of  specie,  and  the  rate  was  reduced.  At 
the  end  of  1846,  the  directors  were  obliged  to 
obtain  specie  abroad,  and  they  borrowol  one 
million  from  English  capitalists,  at  five  per  cent, 
on  the  security  of  stock.  In  March,  1847,  the 
Bank  was  greatly  assisted  by  an  offer  from  the 
Russian  government  to  purchase  annuities,  to 
the  amount  of  50  millions  of  francs.  As  vast 
sums  were  due  to  Russia  for  the  purchase  of 
grain,  which  must  have  been  paid  in  specie,  as 
soon  as  the  navigation  was  open,  the  offer  was 
gladly  accepted  by  the  Bank.  This  greatly 
helped  to  reduce  the  pressure  on  the  Bank,  and 
it  neithei'  reduced  the  ech^ance  of  the  bills,  nor 
curtailed  its  accommodation  to  commerce.    The 


only  means  used  to  meet  the  drain  was  to  raise 
the  rate  of  discount,  and  by  the  end  of  the  year, 
the  specie  had  risen  to  181  millions,  and  was  still 
flowing  in.  When  the  revolution  broke  out  in 
February,  1848,  it  had  226  millions  of  specie. 
No  institutions  of  credit  could  expect  to  survive 
such  a  convulsion.  Nevertheless  for  a  long  time 
the  Bank  faced  it  bravely,  and  did  everything 
it  could  to  support  commerce.  In  fifteen  days 
from  the  26th  of  February,  to  the  16th  of 
March,  it  discounted  110  milliona.  Of  125  mil- 
lions it  owed  to  the  treasnir,  it  paid  77,  besides 
11  more  placed  at  the  credit  of  the  government 
in  the  departments.  It  also  discounted  43  millions 
at  its  fourteen  branches,  and  lent  great  assistance 
to  the  departemental  banks,  to  save  them  from 
stopping.  The  cash  in  Paris  fell  to  70  millions. 
On  the  15th  of  March,  it  paid  away  10  millions, 
and  then  had  only  59  millions  left.  It  was  evident 
that  the  Bank  could  not  go  on  paying  specie 
more  than  a  few  days  longer.  That  the  Bank 
should  stop  and  wind  up  its  business,  was  not  to 
be  thought  of.  On  the  evening  of  the  15tli,  a 
decree  of  the  government  declared  its  notes  l^gai 
tender,  and  authorised  it  to  suspend  paymentB» 
till  further  orders.  Its  notes  were  limited  to 
350  millions.  It  was  ordered  to  publish  a  state- 
ment of  its  affairs  every  week  in  the  Maniieur^ 
and  it  was  authorized  to  issue  100  firanc  notes, 
and  the  departemental  banks  wei*e  amalgamated 
with  the  Bank  of  France.  Thefr  stock  was  taken 
at  par,  and  the  Bank  allowed  to  increase  its 
issues  by  102  millions.  The  Bank  relieved  from 
the  necessity  of  paying  their  notes,  bought  40 
millions  of  specie  at  a  considerable  sacrifice.  It 
made  large  advances  of  specie  to  aid  the  govern- 
ment, in  March  30  millions ;  in  May  30  millions, 
in  June  150  millions,  in  instalments.  It  also 
assisted  the  cities  of  Paris  and  Marseilles  with 
large  loans,  and  many  other  establishments 
founded  to  support  credit,  and  advanced  to  a 
considerable  amount  on  merchandize  and  war- 
rants, which  it  was  not  authorized  by  its  statutes 
to  do.  The  advances  in  Pai*is  and  the  depart- 
ments amounted  to  60  millions.  It  made  ad- 
vances on  all  sorts  of  other  property  to  support 
industry.  It  treated  its  debtors  with  the  utmost 
leniency,  and  only  adopted  extreme  measures 
against  those  who  tried  to  deceive  it  By  these 
means  a  vast  amount  of  commerce  was  sustained, 
which  must  otherwise  have  fallen.  But  the  un- 
certain state  of  the  country  told  with  immense 
effects  on  trade.  The  discounts  at  the  bank, 
which  had  been  100  to  150  millions  from  January 
to  March,  fell  to  20  millions  in  December.  On 
the  16th  of  March  the  sum  under  discount  at  the 
bsmk  and  its  branches  was  305  millions ;  on  the 
28th  December  the  sum  at  the  bank  and  its 
branches,  including  all  the  departemental  banks, 
was  165  millions;  and  of  this  the  snm  at  the 
Bank  of  France  itself  was  only  42  millions. 

665.  In  1849,  matters  became  still  worse.  In 
1847,  the  total  of  operations  had  been  2,714  mil- 
lions ;  in  1848,  it  was  1,874  millions ;  and  in  1849, 
1,328  millions;  and  the  sum  under  discount  at 
the  Central  Bank  fell  to  23  millions.  On  the 
22nd  December,  1849,  the  bank  was  authorized 
to  increase  its  notes  to  525  millions.  Although 
it  had  been  authorized  to  suspend  payments,  it 
had  never  done  so  in  fact,  and  after  some  time, 
when  matters  got  more  settled,  it  had  practically 
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resnmcd  pa3nneiit.    As  soon  as  this  was  done, 
people  got  tired  of  carrying  their  silver  money 
abont,  and  demanded  notes  for  it,  but  the  bank's 
issues  were  already  at  their  full  legal  extent,  and 
eo^d  not  be  increased,  which  created  much  pub- 
lic dissatisfaction.    To  meet  this  case  its  power 
of  issue  was  increased  by  73  millions.    In  1850 
a  very  slight  improvement  took  place.    The  sum 
total  of  operations  increased  by  142  millions.    In 
1849  the  greatest  sum  under  discount  at  any 
one  time  was  47  millions,  and  in  1850,  it  was 
44  millions.     The  maximum  of  1847  was  231 
millions.    The  minimum  of  1847  had  been  152 
mUlions;  in  1850  it  was  23  millions.    In  1851 
the  progress  of  the  recovery  was  very  slow.   But 
in  1852,  when  order  seemed  to  be  restored  to  the 
state,  it*was  extremely  rapid,  and  the  operations 
of  that  year  fell  but  comparatively  little  short  of 
those  of  1847.     Interest  was  reduced  to  three 
per  cent., — ^the  lowest  it  had  ever  been.    In  this 
year  its  privileges  were  extended  to  1867.  During 
the  two  following  years  its  prosperity  continued 
rapidly  to  increase.     Soon  after  the  middle  of 
18^  a  very  severe  drain  of  bullion  set  in,  caused, 
probably,  by  the  war  in  the  Crimea,  and  the 
deficiency  of  the  harvest.  To  meet  this,  the  bank 
was  obliged  to  import,  at  a  great  expense,  from 
200  to  300  millions  of  specie,  and  to  impose 
restrictions  on  discounts.    This  was  caused  by 
the  absurd  restraint  on  the  rate  of  discount, 
which  was  limited  to  six  per  cent.,  when  the 
market  rate  was  considerably  higher.    In  1856, 
the  same  general  stringency  of  money  matters 
continued,  and  restrictions  were  imposed  on  the 
^ch^ance  of  bills;  on  the  5th  of  October  they 
were  reduced  from  90  days  to  60,  and  on  the  24th 
December  extended  to  73.    Purchases  of  bullion 
ataheavy  loss  continued  to  be  made  in  consequence 
of  the  absurd  law  fixing  the  rate  of  interest.    In 
consequence  of  this  absurdity,  during  18  months 
from  July,1855,to  December,  1856,  the  bauk  bought 
81 4,300,000  francs  of  specie,  at  a  loss  of  1 1,2 1 5,000. 
At  last  this  folly  was  repealed,  and  on  the  27th 
of  February,  1857,  the  restriction  was  taken  off, 
and  the  rate  of  discount  left  free.    The  necessity 
and  the  advantage  of  this  was  soon  seen  in  the 
great  crisis  of  November,  1857,  when  discounts 
rose  from  5^  in  June  to  8,  9,  and  10  per  cent,  in 
November,  according  as  the  ^chdance  of  the  bills 
was  30,  60,  or  90  days.    After  the  27th  of  Nov. 
these  rates  were  reduced  one  per  cent.,  and  after 
the  18th  of  December,  the  rates  were  reduced  to 
a  uniform  amount  of  six  per  cent.,  and  on  the 
29th  to  five  per  cent.  Heavy  purchases  of  bullion 
were  i^  made  in  this  year,  but  at  a  less  expense 
than  in  the  preceding  one.  In  1857,  the  privileges 
of  the  bank  were  extended  to  1897,  and  its  capital 
was  raised  to  182,500  shares  of  1,000  francs.    Of 
this  sum,  100  millions  of  francs  were  to  be  ad- 
vanced to  the  government  in  the  course  of  1859, 
and  to  be  applied  in  payment  of  the  uncovered 
balance  of  the  Treasury.  All  sums  charged  above 
six  per  cent,  for  advances  were  to  be  added  to 
the  capital.    It  was  allowed  to  issue  50  franc 
notes.    In  1867  the  Government  is  to  be  allowed 
to  direct  the  bank  to  erect  branches  in  those 
departments  where  none  exist. 

566.  The  Bank  of  France  was  prohibited  by 
its  statutes  from  discounting  bills  with  less  than 
three  solvent  names,  and  founded  upon  real 
transactions.    In  1808,  it  was  allowed  to  dispense 


with  one  name,  on  the  deposit  of  its  own  stock, 
or  government  security  to  the  amount  of  the  bill. 
In  1848,  a  deposit  of  merchandize  of  the  value  of 
the  bill  was  allowed  as  welL  In  1857,  shares, 
and  railway  debentures,  and  obligations  of  tha 
city  of  Paris,  were  allowed.  It  takes  no  obliga- 
tions beyond  three  months.  It  also  transacts  all 
the  other  usual  descriptions  of  banking  business. ' 
Profetpottr  Vitablissement  dune  Banque,  (Tune 
chambre  (Tescompte,  et  dun  mont^de'piite.  By 
Balthasar  Gerbier.    Paris,  1673. 

Premier  Mimoire  sur  les  Banques ;  prSsentS  d 

eon  aUesee  roydU^  Monseigneur  le  Due  Jj'OrUans^ 

RSgent  de  France.    By  John  Law.    Paris,  1715. 

Sicond  mSmaire  sur  lee  Banquee.     By  John 

Law.    Paris,  1715. 

De  la  caisse  deecompte.  By  Cotmt  de  Mirabeau. 
Paris,  1785. 

Banque  nationale.  By  Caritat,  Marquis  de 
Condorcet.    Paris,  1781. 

Banque  nationale^  pricidSe  de  Vexamen  dee 
principalee  Banquee  mtbliquee  de  r Europe,  et  de 
la  caiese  deecompte.    By  Gaudot.    Paris,  1789. 

ModeU  dun  nouveau  reseort  deconomie  poli' 
tiqucy  ouprqjet  dune  nouvelle  espece  de  Banque, 
mC  on  pourra  nommer  rurale.  By  Vicomte 
d'Aubusson.    Paris,  1789. 

Plan  de  Banque  nationale  immobiliere.  By  P« 
M.  Mengin.    Paris,  1790. 

Banque  municipale,  nScessaire  a  Undee  lee  viUee 
de  commerce  de  ta  France,  portant  euppreesion  de 
toutee  lee  impoeiiionef  et  liquidaiion  de  la  detfe 
citoyenne,  de  cnaque  municipalitS,  ByRoch^  Paris, 
1792. 

Coup  dceil  eur  le  Cridit  en  general,  et  sur  la 
Banque  territoriale.    By  J.  A.  Simonde. 

Considerations  sur  institution  des  principales 

Banques  de  F Europe,  et  principalement  sur  celle 

de  France.   By  L.  B.  de  Montbrison.   Paris,  1 805. 

TTieorie  des  Banques  descompte.     By  Count 

Garnier.    Paris,  1806. 

Sur  la  Banque  de  France,  les  causes  de  la  crise 
qtCelle  a  eprouvie,  les  tristes  effete  qui  en  sont 
resultis,  etles  mayens  den  prSvenir  le  retour,  avec 
une  thiorie  des  Banques.  By  Dupont  de  Nemours, 
Paris,  1806. 

Des  differentes  Banques  de  VEurope,  By 
Calenge. 

Traits  des  Banques,  de  lew  difference  reeUe,  et 
des  effete,  qui  en  resuUent  dans  leur  usage,  et  leur 
administration.  Translated  from  the  German  of 
Jean  Greorge  Bilsch.  By  Fran9ois,  de  L.  C. 
Paris,  1814. 

Prqjet  dune  Banque  nationale,  ou  moyens  de 
tirer  la  France  de  la  crise  actuelle.  By  Mathieu 
d*  Agoult,  formerly  Bishop  of  Pamiers.  Paris,  1815. 
Eclaircissement  sur  leprojet  de  Banque  nationale, 
riponse  aux  objections  jaites  centre  ce  prqjet.  By 
M.  Agoult.    Paris,  1816. 

Dee  Banques  et  de  leur  influence  pour  faciliter 
la  circulation  des  capitaux,  jaire  baisser  le  trop 
hautprix  deV  inter  it,  et  des  mesures  a  adopter  pour 
que  VagricuUure,  Vindusirie,  et  le  commerce  de  la 
France,  et  des  divers  Stals  jouissent  de  Vavantage 
de  tels  Stablissements.  ByA.  Sabatier.  Paris,  1817. 
Duprivil^e  de  la  Banque  de  France,  considSrS 
comme  nuisible  aux  transactions  commercials.  By 
J.  J.    Paris,  1819. 

Opinion  de  M.  VEveque  dAutun  (Talleyrand 
Perigord)  sur  les  Banques,  et  sur  le  retablissement 
de  Vordre  de  finances.    Paris,  1823.  " 
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D&rStat  actuel  de  la  Banque  de  France^  etdela 
nicessitS  eCen  modifier  le  rSgime,  et  de  diminuer 
son  capital.    By  Cn.  Ant.  Costaz.    Paris,  1826. 

Des  Banques^  et  dee  Itutitutions  de  Cridit  en 
Amerique^et  en  Europe.  ByGantier.  Paris,  1829. 

Des  Banques  dipargne^  de  prets  sur  nantisse* 
menty  et  descompte.  By  Felix  de  Yiyille.  Metz, 
1835. 

Des  SociStSs  par  actions,  des  Banques  en  France, 
By  Emile  Vincens.    Paris,  1837. 

Des  Banques  dSpartemeniales  en  France,  de  leur 
influence  sur  Us  progris  de  Vindustrie,  des  obstacles 
qui  s^opposent  a  leur  itablissement,  S^.  By  M. 
aEstemo.    Paris,  1838. 

Le  Cridit  et  la  Banque,  contenant  tin  exposS  de 
le  constitution  des  Banques  AmSricaines,  Ecossaises, 
Anglaises,  Francoises,  By  Oonrcelle-Senenil. 
Paris,  1840. 

De  la  Banque  de  France,  de  la  crise  monStaire, 
des  coupures  au  dessous  de  600  francs.  By  Moret 
de  Bord,  d^put^.    Paris,  1 847. 

Des  Banques  en  France,  leur  mission,  leur 
isoUment  actuel.  By  Louis  deNoison.  Paris,  1847. 

Organisation  du  cridit  fonder,    Paris,  1847. 

Theorie  des  Banques.  By  OUnde  Bodrigaes. 
Paris,  1848. 

Essai  sur  la  crise  financih^e,  et  Us  moyens  de  U 
faire  cesser,    ByL.Kochat.    Paris,  1848. 

Banque  TutiionaU  immobiliere  par  Tetat,  Paris, 
1848. 

Banque  agricoU  de  cridit  et  de  circulation.  By 
Marestaing  and  L.  Lapalme.    Paris,  1848. 

De  Torgamsaiion  du  Cridit  fonder.  By  L. 
Wolowski.    Paris,  1848. 

Histoire  de  la  caisse  deseompte,  1776-1793.  By 
J.  B.  L6on  Say.    Paris,  1849. 

Du  Cridit  et  des  Banques  hypothicaires.  By 
Charles  Barre.    Paris,  1849. 

Cercles  financiers,  prqjet  dune  institution  gin/i' 
raU  de  Cridit  en  France.  By  Lion  Todros. 
Paris,  1849. 

Le  sol  et  la  haute  Banque,  By  Paol  Coq. 
Paris,  1850. 

Projet  defondation  dune  Banque,  et  dune  mon" 
naie  universelUs.  By  Albert  Poncelin.  Paris,  1850. 

Des  institutions  de  Cridit  fonder  et  agricoU, 
dans  hs  dioerses  itats  de  V Europe,  By  J.  B. 
Josseau.    Paris,  1851. 

Becudl  des  lois  et  statute  relatifs  a  la  Banque  de 
Fra$ice  depute  ISOO,    Paris,  1851. 

De  r organisation,  de  VitabUssement  du  Cridit 
dans  rintiret  de  VagricuJture,  du  commerce,  de 
rindustrie,  et  du  travail  en  gineral.  By  L.  H. 
Henry.    Paris,  1851. 

De  la  monnaie,  du  cridit,  et  de  Vimp6t,  By 
Gnstave  dn  Puynode.    Paris,  1852. 

TraHii  tkHorique  et  pratique  des  opiratUms  de 
Banque,    By  Conrcelle-Senenil.    Paris,  1852. 

Etudes  sur  Us  Banques.    Nantes,  1853. 

Xato,  son  systeme,  et  son  epoque.  By  P.  A. 
Cochut.    Paris,  1853. 

Annuaire  des  institutions  de  Cridit  fonder. 
Paris,  1853. 

Considirations  sur  U  Cridit  fonder  etprqfet  de 
Banque  fondire.    By  L.  A.  Petit,    Paris,  1853. 

Iraiti  de  Cridit  fonder.  By  J.  B.  Josseau. 
Paris,  1853. 

Le  Cridit  fonder  en  AUemagne  et  en  France, 
By  S.  Delorme.    Paris,  1854. 

Histoire  des  grandes  opirations  financieres, 
banques,  bourses,  Sfc.  By  Capefigae.   Paris,  1854. 


Becherches  historiques  sur  U  sysUme  de  Law, 
By  £.  Levasseur.    Paris,  1854. 

Thiorie  ligcde  des  opirations  de  Banque,  By 
Eugene  Paignon.    Pans,  1854. 

Crise  monitaire,  de  la  situation  respective  des 
grands  itats  commercants.  By  L.  Mnret.  Paris, 
1855. 

De  la  Riforme  des  Banques.  By  Alfred  Darimon. 
Paris,  1855. 

Libre  monitisaiion  de  lapropriiti.  By  Charles 
Boutard.    Paris,  1856. 

Des  monts-de-pOti,  et  des  banques  deprH  sur 

fage,    en    France,  et   dans    Us  divers  itats  de 
Europe.    By  A.  Blaize.    Pans,  1856. 
La  Banque  nouvelU,     Prqjet  de  riforme  du 
systhne  financier,  ou  may  en  de  la  demonStisation  de 
toutes  Us  vaUurs,  By  James  NobeL    Paris,  1856. 

Historical  Notices  of  the  Rise  of  Banking  tit 
various  Countries, 

At  Bomb. 

567.  The  business  which  is  technically  called 
Bahkcnq  seems,  as  far  as  we  can  ascertain,  to 
have  been  invented  by  the  Romans.  It  is  tnie 
that  there  wei*e  abundance  of  money  dealers  and 
money  lenders  at  Athens,  and  other  places,  but 
their  business  seems,  as  far  as  we  can  discover, 
to  have  been  more  analogous  to  that  of  those  per- 
sons we  call  money  scriveners,  and  ^7/  discounters^ 
than  of  those  whom  we  call  bankers.  For  we 
have  seen  that  the  business  of  banking  technically 
consists  in  creating  credits  in  favor  of  the  persons 
who  deposit  money  with  the  banker,  and  in 
paying  debts  by  transferring  sums  from  one  account 
to  another,  as  well  as  by  making  all  advances  in 
the  first  instance  by  creating  a  credit.  This 
mode  of  doing  business  essentially  distinguishes 
a  banker  from  a  money  scrivener,  or  bill  discounter^ 
who  actually  advances  the  money  itself.  This 
seems  to  have  been  the  business  of  the  Athenian 

TpaTtZiraij  and,  if  so,  they  were  technically  bill 
discounters,  and  not  bankers. 

568.  The  Romans,  on  the  contrary,  practised 
the  business,  which  is  technically  called  banking, 
exactly  as  we  do,  nor  do  we  know  when  it  was 
invented.  The  earliest  notice  we  have  of  these 
banks,  or  argentaria,  is  in  Livy  IX.,  40.,  b.c.  308, 
where  they  are  spoken  of  as  being  already  placed 
in  the  forum,  where  they  always  continued.  But 
he  gives  no  account  of  the  method  in  which  the 
bankers  transacted  their  business.  The  comedies 
of  Plautus  are  full  of  allusions  to  bankers  and 
their  business.  He  calls  them  trapezitee,  argen' 
tarii,  and  danista.  We  have  Latin  words  corre- 
sponding to  the  method  of  keeping  banking  books. 
Thus,  seribere  was  to  give  credit  in  the  books, 
rescribere,  or  perscribere,  was  to  transfer  a  sum 
from  one  account  to  another  by  means  of  a  cheque, 
which  was  called  perscripUo,  or  attrtbutio.  Thus, 
in  the  Asinaria  n.,  4,  34,  Leonida  says, — 

"  Abducit  domum  ultro,  et  scribit  numos.*' 

"  Of  his  own  accord  he  brings  him  home,  and 
places  the  money  to  his  account.**  So  acceptum 
ferre  was  to  credit  a  customer's  account  with 
money  received,  expensum  ferre  to  debit  it  for 
money  paid.  Thus,  in  the  MosteUaria  i.,  3, 
146,— 

'*  Ratio  aooepti  et  expensi  inter  nos  oonvenit" 
"The  accounts  between  us  balance.**    Plautos 


BANKING  IN  CHINA. 

only  uses  the  word  mensa  to  mean  a  bank,  in  two 
places.     Cureidio  iv^  3,  4,— 

'*  Yelut  decern  minas  dmn  hlo  BoMt  onmls  mensas 
tranaiit." 

**  As  before  this  fellow  paid  me  the  ten  minae,  he 

had  to  go  to  every  banker*s ;"  and  in  the  Pseudolus 

I.,  3,  62,— 

"  Postquam  isti  a  mensa  suigimt." 

"After  these  bankers  broke.**  Bat  he  never 
uses  men»aritu  for  a  banker.  These  persons  are 
mentioned  numberless  times  in  his  plays.  So, 
also  in  Terence.    Phormio  v.,  7,  29, — 

'^  Sed  transi,  sodes,  ad  forum,  aique  illud  mOii 
Argentum  rursum  jube  rescribi^  Phormio. 
Phobm.    Quodne  ego  persoripsi  porro  illi8,quibu8 
debui?" 

"  But,  Phormio,  be  good  enough  to  go  over  to 
the  forum,  and  order  that  money  to  be  put  to  my 
account. 

Fhobm.  What !  that  for  which  I  have  already 
given  cheques  to  my  creditors  ?" 

So  Cicero,  (JEpist:  ad  AUicum  xvi.  2)  "  qui  de 
cccc.  Hs  cc  presentia  solverimus,  reliqua  res- 
cribamus.**  "Of  the  remaining  four  hundred 
scstertia,  I  have  paid  two  hundred  in  cash,  and 
I  shall  send  a  cheque  for  the  rest."  So  Orat :  pro 
Caecind  vi.  "  Se  autem  habere  argentarii  tabulas, 
in  quibus  sibi  expensa  pecunia  lata  est,  accepta- 
que  relata.**  "  But  he  himself  has  the  banker's 
books,  in  which  are  the  accounts  of  the  money 
paid  and  received.** 

569.  Although  we  have  seen  above  that 
Flaatus  uses  mensa  as  the  counting  house  of  a 
private  banker,  they  were  never  called  mensarii, 
xhe  latter  were  public  officers  of  high  rank,  who 
were  appointed  by  the  State  only  in  times  of 
great  public  distress,  when  the  plebeians  were 
weighed  down  with  the  accumulation  of  com- 
pound interest,  to  effect  a  compromise  between 
debtors  and  creditors,  and  to  advance  money 
from  the  treasury  to  citizens  in  distress,  on  the 
security  of  goods,  or  land,  or  cattle.  The  first 
appointment  was  made  348  B.  C.  (Livy  vii.  21.) 
They  were  then  five  in  number.  Oh  other 
occasions  fLivy  xxui.  21 ;  xxvi,  36)  they  were 
only  three  m  number.  They  seem  to  have  been 
instituted  for  very  much  the  same  purpose  as  the 
monti  di  pietd^  in  the  middle  ages  in  Italy,  and 
which  are  still  very  common  on  the  continent 
under  the  name  of  monU'de-piiti,    (Monte  bi 

PiXTiu) 

Ik  China. 

670.  We  have  seen  that  the  Romans  first 
invented  the  business  of  **  banking,**  namely, 
makii:^  instruments  of  credit  perform  the  duties 
of  money.  But  they  did  not  invent  bank  notes. 
The  invention  of  bank  notes  is  due  to  the  Chinese. 
In  tiie  beginning  of  the  reign  of  Hian-tsoung,  of 
the  dynasty  of  Thang,  about  the  year  807,  a.d., 
there  was  a  great  scarcity  in  the  country.  The 
Emperw  ordered  all  the  merchants  and  rich  per- 
sons to  bring  all  their  money  into  the  public 
treasury,  and  in  exchange  for  it  gave  them  notes 
called  fey-tksianj  or  flying  money.  In  three  years, 
however,  this  money  was  suppressed  in  the  capi- 
tal, and  was  only  current  in  the  provinces.  In 
960,  ▲.!>.,  Thai-tsu,  the  founder  of  the  Soung 
dynasty,  revived  this  practice.  Merchants  were 
allowed  to  deposit  their  cash  in  the  public  trea- 
suries, and  received  in  return  notes  called  pian' 
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thsian^  or  current  money.  The  convehience  of 
this  was  so  great  that  the  custom  quickly  spread, 
and  in  997  there  was  paper  in  circulation  to  the 
amount  of  1,700,000  ounces  of  silver,  and  in  1021 
it  had  increased  to  2,830,000  ounces.  At  this 
period  a  company  of  the  sixteen  richest  merchants 
were  permitted  to  issue  notes  payable  in  thred 
years.  But  at  the  end  of  that  term  the  company 
was  bankrupt,  which  gave  rise  to  much  public 
distress  and  litigation.  The  Emperor  abolished 
the  notes  of  this  company,  and  forbade  any  other 
joint  stock  banks  to  be  formed.  Henceforth  the 
power  of  issuing  notes  was  kept  in  the  hands  of 
the  government.  These  notes  were  called  hiao" 
tiUj  and  were  of  the  value  of  an  ounce  of  silver. 
In  1032  there  were  kiao-Uu  to  the  value  of 
1,256,340  ounces  in  circulation.  Subsequently 
banks  of  this  nature  were  set  up  in  each  province, 
and  the  notes  issued  by  one  provincial  bank  had 
no  currency  in  any  other.  These  were  the  first 
bank  notes  on  record, — that  is  to  say,  notes  issued 
in  exchange  for  money,  or  convertible  into  money, 
and  not  paper  money,  or  paper  created  without 
any  previous  deposit  of  specie.  Besides  these 
bank  notes  the  Chinese  manufactured  paper  money 
to  a  large  extent.    (Cubkbngt,  Paper.) 

Journal  Asiatique.  Vol  /.,  p.  256.  By 
Klaproth.    1822. 

Popular  error^concerning  the  dates  of  the  Bank  of 
Venice,  and  the  Bank  of  St,  George,  at  Oenoa, 

571.  A  crowd  of  writers,  including  among 
them  many  of  the  greatest  names  in  literature, 
have  assigned  the  date  of  1171,  or  even  1153,  to 
the  Bank  of  Venice,  and  that  of  1407,  to  the 
Bank  of  St.  George,  at  G«noa.  But  we  shall 
show  that  these  dates  are  both  extremely  erro- 
neous. The  Bank  of  Yenice  dates  only  from 
1587,  and  the  Bank  of  St.  Greorge  only  from 
1675.  To  say  that  they  were  founded  in  the 
years  1171  ana  1407  respectively,  is  exactly  as 
erroneous  as  it  would  be  to  say  that  the  Dukedom 
of  Wellington  was  created  in  the  year  1769,  be- 
cause the  illustrious  person  on  whom  that  title 
was  conferred  was  born  in  that  year.  No  doubt 
the  bodies  of  persons,  or  coporations  who  managed 
these  banks,  were  formed  in  the  years  1173  and 
1407,  but  the  Banks  were  only  founded  in  the 
years  we  have  mentioned,  namely,  that  of  Venice, 
in  15/7,  and  that  of  Genoa  in  1675. 

Historical  sketch  of  the  Rise  and  Progress  of 
Banking  in  Italy » 

572.  Money  dealers  established  themselves 
in  Italy  at  a  very  early  period  of  the  middle 
ages,  both  as  money  changers,  and  money  lenders. 
But  neither  of  these  constitute  banking.  As  far 
as  we  can  ascertain,  the  business  of  banking,  or 
dealing  in  credit,  was  revived  at  Florence  in  the 
early  part  of  the  12th  century.  It  was  intimately 
connected  with  the  invention  of  Bills  of  Exchange, 
(BiLi.  OF  ExcHANOB,)  which  was  practised  by- 
the  Lombards,  especially  those  of  Asti,  and  the 
people  of  Cahors,  in  the  department  of  the  Lot, 
in  France,  very  early  in  the  13th,  if  not  in  the 
12th  century.  The  business  of  bankers,  however, 
chiefly  flourished  at  Florence,  and  was  one  of  the 
principal  causes  of  raising  it  to  so  great  a  pitch 
of  conmiercial  eminence.     The  names  of  the 
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Bardi,  Acciajnoli,  Fenizzi,  Fitti,  and  Medici, 
were  famous  throughout  Europe.  In  1345  the 
Bardi,  and  the  Femzzi,  the  two  greatest  mer- 
cantile houses  in  Italy,  failed.  Edward  III 
owed  the  Bardi  900,000  gold  florins,  which  his 
war  with  France  prevented  him  paying,  and  the 
King  of  Sicily  owed  them  100,000  gold  florins. 
The  deposits  of  citizens  and  strangers  with  the 
Bardi  were  550,000  gold  florins.  The  Feruzzi 
were  owed  600,000  gold  florins  by  Edward  UI, 
and  100,000  by  the  King  of  Sicily,  and  the  de- 
posits they  owed  their  customers  were  350,000 
gold  florins.  The  fall  of  these  two  great  pillars 
of  credit  involved  that  of  multitudes  of  other 
smaller  establishments,  and,  says  ViUani,  (Istor : 
Fiorent:  xii.  55)  the  community  of  Florence  had 
never  been  thrown  into  such  ruin  and  disorder 
before,  and  thereupon  he  breaks  out  against  the 
folly  of  his  fellow  citizens  entrusting  their  money 
to  the  care  of  others,  for  the  love  of  gain.  The 
city  however  recovered  from  this  terrible  disaster, 
and  we  find  that  between  1430  and  1433,  76 
bankers  at  Florence  lent  the  state  4,865,000  gold 
florins.  At  one  time  Florence  is  said  to  have 
had  80  bankers,  but  not  any  public  bank. 

573.  In  the  16th  century,  there  were  40  great 
bankers  at  Naples.  They  were  obliged  to  deposit 
40,000  ducats  with  the  government,  as  security, 
and  they  were  bound  not  to  go  beyond  the  limits 
of  the  kingdom.  But  these  precautions  were  in 
vain.  They  frequently  failed,  causing  of  course 
great  distress,  and,  in  1575  the  government  deter- 
mined to  institute  a  public  bank.  This  was  the 
earliest  public  bank  in  Italy,  being  12  years 
before  that  of  Venice,  and  exactly  100  years 
before  that  of  Genoa,  both  of  which  are  er- 
roneously placed  before  it.  This  was  called  the 
Banco  di  A,  O,  P.  et  di  Pietd.  Several  other 
joint  stock  public  banks  were  founded  shortly 
afterwards,  viz.,  the  Banco  del  Popoh,  in  1589 ; 
the  Banco  dello  Santo  SpiritOy  in  1591 ;  the  Banco 
di  S.  Eligioj  in  1596 ;  the  Banco  di  S.  Oiacomo, 
in  1597;  the  Banco  delle  Povere^  in  1600;  and 
the  Banco  de'  SS,  Salvatore,  in  1640.  Frivate 
bankers  were  not  abolished,  but  they  could  not 
stand  the  competition  of  the  public  banks,  and 
ceased  to  exist  after  1604.  Whether  any  of  these 
banks  survived  the  Revolution  we  are  not  awai*e. 

Dc'  Banchi  di  Napoli,  e  delta  lor  ragione.  By 
Micfaele  Rocco.    Naples,  1785. 

Sul  credito,  U  bancke,  e  le  casse  di  risparmio. 
By  Carpi. 

At  Venice. 

574.  It  is  one  of  the  great  current  delusions 
of  historians  and  economists,  that  the  Bank  of 
Venice  was  founded  in  1171.  But,  in  the 
technical  sense  of  banking,  this  is  a  complete 
error.  We  have  seen  above  that  the  Bank  of 
Venice  was  not  even  the  first  public  bank  in 
Italy.  The  fact  is  that,  in  the  year  1171,  the 
Venetian  republic  was  oppressed  with  great 
financial  disorder,  in  consequence  of  wars  carried 
on  simultaneously  with  the  empires  of  the  east 
and  the  west.  In  order  to  extiicate  herself  from 
these  financial  difficulties,  the  State  levied  a 
forced  loan  from  its  citizens,  and  promised  them 
interest  at  the  rate  of  4  per  cent.  The  stock  was 
made  transferable,  and  a  body  of  commissioners 
was  erected  in  1173,  to  manage  the  transfer  of  the 
-stock,  and  the  payment  of  the  interest.    These 


commissioners  were  called  the  Camera  d^li 
Imprestiti,  Such  a  loan  has  several  names  in 
Italian,  such  as  compera,  mutuoj  but  the  most 
common  is  monte,  a  joint  stock  fund*  This  loan, 
in  1173,  was  called  the  monte  veccMo,  and,  in 
course  of  time,  several  others  were  contracted, 
and  two  especially  were  called  the  mofUe  novo^ 
and  the  monte  novissimo.  Now  we  have  shewn 
in  the  beginning  of  this  article  that  the  English 
word  bai^  is  the  equivalent  of  monte,  and  nnder 
Bbnbbiogs,  that  this  author  repeatedly  translates 
the  word  mons  by  bank,  and  especially  calls  these 
monti  at  Venice,  by  the  name  of  the  three  "^  banket 
of  Venice.^  It  is  thus  the  confusion  has  arisen. 
The  word  "bank"  is  the  translation  of  monte, 
but  it  has  no  relation  whatever  to  the  business  of 
banking.  These  banks  at  Venice  were  nothing 
but  commissioners  of  public  debts.  The  very 
same  error,  as  we  have  shewn  below,  prevails  with 
regard  to  the  Bank  of  St.  George,  at  Genoa. 

575.  The  first  "bankers"  at  Venice  were  two 
Jews,  who  obtained  leave  from  the  Senate,  in 
1400,  to  set  up  banking,  and  this  business  was 
afterwards  taken  up  by  many  of  the  nobility,  but 
towards  the  middle  of  the  latter  half  of  the  16th 
century,  many  of  them  failed,  and  caused  great 
public  distress.  Moreover  the  coinage  was  in  a 
great  state  of  confusion,  from  the  number  of  clipped, 
and  worn  foreign  coins  in  circulation,  which  dis- 
organized all  dealings  in  credit.  In  conse(|[uence 
of  some  political  changes  which  took  place  m  the 
constitution,  the  Senate  prohibited  the  nobility 
from  engaging  in  commerce,  and  organized  the 
Bank  of  Venice  in  1587. 

576.  Dr.  Lewis,  writing  in  1678,  says  (A 
large  Model  of  a  Batik,  p.  40),  "As  to  the  bank 
at  Venice,  it  is  not  of  any  very  long  standing — 
it  had  its  first  rise  from  the  dishonesty  of  the 
bankers.  The  bankers  at  Venice  did  just  as  our 
bankers  have  done  here, — ^they  got  men's  money 
into  their  hands  at  interest,  and  used  it  (as  was 
necessary)  to  their  best  advantage;  that  they 
might  make  a  better  profit  of  then:  money,  than 
the  interest  they  paid,  they  lent  it  out  to  insol- 
vent persons,  or  laid  it  out  in  desperate  cases, 
as  our  bankers  did.  Hence,  when  they  were 
disappointed,  they  did  unavoidably  break,  the 
creditor  lost  his  money,  the  conmion- wealth  their 
trade:  for  the  banker  got  what  he  could,  and 
fled  out  of  their  territories^  as  ours  do  into  the 
Kinfi^s  Bench, 

"The  States,  finding  such  an  intolerable  incon- 
venience, as  we  now  do,  if  men  lent  out  their 
money,  many  times  they  lose  it ;  if  it  lay  dead 
by  them,  trade  dwindles  away  by  this  stagnation, 
just  in  such  a  time  as  this  is,  the  States  set  up 
theu'  bank,  and  their  officers  became  cashiers  (as 
at  Amsterdam,)  for  about  two  millions  of  ducats, 
a  bank  sufficient  for  their  ti'ade,  which  was  kept 
in  specie  to  be  taken  in,  or  paid  out,  as  the 
merchants  desired  it,  until  the  necessity  of  their 
affairs  in  the  late  Turkish  wars,  forced  them  to 
expend  all  the  money  in  specie,  which  was  lodced 
in  the  bank ;  now  there  is  no  money  at  all,  neither 
is  any  money  in  specie  ever  paid  out ;  but  their 
bank  is  a  perfect  credit  bank,  and  the  fund  is  a 
mere  imaginary  thing;  yet,  because  the  fund 
being,  as  I  said,  four  millions  of  ducats,  which 
Venice  is  able  to  raise,  and  the  states  have 
obliged  to  pay,  (though  they  are  never  like  to 
pay  a  farthing  of  it  to  the  end  of  the  world)  all 
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men  accept  this  credit  as  money,  nay,  since  it 
hatli  been  in  this  condition,  the  veiy  credit 
hath  been  20  per  cent,  more  than  cash  in 
specie;  all  merchants  trading  thither  can  teli 
yon  credit  in  the  bank  is  mnch  better  than  cash 
in  the  chest;  the  reason  is  what  I  haye  first 
mentioned.  Credit  in  bank  is  more  safe,  more 
portable,  and  more  transferable  than  money  in 
specie,  and  so  of  greater  yalne,  as  gold  is  better 
than  silver. 

''Not  many  years  since  credit  in  Bank  at 
Venice,  (as  onr  merchants  can  remember)  was 
better  than  cash  in  specie,  by  more  than  twenty 
in  the  hnndred,  which  the  states  found  inconve- 
nient  for  their  trade:  the  States  coold  not  by 
any  law  suppress  this  excessive  exchange,  though 
they  made  it  capital  to  take  20  per  cent.,  till  at 
last  they  were  advised  by  a  sagacious  merchant 
to  bring  money  in  specie  into  the  bank  to  answer 
their  credit,  this  presently  brought  down  the 
exchange:  hence  some  merchants  here  thought 
the  credit  of  the  bank  was  impaired,  because  the 
exchange  fell,  when  it  was  quite  contrary,  the 
bank  paid  money  in  specie  instead  of  writing  off 
credit  from  one  to  another,  this  made  the  ex- 
change less.*"  This  passage  is  repeated  with  a 
few  verbal  alterations,  in  a  pamphlet  called 
England s  glory  by  a  Royal  Bank,  published  in 
1694. 

577.  This  organisation  of  the  Bank  of  Venice 
took  place  in  1587.  The  merchants  were  invited 
to  deposit  their  money  in  an  office  managed  by 
the  Commissioners  of  the  Public  Debts.  They  re- 
ceived a  credit  in  the  bank*s  books  equal  to  the 
actual  weight  of  the  ballion  deposited,  for  which 
they  conid  always  demand  an  equal  quantity  of 
bullion  at  any  time,  or  transfer  it  to  any  one  else. 
Thns  a  uniform  standard  of  payment  was  insured. 
It  was  enacted  that  all  bills  on  Venice  should  be 
paid  in  bank  money.  By  this  means  the  bank 
money  bore  always  a  premium,  compared  with 
the  current  money,  of  about  9  per  cent.,  called  an 
agio.  This  bank  did  no  business  on  its  own 
account,  and  as  it  professed  always  to  keep  the 
bullion  in  its  vaults,  it  is  clear  that  the  credit  it 
created  was  exactly  equal  to  the  bullion  displaced. 
This  is  an  example  oi  what  is  called  the  '^  cur- 
rency principle.** 

578.  Although  the  bank  transacted  no  com- 
mercial business  of  its  own,  the  temptation  of 
Qsing  the  money  deposited  in  its  vaults  was  too 
strong  to  be  resisted,  and  on  certainly  two,  if  not 
three  occasions,  it  suspended  payments.  Besides 
the  suspension  alluded  to  in  Dr.  Lewis's  tract 
above  quoted,  in  1678,  it  suspended  payment 
agidn  in  1691,  and  again  from  1717  to  1739,  when 
the  State  applied  the  money  in  its  vaults  to  the 
purposes  of  war.  Mr.  Cantillon  also  says  that  on 
one  occasion  it  tried  to  raise  a  loan  by  creating 
credits  in  the  Bank's  books,  but  this  was  done  to 
snch  an  extent  that  the  credits  fell  to  a  discount 
of  20  per  cent.,  as  compared  with  specie.  To 
remedy  this,  the  State  was  obliged  to  mortgage  a 
part  of  its  revenue  to  raise  a  fund  of  real  current 
specie,  to  purchase  these  transfer  credits,  which 
had  the  desired  effect  of  bringing  the  credits  to 
par.  The  author  does  not  give  the  date  of  this 
transaction.  (Analyns  of  Trade^  8fc,^  1759,  p, 
ISS).  The  Bank  was  destroyed  by  the  French 
in  1797,  the  same  year  with  that  of  Genoa. 


The  Bank  or  St.  Geobob,  at  Genoa. 

579.  The  origin  of  public  debts  at  Genoa  is 
even  earlier  than  those  of  Venice.  In  1148,  the 
Lignrian  Republic  conquered  Almeria  and 
Tortosa,  in  Spain,  and  found  themselves  greatly 
encumbered  with  debt.  Public  loans  were 
created  by  means  of  terminable  annuities,  which 
were  secured  on  the  taxes  and  customs  duties. 
In  process  of  time  these  loans,  or  mutui,  greatly 
increased,  and,  in  the  14th  century,  it  was 
thought  that  something  must  be  done  to  reduce 
them  to  greater  order.  In  1346,  it  was  proposed 
to  consolidate  them,  but  the  plan  was  not  carried 
out  then.  Towards  the  end  of  the  century  the 
republic  was  torn  with  internal  dissensions,  and 
in  1396,  Antoniotto  Adorno,  then  doge  for  the 
fourth  time,  thought  it  would  be  advisable  to 
apply  to  a  foreign  power  for  protection.  Appli- 
cation was  accordingly  made  to  Charles  VI.,  of 
France,  who  sent  Jean  Le  Maingre,  Marshal  of 
France,  as  Grovemor.  At  this  time  there  were 
a  great  number  of  different  offices  for  the  manage- 
ment of  these  loans,  which  were  also  called 
compere^  and  for  the  management  of  the  revenue, 
called  bv  a  variety  of  different  names.  The 
names  or  the  public  creditors  were  entered  in  a 
book  called  cartularioj  the  credit  was  called 
cohnncL,  and  the  creditor,  colonnarUe,  The  debts 
were  divided  into  shares  of  100  lire  each,  and 
made  transferable  at  will.  At  length,  in  1407, 
these  loans  fell  into  great  disorder  from  the 
political  disturbances.  The  Governor  called 
a  council  of  the  Ancients,  together  with  the 
Ufihj  di  Provisione  e  deUa  Moneta,  By  their 
advice,  eight  of  the  most  highly  esteemed  citizens 
were  appointed  a  conmiittee  to  devise  a  plan  to 
extricate  the  republic  from  its  difficulties.  All 
the  public  debts  were  consolidated,  and  all  the 
public  offices  were  formed  into  one  company, 
which  took  the  name  of  the  Ufficio  di  San 
Giorgio,  The  old  loans  at  7  and  8  per  cent, 
were  paid  off,  and  a  new  single  stock  at  6  per 
cent,  was  created.  The  company  gradually 
acquired  great  privileges  and  power,  they  were 
entrusted  with  the  collection  of  the  revenue,  and 
were  endowed  with  civil  and  criminal  powers  in 
all  matters  relating  to  the  taxes. 

580.  In  1453,  Pietro  Fregoso  was  doge.  The 
republic  was  distracted  with  internal  dissensions, 
and  the  expense  of  the  war  with  Mahomet  II., 
who  was  besieging  Constantinople,  and  the 
Genoese  settlement  of  Pera.  The  government 
ceded  to  the  Company  of  St.  Giorgio  Pera,  and 
its  other  colonies  m  the  Black  Sea,  in  fall  pro- 
perty. In  the  same  year  it  was  unable  to  main- 
tain its  authority  over  Corsica,  and  it  also  ceded 
it  to  the  Company,  with  full  power  to  equip  all 
forces  necessary  to  preserve  these  possessions. 
The  Company  was  so  embarrassed  by  the  ex- 
penses of  these  acquisitions,  that  it  was  unable 
to  pay  any  dividend  on  its  shares  in  1456,  and 
it  obtained  the  Pope's  leave  to  suspend  their  pay- 
ment for  three  years.  In  1479,  it  was  further 
released  from  paying  any  stated  dividend  in 
fdture,  and  allowed  to  divide  whatever  profits 
there  might  be  for  the  year.  In  the  same  year  a 
distinguished  citizen,  named  Lodovico  Fregoso, 
took  SiEurzana  by  stratagem  from  the  Florentines, 
and  the  state  being  too  weak  to  defend  it,  ceded 
it  to  the  Company.    In  a  short  time  it  also  ob- 
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tained  Serravalle,  Castelnovo,  Ortonovo,  and  S. 
Stefano.  In  1512,  Fieve  del  Pieco,  with  the 
territory  attached  to  it,  was  also  given  over  to 
it.  In  1514,  it  acquired  Yentimiplia  and  its 
territory,  and  in  1515,  Levanto  and  its  territory. 
"In  short,"  says  Machiayelli,  {Istorie  Fioreti' 
tine,  lib,  VIIL)  "the  Company  being  always 
wealthy  and  well  managed,  was  able  to  make 
constant  advances  to  the  city,  which  was  always 
in  difficulties.  The  city  first  conceded  the  cus- 
toms to  the  company,  as  security  for  the  loans, 
then  she  assigned  towns,  castles,  and  territories, 
80  that  the  company  had  at  that  time,  under  its 
administration,  the  greater  part  of  the  lands  and 
cities  of  the  Genoese  dominions.  Every  year  it 
sent  its  deputies,  selected  bv  vote,  without  the 
interference  of  the  state.  And  the  citizens  greatly 
preferred  the  rule  of  the  company  to  that  of  the 
state,  on  account  of  the  tyranny  of  the  latter, 
and  the  excellent  regulations  of  the  former.  The 
company  did  not  interfere  in  the  political  contests 
itself,  but  it  was  powerful  enough  to  compel  the 
successful  party  to  respect  its  laws.  Thus  this 
company  exhibited  an  extraordinary  spectacle, 
which  no  philosopher  had  ever  imagined,  namely, 
within  the  same  state,  and  among  the  same  citi- 
zens, there  was  liberty  and  tyranny,  justice  and 
licence,  and  order  and  disorder,  for  the  company 
alone  maintained  in  the  city  many  ancient  and 
venerable  customs, — and  if  it  should  happen,  as 
was  extremely  probable,  that  the  company  should 
obtain  possession  of  the  whole  city,  Machiavelli 
expected  that  Genoa  would  become  even  more 
illustrious  than  Venice.  Notwithstanding  this, 
the  company  found  that  the  administration  of 
these  territories  was  ruining  its  finances,  and  in 
1562  it  restored  them  to  the  state.  In  1539,  the 
debts  which  had  been  redeemable  were  chan^d 
into  perpetual  annuities,  the  operation  was  called 
magno  contratto  di  coruolidcueione^  and  the  com- 
pany was  put  in  full  possession  of  76  kinds  of 
taxes,  and  customs  duties. 

581.  All  this  time  the  Company  was  in  no 
sense  whatever  a  bank,  nor  ever  called  by  that 
name.  It  was  called  the  Casa,  or  Ufficio  di  S, 
Oiorgio  or  the  Administratori  delle  Compere  di 
S.  Uiorgio,  and  its  financial  business  was  to 
collect  the  taxes,  and  pay  the  dividends  upon 
their  shares.  In  1674,  they  presented  a  petition 
to  the  Government,  to  be  allowed  to  set  up  a 
bank,  which  was  granted  in  1675.  And  this  is 
the  true  date  of  the  formation  of  the  Bank  of 
St.  George.  It  was  decreed  that  by  means  of  the 
Bank  or  its  credit,  or  by  means  of  the  books 
of  S.  Giorgio  and  their  notes,  all  bills  of  ex- 
change, and  mercantile  obligations,  however  smaJl, 
and  all  payments  due  in  the  city  firom  aU  parts 
of  the  world  should,  be  paid.  The  Bank*s  notes 
were  made  the  only  legal  tender  in  the  city  for 
all  payments  above  100  lire,  and  they  were  to  be 
received  in  payment  of  all  taxes  at  the  treasury. 
This  Bank  in  a  very  short  time  acquired  great 
credit,  and  its  business  increased  so  rapidly,  that 
it  was  obliged  to  open  four  additional  offices. 

582.  This  Bank  was  at  the  height  of  its  power 
and  reputation  when  Law  visited  Genoa,  and 
there  is  every  reason  to  believe  was  what  fur- 
nished him  with  the  model  of  what  he  afterwards 
attempted  to  carry  out  on  a  much  greater  scale  in 
Paris,  and  which  ended  in  so  great  a  catastrophe. 
The  Bank  continued  to  flourish  till  Genoa  was 


captured  by  the  Austrians  in  1746.  It  had 
advanced  15  millions  of  lire  to  sustain  the  war, 
and  it  had  spent  not  only  its  own  money,  but  also 
1,333,088  lire  of  its  depositors.  The  Austrians 
plundered  it,  and  it  was  obliged  to  suspend  pay- 
ments. In  1750,  the  Senate  ordered  all  the  note- 
holders to  inscribe  their  names  in  a  register, 
called  Monte  di  Coneervazione,  the  debts  were 
capitalised  in  shares  of  200  lire,  which  were  to 
be  gradually  redeemed  by  lot.  Other  of  its  ob« 
ligations,  called  paghe,  were  also  due  to  the 
amount  of  64,000  lire.  These  were  also  capital- 
ised, as  a  Monte  Paghe,  on  the  same  terms  as  the 
others,  and  the  shares  were  made  transferable 
like  stock.  In  1777,  there  were  only  2,251  shares, 
and  7,663  paghe  unpaid,  and  they  were  then  con- 
verted into  public  stock. 

583.  In  1794,  Genoa  was  involved  in  the 
war  of  the  Revolution,  and  it  was  taken  by  the 
French  in  1797,  who  immediately  abolished  the 
Company  of  St.  George.  The  public  debts  were 
placed  under  the  protection  of  the  honor  of  the 
State,  and  the  circulation  of  its  notes  prohibited. 
In  1799,  the  sale  of  all  its  effects  was  ordered  in 
order  to  discharge  its  obligations,  but  commerce 
was  so  utterly  prostrated,  that  its  property  was 
sold  at  a  very  low  value,  and  the  proceeds  were 
insufficient  to  satisfy  all  its  creditors.  Thus 
ended  this  extraordinary  corporation.  Attempts 
were  made  in  1804,  and  in  1814,  to  resuscitate  it, 
but  they  fuled. 

Leggi  e  regolamenti  di  S.  Oiorgio,  Genova, 
1605. 

Helaziane  sugli  ufficiiy  caen,  luoghi,  entrata  e 
redditi  delle  compere  at  S,  Oiorgio  f  otto  al  Oovemo. 
1597. 

Relazione  sopra  S,  Oiorgio  fatto  al  Oooemo 
nel  1681. 

These  two  treatises  are  in  MS.  in  the  possession 
of  Signor  Carlo  Cuneo  of  Genoa. 

Saggio  sopra  la  hanea  di  S,  Gfiorgio,  By 
Count  Luigi  Corvetto.    Genoa,  1798. 

JDiseoreo  iniomo  alle  compere  di  S.  Oiorgio, 
By  Gerolamo  Serra,  in  the  4th  volume  of  his 
History  of  Grenoa. 

Memorie  sopra  Tantieo  debito  pubblico,  mnhti, 
compere,  e  Banco  di  S,  Oiorgio  in  Oenooa.  By 
Carlo  Cuneo.   Genoa,  1844. 

In  Swedbn. 

584.  The  Bank  of  Stockholm,  founded  in  1668, 
is  remarkable  as  being  the  first,  which,  according 
to  the  testimony  of  Law,  (Memoires  sw  les 
Banques,  p,  523.  Edit.  OuiUaumin.  1S51J. 
Voltaire,  (HiOoire  de  Charles  XII.  p.  33^ 
EdU.  1785.J,  and  Hume,  (Life,  by  J.  H.  BuHon^ 
Vol.  IL,p.  469  J  invented  bank  notes  in  Europe. 
The  money  of  Sweden  was  of  copper,  and  very 
inconvenient  tp  make  large  payments  with.  A 
cart  was  required  to  carry  a  moderate  amount  of 
it.  To  remedy  this  inconvenience  a  public  bank 
was  established,  in  which  the  merchants  deposited 
their  copper  money,  and  received  bank  notes  ia 
return  for  it,  which  were  used  in  payments  all 
through  the  country.  Payments  were  also  made 
by  transfers  in  its  books.  In  1726  an  edict 
enacted  that  the  notes  should  be  taken  in  pay- 
ment of  bills  of  exchange.  This  bank,  although 
first  instituted  as  one  of  deposit  only,  seems  after- 
wards to  have  done  commercial  business,  "  For,** 
says  M.  Gnstave  du  Puynode^  (^D«  la  Monnaie^ 
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^c,  p.  1 86  J  « it  lent,  not  only  on  bullion  and  other 
merchandise  not  subject  to  deterioration,  but  also 
on  real  property,  to  the  amount  of  three  -fourths 
of  its  value.**  In  1752  this  had  gone  on  to  such 
an  extent  that  it  gave  rise  to  great  alarm;  the 
bank's  fiinde  were  deeply  engaged  in  such  loans, 
and  the  owners  of  the  property  were  unable  to 
redeem  them.  In  1754,  the  debtors  were  allowed 
to  pay  their  obligations  by  annual  instalments  of 
of  five  per  cent.  We  have  read  somewhere,  but 
lost  the  reference,  that  when  the  exchanges  were 
against  the  country,  this  bank  used  to  suspend 
payments  to  prevent  the  drain.  We  much  regret 
that  so  little  is  known  in  this  country  of  the 
Political  Economy  of  Sweden,  where  the  third 
chair  of  the  science  was  founded,  and  where  it 
is  said  to  have  been  cultivated  with  considerable 
diligence. 

In  HoLLAim. 

585.  In  Cisalpine  countries  the  business  of 
Bakking  seems  to  have  been  first  practised  by 
the  Dutch.  Ajid  it  was  from  them  that  several 
English  writers,  in  the  beginning  of  the  17th 
century,  acquired  their  knowledge,  and  wished  to 
introduce  the  business  into  England.  Malynes, 
in  his  Consuetudo^  vel  Lex  Mercatoria,  published 
in  1622,  explains  their  method  of  doing  business. 
They  did  not  issue  notes,  nor  had  they  invented 
cheques.  When  a  merchant  had  sold  any  of  his 
credit  in  the  banker's  books,  it  was  his  custom  to 
go  and  tell  him  to  whom  the  credit  was  to  be 
transferred.  The  inconvenience  of  this  was 
obvious,  and  they  subsequently  either  invented 
cheques,  or  adopted  them  from  the  Italians. 
John  I^w,  writing  in  1715,  says  that  cheques 
were  not  then  used  in  England,  and  describes 
the  superiority  of  the  Dutch  method  of  doing 
business.  At  the  end  of  the  16th  century,  it  was 
contemplated  to  establish  a  bank  of  deposit  at 
Amsterdam,  but  the  intention  was  not  carried 
out  till  1609,  when  a  considerable  number  of 
bankruptcies  took  place.  An  account  of  the 
Bank  of  Amsterdam  is  ^ven  by  Adam  Smith, 
Book  lY.,  c.  3.  It  received  all  coins,  foreign  and 
domestic,  at  their  actual  weight  in  bullion,  and 
gave  the  depositors  credit  in  its  books  to  that 
amount.  A  small  deduction  was  made  for  the 
expense  of  management.  This  credit  was  called 
bank  money,  and  as  it  always  represented  the 
real  weight  of  bullion,  it  was  usually  at  an 
agio  of  about  9  per  cent,  above  the  current  worn, 
dipt,  and  degraded  coins.  It  was  enacted  that 
aU  bills  upon  Amsterdam,  above  the  value  of  600 
guilders,  should  be  paid  in  bankmone^.  The 
bank  also  received  gold  and  silver  bullion  at  a 
discount  of  5  per  cent.,  and  gave  the  depositor  a 
transferable  receipt  enabling  the  bearer  to  demand 
the  bullion  at  any  time  within  six  months,  upon 
re-transferring  to  the  bank  an  imount  of  bank 
money  equal  to  the  credit  originidly  given  for  the 
bullion,  and  paying  one-fourth  per  cent,  for 
silver,  and  one-half  per  cent,  for  gold  bullion.  If 
the  term  expired  without  payment  of  this  pre- 
mium, the  bullion  belonged  to  the  bank  at  the 
price  of  the  credit  given. 

586.  So  fiir  all  is  clear.  But  Adam  Smith 
then  goes  on  to  make  a  statement  which  seems  to 
ns  to  be  perfectly  unintelligible.  He  says,  "  The 
person  who,  by  making  a  deposit  of  bullion, 
obtains  boik  a  hank  credit  and  a  receipt^  pays  his 


bills  of  exchange  as  they  become  due  with  his  bank 
credit,  and  either  sells  or  keeps  his  receipt,  ac- 
cording as  he  judges  that  the  price  of  bullion  is 
likely  to  fall  or  rise.  The  receipt  and  the  bank 
credit  seldom  keep  long  together,  and  there  is  no 
occasion  they  should.*'  Surely,  there  is  some 
extraordinary  error  here.  How  can  a  man,  upon 
a  deposit  of  £100,  receive  both  a  transferable  re- 
ceipt, and  also  a  bank  credit  for  an  equal  amount  ? 
That  is  as  much  as  to  say  that,  for  every  deposit, 
a  man  received  credit  to  twice  the  amount.  This 
part  of  Adam  Smith's  account  of  the  bank's  tran- 
sactions, seems  to  us  to  be  wholly  unintelligible. 

587.  The  Bank  of  Amsterdam  professed  to 
be  a  pure  Bank  of  Deposit,  that  is,  to  make  no 
use  of  its  funds,  but  to  keep  in  its  vaults  an  equal 
amount  of  coin  or  bullion  to  all  its  obligations. 
Its  stability  was  severely  tested  in  1672,  in  the 
French  invasion,  when  every  one  rushed  to  de- 
mand his  deposit.  They  were  found  perfectly 
intact,  and  of  course  this  greatly  raised  the  credit 
of  the  Bank.  It  became  the  great  warehouse  for 
bullion  for  foreigners,  as  well  as  natives.  Not- 
withstanding its  professions,  and  the  solemnities 
with  which  each  successive  magistracy  at  Ams- 
terdam swore  to  keep  the  treasure  intact  in  the 
Bank's  vaults,  John  Law  shrewdly  suspected 
that  they  did  lend  it  out,  and  this  was  Mly  prov- 
ed in  1794.  They  had  for  a  very  long  series  of 
years,  notwithstanding  all  their  oaths,  been  ad- 
vancing large  sums  to  the  government,  and  to 
the  Dutch  East  India  Company,  as  well  as  to 
different  municipalitied  in  HoUand.  The  first 
shock  was  given  to  its  credit  in  1790.  In  that 
year,  (Dames^  Hist  of  Holland,  Vol  III,  p557. 
Udit.  1851J  the  East  India  Company  found 
themselves  in  great  difficulties.  For  many  years, 
they  had  been  suffering  a  heavy  annual  loss,  and 
had  only  been  supported  by  clandestine  loans 
from  the  Bank,  contrary  to  the  oaths  of  its  Direc- 
tors. In  December,  1790,  the  Bank  found  itself 
in  imminent  peril  trom  these  perpetual  advances, 
and  it  suddenly  announced  that  it  would  in 
future  fix  the  price  at  which  it  would  pay  out  the 
silver  held  in  deposit.  The  first  price  fixed  in- 
fiicted  on  its  holders  a  loss  of  10  per  cent.,  and 
it  refused  to  pay  any  deposits  of  less  tiian  2,500 
florins.  This,  which  was  nothing  less  than  an 
open  bankruptcy,  excited  the  utmost  astonish- 
ment and  alann.  Its  receipts  immediately  feU  from 
5  per  cent,  above  par  to  one-half  discount.  This 
of  course  brought  a  run  upon  it^  and  after  a  short 
time  the  order  was  rescinded.  The  public,  who 
at  that  time  had  no  knowledge  of  its  illegal  pro- 
ceedings, and  had  no  ostensible  cause  of  distrust, 
was  packed  for  the  time.  In  1794,  the  French 
entered  Amsterdam,  and  upon  investigating  the 
affiEtirs  of  the  Bank,  found  that  it  had  advanced 
nearly  11  millions  of  florins  to  the  East  Indian 
Company,  and  various  cities.  This  of  course 
was  fatal  to  the  Bank,  and  its  notes  immediately 
fell  to  a  discount  of  16  per  cent. 

588.  We  need  not  enter  into  any  further 
details  of  the  origin  or  history  of  banking  in 
other  countries,  as  what  we  have  already  given 
sufficiently  illustrates  the  different  principles 
adopted,  which  is  our  main  object.  While  we 
have  shewn  the  extreme  erroneousness  of  the 
current  opinions  regarding  the  early  origin  of 
some  of  the  most  celebrated  banks,  we  may  say 
that  the  Bank  of  Barcelona  was  in  reality  the 
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oldest  In  Europe.  It  was  founded,  Capman  j  tells 
ns,  in  1401,  bj  the  municipality,  for  the  use  of 
the  merchants.  It  was  a  bank  both  of  deposit 
and  discount,  and  the  property  of  the  city  was 
pledged  for  the  security  of  the  depositors.  It 
was  thus  founded  186  years  before  that  of  Venice, 
and  274  years  before  that  of  St.  George.  The 
Bank  of  Hamburgh  was  founded  in  1619,  on  the 
model  of  that  of  Amsterdam.  The  only  pecu- 
liarity in  it  was  that  it  gave  credit  on  the  deposit 
of  jewels,  as  well  as  bullion.  It  is  said  to  be 
nearly  the  only  one  of  the  old  banks  in  Europe 
which  still  survives.  For  further  information  see 
Bill  Bsokbs;  Cabdit  Mobilieb;  Cubrenct, 
Papbb;  Exchange  Banks  ;  Land  Bank;  Law; 
Monte  di  Pieta  ;  Sayinos  Bank. 

BANK  MONET.— The  first  Banks  of  Deposit, 
such  as  those  of  Venice,  Amsterdam,  Hamburgh, 
&c.,  received  coin  and  bullion  from  the  merchants, 
and  gave  them  a  credit  in  thoir  books  for  an  equal 
quantity  of  bullion  by  weigh^  payable  on  demand. 
These  credits  were  called  Bank  Money,  Moneta 
di  Banco,  J^\  bills  of  exchange  drawn  upon  the 
merchants  of  these  cities  were  made  payable  in 
this  Bank  Money,  because  it  insured  a  uniform 
standard  of  payment.  These  banks,  however, 
did  no  discount  business,  they  merely  received  a 
certain  quantity  of  bullion,  which  they  professed 
to  keep  in  their  vaults,  and  gave  an  equal  credit 
for  it.  (Consequently  this  transaction  did  not 
increase  the  quantity  of  the  currency.  It  has 
been  supposed  that  our  English  banks,  which  do 
not  issue  notes,  are  similar  to  those  Bai^  of 
Deposit.  But  this  is  a  very  grievous  error; 
because  our  banks  not  only  create  credits,  or 
bank  money,  by  the  purchase  of  bullion,  but  by 
the  discount  of  bills  of  exchange.  In  fact,  by  fiir 
the  larger  portion  of  what  are  called  deposits  in 
banks,  are  merely  credits  created  by  the  discount 
of  biUsj  though  they  are  invariably  treated  by 
English  writers  as  deposits  of  cash.  How  erro- 
neous this  is,  is  shewn  in  the  article  Bank. 

BANK  NOTE.--A  Bank  Note  is  a  promissory 
note  issued  by  a  banker,  or  banking  company, 
and  is  usually  in  the  form  of  a  promissory  note 
payable  to  bearer  on  demand.  It  is  the  highest 
and  most  powerful  instrument  of  credit,  and  is 
more  generally  regarded  as  a  substitute  for 
money  than  any  other. 

2.  Although  a  Bank  Note  is  usually  in  the 
form  of  a  promissory  note  of  the  banker  payable 
to  bearer  on  demand,  yet  it  is  quite  clear  that  the 
form  of  the  instrument  is  immaterial,  any  engage- 
ment of  the  banker,  or  liability,  is  equidly 
effective.  The  Bank  Ofaarter  Act  of  1844,  was 
passed  for  the  express  purpose  of  preventing  the 
creation  and  issue  of  Bank  Notes.  That  Act  only 
contemplated  Bank  Notes  in  the  form  of  promis- 
sory notes  payable  to  bearer  on  demand.  It  was 
soon  seen  that  the  Act  might  be  evaded  by 
bankers  giving  their  obligations  in  forms  which 
were  not  Bank  Notes.  Thus,  a  cheque  upon  a 
banker  payable  to  bearer  on  demand,  and  accepted 
by  him,  is,  to  all  intents  and  purposes,  a  Bank 
Note.  Man^  country  banks  had  begun  to  issue 
obligations  m  such  a  form,  which  was  a  clear 
contravention  of  the  intention  of  the  Bank  Act. 
In  order  to  put  a  stop  to  this,  the  Stamp  Duties 
Act,  Statute  1854,  c.  83,  s.  11,  defines  what  shall 


be  considered  a  Bank  Note.  It  says,  ^^  In  order 
to  prevent  evasions  of  the  regulations  and  pro- 
visions of  the  said  respective  Acts,  it  is  expedient 
to  define  what  shall  be  deemed  to  be  Bank  Notes 
within  the  meaning  thereof  respectively.  Be  it 
enacted,  that  all  bills,  drafts,  or  notes,  (other 
than  notes  of  the  Bank  of  England),  which  shall 
be  issued  by  any  banker,  or  the  agent  of  any 
banker,  for  the  payment  of  money  to  the  bearer 
on  demand;  and  all  bills,  drafts,  or  notes  so 
issued,  which  shall  entitle,  or  be  intended  to 
entitle  the  bearer  or  holder  thereof  without 
endorsement,  or  without  any  further  or  other 
endorsement  than  may  be  thereon  at  the  time  of 
the  issuing  thereof,  to  the  payment  of  any  sum  of 
money  on  demand,  whether  the  same  shall  be  so 
expressed  or  not,  in  whatever  form,  and  by  whom- 
soever such  bills,  drafts,  or  notes,  shall  be  drawn, 
or  made,  shall  be  deemed  to  be  Bank  Notes  of  the 
banker  by  whom  or  by  whose  agent  the  same 
shall  be  issued,  within  the  meaning  of  the  Bank- 
ing Acts." 

3.  Bank  Notes  are  one  of  the  varieties  of 
promises  to  pay,  one  of  the  two  grand  divisions 
mto  which  all  instruments  of  credit  are  divided. 
(Pbomissobt  Notes).  It  is  {dleged  that  they 
were  first  used  in  Sweden.  (Bank  of  Sweden). 
Promissory  notes  were  not  recognized  as  part  of 
the  law  merchant  in  this  country  till  a  very  long 
time  after  bills  of  exchange,  although  they  were 
in  common  use  in  Holland  in  the  early  part  of  ^e 
17th  century.  Malvnes,  in  his  Lex  Mercatoria^ 
published  in  1622,  describes  the  bills  obligatory, 
or  of  debt,  then  in  use  among  the  merchants  of 
Amsterdam,  Middleborough,  and  Hamburg,  and 
strongly  advocates  their  introduction  into  Eng- 
land. But  the  banks  in  Holland  at  that  time  did 
not  use  them.  (Maltnes).  It  was  about  1673 
that  the  goldsmiths  or  bankers  began  to  shorten 
their  notes  into  the  present  form,  but  it  was  long 
before  the  law  would  sanction  them,  and  when 
the  Bank  of  England  was  founded  in  1694,  it  was 
necessary  to  insert  a  clause  to  legalize  its  notes, 
and  to  make  them  trtmsferable  by  indorsement. 

4.  The  subject  of  Bank  Notes  might  no  doubt 
be  discussed  under  the  general  terms  CRSDrr,  or 
Pbomissobt  Notes,  but  there  has  been  so  much 
controversy  respecting  them,  and  their  nature, 
that  it  will  be  more  convenient  to  discuss  them 
separately,  and  to  examine  the  opinions  of  somo 
writers  respecting  them.  To  investigate  and 
understand  thoroughly  the  nature  of  Bank  Notes, 
and  the  functions  they  i>erform,  will  involve  some 
of  the  fundamental  conceptions,  and  several  of 
the  greatest  subtleties  in  Political  Economy,  and 
a  full  discussion  of  the  subject  will  clear  our  way 
to  strike  at  some  very  prevalent  fallacies. 

5.  We  have  pointed  out  (Pbbliminabt  Dis- 
coubsb;  Gubbenct;  Tubgot;)  the  immense 
service  Tnrgot  did  to  the  science  of  Political* 
Economy  by  establishing  the  proposition  that 
money  is  a  separate  and  independent  article  of 
value.  The  great  fallacy  which  he  successfully 
combated  was  that  money  was  the  sign  or  repre^ 
sentaHve  of  value,  (Montesquieu),  and  it  was 
upon  this  fundamental  misconception  that  John 
Law's  theory  of  money  is  founded.  Because  he 
argued  this  way,  that  money  being  only  the  sign 
or  representative  of  value,  or  the  representative  of 
material  wealth,  it  was  of  no  consequence  of  what 
material  money  was  made,  and  that  there  might 
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be  afl  maeh  money  as  there  was  material  wealth, 
and  consequently  that  as  much  paper  money 
might  be  created  as  would  represent  all  the 
material  wealth  of  the  country.  (Law). 

6.  Tnrgot  struck  at  the  root  of  this  fallacy  by 
shewing  that  money  is  not  a  fun,  or  repre- 
aentative  of  value,  but  an  independent  article  of 
value  itself.  He  says,  of  ffold  and  silver,  ^*  Us  ne 
sont  point,  comme  bien  aes  gens  Tout  imaging, 
des  signes  de  valeurs;  ils  out  enx-mdmes  une 
valeur.  S*il8  sont  susceptibles  d'etre  la  mesure 
et  le  gage  des  autres  valeurs,  cette  propri^t^  leur 
est  commune  avec  tons  les  autres  objets  qui  ont 
one  valeur  dans  le  commerce,**  (Sur  laformaHon 
et  la  distrUnUian  des  richesees^  §  45),  and  this  doc-* 
trine  has  been  approved  of,  and  adopted  by  all 
economists  of  any  note  since  his  day.  This 
principle  is  the  foundation  stone  of  Political 
Economy.  But  Tnrgot  left  his  work  incomplete ; 
for  it  is  not  enough  to  shew  that  money  is  an 
article  of  independent  value,  but  it  is  also 
necessary  to  shew  how  much  money  is  required. 
And  that  we  have  done  in  our  Elements  of  PoU" 
tical  Economy^  and  in  the  article  Currshgt. 
We  have  shewn  thai  when  an  exchange  of  equal 
values  in  commodities  takes  place  there  is  no 
room,  or  necessity,  for  money,  but  that  when  an 
uneqwd  exchange  takes  place,  then  a  certain 
quantity  of  money  is  required  to  make  up  the 
balance.  Hence,  the  quantity  of  money  required 
is  the  quantity  of  debt  that  would  ensue  if  there 
was  no  money,  and  thus  it  is  in  its  nature  a 
general  instrument  of  credit,  as  Burke  and  Adam 
Smith  saw.  Hence,  we  not  only  shew  that 
money  is  an  independent  quantity,  but  we  also 
shew  the  quantity  of  it  that  is  required. 

7.  But  the  very  same  authors,  Tnrgot,  and 
J.  B.  Say,  who  have  done  so  much  to  lay  the 
comer  stone  of  Political  Economy  with  respect 
to  money,  are  the  very  ones  who  have  done  in- 
calcolable  mischief,  and  are  the  authors  of  im- 
mense error  with  respect  to  credit,  and  of  exactly 
the  same  nature,  too,  as  what  they  delivered  the 
world  from  with  respect  to  money. 

8.  Up  to  a  comparatively  recent  time  it  was 
always  customary  to  consider  an  instrument  of 
credit  as  representing  goods;  thus  a  bill  of 
exchange  was  universally  treated  as  representing 
the  goods  which  it  was  exchanged  ror.  This 
fallacy,  however,  is  now  slowly  and  gradually 
dispersing.  Mr.  Thornton,  in  his  essay  upon 
Paper  Credit,  was  among  the  first  to  notice  it, 
and  at  the  present  day  it  is  only  veiy  careless 
and  ill  informed  writers  who  speak  of  bills  of 
exchange^  as  representing  commodities.  It  is 
perfectly  weU  understood  that  there  is  no  con- 
nection whatever  between  a  bill  of  exchange 
and  tiie  goods  it  purchases,  or  is  exchanged  for. 
Nor  does  a  bill  of  exchange  represent  money, 
because  there  is  no  connection  between  it  and  any 
particidar  money,  but  it  is  only  an  engagement 
to  pay  money,  and  derives  its  whole  value  from 
the  belief  that  at  a  particular  time  it  will  be  ex- 
changed for  money.  Thus,  the  clouds  of  error 
slowly  disperse,  and  by  toilsome  marches  pro- 
gress is  at  length  effected. 

9.  But  this  identical  fallacy,  which  was  first 
dispelled  with  respect  to  money,  and  next  with 
r^ard  to  bills  of  exchange,  is  still  almost  uni- 
versally prevalent  with  regard  to  Bank  Notes. 
Bank  jSotea  are  a  promise  to  pay  money  on 


demand,  and  a  banker  is  bound  to  have  money 
to  pay  them  with  on  demand,  and  consequently 
they  are  supposed  to  represent  money.  But  this 
is  a  profound  delusion.  Bank  Notes  do  not  repre" 
sent  money  at  all.  Instruments  of  credit  are  not 
signs^  or  representatives  of  value,  as  even  the  best 
writers  too  often  say,  but  they  are  independent 
articles  of  value  themselves. 

10.  In  this  article,  as  well  as  those  on  Bills 
OF  ExcHANQB,  Cbedit,  aud  Promissobt  Notxs, 
we  shall  endeavour  to  complete  the  work  begun 
by  TuBGOT,  with  respect  to  money,  by  exten£ng 
its  arguments  to  instruments  of  credit. 

11.  When  two  ideas  are  superficially  similar, 
but  really  distinct,  the  best  way  to  exhibit  the 
difference,  is  to  bring  them  into  the  closest  con- 
trast. We  shall,  therefore,  enforce  the  doctrine 
just  stated,  by  contrasting  Bank  Notes  with 
another  class  of  negotiable  instruments,  with 
which  they  are  very  often  confounded,  but  fi-om 
which  they  are  nevertheless  fundamentally  dis- 
tinct ;  and  upon  the  confusion  of  which  Law^s 
theory  of  money  is  based.  These  other  nego- 
tiable instruments  are  Bills  of  Lading,  and  Dock 
Warrants,  (Bill  of  Lading  ;  Dock  W abkast.) 
which  have  some  points  of  resemblance  with  bills 
of  exchange,  and  are  often  supposed  to  be  of  the 
same  nature.  The  instrument  of  credit,  however, 
which  a  Bill  of  Lading,  or  a  Dock  Warrant,  most 
resembles  is  a  Bank  Note,  and  we  shall  now  con- 
trast them. 

12.  When  property  is  deposited  in  the  ware- 
house of  a  dock,  the  owner  of  it  receives  a  paper 
called  a  Dock  Warrant,  which  he  can  transfer  by 
endorsement  to  any  one  else,  who  can  endorse  it 
over  to  any  one  else,  and  so  on.  Or  a  shipmaster 
gives  a  receipt  for  the  goods  he  receives  on  board, 
called  a  Bill  of  Lading,  which  the  owner  of  the 
goods  can  transfer  by  endorsement  to  any  one 
else,  and  so  on.  And  any  holder  of  the  Dock 
Warrant,  or  Bill  of  Lading,  may  have  the  goods 
on  demand.  These  instruments  represent  ^qoAia, 
When  a  customer  deposited  money  m  a  Bank,  he 
received  an  equal  amount  of  Bank  Notes,  which 
formerly  he  could  transfer  by  endorsement  to  any 
one  else,  who  might  endorse  them  to  any  one  else, 
and  so  on,  and  the  holder  of  the  note  might 
demand  payment  of  it  on  demand  from  the 
banker.  In  modem  times,  it  is  true,  the  endorse- 
ment of  a  Bank  Note  has  fallen  into  disuse,  but 
when  they  were  introduced  it  was  indispensable, 
and  it  in  no  way  affects  the  question  we  are  dis- 
cussing. Now,  because  the  holder  of  a  Bill  of 
Lading,  or  a  Dock  Warrant,  can  obtain  the  goods 
on  demand,  and  the  holder  of  a  Bank  Note  can 
obtain  money  on  demand,  and  they  are  all  nego- 
tiable instruments,  it  is  a  very  common  opinion 
that  these  instruments  are  all  of  the  same  nature, 
and  that  as  Bills  of  Lading  represent  goods,  so 
Bank  Notes  represent  money. 

13.  It  is,  nevertheless,  one  of  the  most  funda- 
mental conceptions  in  Political  Economy,  that 
these  instruments  though  presenting  some  points 
of  superficial  resemblance,  are  yet  fundamentally 
distinct.  And  to  understand  the  nature  of  this 
distinction  is  the  basis  of  the  tlieory  of  money. 
The  confusion  of  these  two  things  is  at  the  root  of 
two  very  opposite  schools  of  error,  for  it  is  upon  not 
comprehen<Ung  this  distinction  that  the  schemes 
of  basing  paper  currency  upon  land,  upon  commo- 
dities, and  upon  the  public  funds,  are  founded. 
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which  is  Law's  Theory  of  Money,  which  has  led  to 
so  many  frightful  catastrophes,  and  which  is  at  the 
root  of  much  of  the  vice  of  American  banking. 
But  the  same  fallacy  is  also  at  the  root  of  a  very 
opposite  school  of  error — namely,  that  of  the 
currency  principle.  One  party  wish  to  confine 
bank  notes  to  the  exact  amount  of  specie  they 
displace,  the  other  party  wish  to  extend  the  issne 
of  paper  money,  so  as  to  represent  all  values,  as 
well  as  specie,  or  to  mobilize  all  values,  as  their 
jargon  is. 

14.  In  order  to  exhibit  clearly  the  fundamental 
distinction  between  these  two  species  of  paper 
instruments,  we  shall  shew  how  each  arises. 

When  a  man  delivers  goods  to  another,  to 
carry,  or  to  keep  for  him,  it  is  termed  in  law  a 
Bailmbht.  Though  the  bailee,  or  the  person  to 
whom  the  goods  are  entrusted,  grants  a  receipt 
for  them,  which  may  be  transferable  by  indorse- 
ment, and  he  may  engage  to  deliver  them  to  any 
person  to  whom  this  receipt  may  be  lawfully 
transferred,  the  receipt  and  the  goods  constitute 
one  property.  The  bailee  has  no  property  in  the 
goods,  but  merely  the  duty  to  keep  them  safely, 
and  deliver  them  to  the  true  owner  on  demand. 
The  actual  property  of  the  goods  goes  with,  and 
is  inseparable  from,  the  Bill  of  Lading,  or  the 
Dock  Warrant,  which  is  therefore  truly  said  to 
represent  those  goods,  and  the  property  of  those 
very  goods  is  transferred  with  every  transfer  of 
the  document.  If  the  bailee  of  the  goods  were  to 
convert  them  to  his  own  use,  he  wo^d  be<a  thief, 
and  indictable  for  the  crime. 

But  when  a  customer  deposits  money  with  a 
banker  the  case  is  entirely  different.  As  soon  as 
the  money  is  paid  into  the  bank,  the  property  of 
it  passes  to  the  banker,  and  the  receipt,  or  note, 
he  gives  for  it  is  totally  severed  from  it.  The 
customer  transfers  the  property  of  the  money  to 
the  banker,  and  receives  in  return  an  instrument 
of  credit,  which  is  no^  a  title  to  any  specific 
money,  but  only  a  general  right  to  demand  money. 
And  this  bank  note  circulates  independently,  and 
derives  its  value  from  the  general  belief  that  it 
may  be  exchanged  for  money  if  required.  It  is 
in  no  respect  whatever  a  bailment^  but  a  sale  of 
money  to  the  banker.  When  a  customer  deposits 
money  with  a  banker  the  real  nature  of  the  trans- 
action is  this:  It  is  a  sale  of  money  to  the  banker, 
with  the  right  reserved  of  demanding  the  re-sale 
of  an  eqnal  quantity  of  money  at  will.  And 
there  is,  in  fact,  a  new  property  created,  namely, 
the  instrument  of  credit,  or  promise  to  pay,  which 
may  pass  through  a  hundred  hands  upon  the 
mere  faith  that  it  may  be  exchanged  for  money 
if  required.  It  is,  therefore,  quite  clear  that  this 
bank  note  does  not  represent  money  in  the  same 
sense  that  the  former  documents  represent  goods, 
but  that  it  is  exchangeable  for  money,  which  is 
the  very  thing  which  gives  everything  else  value. 

15.  Now,  if  the  banker  wsa  a  mere. bailee  of 
the  money,  t. «.,  merely  entrusted  with  it  for  the 
purpose  of  keeping  it  safe  for  his  customer,  as  he 
IS  very  frequently  with  other  securities,  deeds, 
&c.,  there  would  be  no  fresh  property  created, 
and  he  would  have  no  right  to  use  the  money  for 
his  own  purposes.  And  there  is  a  very  severe 
Act  of  Parliament  enacting  very  heavy  penalties 
against  any  banker  who  converts  to  his  own  use 
property  which  is  merely  entrusted  to  him.  But 
as  soon  as  the  money  passes  into  his  possession. 


the  property  of  it  vests  absolutely  in  him,  and  he 
is  entitled  to  use  it  in  any  manner  he  pleases  for 
his  own  profit.  The  bank  note,  or  instrument  of 
credit  he  gives  is  totally  severed  from  any  con- 
nection with  any  specific  money.  Thus  we  see 
the  fundamental  distinction  which  creates  an  im- 
passable wall  of  partition  between  instruments  of 
credit,  and  bills  of  lading  or  dock  warrants,  is, 
that  the  latter  are  inseparable  from  and  represent 
goods,  and  are  not  separate  articles  of  property, 
the  former  are  expressly  severed  from,  and  do 
not  represent  any  money,  but  are  separate  and 
independent  articles  of  property.  Bank  notes 
and  bills  of  exchange  are  credit;  bills  of  lading 
and  dock  warrants  are  not  credit, 

16.  That  bank  notes  are  articles  of  indepen- 
dent value  is  illustrated  by  the  well  known  fact 
that  they  expel  coin  from  circulation,  because 
they  perform  the  same  duty  at  less  expense.  A 
bank  note  is  a  substitute  for  coin,  too  often  a 
dangerous  one,  it  is  true,  but  yet  one  which  has 
universally  the  power  of  expelling  its  rival.  But 
nobody  ever  considered  a  bill  of  lading  as  a 
substitute  for  the  goods.  An  excessive  issue  of 
paper  diminishes  the  valne  of  the  gold  currency, 
but  nobody  ever  thought  that  a  bill  of  lading,  or 
a  dock  warrant,  diminishes  the  value  of  the  goods 
they  represent.  A  bank  note  is  used  instead  of 
coin,  but  nobody  ever  thought  of  using  a  bill  of 
lading,  or  a  dock  warrant,  instead  of  the  goods. 
People  in  possession  of  bank  notes  think  them 
equivalent  to  money,  but  nobody  ever  thought  a 
bUl  of  lading  equivalent  to  a  cask  of  sugar  or  a 
chest  of  tea.  People  put  bank  notes  into  their 
purses  believing  them  to  be  cash,  because  they 
perform  the  functions  of  cash,  but  nobody  ever 
put  a  bill  of  lading  into  his  tea-pot  thinking  it 
was  tea,  or  could  perform  the  functions  of  tea ; 
or  put  a  dock  warrant  into  a  goblet  and  quaffed 
if  off  as  Bordeaux  I  Hence  we  obtain  this  as  one 
of  the  ftmdamental  conceptions  of  Political  Eco- 
nomy, that  bank  notes  are  separate  and  indepen- 
dent entities,  bills  of  lading  and  dock  warrants 
are  nothing  but  tickets  on  goods,  and  have  no 
separate  existence  whatever. 

17.  The  preceding  considerations  are  enough 
we  hope  to  satisfy  our  readers  that  bank  notes 
are  independent  entities.  This  is  one  immense 
step  gained.  We  must  now  inquire  why  they 
have  value.  Now,  if  we  were  to  ask  1,000  persons 
why  a  bank  note  has  value,  the  whole  would  with 
one  voice  reply.  Because  it  is  believed  to  be 
exchangeable  for  money  or  goods  at  the  will  of 
the  holder.  And  this  is  undoubtedly  the  true 
answer.  But  if  we  were  to  ask  the  same  1,000 
persons  why  gold  money  has  value,  the  probabi- 
lity is  that  999  would  reply.  Because  a  great 
deal  of  labor  has  been  bestowed  on  producing  the 
gold  of  which  it  is  formed.  That  is,  they  would 
say  that  gold  money  has  intrinsic  value^  and  that 
the  bank  note  is  the  representative  of  value.  That 
is,  they  would  say  that  a  bank  note  has  valne 
because  it  can  be  exchanged  for  something,  and 
gold  money  has  value  because  it  has  cost  labor. 
Cbstaiklt  iroT,  say  we.  Such  an  answer  as 
this  is  directly  in  contradiction  to  aU  modem 
science.  The  laws  of  modem  science  enable  us  to 
say  at  once  that  the  reason  why  bank  notes  have 
value,  and  the  reason  why  gold  money  has  value, 
MUST  be  the  same.  If  the  labor  which  has  been 
bestowed  upon  producing  it  is  the  cause  of  the 
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talne  of  gold,  modern  science  affirms  that  what- 
ever  labor  has  been  bestowed  npon  must  have 
value,  and  of  conrse  the  valae  of  a  thing  must  be 
proportional  to  the  labor  expended  upon  pro- 
ducing it.  Thus  the  oyster  shell  in  which  a  pearl 
is  found,  must  be  of  the  same  value  as  the  pearl 
itself,  because  they  are  both  obtained  with  the 
same  labor.  If  labor  is  the  cause  of  value,  a 
diamond  of  a  very  poor  quality,  which  is  found 
after  the  search  of  a  year,  must  be  365  times  more 
valuable  than  a  diamond  of  the  first  water  which 
is  found  after  the  search  of  a  day.  Now  these 
are  the  consequences  which  modem  science  inevi- 
tably deduces  from  the  doctrine  that  labor  is  the 
cause  of  value.  The  manifest  absurdity  of  these 
consequences  entirely  overthrows  the  doctrine  that 
labor  is  the  cause  of  value.  If  labor  is  the  cause 
of  value,  whatever  labor  has  been  bestowed  upon 
must  have  value;  therefore,  if  any  one  were  to  go 
and  rear  a  great  pile  of  stones  in  the  middle  of 
Salisbury  Plain  it  would  be  of  great  value!  How 
often  do  we  see  a  thing  upon  which  a  great  deal 
of  money  or  labor  has  been  bestowed,  turn  out  of 
no  value  I  Now  it  is  perfectly  clear  that  it  is  not 
the  labor  which  has  been  expended  in  producing 
gold  which  gives  it  value,  but  its  exchangeability, 
or  the  eager  desire  for  it  among  men.  Gold  has 
not  value  because  men  labor  to  produce  it,  but 
men  labor  to  produce  it  because  it  has  value. 
It  is  not  the  labor  that  confers  the  valucy  but  the 
value  that  attracts  the  labor.  Hence  we  see  that 
gold  money  and  bank  notes  have  value  for  ex- 
actly the  same  reason, — their  exchangeability^  the 
one,  however,  possessing  this  quality  to  a  greater 
degree  than  the  other. 

18.  Now  money  in  itself  is  of  no  direct  use  to 
mankind ;  it  is  neither  meat,  nor  drink,  nor  cloth- 
ing, nor  any  other  utility,  it  is  merely  the  means 
of  obtaining  them.  When  a  man  has  performed 
services  to  others,  and  requires  no  direct  utilities 
himself  at  the  time,  money  is  the  form  in  which 
he  preserves  the  record  and  the  amount  or  value 
of  those  services,  so  as  to  be  able  to  obtain  an 
equivalent  utility  at  any  future  time  he  pleases, 
and  of  what  nature  he  pleases.  It  is  thus  genbrai. 
cBBBiT,  but  a  bank  note  is  pabticuulb  cbbdit. 
A  bank  note,  or  any  other  instrument  of  credit, 
is  a  valuable  thing,  because  there  is  some  one 
bound  to  exchange  something  for  it  at  a  certain 
time;  money  is  general  cr^it,  and  has  value 
because  every  one  will  exchange  something  else 
for  it. 

19.  Thus  we  obtain  one  of  the  great  funda- 
mental conceptions  of  political  economy,  that 
money  and  instruments  of  credit  of  all  sorts,  are 
all  homogeneous  quantities,  they  all  represent 
debt,  or  services  due  to  the  owners  of  them,  and 
the  aggregate  of  them  forms  the  cubbenct. 

20.  We  may  now  investigate  another  part  of 
the  question  which  has  been  much  clouded  by 
controversy,  but  a  due  inquiry  into  which  will 
well  lay  bare  the  foundations,  or  first  principles 
of  political  economy.  Are  bank  notes  capital  ? 
And  are  they  an  addition  to  the  wealth  of  the 
country  ?*  No  one  doubts  that  money  is  a  portion 
of  the  wealth,  or  capital,  of  the  country,  and  many 
writers  admit  that  bank  notes  are  capital  to  the 
individual  who  utters  them.  But  many  writers 
who  admit  them  to  be  capital  to  the  person  who 
utters  them,  would  deny  that  they  are  any  addi- 
tion to  the  wealth  of  the  country.    Because  they 


would  argue  that  as  they  are  debts,  or  liabilities 
of  the  issuers,  they  must  be  subtracted  from  his 
other  property,  and  consequently  they  are  not  any 
addition  to  the  wealth  of  the  country. 

21.  Now,  how  any  article  whatever  can  be 
capital  to  an  individual,  and  not  capital  to  the 
country  at  large,  is,  we  confess,  to  us  wholly 
unintelligible.  It  certainly  would  appear  that 
the  capital  of  the  country  must  be  the  aggregate 
of  the  capitals  of  each  individual ;  and  how  a 
thing  which  is  admitted  to  have  an  existence  in 
the  one  case,  can  suddenly  vanish  into  nothing, 
when  it  is  reckoned  in  another  form,  seems  to  us 
to  be  wholhr  incomprehensible.  Nevertheless^ 
such  is  the  doctrine  of  some  well  known  writers. 

22.  This  view  is  so  clearly  and  manifestly 
erroneous  with  respect  to  commercial  biUs  of  ex- 
change, and  all  liabilities  payable  in  fttturo,  and 
is  so  fully  treated  of  under  Bills  ov  Exchanqb 
and  Cbedit,  that  we  refer  to  those  articles,  and 
shall  say  no  more  about  them  here.  But,  with 
respect  to  Bank  Notes  and  obligations  x)ayable 
on  demand,  the  case  is  not  all  so  clear,  and  is  much 
more  subtle,  and  will  require  more  examination. 
And  yet,  curiously  enough,  the  instruments  of 
credit  which  are  of  the  more  subtle  nature  are 
often  admitted  to  be  capital,  while  those  about 
which  there  is  no  re^  ambiguity  at  all,  are 
universally  denied  to  be  so— at  least  in  modem 
times. 

23.  But,  in  truth,  the  real  explanation  of  the 
case  touches  the  very  first  principles  of  Political 
Economy  and  its  true  conception  as  a  science. 

Every  science  whatever  depends  upon  certain 
fundamental  conceptions,  and,  in  stating  the  facts 
of  the  science,  it  is  essential  that  they  be  stated 
in  a  peculiar  manner,  and  in  one  in  harmony  with 
the  fundamental  conceptions  of  the  science.  And 
true  scientific  tact  greatly  consists  in  perceiving 
how  the  facts  are  to  be  stated.  Now,  as  we 
contend  that  the  true  fundamental  conception  of 
the  science  of  Political  Economy  is,  that  it  is  the 
science  of  exchanges,  it  follows  that  every  ques- 
tion in  Political  Economy  must  be  stated  so  as  to 
be  in  harmony  with  its  fundamental  conception. 
Now,  to  state  the  question  of  instruments  of  credit, 
as  it  is  usually  stated  by  the  most  eminent  writers, 
is  to  state  it  as  a  question  of  addition  and  sub^ 
traction  and  not  of  an  exchange.  Now,  an  instru- 
ment of  credit  is  an  exchangeable  quantity,  and 
is  to  be  treated  like  any  other  independent  quan- 
tity whatever.  And  as  we  have  shewn  that  any 
economic  entity  may  be  used  and  employed  as 
capital,  (Capital,)  it  follows  manifestly  that  an 
instrument  of  credit  may  be  capital  as  well  as 
anything  else. 

24.  We  shall  find  that  this  view  of  the  funda- 
mental conception  of  the  science  will  throw  much 
light  on  the  early  stages  of  Political  Economy, 
and  that  this  is  the  philosophical  rock  upon  which 
the  Physiocrate  school  made  shipwreck. 

The  Physiocrates  maintained  that  all  wealth 
came  from  the  earth,  (Pbeliminabt  Discoubsb  ; 
Phtbiocbatbs),  and  that  there  were  but  three 
kinds  of  productive  laborers : — ^Firstly,  hunters, 
fishermen,  and  breeders  of  domestic  cattle; 
secondly,  agriculturists  properly  so  called;  and 
thirdly,  miners.  These  alone  they  called  pro- 
ductive laborers  because  they  increased  the  quan- 
tity of  material  productions.  All  other  industry, 
such  as  manufacturing,   they  called   sterile  or 
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nnprodnctive,  because  it  only  changed  the  form  of 
existing  products.  And  they  argued  this  way. 
They  admitted  the  necessity  and  utility  of  this 
unproductive  industry,  but  they  said  that  this 
kind  of  labor  did  not  add  to  the  wealth  of  the 
world,  because,  in  the  process  of  manufacture,  an 
equal  value  was  consumed  to  what  wb&  produced; 
and,  therefore,  the  result  was  not  more  valuable 
than  before.  And  it  was  upon  this  view  that  they 
based  their  doctrine  that  the  produit  net  of  land, 
was  the  only  addition  to  the  wealth  of  the 
country. 

Now,  this  doctrine  was  felt  to  be  erroneous,  and 
was  superseded  by  the  doctrine  that  labor  was 
the  source  of  all  wealth,  which,  though  more 
specious  and  plausible,  yet  has  been  equally 
fatal,  because  it  has  led  to  the  erroneous  doctrine 
that  labor  is  the  cauge^  and  the  only  cause  of 
value,  and  the  followers  of  that  school  have  been 
unable  to  see  that  any  object  could  have  value 
except  through  the  means  of  labor  having  been 
bestowed  on  it,  and  they  measure  the  value  of  a 
thing  by  the  labor  expended  upon  producing  it. 
Now,  the  fact  is  that  wealth  consists  in  the 
acquisition  of  objects  which  possess  the  quality 
of  exchangeability,  no  matter  whether  they  have 
been  produced  by  much  or  by  little  labor,  although 
it  is  generally  true  that  objects  of  great  value  are 
scarcely  ever  produced  without  great  labor.  Still 
it  is  not  the  labor  which  gives  them  their  value, 
but  simply  their  exchangeability.  Nor  is  their 
value  in  any  way  dependent  upon  their  durability. 
Whenever  two  things  are  freely  exchanged  in  the 
market  they  are  of  equal  value,  no  matter  whether 
one  is  permanent  and  the  other  evanescent.  The 
docti'ine,  however,  of  the  second  school  of  Poli- 
tical Economy  superseded  that  of  the  Fhy  siocrates, 
and  it  was  seen  that  the  labor  of  the  manufacturer 
or  the  artisan  is  as  truly  productive  labor  as  that 
of  the  a^iculturist,  or  the  herdsman  and  hunter. 

25.  But  the  true  philosophical  objection  to  the 
Fhysiocrate  doctrine  is  not  the  one  that  superseded 
it,  namely,  that  labor  is  the  source  of  wealth,  but 
it  is  this  that  they  stated  the  facts  as  a  question 
of  addition  and  subtractionj  whereas  they  ought  to 
have  made  it  one  of  exchange.  The  food,  &c., 
consumed  by  the  workmen  was  given  in  exchange 
for  their  labor,  and  they  were  of  equal  value, 
because  they  were  exchangeable.  The  food  was 
an  article  of  independent  value,  and  the  labor  was 
an  article  of  independent  value,  and  the  laborer 
gained  by  exchanging  his  labor  for  food,  clothes, 
&c.,  and  the  manufacturer  gained  by  exchanging 
his  money  for  labor,  because  when  the  article  is 
completed  he  sells  it  for  more  than  he  pays  for  it, 
and  the  difference  is  his  profit.  And  this  is  also 
the  true  philosophical  objection  to  the  method  of 
stating  we  question  of  credit,  in  general  use 
among  Political  Economists,  because  they  make 
it  a  question  of  addition  and  subtraction,  whereas 
it  must  be  stated  as  a  question  of  exchange. 
Thus,  when  a  banker  issues  his  notes,  they  set 
off  the  quantity  of  his  assets  against  the  amount 
of  his  liabilities,  and  subtracting  one  from  the 
other  they  make  the  result  the  amount  of  his 
property.  But  this  is  the  identical  error  which 
was  fatal  to  the  Physiocrates.  The  true  way  of 
looking  at  it  is  that  both  the  "•  assets  "  and  the 
^liabilities**  are  independent  quantities.  The 
credit  of  the  merchant  and  the  credit  of  the 
banker  are  each  of  them  independent  and  sub- 


stantial property,  and  for  a  banker  to  give  his 
notes  in  exchange  for  a  bill  of  exchange,  is  to  ex- 
change one  species  of  property  for  the  other,  and 
not  to  cancel  one  amount  by  setting  it  off  against 
the  other.  Each  instrument  of  credit  is  an 
independent  entity,  capable  of  being  exchanged, 
through  a  larger  or  smaller  area,  as  the  ca«e  may 
be.  It  is  similar  to  the  exchange  of  a  large  and 
inconvenient  Bank  Note  for  smaller  and  more 
convenient  money. 

26.  And  economists  who  utterly  repudiate 
and  sneer  at  the  notion  that  credit  in  general  is 
capital,  fully  admit  that  Bank  Notes  are  capital. 
Though  how  one  form  of  credit  can  be  capital, 
and  another  form  not  capital,  is  to  us  a  doctrine 
which  is  unintelligible.  Thus,  Mr.  Mill,  whose 
doctrines  on  credit  are  fully  examined  elsewhere, 
(CsEDrr;  M1LI4,  John  Stuabt,)  maintains  that 
Bank  Notes  are  productive  capital.  (Principles 
of  Political  Economy^  Book  lU,  chap  xxii.  §  2.  J 
"The  value  saved  to  the  community  by  thus 
dispensing  with  metallic  money  is  a  clear  gain  to 
those  who  provide  the  substitute.  They  have 
the  use  of  twenty  millions  of  circulating  medium 
which  have  cost  them  only  the  expense  of  an 
engraver*s  plate.  If  they  employ  this  accession 
to  their  fortunes  as  productive  capital^  the  produce 
of  the  country  is  increased  and  the  community 
benefited  as  much  as  by  any  other  capital  of  equal 
amount.  *  *  When  paper  currency  is  supplied, 
as  in  our  own  country,  by  bankers  and  banking 
companies,  the  amount  is  almost  wholly  turned 
into  productive  capitaL"  And  we  might  qnote 
many  other  passages  to  shew  that  Mr.  Mill  treata, 
and  quite  correctly  too,  bank  notes  as  capital. 
And  Mr.  M'Culloch  makes  exactly  the  same 
admission  CArt.  Banhs^  Commercial  Dictionary,  J 
"  Those  who  issue  such  notes  coin,  as  it  were, 
their  credit.  They  derive  the  same  revenue  from 
the  loan  of  their  written  promises  to  pay  certain 
sums  that  they  would  derive  from  the  loan  of 
the  sums  themselves,  and  while  they  thus  increase 
their  own  income,  they  at  the  same  time  con- 
tribute to  increase  the  wealth  of  the  society.** 
That  is,  in  this  passage  he  admits  Bank  Notes  to 
be  productive  capital.  Though  both  these  writers 
when  they  treat  of  credit  in  general,  peremptorily 
deny  that  it  has  any  productive  efficacy 
whatever.  (Crbdit.) 

27.  Dr.  Whewell  f  JVop,  Org.  Renovat:  Chap 
V.  On  certain  characteristics  of  Scientific  InduC" 
HonsJ  points  out  many  instances  in  the  progress 
of  the  different  Inductive  Sciences,  where  classes 
of  phenomena  of  apparently  the  most  remote  and 
unconnected  character,  have  all  suddenly  been 
accounted  for,  by  the  discovery  of  the  true  con- 
ception or  theory  of  the  science.  And  this  he 
calls  the  Consilience  of  Inductions.  And  he  says 
that  "No  example  can  be  pointed  out,  in  the 
whole  history  of  Science,  so  far  as  I  am  aware, 
in  which  this  consilience  of  Inductions  has  given 
testimony  in  favor  of  an  hypothesis  afterwards 
discovered  to  be  false.**  Now,  correlative  to  this 
Consilience  of  Inductions  we  may  have  a  Coirsi- 
liiBiTGE  OF  BBFUTAiioifs,  by  which  errors  of 
apparently  the  most  remote  and  unconnected 
character,  are  simultaneously  disproved  by 
obtaining  a  true  conception.  As  soon  as  wo 
obtain  a  clear  and  firm  gi-asp  of  the  conception  of 
exchange,  the  fundamental  error  of  the  Physio- 
crate  school  of  Political  Economy,  and  of  the  preva- 
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lent  doctrines  on  the  subject  of  credit,  are  at  once 
made  clear  and  manifest.  As  soon  as  we  obtain 
a  clear  and  firm  grasp  of  the  true  conception  of 
the  nature  of  money,  the  ^errors  of  the  cur- 
rency principle  and  of  Law's  theory  of  paper 
currency  are  at  once  made  clear  and  manifest. 
And  Political  Economy  abounds  with  similar 
instances. 

28.  And  this  is  the  great  master-subtlety  of 
Political  Economy — ^this  is  the  true  pons  asinorum 
of  the  subject — ^that  instruments  of  credit,  though 
they  must  be  expressed  to  be  payable  in  money 
generally,  are  yet  expressly  forbidden  to  be 
appropriations  of  any  particular  sum  of  money. 
They,  therefore,  circulate  independently  on  the 
belief  that  they  may  be  exchanged  for  money, 
just  as  money  circulates  on  the  belief  that  it  may 
be  exchanged  for  commodities.  And  as  money 
does  not  represent  commodities,  although  it  is 
exchangeable  for  them,  so  instruments  of  credit 
do  NOT  represent  money,  though  they  are  ex- 
changeable for  it.  Consequently  they  are, 
therefore,  to  be  regarded  in  the  same  light  as  any 
other  independent  quantities  whatever.  In  fact, 
credit  is  itself  property,  of  the  same  nature  as 
any  other  immaterial  capital.  But  bills  of 
lading  or  dock  warrants  are  not  independent 
quantities,  but  mere  tickets  on  the  goods  they 
represent,  and  therefore  they  never  can  exceed  in 
quantity  the  property  to  which  they  belong.  But 
instruments  of  credit  not  only  may,  but  do 
actually  exceed  greatly — five  or  six  times  at  the 
least— ^1  the  cash  in  the  country.  For  if  a 
banker,  for  example,  keep  only  cash  enough  to 
meet  the  payment  of  the  notes  which  may 
usually  be  demanded  from  him,  that  is  enough 
to  support  the  credit,  or  the  exchangeability,  or 
value,  of  all  the  rest.  Ko  doubt,  it  may  be  said, 
that  if  all  his  notes  were  thrown  upon  liim  for 
payment  at  once,  he  could  not  pay  them  all,  and 
their  value  would  fall ;  but  the  very  same  thing 
may  be  said  of  all  other  property.  The  value  of  all 
property  depends  upon  only  a  certain  quantity  of 
it  being  ofifered  in  exchange  at  any  one  time.  If 
all  the  land  in  England  were  suddenly  offered 
for  sale  at  the  same  time,  where  would  its  value 
be  ?  Or  if  all  the  shipping  in  the  country  were 
offered  for  sale  at  the  same  time,  where  would  its 
value  be?  Thus  the  value  of  instruments  of 
credit  depends  upon  exactly  the  same  laws  as  the 
value  of  any  other  property,  namely,  that  only  a 
certain  portion  of  them  are  offered  for  exchange 
at  any  one  time. 

29.  But  it  may  be  said  that  these  views 
depend  upon  a  particular  method  of  stating  the 
facts,  and  that  if  they  are  stated  in  another  way, 
which  they  are  capable  of  being  done,  it  will  lead 
to  different  conclusions.  And  this  is  undoubtedly 
true ;  but  then  the  very  same  thing  may  be  said 
of  all  science.  All  science  depends  upon  a  par- 
ticular method  of  stating  the  facts.  And,  there- 
fore, it  may  in  some  sense  be  said  that  all  science 
is  a  matter  of  opinion.  And  this  cannot  be 
denied.  But  it  is  in  this  very  thing,  that  true 
philosophical  tact  consists — out  of  several  possible 
modes  of  stating  facts,  to  select  that  particular 
one  which  is  to  be  made  the  true  basis  of  the 
science.  And  having  once  obtained  this  funda- 
mental conception,  it  is  to  be  inflexibly  and 
rigorously  adhered  to,  and  all  others  are  to  be 
rejected.    And  this  is  exactly  what  has  happened 
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in  the  early  stages  of  all  the  sciences,  namely,  that 
their  early  cultivators  did  not  distinctly  perceive 
what  their  true  fundamental  conceptions  were. 
But  in  the  greater  part  of  the  physical  sciences, 
and  in  mechanics  especially,  men  of  competent 
judgment,  after  full  discussion  and  deliberation, 
have  finally  and  unanimously  agreed  what  are 
the  true  fundamental  conceptions  of  each,  and 
have  uniformly  adhered  to  them  in  their  treat- 
ment of  the  subject.  And  this,  in  our  opinion,  is 
the  true  meaning  of  that  much  abused  phrase, 
Common  Sense.  It  is  not  any  plausible  expla- 
nation that  may  seem  on  a  superficial  view  to 
suit  the  facts,  but  that  solemn  and  final  opinion 
which  men  of  competent  judgment,  after  full 
deliberation,  finally  arrive  at  and  agree  to.  No 
man  can  tell  what  common  sense  on  any  subject 
is,  until  he  is  folly  master  of  it.  And  that,  and 
that  only,  is  the  true  fundamental  conception  of  a 
science,  which  enables  us  to  penetrate  to  its  inner- 
most recesses,  which  solves  the  most  obscure 
problems  in  it,  and  unravels  all  its  mysteries. 

30.  The  fact  is,  a  science  is  not  unlike  that 
amusing  puzzle  for  children,  a  Labyrinth,  There 
are  a  number  of  side  entrances  all  exactly  similar 
in  appearance.  But  after  a  certain  time,  all  of 
them,  except  one,  terminate  in  nothing,  some  have 
ing  got  nearer  to  the  centre  than  others.  But  there 
is  one,  and  one  only,  which  leads  us  into  the  heart 
of  the  puzzle.  So  it  is  with  a  science.  There 
are  at  the  threshold  of  every  science  several  con- 
ceptions which  present,  perhaps,  no  peculiarity  to 
determine  us  in  favor  of  any  one  of  them,  rather 
than  the  others,  and  which,  to  the  untrained  mind 
may  seem  all  indifferent.  But  there  is,  never- 
theless, only  one  true  golden  ^um  Labyrinthiy 
which  can  lead  us  to  the  innermost  recesses  of 
Nature,  and  which  that  one  is,  is  only  to  be 
determined  by  men  properly  qualified  to  do  it. 
The  way  to  construct  a  science  is  not  to  take 
some  principle,  which  perhaps  may  be  plausible 
enough  on  a  superficial  view,  and  to  follow  that 
to  its  consequences,  and  then  to  reject  all  facts 
which  do  not  agree  with  it,  but  a  philosophic 
mind  brooding  over  the  facts  of  the  science, 
heaped  together  in  wild,  and  apparently  hopeless 
confusion,  at  length,  perhaps,  in  some  happy 
moment  discerns  the  true  fundamental  conception 
which  reduces  everything  to  harmony  and  order. 

31.  Nor  is  it  always  the  men  of  the  greatest 
intellect  who  succeed  in  selecting  the  true  idea. 
It  often  comes,  no  one  can  tell  how,  or  when,  by 
some  seemingly  happy  chance,  and  scarcely  ever 
without  many  unsuccessful  attempts.  How  long 
it  was  in  the  slow  gestation  of  ages,  before  men 
of  the  highest  capacity  could  seize  the  true 
fundamental  conceptions  of  mechanical  science. 
There  is  nothing  more  melancholy  in  looking 
back  into  the  depths  of  antiquity  than  to  see  the 
wrecks  of  the  labors  of  the  mightiest  intellects. 
There  is  nothing  more  sad  than  to  see  the  demi- 
gods of  humanity  struggling  in  the  death  grasp  of 
false  conceptions. 

32.  Now,  after  mature  consideration,  and 
after  having  carefully  examined  what  preceding 
writers  have  said  upon  the  subject,  we  have  come 
to  the  deliberate  judgment  that  the  true  funda- 
mental conception  of  Political  Economy  is  that 
it  is  the  science  of  exchanges,  and  that  this  con- 
ception is  the  only  one  which  will  enable  us  to 
resolve  all  its  phenomena.    Consequently,  having 
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adopted  this  view,  and  following  the  example  of 
all  the  great  masters  of  Physical  Science,  we 
maintain  that  the  true  object  and  limit  of  the 
science  is  to  discover  the  laws  which  govern  the 
phenomena  of  exchanges.  (Pr£liminast  Dis- 
course.) Moreover,  having  adopted  the  idea  of 
exchangeability  as  the  true  meaning  of  value  in 
Political  Economy,  it  follows  that  all  conceptions 
contrary  to  it  are  delusions  and  snares,  and  must 
be  inexorably  rejected,  and  fm-ther,  that  all  modes 
of  stating  the  questions  in  Political  Economy, 
which  are  not  in  harmony  with  this  conception, 
are  erroneous.  Hence  all  expressions  which 
are  inconsistent  with  the  idea  of  exchangeability 
must  be  carefully  guai'ded  against,  as  sources  of 
confusion.  Now  there  is  one  expression  which 
is  in  constant  use  by  almost  all  economists,  and 
which  concentrates  in  itself  the  roots  of  most  of 
the  errors  in  the  science  —and  that  is,  intrinsic 
value.  The  expression  Intrinsic  YAiiUE  is  the 
CURSE  and  the  ba^ne  of  Political  Economy,  It  is 
the  combination  of  two  absolutely  inconsistent 
and  contradictory  conceptions.  This  was  point- 
ed out  by  Nicholas  Barbon,  in  1696,  (Barbon), 
and  in  much  more  recent  times  with  irresistible 
force  by  Mr.  Samuel  Bailey.  (Bailet.)  As 
soon  as  we  grasp  the  conception  that  value  is  an 
external  relation^  and  not  a  quality^  the  expression 
Intrinsic  Value  is  seen  to  be  palpably  absurd. 
And  this  is  in  truth  the  great  conception  which 
sheds  a  blaze  of  light  over  the  whole  science,  and 
which  enables  us  to  understand  and  comprehend 
the  real  existence  of  entities  in  Political  Economy, 
which  can  neither  be  handled^  nor  seen^  but  which 
may  yet  be  measured,  such  as  intellectual  capi- 
tal,  ^pyrights,  the  goodwiU  of  a  business, 
credit,  and  all  incorporeal  property.  (Prb- 
iJMiNART  Discourse;  Capital.) 

33.  We  shall  now  examine  into  certain  opt* 
nions  which  are  held  respecting  bank  notes,  by 
an  influential — nay,  the  most  influential — sect  at 
the  present  day.  Up  to  1832,  the  immense  ma- 
jority of  writers  and  speakers  considered  that 
bills  of  exchange,  and  other  instruments  of  credit, 
form  part  of  the  currency,  or  circulating  medium, 
of  the  country.  About  that  time,  however,  it 
began  to  be  denied  by  some  persons  that  bills  of 
exchange  arc  currency,  and  this  opinion  gathered 
strength  till  in  1840  it  appears  to  have  been 
adopted  by  the  majority  of  the  commercial  wit- 
nesses. We  shall  not  in  this  place  inquire  into 
the  general  conception  of  the  term  currency,  as 
that  is  done  in  its  proper  place.  (Currency.) 
We  shall  here  only  inquire  into  certain  opinions 
held  respecting  bank  notes  by  these  writers. 

34.  This  sect  then,  of  whom  we  may  consider 
Lord  Overstone  and  Colonel  Torrens  to  be  the 
most  prominent  advocates,  maintain,  not  only 
that  bank  notes  are  the  highest  and  most  effica- 
cious instruments  of  credit — ^which  everybody  ad- 
mits— but  that  there  is  a  positive  distinction  in 
kind  between  bank  notes  and  all  other  forms  of 
credit,  such  as  bills  of  exchange,  cheques,  &c.,  and 
that  specie,  and  bank  notes  payable  to  bearer  on 
demand,  alone — to  the  exclusion  of  fdl  other  forms 
of  credit — constitute  the  money  or  currency  of 
the  country.  They  also  use  the  terms  money  and 
currency  as  synonymous.  Lord  Overstone,  then 
Mr.  Loyd  said,  in  his  evidence  before  the  Com- 
mittee of  the  House  of  Commons,  in  1840,  Q. 
2663-4,    "The  precious  metals   converted  into 


coin  constitute  the  money  of  each  conntry.  That 
coin  circulates  sometimes  in  kind;  but  in  highly 
advanced  countries  it  is  represented,  to  a  certain 
extent,  by  paper  notes,  promising  to  pay  the  coin 
to  bearer  on  demand,  these  notes  being  of  such  a 
nature  in  principle  that  the  increase  of  them  sup' 
plants  coin  to  an  equal  extent.  When  these  notes 
are  in  use,  the  metallic  coin,  together  with  these 
notes,  constitutes  the  money  or  currency  of  that 
country.  Now  this  money  is  marked  by  certain 
distinguishing  characteristics;  first  of  all,  that  its 
amount  is  determined  by  the  laws  which  appor- 
tion the  precious  metals  to  the  different  countries 
of  the  world;  secondly,  that  it  is  in  every  country 
the  common  measure  of  the  value  of  all  other 
commodities,  the  standard  by  reference  to  which 
the  value  of  every  other  commodity  is  ascer- 
tained, and  every  contract  fidfilled;  and  thirdly, 
it  becomes  the  common  medium  of  exchange 
for  the  adjustment  of  all  transactions  equally 
at  all  times,  between  all  persons,  and  in  all 
places.  Now  I  conceive  that  neither  deposits 
nor  bills  of  exchange  in  any  way  whatever 
possess  these  qualities.  In  the  first  place, 
the  amount  of  them  is  not  determined  by  the 
laws  which  determine  the  amount  of  the  precious 
metals  in  each  country.  In  the  second  place,  they 
will  in  no  respect  serve  as  a  common  measure  of 
value,  or  a  standard  by  reference  to  which  we 
can  measure  the  relative  values  of  all  other  things ; 
and  in  the  next  place,  they  do  not  possess  that 
power  of  universal  exchangeability,  which  belongs 
to  the  money  of  the  country." 

35.  Any  one  who  examines  the  preceding 
extract  will  perceive  that  it  consists  of  a  series 
of  dogmatic  assertions  and  axbiti-ary  assumptions, 
which  it  is  only  possible  to  meet  by  counter 
assertions,  and  we  shall  not  investigate  the 
grounds  of  these  here,  because  that  is  done  under 
CuRRBNCT.  We  only  quote  the  passage  as  an 
expression  of  opinion  which  is  adopted  by  many 
influential  persons.  We  shall  now  quote  from  a 
writer  who  supports  his  assertions  with  reasons, 
and  we  can,  therefore,  examine  into  the  validity 
of  those  reasons.  Colonel  Torrens  says,  f  T^e 
principles  and  practical  operation  of  Sir  JRoberi 
Peers  Act  of  1 844  explained  and  defended.  Third 
Edition^  p.  I, J  "While  Lord  Overstone  and 
Mr.  Norman  maintained,  in  accordance  with  the 
principles  established  by  Adam  Smith  and  Ri- 
cardo,  that  the  money  or  currency  of  the  country 
consists  of  coin  and  bank  notes  immediately  con- 
vertible into  coin,  Mr.  Tooke  and  his  followers 
advanced  the  novel  doctrine,  that  bank  notes, 
immediately  convertible  into  coin,  do  not  possess 
the  properties  of  money,  that  they  are,  in  common 
with  cheques  and  bills  of  exchange,  mere  forms 
of  credit."  Now  we  have  shewn  under  Currency, 
that  this  assertion  of  Colonel  Torrens  is  absolutely 
without  foundation.  Mr.  Tooke  did  not  introduce 
a  new  doctrine;  on  the  contrary,  up  to  1840  the 
immense  majority  of  writers  and  speakers  were 
of  that  opinion,  and,  in  fact,  the  restriction  of  the 
term  currency  to  money  and  bank  notes  exda- 
sively,  is  the  novel  doctrine. 

36.  Colonel  Torrens,  therefore,  having  com- 
menced his  work  with  an  unfounded  assertion, 
then  gives  us  his  definition  of  money.  "Money- 
may,  therefore,  be  defined  as  consisting  of  those 
tangible  objects  which  can  be  passed  from  hand 
to  band,  which  law,  or  usage  having  the  effect  of 


BANK  NOTE. 


BANK  NOTE. 


227 


lair,  hdff  established  as  measures  of  yalne,  as 
media  of  exchange,  and  as  equivalents  bj  the 
tender  and  acceptance  of  which  payments  are 
made  and  transactions  finally  closed.  He  also 
says,  Cp.  79,  First  Edition^ J  "The  terms,  money 
and  cnrrency,  have  hitherto  been  employed  to 
denote  those  instruments  of   exchange   which 

ness  intrinsic  or  derivative  value,  and  by  which, 
L  laws  or  custom,  debts  are  discharged  and 
transactions  finally  closed.  Bank  notes,  payable 
in  specie  on  demand,  have  been  included  under 
the  term  as  well  as  coin,  because,  by  law  and  cus- 
tom, the  acceptance  of  the  notes  of  a  solvent 
bank,  no  less  than  the  acceptance  of  coin,  Uqni- 
dates  debts,  and  closes  transactions;  while  bills 
of  exchange,  bank  credits,  cheques,  and  other 
instruments  by  which  the  use  of  money  is  econo- 
mised, have  not  been  included  under  the  terms 
money  and  currency,  because  the  acceptance  of 
such  instruments  does  not  liquidate  debts,  and 
finally  close  transactions."  Colonel  Torrens  has 
also  quoted,  in  support  of  his  opinion,  the  jud^ent 
of  Lord  Mansfield  in  the  case  of  Miller  v.  Race. 
87.    The  poet  sings — 

"  Ay  me  I    What  perils  do  environ 
The  man  who  meddles  with  cold  iron." 

So  are  the  perils  which  environ  the  unprofessional 
writer  who  meddles  with  law  cases.  There  is  no 
man  who  has  a  profession^  knowledge  of  the  law 
of  instruments  of  credit,  who  will  not  at  once  per- 
ceive thefidlacy  of  Colonel  Torrens's  opinions. 
The  judgments  of  the  judges  are  ^ways  to  be 
interpreted  with  special  reference  to  the  circum- 
stances of  the  case,  and  every  case,  to  be  rightly 
understood,  necessarily  requires  a  considerable 
amount  of  knowledge  which  does  not  appear  on 
the  face  of  it,  but  which  every  lawyer  would 
bring  to  the  study  of  it,  and  which  it  is  indis- 
pensable to  the  right  understanding  of  it.  More- 
over, every  lawyer  reads  the  jnc^^ents  in  a 
doubting  spirit.  In  the  first  place  many  of  the 
old  reports  are  of  very  doubtful  authorify ;  we 
are  not  certain  of  their  accuracy.  But  a  still 
greater  source  of  error  arises.  In  former  times 
judges  were  much  more  in  the  habit  of  giving 
general  judgments,  and  entering  into  collateral 
points ;  in  modem  times  they  confine  themselves 
strictly  to  the  point  at  issue,  and  sedulously  avoid 
opening  up  collateral  points  which  are  not  b^ore 
theoL  No  lawyer  reads  the  judgment  of  any 
judge  as  an  infallible  gospel.  We  shall  find  that 
these  remarks  forcibly  apply  to  the  case  we  are 
going  to  discuss.  In  the  first  place  we  are  not 
certain  of  the  accuracy  of  the  report.  In  the 
second  place,  it  is  such  a  judgment  as  we  are  per- 
fectly certain  that  no  judge  in  the  present  day 
would  deliver.  For  if  Lord  Mansfield  delivered 
it  as  reported,  it  not  only  decides  the  special  point 
in  issue  rightly  enough,  but  it  also  contains  several 
general  and  sweeping  assertions,  which  we  shall 
shew  are  very  far  indeed  from  being  accurate,  but 
which  are  not  necessary  fbr  the  decision  of  the 
case,  and  which  were  not  specially  argued. 

38.  We  shall,  therefore,  explain  to  our  lay 
readers  such  preliminary  considerations  as  are 
essentially  requisite  to  comprehend  the  true  bear- 
ing of  the  case  of  Miller  v.  Race,  There  are 
three  species  of  property  known  and  recognized 
by  the  common  law  of  England,  the  transfer  of 
which  is  subject  to  distinct  rules.  Firstly,  Goods 
and  Chattels  or  commodities ;  secondly.  Money ; 


and  thirdly,  Ckoses  in  action,  or  claims,  or  liabili- 
ties, such  as  debt.    Now,  with  respect  to  the  first 
description  of  property,  it  is  the  well  known  rule 
of  the  common  law  that  the  property  in  a  per- 
sonal chattel  cannot  be  transferred  to  a  buyer 
however  innocent,  by  a  person  who  does  not 
himself  possess  it,  except  by  a  sale  in  market  overt. 
That  is  to  say,  that  if  a  thief  steals  my  property 
and  sells  it  to  somebody  else  privately,  who  buys 
it  honestly  and  gives  a  fall  price  for  it,  yet  I  can 
recover  it  fi*om  the  innocent  buyer.    If,  however, 
the  property  is  sold  in  market  overt  the  case  is 
different,  the  buyer  may  keep  it  against  the  true 
owner.    But  with  respect  to  money,  although  the 
true  owner  might  recover  it  from  a  thief,  he  can- 
not recover  it  from  a  person  who  has  come  by  it 
honestly  in  a  fair  sale.    Thus,  if  a  man  steals  my 
money,  and  goes  and  buys  goods  with  it  in. a 
shop,  I  cannot  recover  it  from  the  shopkeeper  who 
takes  it  in  the  way  of  his  trade.    Thus,  the  posses- 
sion and  the  property  are  inseparable.    But,  with 
respect  to  the  third  species  of  property,  ckoses  in 
action,  or  debts,  it  is  an  inflexible  rule  of  the 
common  law  that  they  cannot  be  transferred  at 
all.    Thus  the  transfer  of  bills  of  exchange, 
which  are  debts,  is  in  direct  contravention  of  the 
common  law.    But  in  course  of  time  the  common 
law  adopted  the  Lex  Mercatorioy  and  by  the  Lex 
Mercatoria,  or  custom  of  merchants.    Bills    of 
Exchange  were  treated  like  money  in  so  far  as 
this — ^that  the    property  in  them   passed   like 
money.    Thus,  though  if  they  were  stolen  the 
true  owner  might  recover  them  from  the  thief, 
yet  if  he  passed  them  away  for  value,  bond  fide 
to  an  innocent  holder,  that  innocent  holder  for 
value  acquired  the  property  of  them,  and  might 
retain  them  against  the  true  owner,  and  enforce 
payment  from  all  the  parties  liable.    Thus  BUls 
of  Exchange  were  assimilated  to  money  in  this 
important  respect,  that  the  possession  and  the  pro- 
perty in  them  were  inseparable. 

39.  But  the  courts  of  law  for  a  long  time 
refused  to  recognize  promissory  notes  as  within 
the  law  merchant.  By  the  Act  founding  the 
Bank  of  England,  their  notes  were  legalized  and 
made  assignable  by  indorsement,  (Act,  Statute 
1694,  c.  20,  s.  29).  But  this  did  not  extend  to 
other  promissory  notes.  In  the  cases  of  Gierke 
V,  Martin,  (2.  L,  Raym,  p,  767  j,  in  1701,  and 
Btdler  v,  Cripps,  f  6.  Modem  Reports,  p.  29 J,  in 
1703,  the  court  held  that  promissory  notes  were 
not  assignable,  or  indorsable  over,  within  the 
custom  of  merchants.  In  consequence  of  these 
decisions  the  Act,  Statute  1704,  c.  8,  was  passed, 
by  which  it  was  enacted  that  promissory  notes 
in  writing  made  and  signed  by  any  person,  or 
persona,  body  politic,  or  corporate,  or  by  tlie 
servant,  or  agent  of  any  corporation,  banker, 
goldsmith,  merchant,  or  trader,  promising  to  pay 
any  other  person,  or  the  bearer,  any  sum  of  money, 
should  be  assignable  and  indorsable  over  in  the 
same  manner  as  inland  bills  of  exchange.  But, 
though  this  Act  conferred  upon  promissory  notes 
certain  of  the  privileges  and  qualities  of  bills  of 
exchange  it  made  no  mention  of  other  modes  of 
transferring  the  property,  and  there  was  no  case 
to  decide  whether  their  property  passed  with  the 
possession  to  an  innocent  holder  for  value,  as  in 
the  case  of  money  and  bills  of  exchange.  Thus 
there  was  no  case  to  decide  how  the  property  of  a 
stolen  note  would  pass. 

o2 


228 


BANK  NOTE. 


BANK  NOTE. 


40.  Such  was  the  state  of  the  law  when,  on 
the  11th  December,  1756,  William  Finney,  who 
was  the  owner  of  a  Bank  of  England  note,  sent  it 
in  a  letter  by  post  to  a  Mend  in  the  country.  On 
the  same  night  the  mail  was  robbed,  and  the  note 
in  question  was  carried  off.  On  the  12th  of  the 
same  December,  the  note  came  into  the  possession 
of  the  plaintiff,  for  a  fiill  and  valaable  considera- 
tion, iq  his  usual  course  of  business,  and  without 
any  notice  or  knowledge  of  its  haying  been 
stolen. 

Mr.  Finney,  on  the  Idth  of  December,  being 
informed  of  the  robbery,  applied  to  the  Bank  of 
England  to  stop  payment  of  the  note.  Some  time 
afta*wards  the  plaintiff  applied  to  the  bank  for 
payment  of  the  note,  and  for  that  purpose 
delivered  it  to  the  defendant,  who  was  a  clerk  in 
the  Bank,  but  the  defendant.  Race,  refused  either 
to  pay  it,  or  to  redeliver  it  to  the  plaintiff. 

The  plaintiff  brought  an  action  against  the 
defendant  to  recover  possession  of  the  bank  note, 
and  the  jury  found  in  his  favor,  subject  to  the 
opinion  of  the  court,  "whether,  under  the  cir- 
cumstances of  the  case,  the  plaintiff  had  a  suffi- 
cient property  in  this  bank  note,  to  entitle  him  to 
recover  in  the  present  action." 

Thus,  the  point  in  issue  before  the  court  was 
simply  this — "Whether  an  innocent  holder  for 
value  of  a  stolen  bank  note  acquired  a  property 
in  it  by  deliveiy,  and  was  entitled  to  retain  it 
against  a  former  owner  from  whom  it  had  been 
stolen  ?" 

It  was  admitted  that  the  usage  of  trade  was 
that  bank  notes  were  paid  and  received  as  cash, 
and  that  they  passed  from  one  person  to  another 
by  mere  delivery  like  cash,  and  that  the  posses- 
sion always  carried  with  it  the  property. 

It  was  contended  by  Sir  Richard  Lloyd,  for 
the  defendant,  that  the  action  was  not  for  the 
money  due  upon  the  note,  but  for  the  note  itself, 
the  paper,  the  evidence  of  the  debt.  That  the 
note,  or  the  goods,  as  he  called  it,  was  the  pro- 
perty of  Mr.  Finney,  who  was  the  real  owner, 
who  could  not  be  divested  of  his  property  in  it, 
except  in  the  manner  in  which  he  might  lose  it 
in  any  other  chattel.  He  denied  the  holder*s 
(merely  as  holder)  right  to  the  note  against  the 
true  owner,  or  that  possession  gave  a  right  to  it. 
The  counsel  for  the  plaintiff,  Mr.  Williams, 
maintained  that  the  holder  of  a  bank  note,  upon  a 
valuable  consideration,  has  a  right  to  it,  even 
against  the  true  owner.  That  the  circulation  of 
these  notes  vests  a  property  in  the  holder,  who 
comes  to  the  possession  of  it  upon  a  valuable 
consideration. 

We  shall  now  give  Lord  Mansfield*s  judgment, 
with  the  italics  as  they  stand  in  1.  Burrows, 
p.  456. 

*'  After  stating  the  case  at  large,  he  declared 
that  at  the  trial,  he  had  no  sort  of  doubt,  but  this 
action  was  well  brought,  and  tootdd  He  against 
the  defendant  in  the  present  case;  upon  the 
tfeneral  course  of  bueinessy  and  from  the  conse" 
quences  to  trade  and  commerce,  which  would  be 
much  incommoded  by  a  contrary  determination. 

"  It  has  been  very  ingeniously  argued  by  Sir 
Richard  Lloyd  for  the  defendant.  But  the  whole 
fallacy  of  the  argument  turns  upon  comparing 
Bank  Notes  to  what  they  do  not  resemble,  and 
what  they  ought  not  to  be  compared  to,  viz,  to 
goods,  or  to' securities,  or  documents  for  debts. 


"  Now  they  are  not  goods,  not  securities,  nor 
documents  for  debts,  nor  are  so  esteemed;  but 
are  treated  as  money,  as  cash,  in  the  ordinary 
course  and  transaction  of  business,  by  the  general 
consent  of  mankind ;  which  gives  them  the  credit 
and  currency  of  money,  to  all  intents  and  pur- 
poses. They  are  as  much  money,  as  guineas 
themselves  are ;  or  any  other  current  coin,  that 
is  used  in  conmion  payments  as  money  or  cash. 

"  They  pass  by  a  will  which  bequeaths  all  the 
testator^s  money  or  cash ;  and  are  never  consider- 
ed as  securities  for  money,  but  as  money  itself. 
Upon  Lord  Ailesburys  will  £900  in  Bank  Notes 
was  considered  as  cash.  On  payment  of  them, 
whenever  a  receipt  is  required,  the  receipts  are 
always  given  as  for  money ;  not  as  for  securities^ 
or  notes, 

"  So  on  bankruptcies,  they  cannot  be  followed 
as  identical  and  distinguishable  from  money ;  but 
are  always  considered  as  money  or  cash, 

"  It  is  a  pity  that  reporters  sometimes  catch 
at  quaint  expressions  that  may  happen  to  be 
dropped  at  the  bar  or  bench,  and  mistake  their 
meaning.  It  has  been  quaintly  said  Hhat  the 
reason  why  money  can  not  be  followed  is  becausb 
it  has  no  earmark^  but  this  is  not  true.  The 
true  reason  is  upon  account  of  the  currency  of  it, 
it  cannot  be  recovered  after  it  has  passed  in 
currerusy.  So  in  case  of  money  stolen,  the  true 
owner  cannot  recover  it,  after  it  has  been  paid 
awav  fairly  and  honestly  upon  a  valuable  and 
bona  fide  consideration :  but  before  money  has 
passed  in  currency,  an  action  may  be  brought  for 
the  money  itself  There  was  a  case  in  1.6.  1. 
at  the  sittings,  Thomas  v.  Whip,  before  Lord 
Macclesfield,  which  was  an  action  upon  assump- 
sit, by  an  administrator  against  the  defendant, 
for  money  had  and  received  to  his  use.  The 
defendant  was  nurse  to  the  intestate  during  his 
sickness,  and  being  alone  conveyed  away  the 
money.  And  Lord  Macclesfield  held  that  the 
action  lay.  Now  this  must  be  esteemed  a  find' 
ing  at  least. 

"  Apply  this  to  the  case  of  a  Bank  Note.  An 
action  may  lie  against  the  finder,  it  is  true,  (and 
it  is  not  at  all  denied) ;  but  not  t^ier  it  has  been 
PAID  AW  AT  IN  cubrenct.  And  tMs  point  has 
been  determined  even  in  the  infancy  of  Bank 
Notes;  for  1.  Salk.  126.  M.  10.  W.  8.  at  niH 
prius,  is  in  point.  And  Lord  Chief  Justice 
Holt  there  says  it  is,  *by  reason  of  the  course  of 
trade,  which  creates  a  property  in  the  assignee  or 
bearer.'  (And  the  'bearer'  is  a  more  proper 
expression  than  assignee,) 

"  Here  an  innkeeper  took  it,  bond  fide  in  his 
business,  from  a  person  who  made  an  appearance 
of  a  gentleman.  Here  is  no  pretence  or  snspicioa 
of  COLLUSION  with  the  robber,  for  this  matter  was 
sti'ictly  inquired  and  examined  into  at  the  trial, 
and  is  so  stated  in  the  case, '  that  he  took  it  for  a 
full  and  valuable  consideration,  in  the  usual  course 
of  business*  Indeed  if  there  had  been  any  collu* 
sion,  or  any  circumstances  of  unfair  dealing,  the 
case  had  been  much  otherwise.  If  it  had  been  a 
note  for  £1,000  it  might  have  been  suspicious  ; 
but  this  was  a  smaU  note,  for  £21  lOs.  only,  and 
money  given  in  exchange  for  it." 

Lord  Mansfield  then  commented  upon  certain, 
of  the  cases  which  had  been  cited,  and  shewed 
that  they  did  not  apply  or  were  misreported,  and 
continued : 
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"  A  Bank  Note  is  constantly  and  nniversall y, 
both  at  home  and  abroad,  treated  as  money ^  as  cash^ 
and  paid  and  received  as  cash ;  and  it  is  necessary 
for  the  purposes  of  commerce  that  their  currency 
should  be  established  and  secured, 

'•  There  was  a  case  in  the  Court  of  Chancery 
on  some  of  Mr,  ChiUTs  notes,  payable  to  the 
person  to  whom  they  were  given,  or  bearer.  The 
notes  had  been  lost,  or  destroyed,  many  years. 
Mr,  Child  was  ready  to  pay  them  to  the  widow 
and  administratrix  of  the  person  to  whom  they 
were  made  payable,  upon  her  giving  bond  with 
two  responsible  sureties  (as  is  the  custom  in  such 
cases)  to  indemnify  him  against  the  bearer,  if  the 
notes  should  ever  be  demanded.  The  adminis- 
tratrix brought  a  bill;  which  was  dismissed 
because  she  either  could  not,  or  would  not,  give 
the  security  required.  No  dispute  ought  to  be 
made  with  the  bearer  of  a  cash  note ;  in  regard  to 
commerce  and  for  the  sake  of  the  credit  of  these 
notes;  though  it  may  be  both  reasonable  and 
customary,  to  stay  the  payment,  till  inquiry  can 
be  made  whether  the  bearer  of  the  note  came  by 
it  fairly  or  not." 

Judgment  was  then  given  for  the  plaintiff. 

41.  Now  by  this  decision  it  was  established 
that  Bank  Notes  resembled  money  in  this  re- 
spect, that  an  innocent  holder  for  value  might 
retain  them,  even  though  stolen,  against  the 
former  owner.  And  this  decision  has  been  con- 
firmed by  a  host  of  cases  since  that  time.  And 
it  is  now  a  well  settled  principle  of  English  law, 
that  a  person  taking  any  instrument  of  credit 
hondfide^  and  for  full  value,  is  entitled  to  recover 
on  it.  Thus,  the  doctrine  which  had  aJways 
been  held  as  regards  bills  of  exchange  was  by 
this  decision  held  also  to  apply  to  Bank  Notes. 
But  farther  than  this,  the  principle  of  the  decision 
has  been  extended  to  all  negotiable  instruments ; 
it  also  applies  to  bills  of  lading,  and  dock 
warrants ;  it  is  well  settled  by  a  series  of  cases 
that  the  property  represented  by  bills  of  lading 
and  dock  warrants  passes  to  an  innocent  holder 
for  value,  exactly  in  the  same  manner  as  bills  of 
exchange. 

42.  Such  is  the  true  legal  bearing  of  this  case, 
and  we  see  that  it  lends  no  force  whatever  to  the 
doctrine  that  bank  notes  are  cash,  or  currency,  to 
the  exclusion  of  bills  of  exchange.  So  far  from 
it,  it  proves  the  very  reverse,  because  if  the  prin- 
ciple of  transfer  by  delivery,  is  the  criterion  of 
currency,  the  rule  was  applied  to  bills  of  exchange 
long  before  it  was  applied  to  bank  notes.  And, 
if  that  be  the  criterion,  bills  of  lading  and  dock 
warrants  are  currency  as  well,  a  conclusion 
which  must  be  rejected.  Moreover  if  Colonel 
Torrens  is  willing  to  accept  the  judgment  of 
courts  of  law,  as  to  what  is,  and  what  is  not 
money,  he  must  admit  that  deposits  in  banks  are 
currency,  or  money,  because  it  has  been  several 
times  held  in  the  courts  of  equity,  that  a  balance 
at  a  banker's  passes  under  the  word  money  in  a 
will.  Now  the  sect  of  economists  to  which 
Colonel  Torrens  belongs,  strenuously  repudiate 
the  doctrine  that  deposits  in  a  bank  are  currency. 

43.  But  though  the  general  principle  decided 
in  the  case  of  Miixbb  v.  Race  is  undoubtedly 
well  settled  law,  that  by  no  means  holds  good  of 
idl  the  sweeping  assertions  attributed  to  Lord 
Mansfield  in  the  judgment  as  reported  in  Burrows. 
The  assertions  attributed  to  Lord  Mansfield  are 


so  extraordinary,  that  we  cannot  believe  that  he 
has  been  correctly  reported.  He  himself,  in  the 
course  of  his  judgment,  as  reported,  says  that 
Lord  Chief  Justice  Holt  must  have  been  mis- 
reported  in  one  of  the  cases  cited.  And  we 
firmly  believe  that  the  same  thing  has  happened 
in  this  case.  We  entirely  refuse  to  believe  that 
he  ever  could  have  uttered  the  extraordinary 
assertions  attributed  to  him.  For  he  is  actually 
made  to  say  that  bank  notes  are  not  only  like 
money  in  some  respects,  and  that  they  were  as 
readily  received  as  cash,  in  the  course  of  trade, 
but  he  is  made  to  say  that  they  were  the  same  as 
money  to  '^ai«l  intents  and  purposes.  That 
they  are  as  much  money  as  guineas  themselves," 
and  that  they  were  "  never  considered  as  securi" 
ties  for  money,  but  as  money  itself, ^^  And  he  is 
made  to  adduce  several  cases  in  which  bank 
notes  were  treated  as  money.  But  we  refuse  to 
believe  that  so  eminent  a  judge  could  ever  have 
said  that  they  were  the  same  as  money  to  ai.l 
intents  and  purposes^  or  that  they  were  as  much 
money  as  guineas  themselves.  For  this  very 
manifest  reason,  a  debtor  could  compel  a  creditor 
to  receive  guineas  in  payment  of  a  debt,  but  at 
the  time  this  judgment  was  given,  no  debtor 
could  compel  a  cremtor  to  receive  £1,000,000  of 
Bank  of  Imgland  notes,  in  payment  of  a  debt  of 
one  sixpence.  The  money  of  a  country  is  that 
which  a  debtor  can  compel  a  creditor  to  take  in 
discharge  of  a  debt.  Guineas  were  legal  tender, 
but  bank  notes  were  not  legal  tender.  The 
acceptance  of  them  was  purely  voluntary,  like 
the  acceptance  of  any  other  instrument  of  credit 
whatever.  Edmund  Burke  was  a  better  lawyer 
than  the  reporter  who  attributed  such  a  doctrine 
to  Lord  Mansfield.  He  says  in  an  oft-quoted 
passage,  (Reflections  on  the  Revolution  in  France^ 
Vol.  1  p,  468-9.  Bohn's  Edit.)  speaking  of  the 
French  revolutionary  assignats;  "At  present 
the  state  of  their  treasury  sinks  more  and  more 
in  cash,  and  swells  more  and  more  in  fictitious 
representation.  When  so  little  within  or  without 
is  now  found  but  paper,  the  representative  not  of 
opulence,  but  of  want,  the  creature  not  of  credit 
but  of  power,  they  imagine  that  our  fiourishing 
state  in  England,  is  owing  to  that  bank  paper, 
and  not  the  bank  paper  owing  to  the  flourishing 
condition  of  our  commsrce,  to  the  solidity  of  our 
credit,  arid  to  the  total  exclusion  of  power  from 
any  part  of  the  transaction.  They  forget  that  in 
England  not  one  shilling  of  papeb  monet  of 

Ainr   DBSCEIPTION  IS    RECEIVED  BUT  OF   CHOICE  ; 

that  the  whole  has  had  its  origin  in  cash  actually 
deposited  (in  which  assertion  Burke  is  mistaken) ; 
and  that  it  is  convertible  at  pleasure,  in  an 
instant,  and  without  the  smallest  loss,  into  cash 
again.    Our  paper  is  of  value  in  commerce, 

BECAUSE    IN  LAW   IT  18    OF  NONE.      It  16  POWER* 

FUL  ON  'Change,  because  in  Westminster 
Hall  it  is  impotent.    In  payment  of  a  debt 

OP  TWENTY  shillings,  A  CREDITOR  MAT  REFUSE 
ALL  THE  PAPER  OF  THE  BaNK  OF  EnGAND.      Nor 

is  there  amongst  us  a  single  public  security,  of 
any  quality  or  nature  whatsoever,  that  is  enforced 
by  authority."  Nor  did  the  Bank  restriction 
Act  of  1797  venture  to  make  Bank  Notes  legal 
tender,  it  only  enacted  that  if  a  debtor  offered 
them  in  payment  of  a  debt,  he  should  not  bo 
arrested;  it  did  not  take  away  any  creditor's 
right  to  demand  and  be  paid  in  coin.    But  it 
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enacted  that  payment  of  debts  in  Bank  Notes 
was  to  be  deemed  payment  in  cash,  if  offered 
and  ACCEPTED  as  such.  Now  what  was  the  use 
of  this  enactment,  if  Bank  Notes  were  already 
as  much  money  as  guineas  to  all  intents  and 
purposes?  But,  in  fact,  Bank  Notes  were  not 
declared  to  be  legal  tender  between  persons, 
until  the  Bank  Charter  Act  of  1833.  Now  if 
they  were  already  identical  with  guineas,  what 
was  the  use  of  this  enactment  ? 

44.  But  Lord  Mansfield  is  further  made  to  say 
that  bank  notes  were  not  securities  for  money, 
but  money  itself.  But  how  could  this  be  when 
the  bank  note  was  a  promise  to  pay  on  the  face  of 
it?  And  every  holder  of  a  bank  note  had  a 
right  to  demand  payment  of  it  in  guineas.  How 
was  it  different  in  kind  from  any  other  promise 
to  pay  ?  No  doubt  it  enjoyed  a  higher  degree  of 
credit  than  other  promissory  notes,  and  probably 
no  one  ever  doubted  that  he  could  get  cash  for  it 
if  he  chose,  but  that  did  not  make  it  money.  It 
was  manifestly  on  the  very  face  of  it  a  security 
for  money,  though  one  that  was  never  doubted. 

45.  Thus  we  see  that  the  arguments  for  draw- 
ing a  fundamental  distinction  between  bank 
notes,  payable  in  cash,  and  other  instruments  of 
credit,  so  as  to  m^e  one  currency  and  the  other 
not  currency,  fail  entirely.  And  we  do  not  hesitate 
to  affirm  that  it  is  mot  possibls  to  frame  a 

DEFINITION  OF  CUEBENCT  SO  AS  TO  INCLUDE  BANK 
NOTES    CONVEBTIBLE   INTO  CASH    ONLY,    (and  not 

such  as  are  inconvertible  and  declared  by  law  to  be 
legal  tender),  and  to  exclude  otheb  instbu- 

HENTS  OF  CBEDIT. 

46.  Promissory  notes  were  first  introduced 
into  this  country  by  the  goldsmiths  of  London, 
who  issued  them  in  exchange  for  money  deposited 
with  them  by  their  customers,  and  also  in  the 
discount  of  bills  of  exchange.  They  were  at 
first  treated  exactly  as  bills  of  exchange  and 
were  passed  by  indorsement.  But  it  was  long 
before  they  were  recognized  by  the  law  merchant. 
They  were  first  technically  called  bills  obligatoru, 
or  bills  of  credit,  or  of  debt,  (Bill  Obligatobt), 
and  it  was  provided  by  the  Act,  Statute  1694,  c.  20, 
s.  29,  founding  the  Bank  of  England,  that  its  bills 
obligatory  and  of  credit,  t.^.,  its  bank  notes,  might 
be  assigned  and  assignable  to  any  person  or 
persons  who  should  voluntarily  accept  the  same, 
and  so  by  such  assignee  toiies  miotics  by  indorse- 
ment thereupon ;  and  that  such  assignment,  and 
assignments,  so  to  be  made,  should  absolutely 
vest  and  transfer  the  right  and  property  in  and 
unto  such  bill,  or  bills  obligatory,  and  of  credit, 
and  the  monies  due  upon  the  same ;  and  that  the 
assignee  or  assignees  should  and  might  sue  for  and 
maintain  an  action  thereupon  in  his  own  name. 

This,  however,  did  not  extend  to  the  notes  of 
private  bankers,  which  were  for  some  time  longer 
without  the  pale  of  the  law,  and  Lord  Chief 
Justice  Holt  was  terribly  put  out  when  an  action 
on  a  promissory  note  was  brougUt  in  his  court. 
(Pbomissobt  Note).  By  the  Act,  Statute  1704, 
c.  8,  the  quality  of  negotiability,  which  had  been 
confeiTed  on  the  notes  of  the  Bank  of  England, 
was  also  conferred  on  the  promissory  notes  of  all 
other  persons,  that  is,they  were  made  transferable 
by  indorsement.  In  process  of  time,  however,  as 
a  bank  note  was  a  promise  to  pay  cash  to  bearer 
on  demand,  and  consequently  everyone  thought 
tLat  taking  the  note  of  a  wealthy  banker  which 


might  be  cashed  at  a  moment*s  notice,  was  as 
good  as  cash  itself,  the  custom  of  indorsing  bank 
notes  fell  into  disuse ;  and,  we  find  in  the  case  of 
Miller  V.  Race  above-mentioned,  that  it  was  the 
acknowledged  usage  of  trade  that  bank  notes  were 
passed  by  mere  delivery  from  hand  to  hand  with- 
out indorsement.  But,  though  from  the  sense  of 
security  entertained,  the  ceremony  of  indorsement 
was  dispensed  with  as  superfluous,  it  must  be 
carefully  observed  that  that  in  no  way  altered  the 
character  of  the  instrument,  and  the  receiver  of 
the  note  did  it  entirely  at  his  own  peril,  and  ran 
exactly  the  same  risks  as  he  did  if  he  took  any 
other  instrument  of  credit  without  indorsement. 
(Pbomissobt  Note). 

47.  But  though  we  entirely  deny  that  there  is 
any  distinction  in  kind  between  bsmk  notes  pay- 
able in  cash,  and  which  are  not  made  legal  tender 
by  law,  and  other  instruments  of  credit,  yet  they 
are  the  most  powerful  form  of  credit  for  good  or 
for  evil,  and  like  all  other  forms  of  power,  while 
they  are  capable  of  being  used  so  as  to  produce 
immense  benefits,  their  abuse  will  produce  the 
direst  calamities.  Any  instrument  of  credit 
whatever  dispenses  with  the  use  of  coin  in  any 
transaction  in  which  it  is  used,  and  bank  notes 
among  the  rest.  We  have  shewn  that  it  is  a 
general  law  of  the  currency  that  when  two 
species  of  currency  circulate  together  of  the  same 
nominal  amount,  but  of  different  actual  values, 
the  least  valuable  will  drive  out  and  expel  the 
more  valuable.  From  this  general  law  it  follows 
that  if  bank  notes  be  allow^  to  be  issued  of  the 
same  denomination  as  any  coin,  they  will  cer- 
tainly expel  that  coin  from  circulation.  Expe- 
rience amply  verifies  the  truth  of  this  law.  It 
has  been  invariably  found  in  all  countries  that 
bank  notes  drive  coin  of  the  same  denomination 
out  of  circulation.  Consequently,  instead  of  the 
solid  universal  credit  of  money,  there  comes  to  be 
substituted  the  precarious  and  particular  credit 
of  individuals,  as  the  sole  circulating  medium  of 
a  country.  A  condition  of  things  manifestly 
fraught  with  danger.  Consequently  no  bank  notes 
should  be  permitted  to  be  issued  of  the  same 
denomination  as  the  standard  metallic  unit  of 
money.  The  same  remarks  are  no  doubt  to  a 
certain  extent  true  of  bank  notes  of  a  higher 
denomination.  A  bank  note  of  £5,  or  £100,  as 
certainly  dispenses  with  and  displaces  five  sove- 
reigns, or  100  sovereigns,  as  a  £1  note  does  one 
sovereign.  But  then  there  are  not  nearly  so 
many  transactions  in  which  a  £6  note  or  a  £100 
note  is  required,  as  where  a  sovereign  is  required. 
Consequently  if  £1  notes  are  prohibited,  the 
necessities  of  commerce  and  trade  will  compel 
people  to  keep  a  certain  amount  of  specie  in  the 
country,  and  thus  the  currency  in  general  will  be 
leavened  with  a  sufficiency  of  metol  to  enable  it 
to  preserve  its  stability. 

48.  Bank  notes,  then,  are  to  be  regarded  in 
every  point  of  view  as  independent  entities,  and. 
the  creation  and  issue  of  them  has  exactly  the 
same  effects  as  the  importation  of  so  much  money. 
The  immense  advantage  of  them  consists  in  this, 
that  if  any  great  work  is  to  be  effected  they  can 
be  created  and  issued  at  once,  without  delay,  and. 
at  comparatively  no  expense,  whereas,  to  obtain 
an  equal  amount  of  metallic  money,  commodities 
must  first  be  exported  to  obtain  it.  The  enor- 
mous advance  of  England  in  industrial  woi*k&  in 
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the  last  quarter  of  the  last  century  was  chiefly 
effected  by  means  of  bank  notes,  and  without 
bank  notes  they  could  never  have  been  effected 
in  so  short  a  space  of  time.  So  the  prodigious 
strides  made  by  Scotland  during  the  last  century 
were  chiefly  due  to  the  formation  of  powerful 
banks.  And  these  bank  notes,  so  long  as  there 
was  real  demand  for  them,  were  exactly  equiva- 
lent to  so  much  real  additional  capital,  as  we 
have  seen  above  that  Mr.  Mill  acknowledges. 

49.  But  unfortunately,  while  the  creation  of  a 
certain  amount  of  bank  notes  is  a  great  blessing, 
the  issuers  of  them  deriving  so  much  profit  from 
their  manufacture,  and,  in  &ct,  finding  themselves 
in  the  possession  of  so  much  wealth,  without 
labor,  have  scarcely  ever  been  able  to  restrain 
themselves  within  due  limits.  It  is  quite  clear 
that  being  independent  entities,  if  the  quantity 
issued  exceeds  certain  limits,  like  everything  else 
under  similar  circumstances,  their  value  will 
diminish,  as  compared  with  metallic  money. 
There  is  no  instance  in  any  country  in  which  any 
persons,  public  or  private,  having  been  entrusted 
with  the  power  of  issuing  bank  notes,  unlimited 
in  amount  and  denomination,  have  not  abused  it, 
and  produced  such  calamities  as  to  make  men 
almost  curse  the  very  power  itself.  In  most 
countries,  therefore,  it  has  been  found  absolutely 
necessary  to  limit  the  power  of  issue  either,  or 
both,  in  amount  and  denomination.  In  England 
the  Bank  of  England  was  limited  at  first  in 
amount,  but  not  m  denomination ;  it  was  after- 
wards unlimited  in  both.  The  private  bankers 
were  unlimited  in  both  till  1775,  and  the  conse- 
quence was,  specie  was  di*iven  out  of  many  parts 
of  the  country,  where  notes  circulated  for  6d.  In 
that  year  bank  notes,  under  £5,  were  suppressed. 
This  restriction  being  temporarily  suspended  du- 
ring the  bank  restriction  act,  was  productive  of 
enormous  calamities  to  the  country  from  1810  to 
1816,  and  was  a^ain  imposed.  The  Bank  of 
England  itself  havmg  immensely  abused  its  power 
of  issue,  and  having  brought  itself  to  the  very 
verge  of  bankruptcy  on  several  occasions,  was 
again  put  under  restraint  by  the  Bank  Charter 
Act  of  1844,  and  aJl  other  banks  which  issued 
notes  at  that  period  were  also  strictly  limited, 
and  all  new  ones  were  prohibited.  And  so  it  has 
been  found  necessary  to  adopt  some  measures  of 
limitation  in  almost  all  other  countries. 

50.  But  the  actual  amount  of  the  limitation 
and  the  method  of  enforcing  it,  as  well  as  the 
criterion  of  depreciation,  have  been  the  subjects 
of  much  controversy  and  difference  of  opinion. 
Some  writers  maintain  that  bank  notes  should 
strictly  be  limited  to  the  exchange  of  bullion, 
that  the  bullion  they  are  exchanged  for  should 
be  rigidly  kept  in  the  vaults  of  the  bank,  so  that 
for  every  £5  note  in  circulation  there  should 
actually  be  five  sovereigns  in  the  bank.  This  is 
what  they  call  the  Cubbenct  Pbinciplb.  Upon 
this  principle  the  banks  of  Venice,  Amsterdam, 
Sweden,  Hamburgh,  and  others,  have  been  found- 
ed, or  professed  to  be.  Thus  the  credit  they 
created  was  exactly  equal  to  the  bullion  they 
possessed.  But  these  banks  never  did  any  dis- 
count business  at  all.  It  is  absolutely  impos- 
sible FOB  A  BANK,   CON8TBUCTED  ON  THE  CUB- 

BBNCT    pbinciplb,    TO    DO    DISCOUNT     BUSINESS. 

For  it  is  the  very  essence  of  a  ^^baiik^^  to  discount 
biU$  of  exchange  by  creating  credit.    It  is,  there- 


fore, impossible  to  apply  the  currency  principle 
to  the  Bank  of  England  without  prohibiting  it 
from  discounting  bills  of  exchange.  In  some 
banks  their  issues  are  limited  to  a  certain  propor- 
tion to  the  bullion  they  have  in  reserve.  In  the 
Bank  of  England  the  issues  are  limited  to  a  fixed 
amount  based  upon  public  securities,  with  an 
additional  amount  exactly  equal  to  the  quantity 
of  bullion  in  the  bank.  In  America  it  is  common 
to  require,  in  addition  to  the  convertibility  of  the 
note,  that  an  equal  value  of  some  other  property, 
such  as  public  securities,  or  a  mortgage  upon 
land,  be  deposited  with  some  public  office,  by  all 
issuers  of  notes.  All  these  regulations  have  been 
devised  to  check  the  almost  universal  tendency 
Banks  entrusted  with  an  unlimited  power  of  issue 
have  had,  to  endanger  their  own  stability  by 
excessive  issues  of  notes.  But  although  in  many 
cases  these  restrictions  undoubtedly  do  confer 
additional  security  on  the  notes,  they  must  be 
considered  more  as  expedients  to  compel  banks 
to  do  what  they  have  very  seldom  had  the  reso- 
lution to  do,  namely,  to  raise  the  rate  of  discount 
during  a  foreign  drain  of  bullion.  The  neglect  of 
this  has  been  the  cause  of  some  of  the  most  severe 
commercial  crises  in  our  history.  (Discount; 
Cbisis,  Commbbcial.3 

BANNATTNE,  DUGALD. 

Observations  which  enter  into  the  commerce  in 
grain,  and  into  the  measures  for  supplying  food  to 
the  people,    Glasgow,  1816. 

BANNEFROT. 

Memoire  sur  la  mendicite,    Paris,  1791.     G. 

BANNISTEBi  SAXB.— Formerly  Attorney- 
General  of  New  South  Wales,  has  communicated 
several  papers  to  the  Statistical  Journal. 

The  Life  and  Writings  of  William  Paterson^ 
founder  of  the  Bank  ofJEngland,  London,  1858. 
(Patebson). 

BARAS,  MAEC  ANTOINE,  was  bom  at 
Toulouse  in  1764,  and  studied  the  belles  lettres 
and  jurisprudence,  and  became  an  advocate  before 
that  Parliament.  He  soon  abandoned  law,  how- 
ever, for  Political  Economy,  which  had  but  few 
cultivators  at  that  time  in  France,  and  be  sub- 
mitted several  plans  of  reform  to  Condorcet.  He 
also  became  acquainted  with  Bailly,  and  other 
eminent  men.  He  composed  a  work  Arithmetique 
Politique  on  a  similar  plan  to  that  of  Arthur 
Young,  which  gained  him  much  reputation.  He 
was  a  partisan  of  the  revolution,  and  in  1791, 
being  elected  as  one  of  the  municipal  council  of 
Toulouse,  he  did  much  to  introduce  the  revolu- 
tionary laws  there.  The  Spaniards  threatened 
an  invasion,  and  he  was  sent  to  the  Convention 
to  urge  them  to  adopt  defensive  measures.  He 
returned  to  Toulouse,  where  he  described  in 
indignant  language  the  disgraceful  scenes  of 
violence  he  had  witnessed  in  the  capital.  He 
was  soon  afterwards  denounced  as  a  Federalist, 
sent  to  Paris  and  executed  along  with  Hebert, 
De  Vincent,  and  others,  on  the  13th  April,  1794. 

Arithmetique  Politique,    Paris. 

JSloge  de  Vocteur  Price, 

Tableau  de  Vinstruction  publique  en  Europe, 
Pai'is. 


232 


BARBON. 


BARBON. 


BAaAULT-REULHON,   C.  HIPPOLTTB. 

Economic  Politique^  avec  Vorganizaiion  de  la 
force  publique.    Paris,  1860. 

BABBE-MABBOIS,  FRANCOIS,  Le  Mar- 
quis.— ^Bom  at  Metz,  Slst  January,  1745,  for- 
merly First  President  of  the  Ck)urt  of  Accounts. 
He  was  employed  in  the  diplomatic  service  by 
Louis  XVI.,  and  was  appointed  one  of  the  council 
of  Ancients  in  1795.  He  was  transported  to 
Guyane  after  the  18th  Fructidor,  but  appointed 
Councillor  of  State  in  1801,  and  a  Peer  of  France 
in  1814.    He  died  I4th  January,  1837. 

Mimoire  sur  les  finances,    Paris,  1797. 

La  richesse  du  cidHvatettr.  Translated  from 
the  German.    Paris,  1803. 

BARBET,  AUaUSTB. 

Systeme  social^  et  responsabilitS  de  Vhomme^  ou 
de  la  necessitS  du  pret  par  ntat,  iroisiime  force 
gouvemementale  prenarU  sa  base  d^action  sur  les 
masses  dans  VorganisaHon  du  travail,  Paris, 
1846. 

Aupeuple ;  etat  de  V economic  politique  et  sociale 
de  la  JF'rance.    Paris,  1848. 

BARBEER,  k^—Chefde  division  in  the  pre- 
fecture of  Vienne. 

Organisation  et  travaux  des  commissions  canton^ 
ales  ae  statistiqne,     Poitiers,  1854. 

BARRIER,  STEPHEN. 

An  expedient  to  pay  the  public  debts  of  England 
and  France,    Loudon,  1719. 

BARBON,  NICHOLAS. 

A  discourse  on  Trade, 

A  discourse  concerning  coining  the  new  money 
lighter^  in  answer  to  Mr,  Locks  considerations 
about  raising  the  value  of  money.    London,  1696. 

This  is  one  of  the  host  of  pamphlets  which 
appeared  during  the  great  monetary  crisis  of 
1696.  (Coinage).  It  advocates  the  reduction 
of  the  new  money  to  tlie  standard  of  the  degraded 
coin,  which  was  in  circulation,  just  as  many  per- 
sons, in  1816,  would  have  reduced  the  new 
coinage  to  the  standard  of  the  depreciated  bank 
note.  Although  Barbon^s  object  was  to  dispute 
the  sound  doctrine  supported  by  Locke  that  the 
quantity  of  bullion  in  the  coin  was  the  measure 
of  its  value,'  and  to  establish  the  foolish  fallacy 
that  it  was  the  name  and  stamp  on  the  coin  which 
gave  it  its  value,  yet  this  little  work  contains 
some  remarkable  things.  He  very  clearly  under- 
stood and  inculcated  the  doctrine  that  value  was 
the  relation  which  a  thing  bore  to  other  things, 
and  he  is  one  of  the  first  that  we  are  aware  of, 
who  notices  what  Adam  Smith  calls  the  distinc- 
tion between  vcdue  in  use  and  valve  in  exchange, 
"  There  is  nothmg,"  he  says,  p.  6,  "  that  troubles 
this  conti'ovcrsy  more  than  for  want  of  distlu- 
guishing  between  value  and  virtue. 

"Value  is  only  the  price  of  things;  that  can 
never  be  certain,  because  it  must  be  then,  at  ail 
times,  and  in  ail  places,  of  the  same  value;  there- 
fore nothing  can  have  an  intrinsic  value, 

"But  thmgs  have  an  intrinsic  virtue  in  them- 
selves, which  in  all  places  have  the  same  virtue; 
as  the  loadstone  to  attract  iron,  and  the  several 
quidiiies  that  belong  to  herbs  and  drugs,  some 


purgative,  some  diuretical,  &c.  But  these  tMnga, 
though  they  may  have  great  virtues  may  be  of 
small  value,  or  no  price,  according  to  the  place 
where  they  are  plenty  or  scarce,  as  the  red  nettle, 
though  it  be  of  excellent  virtue  to  stop  bleeding, 
yet  here  it  is  a  weed  of  no  value  from  its  plenty. 
And  so  are  spices  and  drugs  in  their  own  native 
soil  of  no  value,  but  as  common  shrubs  and  weeds, 
but  with  us  of  great  value,  and  yet  in  both  places 
of  the  same  excellent  intrinsic  virtues.'*  Again, 
"  For  things  have  no  value  in  themselves,  it  is 
opinion  and  fashion  brings  them  into  use,  and 
gives  them  a  value.**  Barbon  thus  puts  his  finger 
on  the  very  thing  which  is  the  curse  and  the  bane 
of  Political  Economy  at  this  day,  the  expression, 
intrinsic  value,  which  is  confounding  an  inirinsic 
auality  with  an  external  relation,  (Bank  Notb; 
Value.) 

He  also  well  shews  that  there  is  no  distinction 
between  things  of  equal  value,  whether  they  are 
perishable  or  dm*able.  An  error  on  this  point 
long  infected  Political  Economy. 

The  most  remarkable  part  of  the  work,  however, 
is  the  thorough  refutation  he  gives  to  the  fallacy 
of  the  balance  of  trade  and  the  mercantile  system. 
This  chapter  well  deserves  to  be  read,  because  it 
is  as  complete  as  anything  in  Adam  Smith,  or  any 
subsequent  writer.  Barbon,  in  the  beginning  of 
his  work,  well  shews  that  the  fable  of  Midas  was 
the  best  burlesque  of  the  mercantile  system.  After 
exposing  the  absurdity  of  those  who  think  that  gold 
and  silver  were  the  only  wealth,  he  says,  "I  have 
insisted  longer  on  this  subject  than  was  necessary 
in  this  discourse,  and  the  rather  because  the 
Balance  of  Trade  does  so  generally  perplex  all 
debates  concerning  trade.  And  that  the  notion 
seems  as  if  it  were  first  invented  by  some  mer- 
chants on  purpose  to  mislead  men*s  reasons  about 
trade,  because  it  is  commonly  used  for  an  argument 
against  any  flourishing  trade.  That  such  a  trade  is 
not  for  the  benefit  of  the  nation,  ♦        ♦         ♦ 

And  though  I  am  of  opinion  there  never  was  any 
balance  of  trade  made  up,  nor  can  be,  by  any 
methods  proposed,  as  I  have  yet  heard  of,  nor  any 
such  uses  to  be  made  by  it,  as  is  expected  if  it 
could  be  found  out,  yet  because  I  cannot  think 
that  gentlemen  may  on  a  sudden  alter  their  opi- 
nion by  anything  I  have  wrote  against  a  subject 
so  generally  believed,  I  will,  therefore,  for  argu- 
ment's sake,  suppose  there  is  a  balance  of  tnide, 
and  that  it  is,  or  may  be,  cast  up  every  year  with 
every  nation,  yet  it  will  not  follow  that  the  balance 
of  the  account  must  be  paid  in  money.  For  if  the 
balance  be  paid  by  value,  it  is  no  matter  by  what 
sort  of  goods  that  value  is  paid.  For  one  sort  of 
wares  are  as  good  as  another  if  the  values  be  eyual. 
An  hundred  pounds  worth  of  lead  or  iron  is  as 
good  as  an  hundred  pounds  worth  of  sUver  or 
gold."  p.  52-3. 

He  also  shews  that  it  is  a  great  mistake  to 
suppose  that  money  only  goes  out  of  a  country 
because  there  are  debts  to  be  paid,  as  so  many 
of  the  witnesses  in  1804  and  1810  maintained. 
"Money  is  never  carried  out  of  any  country  when 
it  is  coined,  except  it  be  to  those  countries  where 
the  bullion  bears  a  higher  price  than  what  the 
money  is  current  at,  or  where  the  exchange  runs 
so  high  to  any  country,  as  it  will  be  more  profit 
to  the  merchant  to  melt  down  the  money  and 
send  it  over  in  bullion  than  by  bills  of  exchange. 
And  in  both  these  cases  it  may  often  fall  out  tkit 
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ibe  money  may  be  sent  over  to  a  coontry,  and 
yet  uo  debt  contracted  in  that  country.  And 
there  the  bakmcing  the  account  cannot  be  the 
reason  of  drawing  money  oat  of  a  nation. 

'^For  though  Spain  were  not  Indebted  to  any 
nation,  yet  the  gold  and  silver  would  be  brought 
away.  For  being  more  plentiful  there  than  in 
any  part  of  Europe,  because  of  the  West  Indies 
that  belong  to  them,  is  consequently  there  of 
lower  value.  And  being  their  chief  staple  com- 
modity, having  little  other  goods  of  value,  if  they 
will  trade  with  other  nations,  and  have  their 
commodities,  they  most  give  their  bullion  in  ex- 
change, though  their  laws  are  capital  that  prohibit 
it.  And  yet  every  time  they  traffic  with  other 
nations  there  may  be  no  debts  left  on  either  side.** 
Among  the  inferences  he  draws  is,  "  That  no  sort 
of  conunodities  ought  to  be  totally  prohibited, 
and  that  the  freer  the  trade  is  the  better  the 
nation  will  thrive.** 

Barbon  thus  has  the  merit  of  being  one  of  the 
first  to  expose  the  fallacy  of  the  balance  of  trade, 
though  his  work  does  not  seem  to  have  produced 
much  effect,  and  it  was  reserved  for  Quesuay 
and  the  economists  of  Prance,  to  make  the  first 
impression  on  public  opinion.  He  also  saw  with 
great  clearness  the  fundamental  fallacy  which  to 
this  day  infects  Political  Economy.  But  when 
he  comes  to  discuss  the  principal  object  of  his 
work  his  sagacity  seems  entirely  to  desert  him, 
and  it  is  nothing  but  an  elaborate  attempt  to 
prove  that  the  quantity  of  bullion  in  a  coin  does 
not  affect  its  value,  which  he  alleges  is  derived 
solely  from  the  name  and  the  stamp.  If  it  had 
not  been  for  this  most  unfortunate  absurdity, 
this  would  have  been  one  of  the  most  excellent 
works  before  Adam  Smith. 

BASBQaA— FEURTiSm  A  — TTBTlTTgm  A^ 
OIJIAO,   ANTONIO    LOBO   DE. 

Memoria  sobre  os  pesos  e  medidas  de  Portugal, 
sua  ori^ne  atUiguidade^  deuominaigao  e  mudangcts 
ifc,    Lasbon,  1833. 

BAEHTDT,  DAVID  PAEISH. 

Industrial  Exchanges,  unth  a  consideration  of 
taxatunu    New  York,  1849. 

B  ABING,  ALEXANDEB.  Loan  Ashbtjrton, 
An  eminent  merchant,  second  son  of  Sir  Francis 
Baring,  (see  following  notice)  was  born  27 
October,  1774.  He  was  sent  to  America  and 
Canada,  and  managed  that  department  of  the 
business  of  the  great  house  of  Baling.  In  1798, 
he  married  the  daughter  of  WilKam  Bingham, 
Esq^  a  Senator  of  the  United  States.  In  1 810,  on 
the  death  of  his  father,  he  became  the  head  of  the 
house  of  Baring  Brothers.  He  was  elected  M.P., 
for  Taunton  in  1812,  and  for  Callington  in  1820, 
which  he  represented  till  it  was  disfranchised  by 
the  Beform  Act.  Up  to  this  time  he  had  belong- 
ed to  the  Whig  party,  but  he  opposed  the  Beform 
Bill,  and  then  joined  Sir  Bobert  Peel.  In  1834, 
that  minister  appointed  him  President  of  the 
Board  of  Trade,  and  Master  of  the  Mint,  and 
before  his  retirement  from  office  in  April  1835, 
created  him  a  peer.  Mr.  Baring  chose  the  title 
of  Lord  Ashburton,  his  aunt  having  married  the 
famous  John  Dunning,  who  was  created  Lord 
Ashburton  in  1782,  and  whose  son  died  without 


issue  in  1823.  The  relations  between  Great 
Britain  and  America  having  assumed  a  threaten- 
ing aspect  in  consequence  of  disputes  about  the 
unsettled  boundaiy  between  Maine  and  Nova 
Scotia,  Lord  Ashburton  was  sent  out  by  Sir 
Bobert  Peel  as  a  special  commissioner  to  settle 
the  matter,  which  he  succeeded  in  doing,  though 
it  is  unfortunately  true  that  he  was  over-reached 
by  the  American  commissioner,  who  wilfully 
suppressed  authorities  which  were  in  favor  of 
British  rights.  Although  Lord  Ashburton  was 
an  adherent  of  Sir  Bobert  Peel,  he  opposed  the 
Bank  Charter  Act  in  1844,  and  the  repeal  of  the 
corn  laws  in  1846.  He  was  a  great  patron  of 
the  arts,  and  a  Trustee  of  the  I^tional  Ckdlery 
and  British  Museum.  He  was  a  member  of 
most  of  the  Committees  on  Banking  in  the  House 
of  Commons  while  he  sat  in  it.   He  died  in  1848. 

The  causes  and  consequences  of  the  orders  in 
council  with  America,    London  1808. 

The  commercial  and  financial  crisis  considered. 
London  1847. 

This  pamphlet  was  written  to  shew  that  the 
Bank  Charter  Act  of  1844,  was  unsuitable  and 
productive  of  mischief  in  such  a  crisis  as  that  of 
1847. 

"•  It  is  singular  that  in  proportion  to  the  abstruse 
nature  and  inherent^  difficulties  of  a  subject,  men 
are  apt  to  be  positive  and  dogmatical  in  their 
theones,  .undaunted  by  adverse  experience,  and 
repeated  disappointments.  The  various  schemes 
for  regulating  the  action  of  Banks  have  been 
propounded  with  unhesitating  confidence,  and 
pronounced  to  be  unfailing  although  every  real 
trial  of  this  great  practical  problem  proves  that 
it  still  remains  to  be  solved,  and  even  the,  to  me, 
unintelligible  theories  of  the  Birmingham  school 
of  philosophers  are  still  maintained  with  per- 
severance by  persons  of  great  ability,  who  seem 
unconscious  that  beyond  the  circle  of  their  own 
town,  the  whole  world  is  against  them.  The  last 
notable  settlement  of  this  endless  controversy 
was  by  the  Bank  Charter  Bill  of  1844,  and  the 
great  leaders  on  both  sides  of  the  House  of 
Commons  are  resolved  to  defend  it,  in  spite  of 
the  unfortunate  fact  that,  on  the  first  occurrence 
of  what  is  called  a  crisis,  the  failure  is  apparent, 
in  the  evidence  of  a  state  of  embarrassment  never 
exceeded.  Mere  speculative  reasoners  defend 
their  theories  with  sufficient  obstinacy,  but  men 
who  are,  who  have  been,  or  who  expect  to  be, 
ministers  of  state,  cannot  so  easily  aftbrd  to  be  in 
the  wrong  or  to  confess  themselves  to  be  not 
infallible.  It  is  therefore  stoutly  maintained  in 
the  House  of  Commons  by  the  leaders  of  both 
parties,  and  their  numerous  partisans,  that  look 
about  as  you  may  for  the  cause  of  our  difficulty, 
the  last  Charter  of  the  Bank,  with  its  whimsical 
restrictions  and  provisions,  was  an  act  of  absolute 
wisdom.  ♦  ♦  ♦ 

"  Now,  ray  object  in  appearing  before  the  public 
is  to  endeavour  to  maintain,  with  as  few  words  as 
the  case  may  admit,  the  opinion  I  gave  when  the 
Charter  Act  was  before  the  House  of  Lords,  that 
the  expectations  entertained  of  this  infallible 
panacea  were  unfounded — ^that  it  would  only 
work  in  fair  weather,  when  restrictions  of  all 
sorts  are  inoperative  and  immaterial, — that  it 
could  not  fail  to  break  down  under  the  first 
difficulty,  and  that  it  is  in  fact  a  serious  aggrava- 
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tion,  if  not  indeed  the  actnal  cause  of  the  distress 
we  now  experience  I" 

He  then  allndes  to  the  crisis  of  1825,  which 
was  very  similar  to  that  of  1847,  and  ridicules 
the  division  of  the  Bank  into  two  departments. 
"  If  it  were  necessary  to  limit  their  circulating 
notes,  it  might  have  been  done  in  a  direct  and 
simple  form,  but  I  shall  endearour  to  shew  that 
any  rigid  limitation  by  law  of  a  positive  amount 
of  issue  of  paper  to  bearer,  having  the  character 
of  currency,  at  all  times  and  under  all  circum- 
stances, is  inconsistent  with  the  duties  and 
usefulness  of  a  bank.'*  He  then  states  the 
theory  of  the  iiramers  of  the  Act  of  1844,  and 
describes  the  crisis  of  1825.  In  that  crisis  the 
credit  of  the  Bank  was  good,  no  one  refused  its 
paper,  and  the  state  of  the  foreign  exchanges 
was  favourable,  so  as  to  render  it  impossible  to 
export  gold.  He  was  sent  for  by  the  ministry  to 
consult  with  them  and  the  governor  of  the  Bank, 
as  to  what  should  be  done  in  this  crisis.  They 
unanimously  agreed  that,  considering  tiie  state  of 
things  as  described,  an  increase  of  aceammodation 
woi  the  true  remedy^  which  was  accordingly  done, 
and  proved  quite  satisfactory.  **  It  is  hardly 
necessary  that  I  should  guard  myself  from  being 
supposed  to  maintain  that  an  increased  issue  of 
paper  is  an  invariable  remedy  against  a  drain  of 
specie,  but  what  I  do  maintain  is  that  it  was  the 
fit  remedy  for  that  particular  case,  and  that  it 
was  undeniably  proved  to  be  so  by  the  result, 
while  a  contrary  treatment  might  have  suited  a 
drain  caused  by  adverse  exchanges.  But  the 
Act  of  1844  says,  that  aJl  cases  of  £'ain  shall  be 
treated  in  the  same  manner ;  that  there  shall  be 
no  discretion  or  judgment  allowed  as  to  causes, 
and  my  reason  for  dwelling  so  long  on  the  case 
of  1825-6  is  to  substitute  for  speculative  reason- 
ing a  clear  proof  that  the  Act  of  1844,  not  only 
would  not  have  suited  that  case,  but  would  have 
aggravated  all  the  difficulties;  that  it  con- 
sequently is  not  of  universal  application,  and 
therefore  cannot  without  danger  be  suffered  to 

fovem  indiscriminately  our  circulation.  I  think 
might  stop  here,  and  hold  that  I  had  proved 
enough  by  positive  facts  and  results,  and  not  by 
mere  brain-spinning,  the  fallacies  upon  which 
this  Act  is  founded.  lU  machinery  does  not  suit 
the  case  of  pressure  on  the  Bank  from  domestic 
distrust  and  panic^  and  these  must  always  be  a 
large  and  formidable  portion  of  our  monetary  visi" 
taHons:' 

He  then  treats  of  the  word  "currency."  "If 
the  Birmingham  philosophers  are  puzzled  by  the 
question  so  often  put  to  them,  to  define  what  they 
mean  by  a  pound  sterling,  when  their  paper  is 
clothed  in  its  irredeemable  character,  sounder 
reasoners  appear  to  have  equally  failed  in  any  pre- 
cise definition  of  the  word  currency.  The  Act  of 
1844,  treats  it  simply  as  bank  notes  to  bearer, 
but  they  who  observed  critically  and  carefully  all 
the  varied  mazes  of  our  monied  transactions,  must 
recognize  an  almost  endless  variety  of  objects, 
acting  more  or  less  directly,  and  with  more  or 
less  celerity,  the  same  part — ^bills  of  exchange  at 
long  or  short  dates — exchequer  bills— India  and 
raih-oad  bonds — deposits  on  demand  with  the 
great  money  brokers — latterly,  post  office  orders 
for  small  sums  passing  firom  town  to  town,  of 
which  useful  description  of  quasi-currency,  the 
public  will  probably  be  surprised  to  learn  that 
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little  short  of  £6,000,000  were  circulated  last 
year.  But  above  all,  deposits  both  with  tiie  Bank 
of  England  and  private  bankers,  are  a  most 
essential  part  of  this  currency;  though  they  do 
not  appear  in  the  tangible  shape  of  piec^  of 
paper  passing  from  hand,  they  are,  in  fact,  the 
most  formidable  means  of  commanding  tiie 
treasures  of  the  Bank,  though  they  seem  to  be 
wholly  overlooked  by  our  exclusive  ^ardians 
of  the  currency.  The  theorist  sees  in  circulation 
nothing  but  the  bank  note,  but  the  practical  man 
engaged  in  large  operations  knows  how  many 
mUlions  pass  through  his  hands  without  his 
seeing  or  touching  a  bank  note,  and  how  many 
varied  securities  and  engagements  perform  the 
essential  duties  of  his  circulation.'* 

Lord  Ashburton  then  goes' on  to  shew  that  this 
Act  is  unsuitable  to  be  made  an  inflexible  rule  to 
govern  the  circulation  in  all  cases,  but  that  dif- 
ferent species  of  pressure  require  different  modes 
of  treatment.  An  opinion  which  is  further  con- 
firmed by  the  crisis  of  1857. 

BABINCty  SIB  FRANCIS.— An  eminent 
merchant  of  London,  bom  18th  April,  1740,  was 
the  third  son  of  John  Baring,  Esq.,  of  Larkbeer, 
Devonshire,  who  was  of  German  extraction.  He 
was  created  a  Baronet  in  1793,  and  died  in  1810. 
His  sister  Elizabeth,  married  the  famous  John 
Dunning,  the  first  Lord  Ashburton.  Sir  Francis 
was  one  of  the  witnesses  examined  before  the 
Bullion  Committee.  He  published  tiie  following 
pamphlets : — 

Observations  an  the  establishment  of  the  Bank 
of  England^  and  on  the  paper  circulation  of  the 
country.    London,  1797. 

This  pamphlet,  as  containing  the  opinions  of  an 
eminent  merchant  is  entitled  to  our  notice.  It 
moreover  contains  some  details  of  interest.  The 
panic  of  1793  began  with  the  banks  at  Newcastle, 
which  the  writer  attributes  to  their  issuing  notes, 
which  allowed  interest  to  commence  some  months 
after  date,  and  were  then  payable  on  demand. 
The  partners  were  wealthy,  but  their  faads  were 
invested,  and  when  the  run  came  they  had  no 
time  to  prepare  to  meet  it.  The  banks  in  the 
west  of  England,  on  the  contrary,  stood  their 
ground,  though  not  so  wealthy  as  those  of  the 
north,  because  they  issued  notes  payable  at 
twenty  days  after  sight,  with  interest  to  com- 
mence firom  the  date  of  the  note,  and  cease  at 
acceptance.  The  writer,  therefore,  wished  a  law 
to  pass,  to  prevent  country  banks  issuing  notes 
payable  on  demand.  Sir  F.  Baring  then  describes 
the  circumstances  of  the  panic  of  1793,  (Crisis, 
CoMMsaoiAjL),  and  the  policy  of  the  directors  of 
the  bank.  He  makes  some  observations  on  the 
course  the  directors  should  follow  in  a  crisis. 
"  For  the  present  purpose  it  may  be  sufficient  to 
confine  the  considerations,  as  to  the  cause  of  the 
demand  for  guineas  to  three  heads. 

"  First,  as  a  medium  of  remittance  to  foreign 
parts,  to  supply  the  want  of  bills  of  exchange. 

"  Second,  for  the  purpose  of  hoarding  in  the 
country,  from  a  want  of  confidence  in  the  govern- 
ment, and  in  the  circulating  paper. 

"Third,  to  enable  country  banks  to  discharge 
their  demands  whilst  confidence  in  the  govern- 
ment, and  in  the  Bank  of  England,  remained 
entire  and  perfect. 

"  The  fix^  is  the  most  dangerous,  as  being  the 
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most  injnrions  to  the  country;  every  measure 
ought  to  be  taken  to  palliate  or  prevent  it,  pro- 
hibition or  bankruptcy  excepted;  but  it  is 
inevitable,  if  we  shidl  continue  from  a  long  time 
to  have  more  to  pay  to  foreigners  than  we  receive 
firom  them,  or,  in  other  woras,  if  the  Balance  of 
Trade  is  against  us. 

**  The  second  is  the  only  drcumstance  which  can, 
in  any  measure,  justify  the  late  bankruptcy. 

**  The  third  ought  to  be  viewed,  not  with  perfect 
indifference,  but  with  a  disposition  on  the  part  of 
the  Bank  to  supply  almost  their  last  guinea ;  as 
they  cannot  be  sent  abroad  but  must  return  again 
to  their  own  coffers,  as  proved  to  be  the  case  in 
the  year  1793." 

It  was  notorious  at  the  time  that  large  quanti- 
ties of  gold  and  silver  were  received  from  France ; 
of  course  none  could  be  sent  thither. 

Sir.  F.  Baring  approved  on  the  whole  of  the 
Bank  restriction  Act,  seeing  the  constant  danger 
of  a  run  on  the  Bank  from  fears  of  invasion,  and 
he  was  also  of  opinion  that  bank  notes  should  have 
been  made  le^  tender  during  the  war.  **A 
change  even  from  good  to  better  ought  not  to  be 
made  until  there  is  almost  a  certainty  of  main- 
taining and  preserving  it  in  that  position,  for  a 
retrograde  motion  in  public  credit  is  productive 
of  consequences  which  are  incalculable.  With 
this  principle  in  view,  I  am  adverse  to  the  Bank 
reassuming  their  payments  generally  during  the 
war,  whilst  there  is  a  possibility  of  their  being 
obliged  to  suspend  them  agun."  He  thought  that 
such  a  course  would  promote  confidence  and 
increase  the  security  of  their  notes.  **  But  as  the 
directors  are  men,  and,  of  course,  fallible,  it  will 
be  dangerous  in  the  extreme  to  trust  them  with 
such  power,  without  some  efficient  check  and 
control.  They  may,  for  the  advantage  of  the 
proprietors,  increase  their  circulating  power 
without  bounds.  Or  they  may,  under  the  influ- 
ence of  the  minister,  enter  into  loans  or  engage- 
ments beyond  what  the  general  security  and 
safety  can  justify.  These  objects  can  only  be 
attained  by  limUing  the  amount  to  which  the 
company  shall  be  permitted  to  issue  their  notes ; 
and  which,  as  observed  before,  ought  not  much 
to  exceed  the  amount  of  what  is  at  present  in 
circulation.**  The  anthor*8  prognostications  were 
fully  verified  some  years  later  by  the  extravagant 
issues  of  the  Bank  of  England  and  country  banks, 
which,  in  1810,  at  length  caused  the  appointment 
of  the  Bullion  Committee. 

Further  observations  on  the  establishment  of  the 
Bank  of  England  and  on  the  paper  circulation  of 
the  cowUry.    London,  1797. 

BAENABD,  SIR  JOHN.— An  eminent  mer- 
chant of  London,  was  bom  at  Reading  in  1685. 
His  parents  were  Quakers,  but  he  joined  the 
Church  of  England  at  the  age  of  19.  He  enter- 
ed his  father's  counting-house  at  15,  who  was  a 
wine  merchant,  and  in  1721  he  was  deputed  by 
the  wine  merchants  to  oppose  before  Parliament, 
a  bill  which  they  considered  would  injuriously 
affect  their  interests.  The  reputation  which  he 
gained  on  this  occasion  procured  him  to  be  re- 
turned as  Member  for  the  city  in  the  following 
year,  which  he  represented  for  36  years.  He  was 
always  considered  a  high  financial  and  com- 
mercial authority  in  Parliament,  and  was  oppos- 
ed to  Sir  Bobert  Walpole.     He  was  knight- 


ed in  1732,  and  chosen  Lord  Mayor  in  1787. 
On  the  17th  September,  1745,  the  Chevalier 
captured  Edinburgh,  and  as  soon  as  the  news  of 
this  reached  London,  a  run  began  upon  the  Bank 
of  England,  and  its  notes  fell  to  a  discount  of 
10  per  cent.,  and  its  credit  seemed  to  be  in  danger 
of  being  destroyed.  In  this  emergency  Sir  John 
Barnard  called  a  meeting  of  the  merchants  at 
Grarraway*s  Coffee-house,  and  1600  signed  a 
paper  pledging  themselves  to  support  the  credit 
of  the  Bank,  which  produced  such  a  good  effect, 
that  the  notes  recovered  from  their  depreciation 
and  the  run  ceased.  The  merchiuts  erected  a 
statue  to  him  in  the  Royal  Exchange,  during  his 
life.  It  was  destroyed  by  the  fire  in  1838.  He 
retired  from  public  life  in  1758,  and  died  29th 
August,  1764. 

Reasons  for  the  representatives  of  the  people  of 
Oreat  Britain^  to  take  advantage  of  the  present 
rate  of  Interest  for  the  more  speedy  lessening  of 
the  national  debt,    London,  1707. 

A  defence  of  several  proposals  for  raising  of 
three  millions  for  the  service  of  Oovemment  for 
the  year  1746.    London,  1746. 

A  letter  to  a  Member  of  Parliament  occasioned 
by  the  refectifu^  qf  a  scheme  for  raising  three 
millions^  §fc,    London,  1746. 

Some  thoughts  on  ike  scarcity  of  silver  coin^ 
with  a  proposal  for  remedy  thereof  London, 
1756. 

BABBAVi  PIEB  BERNABD,— A  French 
economist,  bom  at  Toulouse  in  1767*  He  was 
appointed  to  a  place  in  the  War  Office  in  1793, 
but  having  married  a  rich  vrife,  he  soon  gave  it 
up.  Reflecting  on  the  number  of  well  establish* 
ed  fortunes  which  had  been  destroyed  by  unfore- 
seen disasters  he  was  led  to  consider  the  princi- 
ples of  assurance,  and  established  in  the  South 
of  France  the  first  Mutual  Assurance  Society. 
He  died  in  1843. 

Profet  (Tassurances  pour  hs  ricoltes  en  grain 
et  rtiM,  contre  les  ravages  de  la  grele,  TouJouse, 
1801. 

Prqjet  ^assurances  reciproques  pour  les  nunS" 
ons  contre  Vincendie.    Toulouse,  1803. 

Vensememencement  et  la  culture  rendus  plus 
eimpleSy  plus  Sconomiques^  et  plus  productifi^  au 
moyen  du  semoir  et  At  sarcloir^Barrau,  Paris, 
1833. 

Traiti  des  fl^aux  et  des  cae  fortuits;  ou 
Manuel  de  proprietaire  de  toutes  les  classes, 
Paris,  1816. 

BABBE,  OHABLES.— Advocate  at  Paris. 
Du  cridit  et  des  Banques  hypothecaires.    Paris, 
1849. 

BABEELLAS,  ESTEVAN. 

Semanario  curioso  historico^  ervdito^  commercialj 
pubhlico^  y  economico,    Barcelona,  1750. 

BAEEBME,  FRAN90IS,— A  French  arith- 
metician, born  at  Lyons  about  the  middle  of  the 
17th  century.  He  settled  at  Paris,  and  gave 
lectures  there.  Being  warmly  patronized  by 
Colbert,  his  lectures  became  very  fashionable, 
and  his  name  became  proverbial  in  France,  like 
that  of  Cocker  with  us.  He  died  at  Paris  in 
1703. 
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Camptes  faites  du  grand  commerce*  Paris 
1670.    Best  edition,  1708. 

L'Arithmitique^  ou  le  livre  facile  pour  apprendre 
rarithmStique  soi  meme,    Paris,  1677. 

Le  livre  necessaire  pour  tous  les  comptablet, 
Paris,  1694,  and  1704. 

LageomStrie  servant  a  Varpentage.  Paris,  1673. 

Le  grand  Banquier^  ou  le  livre  dee  momnayes 
Strangeres  reduites  en  monnaies  de  France.  Paris, 
1681,  1696,  and  1717. 

Le  cahier  curieux  de  Barreme^  arithmiticien. 
Quatre  TraiUe  sur  les  parties  doubles,  le  livre  des 
aides  et  domaines, 

BABBET,  PHINEAS. 
Tables  of  the  several  European  Exchanges, 
London,  1771. 

BABBOIS,  L.  THEOPHILE. 

Memoire  sur  cette  question;  quels  seraient  les 
meiUeurs  moyens  a  employer  pour  soulager  les 
souffrances  des  commergants^  et  des  proprietaires 
de  Paris^  etdela  France,    Paris,  1848. 

BABBT,  FBANCISCnS  DE. 

De  successionibus  testati  ac  intestati  opus. 
Leyden,  1617. 

BAB8AL0N,  GUSTATE. 

Etudes  sur  le  passS  et  sur  Vavenir  des  tra' 
vailleurs  industriels,    Agen,  1848. 

BABTH. 

Vorlesungen  uber  NaHorud'CEhonomie*  Augs- 
burg, 1833  and  1843. 

VorUeufigen  Uberfnanzwissenschaft  Angsbnrg, 
1843. 

BABTON,  JOHN. 

Observations  on  (he  circumstances  which  influ' 
ence  the  condition  of  the  labouring  classes  of 
society,    London,  1817. 

An  enquiry  into  the  causes  of  the  progressive 
depreciation  of  agricultural  labor  in  modem  times, 
London,  1820. 

An  enquiry  into  the  expediency  of  the  existing 
restrictions  on  the  importation  of  foreign  com, 
with  observations  on  the  present  social  ana  political 
prospects  of  Cheat  Britain.    London,  1833. 

BASTEBEOHEi  LEON.— A  Director  of  the 
banqne  of  France.  Born  at  Bayonne,  died  in 
1802. 

Essai  sur  les  monnaies.    Paris,  1801. 

BASTLATy  FBEDEBIC— Of  all  the  losses 
which  Political  Economy  has  ever  had  to  deplore, 
few,  if  any,  are  to  be  compared  to  that  of  Frederic 
Bastiat.  Other  great  economists  have  mn  their 
fill!  career,  and  have  probably  given  to  the  world 
all  that  could  be  expected  of  theuL  but  Bastiat 
was  cut  off  in  the  full  maturity  of  his  powers, 
after  a  brief  but  immortal  career  of  only  six  years, 
just  when  the  fruits  of  his  long  meditation,  com- 
bined with  such  clearness  of  perception,  power  of 
exposition,  vivacity  of  style,  keenness  of  irony, 
and  irresistible  wit,  as  had  never  before  been 
brought  to  bear  on  the  subject,  had  begun  to  deve- 
lope  themselves.  But  it  is  not  in  these  alone  that 
Bastiat's  merit  consists.  It  consists  in  this,  that  he 


was  one  of  the  great  founders  of  what  wie  call  the 
THiBD  iBBA  of  Political  Economy — ^the  school  of 
Aristotle,  Bailey,  Whately,  and  Chevalier. 

Bastiat  was  the  son  of  a  merchant  of  Bayonoe, 
and  was  bom  there  on  the  25th  of  June,  1801. 
He  was  left  an  orphan  at  the  age  of  nine,  and  the 
care  of  his  education  devolved  upon  his  grand- 
father, who  had  a  small  estate  at  Mngron,  in  the 
centre  of  the  department  of  the  Landes.  He  was 
sent  to  the  College  of  St.  Sever,  and  afterwards 
to  that  at  Sorreze,  and  brought  up  with  a  view  to 
enter  his  uncle's  house  of  business  at  Bayonne, 
which  he  did  in  his  nineteenth  year.  At  first  he 
thought  that  the  busmess  of  a  merchant  was 
purely  mechanical,  and  could  be  picked  up  in  a 
few  months.  But  he  was  very  soon  disabused, 
and  found  that  the  science  of  commerce  was  not 
mere  routine,  and  that  a  merchant,  besides  his 
goods  and  his  ledgers,  ought  to  study  the  laws  of 
Political  Economy. 

The  love  of  study,  however,  drew  him  away 
from  commerce.  Possessed  of  sufficient  means 
to  satisfy  his  modest  desires,  he  left  his  uncle*s 
counting-house  after  some  years,  and,  in  1825, 
on  his  grandfather's  death,  retired  to  his  property 
at  Mugron.  He  tried  agriculture,  but  did  not 
succeed.  He  studied  Adam  Smith,  J.  B.  Say, 
for  whom  at  that  time  he  had  a  great  admiration, 
Charles  Comte,  Dunoyer,  and  the  Basque,  or 
Escualdan  language.  He  also  studied  deeply 
English  and  Itolian  literature.  Durmg  the  fol* 
lowing  years  he  devoted  himself  to  philosophy 
and  religion.  His  excessively  retired  habits  at 
this  time  exercised  a  very  unfavorable  influence 
upon  his  health  and  spirits,  and  he  so  weakened 
his  mind  by  plunging  too  deeply  into  philosophi- 
cal and  religious  controversy  that,  for  some  time, 
he  was  in  danger  of  sinking  into  a  mere  devotee. 

But  he  was  at  length  happily  persuaded  to 
come  more  into  the  world,  from  which  he  found 
a  decided  benefit.  His  ideas  on  the  subject  of 
wealth  underwent  a  change.  Casting  off  the 
juvenile  folly  of  despising  money,  he  came  to  see 
that,  in  modem  times,  money  is  often  nothing 
but  the  fruit  of  honorable  industry,  and  the  re- 
ward of  benefits  conferred  upon  our  fellow  men, 
and  henceforth  he  came  to  have  a  more  rational 
view  of  it. 

Thus,  for  several  years  his  life  passed  away  In 
peaceM  meditation,  deep  study,  and  earnest  pre- 
paration for  the  brilliant  fruit  that  was  to  come. 
It  does  not  appear  that  he  thought  of  publishing 
anything  till  1829,  when  he  prepared  a  treatise 
on  the  Prohibitive  System,  but  it  never  saw  the 
light. 

Li  1831,  he  was  appointed  to  the  office  of  juge 
depaix  at  Mueron,  and  soon  after,  he  was  elected 
a  member  of  me  Conseil  Oineral  of  the  depart- 
ment, and  for  the  next  nine  years  he  followed 
the  same  uneventful  life.  In  1840,  he  went  to 
Madrid  to  assist  in  founding  an  Insurance  Com- 
pany, and  he  gives  an  amusing  account  of  the 
Spanish  character.  Having  some  family  business 
in  Lisbon,  he  went  on  there,  and  from  thence  to 
Southampton  by  the  English  steamer.  At  this 
time  he  had  no  knowledge  of  the  existence  of  the 
Anti-com-law  league.  He  returned  to  Paris  in 
January,  1841. 

Bastiat  had  written  a  few  minor  articles,  shew- 
ing great  ability,  and  containing  many  of  the 
ideas  he  afterwards  developed  with  such  sor- 
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passing  brilliancy,  which  appeared  in  the  provin- 
cial joomals.  He  also  addressed  some  memoirs 
to  the  Scientific  Society  of  the  Landes,  npon  the 
state  of  the  vine  cnltivation,  and  the  local  taxa- 
tion ;  but  these,  of  course,  did  not  attract  much 
general  attention.  It  was  in  July,  1844,  that  he 
sent  his  first  article  to  the  Journal  dea  Uconomistes, 
which  first  announced  to  the  world  that  a  great 
economical  writer  had  arisen. 

This  article  upon  the  influence  of  the  English 
and  French  tarif»  upon  the  future  of  the  nations, 
coming  from  an  unknown  name,  in  the  depths  of 
a  remote  province,  at  first  attracted  no  attention, 
and  seems  to  have  been  destined  for  the  editor*s 
waste-paper  basket,  when  it  happened  to  attract 
the  notice  of  M.  Dussard,  who  immediately  saw 
its  merits.  It  was  inserted  in  the  number  for 
October,  1844,  and  created  an  immense  sensation, 
and  further  contributions  were  eagerly  requested. 
He  then  contributed  to  its  columns  a  series  of 
articles  exposing  the  fallacies  of  the  protectionist 
system,  which  were  afterwards  reprinted,  and 
form  part  of  his  Sophismes  Economiques, 

The  Anti-corn-law  league  had  been  for  several 
years  carrying  on  a  vigorous  crusade  against  the 
com  laws,  but  so  little  were  the  people  of  either 
country  then  acquainted  with  each  other*s  pro- 
ceedings, that  its  existence  was  almost  unknown 
in  France.  Bastiat  by  accident  subscribed  to 
the  Globe  newspaper,  and  thus  discovered  its 
existence,  and  watched  its  career  with  the 
strongest  interest,  and  soon  conceived  the  idea 
of  forming  a  similar  one  in  France.  He  entered 
into  correspondence  with  the  chiefs  of  the  league, 
who  sent  him  papers  connect  with  it.  Bastiat 
then  commenced  to  write  in  the  Bayonne  and 
Bordeaux  papers,  to  try  to  draw  public  attention 
to  it.  He  then  tried  to  organize  an  association 
at  Bordeaux  for  the  freedom  of  trade,  but  this 
failed  at  the  time,  chiefiy  from  want  of  funds. 
He  then  thought  of  a  daily  paper  in  Paris,  but 
the  same  obstacle  prevented  its  establishment. 
An  opportunity  opened  to  him  of  being  elected  a 
deputy,  but  for  the  time  he  declined. 

Seeing  the  imposidbility  of  organizing  a  French 
free  trade  league  at  that  time,  he  thought  that 
the  next  best  thing  to  do,  was  to  translate  and 
set  before  the  pubUc  of  France  the  history  and 
proceedings  of  the  En^Ush  league.  He  com- 
pleted a  volume  containmg  a  brief  history  of  the 
League,  with  translations  of  the  principal 
speeches  of  the  leaders,  by  April,  1845,  and 
entitled  it,  Cobden  et  la  Ligue^  ou  ragitation 
AjutlaUe  pour  la  liberti  des  Schanges. 

The  puDlication  of  this  work  which  had  been 
undertaken  by  Messrs.  Guillaumin  &  Co.,  brought 
him  to  Paris  in  May,  1845,  when  he  was  received 
with  the  greatest  cordiality  by  the  leading 
economists  of  the  capital.  His  brilliant  articles 
— the  jSbp Ai«m««~  attracted  great  admiration, 
and  soon  produced  a  perceptible  effect  in  the 
provinces,  and  on  the  circulation  of  the  Journal. 
*  In  June,  1845,  he  determined  to  go  to 
England,  and  make  the  personal  acquaintance  of 
the  chief  Members  of  the  League.  At  this  time 
his  reputation  had  increased  so  much  that  he 
was  offered  the  editorship  of  the  Journal.  This 
position  would  have  given  him  enormous  advan- 
tages, but  it  would  ^ve  required  him  to  leave 
his  country  seat  and  his  friends,  which  at  that 
time  he  was  not  prepared  to  do.    In  July,  1845, 


he  came  to  London,  with  his  book,  and  visited 
Manchester. 

He  returned  to  Mugron  in  October.  By  this 
time  the  French  press  found  themselves  at  last 
obliged  to  notice  Bastiat's  book  on  the  League. 
It  made  a  great  sensation  both  in  Paris,  and  the 
Provinces,  especially  in  the  South.  A  numerous 
party  wished  to  place  Bastiat  in  the  Chamber  of 
Deputies,  but  he  still  continued  to  prefer  a 
private  position,  as  it  was  too  early  to  form  a 
party.  Bastiat  says  that  at  this  time  there  was 
not  a  single  Member  of  either  Chamber  who 
dared  to  avow  free  trade  opinions,  or  who  under- 
stood their  bearing,  or  who  could  support  them 
against  the  sophisms  of  monopoly.  And  this  too 
in  the  country  where  J.  B.  Say  and  others  had 
lectured  with  great  success,  and  popularity! 
We  can,  therefore,  well  appreciate  the  necessity 
of  such  a  blaze  of  light,  as  his  Sophismes  Econo^ 
miques^  in  the  midst  of  such  Cimmerian  darkness. 
But  the  French  mind  was  now  really  awakened 
on  the  subject,  and  in  February,  1846,  a  move- 
ment was  orflnnized  at  Bordeaux.  On  the  23rd, 
M.  Dufour-Dubergie,  the  Mayor,  was  elected 
President  of  the  Bordeaux  Free  Trade  Association. 

Bastiafs  book  had  extraordinary  success  at 
Bordeaux,  where  it  soon  created  a  veritable 
enthusiasm,  and  it  became  quite  the  fashion  to 
join  the  league.  The  success  of  the  movement 
was  so  great  as  to  alarm  Bastiat,  who  wished  to 
restrict  it  to  persons  who  were  really  convinced, 
as  he  foresaw  that  when  the  time  came  for  it  to 
take  action,  and  present  a  petition  to  the  cham- 
bers, their  differences  of  opinion  would  break 
out.  The  greatest  enthusiasm  spread  through 
France,  and  Bastiat  saw  that  it  would  be  best  to 
transfer  the  seat  of  the  movement  to  Paris,  as  the 
Parisian  press  had  ten  times  the  influence  of  the 
Provincial.  He  now  removed  to  Paris,  and  in  a 
short  time  the  Sociiti  des  Economistes  was  organ- 
ized, with  the  Due  d'Harcourt  as  President,  and 
joined  by  all  the  leading  economists.  Numbers 
of  peers,  deputies^  and  merchants  hastened  to 
subscribe  to  the  new  Society.  Marseilles,  Lyons, 
Havre,  and  Nantes  followed  the  example.  Five 
papers  at  Paris,  three  at  Bordeaux,  two  at 
Marseilles,  one  at  Havre,  and  two  at  Bayonne, 
adopted  tiie  cause.  The  SocieU  des  Economistes 
started  a  paper  called  the  Libre  Echange^  of 
which  Bastiat  was  appointed  Editor.  But,  not- 
withstanding this  enthusiasm  on  the  surface,  the 
real  progress  of  the  association  was  slow  and 
disheartening.  Bastiat  complains  that  he  could 
not  find  two  men  who  were  real  economists. 
The  authorization  necessary  to  constitute  a  so- 
ciety was  delayed  by  government,  and  the  French 
people  were  so  unaccustomed  to  meetings,  asso- 
ciations, subscriptions,  and  common  action,  that 
Bastiat  almost  gave  it  up  in  despair,  and  thought 
of  returning  to  Mugron,  and  confining  himself  to 
writing  in  the  papers.  Moreover,  the  progress 
that  his  views  were  making  in  public  opinion, 
aroused  the  alarm  of  the  Protectionist  party,  and 
it  was  generally  believed  that  the  spread  of  free 
trade  opinions  was  some  deep  Machiavellian  plot 
of  Perfide  Albion  to  ruin  France,  and  it  was  said 
that  Bastiat  and  his  friends  were  sold  to  the 
League. 

The  triumphant  success  of  free  trade  princi- 
ples by  the  repeal  of  the  com  laws  in  1846,  gave 
the  corresponding  move  in  Franco,  an  additional 
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stlmtiliis.  The  protectionists  also,  now  thoroughly 
alarmed,  formed  counter-associations,  and  threat- 
ened the  goyemment,  and  tried  to  aronse  the 
working  classes.  Bastiat  and  his  friends  were 
denounced  as  the  agents  of  Pitt  and  Cobnrg,  those 
terrible  bugbears  of  French  imagination,  and  so 
great  was  the  public  fury,  that  his  name  could 
not  be  mentioned  in  his  own  village  of  Mugron. 

The  government  was  somewhat  alarmed  at  first 
at  the  movement,  which  resembled  in  many  res- 
pects the  public  ferment  before  1789,  but  they 
soon  saw  that  the  free  traders  would  form  a 
counterpoise  to  the  protectionist  party,  and  M. 
Dnchatel,  the  Minister  of  the  Interior,  privately 
encouraged  one  of  the  members  of  the  Bordeaux 
association,  saying,  9oyez  fortes^  et  nous  votu 
sauHendrans,  The  protectionists  unceasingly 
denounc^  them  as  emissaries  of  perfide  Albion^ 
an  imputation  which  almost  overwhelmed  them. 
Bastiat  testifies  to  the  profound  hatred  of  £ngland 
rooted  in  the  minds  of  the  French. 

In  1847  Bastiat  writes  that,  after  all,  the  great- 
est danger  and  obstacle  he  had  to  encounter  was 
Socialism,  which  had  come  to  the  aid  of  IVotec- 
tion,  and  had  adopted  all  its  fallacies.  The 
principal  danger  was  that  the  Socialists  had  at- 
tracted a  very  considerable  portion  of  the  rising 
talent  of  the  country  by  their  specious  ikllacies ; 
by  loudly  proclaiming  the  undoubted  evils  and 
misery  which  existed,  and  maintaining  that  their 
system  provided  a  remedy  for  them.  Thus 
enlisting  the  best  feelings  of  humanity  on  their 
side,  and  exciting  the  imagination  of  youth  by 
visionary  dreams  of  a  social  paradise,  where  some 
new  grand  organization  of  Society  was  to  be 
effect^. 

Bastiat  saw  that  the  chief  danger  to  his  system 
lay  with  the  youth  of  the  country,  and  that  the 
best  chance  of  success  was  in  enlisting  them  on 
his  side.  He  determined,  therefore,  to  address  a 
course  of  lectures  to  the  pupils  of  the  schools  of 
Justice  and  Medicine.  They  heard  him  with 
respect  and  temper,  but  without  altogether  com- 
prehending him.  He  gave  each  of  them  a  copy 
of  his  Sophitmes,  and  then  planned  out  his  Har- 
moniei  £c<momiquB8^  the  former  being  the  des" 
trudive  or  negative  side,  and  the  latter  the  can-' 
ttrucHve  or  j^sUive  side  of  his  system. 

Bastiat  says  that  his  diflculty  was  that  the 
democracy  of  France  was  protectionist  to  the 
core,  and  filled  with  hatred  of  England,  and,  of 
course,  doubly  prejudiced  against  any  doctrines 
that  came  from  that  quarter. 

Towards  tiie  end  of  1847,  Bastiat  spoke  at 
several  of  the  provincial  towns,  and  was  received 
with  much  favor. 

In  the  beginning  of  1848,  the  enthusiasm 
created  on  the  subject  of  free  trade  had  begun  to 
wane.  The  increased  political  struggles  dis- 
tracted the  attention  of  the  public  from  this 
matter,  and  Bastiat*s  health,  which  had  always 
beai  f^ble,  compelled  him  to  resign  the  editor- 
ship of  the  Libre  JEchange. 

The  events  of  February,  1848,  brought  new 
enemies  into  the  field.  For  ten  years  socialist 
doctrines  had  been  spreading  widely  through  the 
working  classes,  who  were  firmly  convinced  that 
the  State  was  boxmd  to  find  food,  work,  and  edu- 
cation for  every  one.  The  Provisional  Govern- 
ment adopted  this  doctrine.  Bastiat  felt  himself 
called  upon  to  combat  it,  and  resolved  to  seek 


election  to  the  National  Assembly.  AU  liie 
people  in  the  provinces  of  France  were  to  be 
sacrificed  to  the  populace  of  Paris,  for  while  all 
France  was  to  be  taxed  to  support  them,  no  one 
thought  of  supporting  the  farmers,  the  laborers, 
and  the  artisans  of  the  provinces. 

Feeble  and  suffering  aa  he  was,  and  compelled 
as  he  had  been  to  resign  the  editorship  of  the  Libre 
Echange^  when  this  new  danger  menaced  the 
State,  Bastiat  felt  himself  called  upon  to  face  it, 
and  besides  the  duties  of  a  member  of  the 
Assembly,  he  assumed  the  editorship  of  the 
Eepublique  Fran^aise^  and  combated  the  socialists 
in  the  Journal  des  JEconomistes,  and  in  a  number 
of  little  pamphlets,  which  became  very  popular, 
and  are  mentioned  below. 

Bastiat  was  not  endowed  by  nature  with  the 
gifts  of  an  orator,  and  hence  he  was  not  able  to 
make  much  impression  on  the  Assembly  from  the 
tribune.  But  he  was  appointed  to  the  Committee 
of  Finance,  and  elected  Vice-President  of  it.  He 
endeavoured  to  devise  a  general  scheme  of  taxa- 
tion to  mitigate  the  excessive  weight  with  which 
it  fell  on  articles  consumed  by  the  labormg 
classes,  but  it  was  too  daring,  vast,  and  compre- 
hensive, to  suit  the  capacity  of  such  a  promis- 
cuous mob  as  the  Legislative  Assembly. 

Up  to  this  time  tiiie  works  which  Bastiat  had 
published  were  chiefly  polemical,  and  though,  of 
course,  they  were  full  of  the  most  profound  truths, 
and  inimitable  In  their  line,  no  controversial 
works  can  be  expected  to  survive  the  errors  they 
expose. 

Bastiat  had  long  been  meditating  a  con^rwstioe 
work,  to  shew  the  connection  between  the  moral 
sciences  and  Political  Economy,  which  he  pro- 
posed to  call  Harmonies  Sociales,  He  hoped  by 
this  to  enlist  on  the  side  of  Political  Economy 
the  rising  talent  which  was  inclined  to  join  the 
socialist  ranks.  In  the  autumn  of  1848,  this 
desire  grew  stronger  than  ever.  The  last  contro- 
versial work  he  put  forth  was  a  series  of  letters, 
in  which  he  combated  the  socialist  doctrine  of  the 
abolition  of  Interest.  At  the  beginning  of  18^0, 
the  first  volume  of  his  Harmomes  JEcanomiques^ 
which  he  considered  as  the  crowning  work  of  his 
life,  was  published.  But  the  fearful  exertions  of 
the  two  preceding  years  had  told  with  fatal  effect 
upon  his  sickly  l^y,  and  he  felt  an  Internal  con- 
sciousness that  the  end  of  his  race  was  approach- 
ing. All  he  ventured  to  hope  for  now  was  a 
single  year  of  life  to  finish  the  second  volume  of 
his  Harmonies.  But  his  darling  wish  was  not 
destined  to  be  accomplished. 

During  the  summer  of  1850,  the  enormous 
labor  he  imposed  upon  himself  ^eatly  increased 
his  malady,  which  now  fixed  Itself  on  his  throat, 
and  he  completely  lost  his  voice.  His  physicians 
enjoined  on  him  pei^ect  rest  and  silence,  and 
ordered  him  to  spend  the  winter  at  Pisa. 

The  illustrious  Invalid  reached  Pisa  in  Sep- 
tember, 1850,  and  soon  proceeded  on  to  Florence, 
and  Rome.  But  It  was  too  late.  He  himself 
felt  that  bis  race  was  run.  His  friend,  M. 
PiJUottet,  arrived  at  Rome  to  cheer  the  last 
moments  of  the  dying  philosopher,  and  he  has 

Published  an  affecting  narrative  of  the  last  few 
ays  of  hb  life.    Bastiat  died  on  the  24th  De- 
cember, 1850. 

Bastiat's  separate  works  have  been  collected  in 
six  volumes,  and  published  In  two  forms,  Svo.^ 
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and  12mo.  They  are  not  quite  arranged  in 
chronological  order.  We  shall  notice  them  as 
they  appear  in  this  edition,  stating  also  the  form 
and  manner  in  which  they  were  originally  pub- 
lished, and  giving  some  of  the  most  remarkable 
extracts  from  them.  Vol.  I.  contains  some  of 
his  correspondence,  as  well  as 

Aux  electeurs  du  departement  des  Landes,  18S0. 

mjiexums  sur  Us  pStiHans  de  Bordeaux^  de 
Hamrcy  ei  Lyon^  eoncernant  Us  Dovanes.     1834. 

LeJUc  et  la  vigne,     1841. 

Memaire  presenii  a  la  SocieU  dAgrumUure^ 
Commerce^  Arts^  et  Sciences,  du  departement  des 
LandeSy  sur  la  question  vinicole.     1843. 

De  la  repartition  de  la  contribution  financih'e^ 
dans  U  departement  des  Landes.    1844. 

These  writings  addressed  to  the  provincial 
papers,  and  composed  before  his  appearance 
before  the  public  of  the  capital,  contain  many 
of  the  opinions  and  conceptions  which  Bastiat 
afterwards  developed  with  such  brilliaucy  in  his 
subsequent  writings. 

De  Vinfluence  des  Tarifs  Frangais  et  Anglais 
SMr  Vaoenir  des  deux  peupUs,  In  the  Journal  des 
JEconomistes.    October,  1844. 

This  was  the  article  which  created  such  a  sen- 
sation on  its  appearance,  and  established 
Bastiat*s  reputation  in  the  capital.  It  is  a  mas- 
terly exposition  of  the  progress  of  Free  Trade  in 
England,  and  of  the  errors  of  the  prohibitive 
system,  which  was  daily  becoming  more  rigorous 
in  France. 

De  Vavenir  du  commerce  des  nine  entre  la 
France  et  la  grande  Bretagne,  In  the  Joiwmcl  des 
Mconomistes.    August,  1845. 

An  appeal  in  favor  of  the  reduction  of  the 
enormous  duties  on  French  wines  in  England. 

IJne  des  questions  soumises  aux  conseiU  ghUraux 
de  Vagriculture^  des  manufactures^  et  du  commerce. 
In  the  Journal  des  Bconomistes.  December,  1845. 

In  1845,  M.  Cunin  Gridaine,  minister  of  com- 
merce, addressed  some  questions  to  the  conseils 
^Sneraux  on  certain  proposed  modifications  of  the 
law.  One  of  them  refered  to  the  importation  of 
iron.  This  paper  of  Bastiat*s  was  written  upon 
this  subject. 

Un  Sconomiste  a  M.  De  Lamartine^  V  occasion 
de  son  Scrit  intituU,  Du  droit  au  travail.  In  the 
Journal  des  Economistes.    February,  1845. 

An  earnest  remonstrance  to  the  brilliant 
romancer,  against  the  socialist  doctrines  which 
he  had  adopted. 

Sur  Vouorage  de  If.  Dunoyer  de  la  liberty  du 
travail    1845. 

Sur  nioge  de  M,  CharUs  ComUpar  M,  Mignet^ 
m  the  Libre  Echange,    July,  1847. 

De  la  repartition  des  richesses,  par  M.  Vidal. 
In  the  Journal  des  Economistes,    June,  1 846. 

Seconds  Uttre  a  M,  De  Zamartine,  In  the 
Journal  des  EconomisUs.    October,  1846. 

A  MM,  Us  iUcteurs  de  Varrondissement  de 
Saint  Sever.    1846. 

De  la  riforme  parUmentaire.     1846. 

Vol.  n.  Le  Libre  Echange. 

This  volume  is  composed  almost  entirely  of 
extracts  from  the  paper  Le  Libre  Echange 
which  Bastiat  edited  for  the  Sociiie  des  Econo- 
mietes,  and  of  speeches  delivered  in  Paris  and  the 
provinces  during  1846,  1847,  1848.  As  these 
articles  contain  the  doctrines  of  his  subsequent 
writings,  we  shall  defer  a  notice  of  their  salient 


points   until  we  come  to  his  more  elaborate 
one. 

Vol.  ni.  Cobden  et  la  Ligue,  ou  VagitatUm 
Anglaise  pour  la  liberti  des  echanges. 

This  volume  consists  of  translations  of  the 
speeches  of  the  principal  Members  of  the  Anti- 
Com-Law  league,  with  extracts  from  the  news- 
papers detailing  the  proceedings  of  the  League 
m  different  towns.  Bastiat  failing  at  first  to 
organize  a  similar  free  trade  league  in  France, 
undertook  this  work  to  popularize  the  doings  of 
the  English  league  in  France.  It  had  great  suc- 
cess, and  was  the  first  thing  that  made  the  general 
French  public  acquainted  with  the  existence  of 
the  leaffue.  It  is  preceded  by  an  introduction 
explaimng  the  nature  of  the  contest.  This  in- 
troduction is  by  far  the  weakest  and  most  in- 
effective of  Bastiat*s  writinjis,  in  our  opinion. 
It  would  be  easy  to  shew,  if  it  were  worth  whUe, 
that  it  contains  a  considerable  amount  of  unfair 
arffument,  but  as  it  does  not  involve  economical 
prmciples,  we  must  pass  it  over,  with  a  simple 
protest. 

It  is  upon  the  last  three  volumes  of  this 
collection  that  Bastiat*s  reputation  with  posterity 
will  rest. 

Vol.  nr.  contains . 

Sophismes  Econonuqties,  When  Bastiat  began 
to  write,  France  was  entirely  imbued  with  Pro- 
tectionist ideas.  Beyond  the  waUs  of  the  Institute, 
there  was  scarcely  a  single  person  who  either 
knew,  or  cared  anything  about  Political  Economy, 
or  had  any  real  knowledge  of  the  doctrines  of 
Free  Trade.  Bastiat  thought  that  the  best  way 
of  making  an  impression  on  the  public  mind, 
was  to  m&e  a  series  of  attacks  on  the  principal 
fiiUacies  of  protection,  so  as  to  popularize  the 
subject,  and  induce  people  to  exandnethe  subject 
point  by  point.  This  he  did  in  a  series  of  brilliant 
articles  published  chiefly  in  the  Journal  des  Econc- 
mistes,  and  the  Libre  Echange,  These  articles 
were  collected  and  published  in  two  series,  the 
first  in  1845,  and  the  second  in  1848.  His  pre- 
mature death  prevented  the  publication  of  a  third 
series,  for  which  materials  were  collected.  We 
shall  shortly  indicate  the  subjects  of  the  principal 
essays. 

First  Series,  i.  Abondanee,  Disette,  This 
shews  that  the  natural  result  of  the  Protectionist 
theory  is  to  produce  a  scarcity  of  everything. 
If  man  lived  by  himself,  and  worked  for  himself, 
and  did  not  exchange,  the  scarcity  theory  would 
never  have  been  heard  of.  He  would  then  have 
perfectly  seen  that  abundance  was  the  best  for 
him,  whetlier  it  resulted  from  his  own  labor, 
from  ingenious  tools,  or  machinery,  or  from  the 
fertility  of  the  earth,  or  from  some  mysterious  in- 
vasion which  the  waves  might  bring  nrom  abroad. 
Such  a  man,  if  he  lived  alone,  would  never 
think  of  destroying  the  instruments,  which  saved 
his  toil,  or  of  diminishing  the  fertility  of  the 
earth,  in  order  to  secure  reward  for  his  labor. 
He  would  clearly  understand  that  labor  is  not  an 
end  but  a  means,  and  that  a  saving  of  labor  was 
progress.  But  the  notion  of  exchange  obscures 
so  plain  a  truth.  Exchange  creates  two  opposite 
interests  in  regard  to  each  object — ^that  of  the 
Producer,  and  that  of  the  Consumer,  and  each  of 
them  is  apt  to  consider  his  own  labor  as  an  end, 
and  not  as  a  means.  Each  producer  naturally 
wishes  his  own  production  to  be  as  dear  and 
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scarce,  and  the  price  to  be  as  high  as  possible. 
Thus  producers  are  always  interested  against  the 
general  well  being,  and  if  their  wishes  could  be 
gratified,  the  world  would  rapidly  retrograde  to 
barbarism.  The  sail  would  proscribe  steam,  the 
oar  would  proscribe  the  sail,  the  oar  in  time 
would  yield  to  carriage  transport,  and  that  to 
the  mule,  and  that  lastly  to  the  pack,  and  so  on 
of  other  products:  On  the  contrary,  the  interest 
of  the  consumer  is  always  to  have  abundance  and 
cheapness,  and  consequently  it  is  most  in  har- 
mony with  the  general  well  being,  which  is 
manifestly  more  promoted  by  there  being  more 
of  everything,  more  com,  more  cattle,  more  cloth, 
more  iron,  more  coal,  more  sugar,  &c.  than  less  of 
.eyerything.  The  theory  of  abundance  therefore 
is  the  consumer's  interest. 

n.  Obstacle,  cause.  This  follows  up  some  of 
the  ideas  started  in  the  preceding  essay.  Man 
in  his  natural  state  possesses  nothing.  Between 
this  and  the  attainment  of  his  desires,  obstacles 
intervene,  which  it  is  the  object  of  labor  to  sur- 
mount. It  is  clear,  however,  that  he  would  be 
better  off,  if  those  obstacles  did  not  exist.  In  a 
state  of  isolation,  each  must  overcome  these 
obstacles  for  himself,  and  it  is  clear  the  less  these 
obstacles  exist  the  better  for  him.  In  a  state  of 
society  he  does  not  attack  all  these  obstacles  by 
himself  but  others  do  it  for  him,  and  he  in  return 
surmounts  some  of  the  obstacles  which  others  are 
surrounded  with. 

It  is  quite  clear,  however,  that  for  society  in 
the  mass,  it  is  better  as  these  obstacles  are  fewer 
and  feebler. 

But  in  modem  society,  from  the  division  of 
labor,  each  one  is  occupied  in  combatting  one 
species  of  obstacle,  for  the  benefit  of  himself  and 
lus  neighbours. 

Each  one,  therefore,  individually  sees  the 
immediate  cause  of  his  wealth  in  the  obstacle 
which  it  is  his  profession  to  combat  for  society. 
The  stronger  and  more  powerfully  it  is  felt,  and 
the  higher  his  neighbours  will  reward  him  for 
combating  it,  the  more  wealthy  he  becomes,  and 
this  happens  to  each  producer  in  turn.  £ach 
profession,  therefore,  has  a  direct  interest  in  the 
continuation  and  increase  of  the  obstacle,  which 
it  is  their  special  province  to  overcome. 

Thus  theorists,  who  found  a  system  on  the 
sentiments  of  individuals,  say  that  a  want  is 
wealth,  that  labor  is  wealth,  an  obstacle  to  well- 
being  is  wellbeing,  and  that  to  multiply  obstacles 
is  the  way  to  support  industry,  and  increase 
national  wealth.  Thus,  in  process  of  time,  the 
gross  fallacy  springs  up  that  human  labor  is  not  a 
means,  but  an  end.  This,  however,  is  an  egre- 
gious fallacy.  If  one  obstacle  is  overcome,  there 
are  always  others  to  vanquish,  and  thus,  if  labor 
is  saved,  two  obstacles  may  be  overcome  with  the 
same  amount  of  labor  that  one  was  before. 

in.  Effort,  risuUat.  The  doctrine  of  obsta- 
cles is  further  considered  and  pursued  to  its 
absurd  consequences.  Between  our  desires  and 
their  gratification,  obstacles  are  interposed,  which 
we  must^  overcome  by  the  exercise  of  our  facul- 
ties, and  in  a  general  way  industry  may  be  said 
to  be  an  effort  followed  by  a  result.  But  how  is 
our  wealth  to  be  measured  ?  By  the  result  of  the 
effort,  or  by  the  effort  itself?  A  relation  exists 
between  the  effort  and  the  result.  Does  progress 
consist  in  the  increase  of  the  first,  or  the  second 


term  of  this  ratio  ?  In  Political  Economy,  these 
two  doctrines  divide  the  domain  of  opinion. 

According  to  the  first  system,  wealth  is  the 
result  of  labor,  and  it  increases  according  as  the 
result  is  greater  than  the  effort.  Its  perfection, 
whose  type  is  the  work  of  Providence,  consists  in 
an  infinite  distance  between  the  two  terms,  viz., 
effort  nothing,  result  infinite. 

The  second  regards  the  effort  itself  as  that 
which  constitutes  and  measures  wealth.  To 
advance  is  to  increase  the  relation  of  labor  to  the 
result.  Its  extreme  is  found  in  the  eternal  and 
sterile  labor  of  Sisyphus. 

The  first  naturally  encourages  everything  which 
diminishes  labor,  and  augments  produce,  such  as 
powerful  machinery  to  aid  the  force  of  man,  trade, 
experience,  competition. 

The  second  supports  everything  that  tends  to 
increase  labor,  and  diminish  produce,  privil^^ 
monopolies,  restrictions,  prevention  of  machi- 
nery, &c. 

The  universal  practice  of  man  always  follows 
the  first  system.  There  is  no  laborer  of  any  sort, 
either  agriculturist,  manufacturer,  merchant,  ar- 
tisan, soldier,  writer,  or  man  of  science,  who  does 
not  devote  all  his  efforts  to  produce  quicker,  and 
more  economically. 

The  contrary  doctrine  is  that  of  theorists,  de- 
puties, journalists,  statesmen,  ministers,  never- 
theless these  individually  act  upon  the  same 
principles  that  every  one  else  does,  to  attain  the 
greatest  amount  of  result  with  the  least  labor. 
He  then  points  out  amusingly  the  contrary  course 
of  the  theory  and  the  practice  of  the  most  ardent 
Protectionists. 

lY.  Egaliser  les  conditions  de  production.  In 
this  he  examines  and  refntes  the  Protectionist 
doctrine  that  the  native  producers  should  be  put  on 
an  equality  with  the  foreign  producer,  by  protec- 
tive duties  equal  to  the  difference  of  the  expense 
of  production. 

V.  Nosproduits  sont  greves  de  taxes.  This  is 
a  continuation  of  the  argument  of  the  preceding 
essay  applied  to  taxes. 

VI.  Jialance  de  commerce.  This  is  upon  the 
oft-refuted  fallacy  of  the  Balance  of  Trade. 

YU.  Petition  des  fabricttnJU  de  chandellesy 
bougies,  lampes,  chandeliers,  reverberes,  moucheUes^ 
ite^noirs,  et  des  producteurs  de  swi/,  huile,  rSsine, 
alcool,  et  gen^ralement  de  taut  ce  qui  coneeme 
rSclairage,  a  MM.  les  membres  de  la  Chnmbre 
des  DSpiUis.  Bastiat  had  well  hit  the  fallacy 
which  IS  at  the  root  of  so  much  iklse  opinion  in 
Political  Economy,  that  labour  is  wealth,  and  that 
to  create  labor  is  to  add  to  wealth.  This  essay 
is  an  amusing  satire  upon  that  doctrine,  and  is  a 
petition  of  all  persons  concerned  in  the  manufac- 
ture of  artificial  light  to  the  chamber  of  deputies, 
against  their  natural  enemy  the  sun,  which  inun- 
dated the  country  with  a  rival  product  to  their 
own, — flight  at  a  fabulously  low  price,  and  when- 
ever it  shewed  itself  it  extinguished  a  great  branch 
of  national  industry.  To  promote  national  in- 
dustry they  petition  that  every  one  should  be  pro- 
hibited from  using  sunlight. 

Vni.  Droits  differentials,  A  burlesque  on 
differential  duties. 

IX.  Immense  dSeouverie  HI  Shews  the  absur- 
dity of  facilitating  the  means  of  transport, 
and  neutralizing  its  effects  by  heavy  custom 
duties. 
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X.  Piciproeifi,  Shews  the  error  of  the  reci- 
procity theory. 

XI.  Prix  absoltu.  This  shews  the  error  of 
supposing  that  national  prosperity  or  wealth,  de- 
pends upon  the  absolute  price  of  things,  and  shews 
the  opposite  results  to  which  protection  and  free 
trade  tend. 

XII.  La  protection  SlSve't-elle  le  taux  des 
talaires  f    Decides  in  the  negative. 

XIII.  Theories  Pratique,  This  throws  back 
on  the  Protectionists  the  sneer  which  they  habi- 
tnally  made  against  the  free  traders,  that  they 
were  mere  theorists,  and  had  no  regard  to  prac- 
tice. Bastiat  retorts  that  the  free  traders  were 
the  tme  men  of  practice,  because  there  was  not  in 
the  whole  world  a  single  man  who  in  his  own 
practice  did  not  follow  free  trade  principles,  and 
that  what  was  the  invariable  practice  of  each 

.  man  individnally,  most  be  the  true  theory. 
XrV.     ConflU  de  principes. 

XV.  Encore  la  r^iprocitS, 

XVI.  Les  flewoee  obstnUs  pkndant  pour  lee 
prohibitionists, — This  shows  the  absurdity  of  the 
same  arguments  in  the  mouths  of  opposite  parties. 

XVII.  Un  c?iemin  defer  nSgatif. 

XVIII.  H  n'y  a  pas  de  principes  absolus. 
This  ridicules  the  cry  that  there  are  no  absolute 
principles  in  Political  Economy. 

XIX.  Independance  National.  This  shows  the 
fallacy  of  the  Protectionist  cry  that  every  nation 
should  be  independent  of  its  neighbours  for  its 
wants. 

XX.  Traoailhumain^  travail  national,  Bastiat 
In  this  shows  that  those  who  cry  out  against' 
foreign  importations,   ought,  in  consistency,  to 
condemn  all  sorts  of  machinery,  because  they 
have  precisely  the  same  effects,  and  he  ironically 
commends  M.  de  Saint  Cbamans,  a  Protection- 
ist writer,  who  does  so.    If  foreign  importations 
throw    native    workmen   out   of   employment, 
machines  displace  human  labour.    A  number  of 
ill-informed  economists — Sismondi   among   the 
rest — have   always    raised   an   outcry   against 
machinery,  for  this  very  reason,  but  J.  B.  Say 
has  shown  that  Sismondi*s  reasoning  is  erroneous, 
because  it  is  based  on  the  supposition  that  con- 
sumption is  a  fieed  quantity,  whereas  consump- 
tion is,  in  most  cases,  capable  of  an  almost  inde- 
finite extension.     This  argument  of   Say's   is 
perfectly  conclusive,  but  Bastiat  has  added  to  it 
in  this  essay  another  most  important  considera- 
tion.     He    shows    that    the   introduction    of 
machinery  cannot  possibly  be  injurious  to  the 
working  classes  as  a  body,  because  if  any  saving 
of  capital  is  effected  in  production,  and  if  the 
product  is  sold  at  a  cheaper  rate  to  the  consumers, 
the  capital  saved  by  cheapening  the  production, 
and  the  money  saved  by  the  low  price  to  the  con- 
sumers, is  available  to  increase  employment  in 
other  ways.    Thus  any  diminution  in  cost  of 
production  by  machinery,  necessarily  provides 
a  fund  to  support  any  men  thrown  out  of  em- 
ployment.    Thus  it  cannot  injure  the  working 
classes  as  a  body,  though,  no  doubt,  some  indi- 
Tlduals  sometimes  suffer. 

XXI.  Matures  premieres.  This  shows  the 
fallacy  of  the  common  cry  of  admitting  raw 
materials,  and  excluding  the  manufactured  article. 

XXIL    Metaphores,    This  shows  the  danger- 
ous fallacies  which  sometimes  lurk  in  words,  and 
.the  necessity  of  clear  and  precise  language. 

PAST  in.      VOL  L 


Bastiat  concludes  this  series  by  pleading  on 
behalf  of  the  method  he  has  adopted,  as  the  one 
most  likely  to  effect  his  purpose.  A  formal 
treatise  has  no  doubt  its  advantages,  and  expo- 
sition of  truth  is  always  superior  to  the  refutation 
of  error.  But  to  be  useful  it  must  be  read,  and 
is  in  general  only  addressed  to  a  select  audience. 
His  one  chief  purpose  was  to  make  men  think 
and  investigate  for  themselves,  and  this  was 
better  accomplished  by  attacking  in  detail  the 
errors  of  common  opinion. 

The  second  series  was  published  in  1 848. 

I.  Physiologie  de  la  Spoliation, — In  this,  Bastiat 
follows  up  the  ideas  of  the  first  series,  and  shows 
that  protection  is  a  system  of  spoliation. 

n.    Deux  Morales, 

III.  Les  deux  hackee.  This  is  a  further  satire 
on  a  specious  fallacy,  that  an  increase  of  labour 
is  an  increase  of  wealth.  It  is  a  jocular  petition 
of  a  carpenter  that  every  one  should  be  compelled 
to  use  blunt  hatchets,  in  order  to  multiply  work. 

IV.  Conseil  inferieur  du  travail. — In  this 
each  trade  in  succession  is  called  upon  to  set  off 
the  advantages  and  disadvantages  of  protection. 
The  disadvantages  are  found  to  be  numerous,  and 
the  advantage  nil, 

V.  Cherts^  bon  marche.  Advocates  a  total 
uninterference  with  prices. 

VI.  Aux  artisans  et  aux  ouoriers.  Addressed 
to  the  working  classes  to  dispel  the  false  accusa- 
tions which  had  been  made  against  Bastiat  and 
his  friends,  that  they  were  agents  of  England, 
and  explains  to  them  in  a  familiar  way  some  of 
the  first  principles  of  the  subject. 

VII.  Conte  Chinois,  An  amusing  apologue 
to  illustrate  the  master  fallacy  so  often  combated, 
that  labor  is  wealth. 

VIII.  Post  hoc^  ergo  propter  hoc, 

IX.  Le  vol  a  la  prime.  Shews  the  unfairness 
of  bounties  on  production. 

X.  Le  percepteur.  Analyses  in  a  humorous 
manner  the  appropriation  of  the  taxes. 

XL  VUtopiste  Explains,  in  a  bantering  way, 
the  changes  a  Utopian  free-traider  would  make  in 
the  taxation  of  the  country. 

XII.  Le  sel^  la  poste,  la  douane.  Explains  in 
a  comic  dialogue,  tne  advantage  of  the  English 
Postal  reform. 

XIII.  La  protection,  ou  les  trois  Schevins,    A      { 
comedy  in  four  tableaux^  shewing  up  the  absurdi- 
ties of  protection. 

XIV.  Autre  chose.  The  chief  cry  against 
free  trade  among  the  Protectionists,  was,  that  it 
displaced  national  industry.  The  inference  was 
drawn  by  unthinking  people  that  it  destroys 
industry.  Bastiat  shews  that  it  only  transfers 
it  to  something  else,  and  thus,  with  the  same 
amount  of  labor,  a  much  greater  amount  of  pro- 
ducts is  obtained. 

XV.  Le  petit  arsenal  du  libre-ichangiste,  A 
list  of  some  of  the  principal  fallacies  of  Protection, 
with  short  answers  to  them. 

XVI.  La  main  droite,  et  la  main  gauche. 
This  is  another  amusing  attack  on  the  fallacy 
Bastiat  so  often  ridicules,  that  labor  is  wealth.  It 
proposes  that  everyone  should  be  compelled  to 
use  his  left  hand  in  order  to  increase  the 
amount  of  national  industry. 

XVII.  Domination  par  le  travail.  This  is  to 
dissipate  a  fear,  that  in  peace  the  most  indu^^tri- 
ous  nation  might  overpower  the  weaker,  as  tlie 
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stronger  in  war.  Bastiat  shews  that,  while  in 
war,  the  stronger  nation  overpowers  and  destroys 
the  weaker,  in  peace,  on  the  contrary,  the  su- 
perior industry  of  one  nation  assists  and  de- 
velops the  industry  of  its  weaker  neighbours. 

This  concludes  the  second  series  of  these 
brilliant  essays.  Bastiat  had  a  third  series  in 
course  of  preparation,  when  the  revolution  of 
1848  brought  on  a  more  pressing  danger,  viz., 
the  Socialist  Doctrines,  which,  in  truth,  had  much 
in  common  with  Protection.  Bastiat,  though 
worn  out  with  ill  health  and  fatigue,  caused  by 
his  labors  on  behalf  of  free  trade,  hastened  to 
combat  the  new  enemy,  and  with  indefatigable 
zeal  published  a  series  of  pamphlets  in  opposition 
to  the  chief  Socialist  Doctrines. 

ProprieU  et  lot.  In  the  Journal  des  Econo' 
mintesy  15th  May,  1848. 

The  Socialists  maintained  that  property  was 
the  mere  creation  of  the  law,  which  could  take 
away,  equally  as  well  as  give,  the  right  of  private 
property.  Bastiat  argues  on  the  contrary,  that 
property  is  not  the  creature  of  the  law,  but  that 
it  is  the  fruit  of  a  man*s  industry,  and  is  anterior 
to  law,  which  is  made  for  the  purpose  of  pro- 
tecting property,  but  does  not  create  it. 

Justice  et  JratemitL — In  the  Journal  des 
Economistes.     15th  June,  1848. 

Bidicules  the  Socialist  doctrine  of  fratemitS. 

VEtat  In  the  Journal  des  DibaU^  25th  Sept. 
1848.  An  amusing  satire  on  what  people  ex- 
pected the  state  to  do. 

La  loi,     1850. 

On  the  proper  limits  of  the  functions  of  the  law. 

Propriete  et  spoliation.  In  the  Journal  des 
DSbats^Jnlj,  1848. 

Refutes  Considerant*s  doctrines  of  the  Droit 
au  travail. 

Baecalauriat  et  Socialisme. 

Advocates  freedom  of  education,  and  the  aboli- 
tion of  the  necessity  of  university  degrees  for 
obtaining  employment. 

Protectionisme  et  communisme.    January,  1849. 

A  letter  to  M.  Thiers,  who  has  always  been  a 
strong  advocate  for  Protection,  shewing  the  com- 
munity between  Protection  and  Socialism. 

Spoliation  et  hi.  In  the  Journal  des  Econo' 
mistes,  15th  May,  1850. 

The  con«^7^^fti^ra/ of  agriculture,  manufactures, 
and  commerce,  demanded  in  April,  1850,  that  the 
professors  of  Political  Economy,  paid  by  the 
government,  should  adopt,  and  teach  it,  on  pro- 
tectionist principles,  such  as  were  dominant  in 
France,  and  not  from  the  free  trade  point  of  view. 
In  this  essay  Bastiat  ridicules  this  demand. 

Ouerre  aux  chaires  d'iconomie  politique.  This 
is  on  the  same  subject  as  the  preceding ;  it  was 
published  three  yeai*s  before  the  last,  in  1847. 
The  Protectionist  Society  in  Paris,  in  that  year, 
modestly  demanded  that  the  Government  should 
put  down  all  professors  of  Political  Economy,  fail- 
ing in  that,  they  required  that  they  should  be 
compelled  to  teach  Protectionist  doctrine. 

Capital  et  rente.    February,  1849. 

It  was  one  of  the  Socialist  doctrines  that  in- 
terest should  he  abolished  as  unlawful.  In  this 
essay,  Bastiat  investigates  the  nature  of  capital 
and  interest. 

Maudit  argent.  In  the  Journal  des  Economistes. 
April,  1849. 

This  is  a  most  admirable  dialogue  on  the  nature 


and  functions  of  money.  We  most  earnestly 
commend  it  to  the  attention  of  every  student  in 
Political  Economy.  In  no  other  place  that  we 
are  aware  of,  are  the  functions  of  money  set  forth 
and  explained  with  such  clearness  of  conc^tion. 
But  of  the  whole,  which  is  so  excellent,  we  will 
only  quote  one  passage : 

'^C'est  bien  le  moment  d*analyser  la  yraie 
fonction  du  numeraire,  abstraction  faite  des  mines 
et  de  rimportation. 

'•'•  Vous  avez  un  ^cu.  Que  signifie-t-il  en  vob 
mains  ?  II  y  est  comme  le  t^moin  et  la  prenve 
que  vous  avez,  k  une  epoque  quelconque,  ex^cut^ 
un  travail,  dont  au  lien  de  profiler,  vous  avez  fait 
jouir  la  soci^t6,  en  la  personne  de  votre  client. 
Get  6cn  t^moigne,  que  vous  avez  rendu  un  sermoe 
k  la  society,  et,  de  plus,  il  en  constate  la  valeor. 
II  temoigne,  en  ontre,  que  vous  n'avez  pas 
encore  retire  de  la  soci^t^  un  service  riel  Equi- 
valent, comme  c*^tait  votre  droit.  Pour  voas 
mettre  k  meme  de  Texercer,  quand  et  comme  il 
vous  plaira,  la  soci6tE,  par  les  mains  de  votre 
client,  vous  a  donn^  une  reconnaissance,  un  tHre^ 
un  ban  de  la  Bipublique,  un  jeton,  un  ecu,  enfin, 
qui  ne  diff<^re  des  titres  fidudaires  qu*en  ce  qu^il 
poite  sa  valeur  en  lui-m^me^  et  si  vous  saves 
lire,  avec  les  yeux  de  Tesprit,  les  inscriptions 
dont  il  est  charge,  vous  d^chiflrerez  distincte- 
ment  ces  mots ;  *  Rendez  au  'porteur  un  service 
equivalent  a  celui  quCil  a  rendu  a  la  sociSiS,  valeur 
reque  constatee^  prouvSe  et  mesurie  par  celle  qui  est 
en  fnoi-meme. 

We  feel  obliged  to  call  attention  to  this  pas- 
sage, on  account  of  its  absolute  coincidence  with 
what  we  have  shown  to  be  the  fundamental  concep- 
tion of  monetary  science.  We  have  shown,  in  the 
article  Cuerxmct,  that  several  writers  had  pre- 
viously had  a  dim  conception  of  it.  But  no 
writer,  that  we  are  aware  of,  has  seen  it  with 
such  clearness,  or  expounded  it  with  such  vivid- 
ness, as  Bastiat.  It  is  beyond  all  doubt  one  of 
the  most  important  conceptions  ever  introduced 
into  Political  Economy.  Fully  understood  and 
developed,  it  is  the  true  basis  of  monetary  science ; 
and  it  is  against  this  fundamental  conception  that 
Law*s  theory  of  money  sins,  and  all  those  wild 
schemes  of  founding  a  paper  currency  upon  land, 
goods,  or  the  public  funds,  which  are  so  popular. 
It  shows  at  once  that  money  and  instruments  of 
credit  are  homogeneous,  the  one  being  general 
credit,  and  the  other  particular  credit;  and  that 
the  fundamental  idea  of  currency  is  debt,  or  ser- 
vices due  to  the  owner  of  it.  The  coincidenoe 
between  this  passage,  and,  indeed,  the  whole  of 
this  dialogue,  and  our  own  theory  of  money,  aa 
developed  in  our  Theory  and  Practice  of  Bankings 
1855,  and  Elements  of  PoliHoal  Economy,  1858, 
is  so  remarkable  that  it  might  be  supposed  that 
we  had  adopted  it  from  Bastiat.  We  Uiink  it 
necessary  to  state  that  this  is  not  the  case.  Al- 
though our  own  work  was  published  in  1855,  and 
Bastiat's  pamphlet  in  1849,  we  had  no  knowledge 
of  its  existence  till  the  31st  of  May,  1859.  We 
therefore  joyfully  cede  the  priority  to  Bastiat, 
being  only  glad  enough  that  our  own  views,  formed 
independently,  should  absolutely  coincide  with 
those  of  so  great  a  master  of  Economic  science. 

Oratuite  du  Cridit. — ^Bastiat*s  pamphlet,  Copt- 
tal  et  Rente,  had  made  an  impression  on  the 
working  classes,  and  produced  a  schism  in  the 
Socialist  ranks.    The  Socialist  leaders  found  it 
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neoessarj  to  combat  him.  One  of  the  editors  of 
the  Voix  du  Peuple  began  the  attack,  which  was 
continned  by  FroadhoB.  Bastiat  was  allowed  to 
reply  in  the  same  paper.  The  discussion  is  con- 
tinued through  thirteen  letters,  when  Proudhon, 
finding  himself  worsted,  brought  it  to  an  end  by 
loadly  proclaiming  himself  the  victor,  and  saying 
to  Bastiat,  **  You  are  doubtless  a  good  and  wor- 
thy citizen,  an  honest  economist,  a  conscientious 
writer,  a  faithful  representative,  a  genuine  re- 
publican, and  a  true  friend  of  the  people,  but 
your  last  words  give  me  the  right  to  tell  you,  M. 
Bastiat,  that  in  a  scientific  point  of  view,  you  are 
a  dead  man."  Bastiat,  however,  replied  to  him 
in  a  concluding  letter,  which  showed  that  he  was 
by  no  means  so  annihilated  as  Proudhon  sup- 
poBeci* 

Ce  qtCon  voit  et  ce  qtCon  ne  voit  pas, — This 
was  the  last  of  the  brilliant  series  of  pamphlets, 
and  was  published  in  July,  1850.  In  it  Bastiat 
opens  a  new  vein  of  argument,  which  is  capable 
of  great  extension.  An  immense  proportion  of 
error  in  Political  Economy  has  arisen  by  only 
looking  at  one  circumstance  in  the  case,  and 
wholly  neglecting  a  multitude  of  other  considera- 
tions, which  are  necessary  to  be  taken  into  ac- 
count before  we  can  ascertain  the  general  result. 
In  this  pamphlet  Bastiat  has  treated  of  a  few  of 
these  errors.  It  is  a  vein  of  argument  which  is 
capable  of  being  worked  with  great  success,  and 
to  a  vast  extent.  Bastiat,  however,  was  not  the 
first  to  make  ^ective  use  of  this  line  of  argu- 
ment. Bentham  had  already  anticipated  him  in 
the  use  of  this  powerftil  weapon.  Bentham*s 
refutation  of  the  universal  craze  of  his  day,  the 
rage  for  colonies,  is  an  admirable  example  of  this 
argument.    (Bentham.) 

This  volume  also  contains  a  few  minor  pieces. 
The  preceding  two  volumes  are  specially  de- 
voted to  the  refutation  of  current  errors.  How- 
ever brilliant  they  may  be,  such  works,  as  Bastiat 
himself  was  aware,  are  only  of  the  second  order. 
Like  Samson,  they  perish  along  with  their  vic- 
tims. Lasting  fame  is  only  given  to  those  works 
which  expound  truth.  The  last  volume  of  the 
series  is  Bastiafs  crowning  work,  and  contains 
his  conception  of  the  fundamental  principles  of 
the  science.  But  it  was  left  unfinished.  When 
Bastiat  felt  the  deadly  inroads  of  disease  on 
his  frail  constitution,  his  only  wish  was  to  live 
another  year  to  complete  his  work.  But  that 
was  not  granted.  To  the  irreparable  loss  of 
economic  science,  his  greatest  work  remsuns  only 
a  fragment. 

"  Now  is  the  stately  column  broke, 
The  beacon  light  is  quenched  in  smoke, 
The  trumpet's  silver  sound  is  still, 
The  warder  silent  on  the  hill  P* 

Vol.  YI.  Harmonies  Economiques, 
This  is  universally  allowed  to  be  the  greatest  of 
Bastiat*8  works.  His  aim  is  to  investigate  the 
objects  and  the  fundamental  conceptions  of  Poli- 
tical Economy,  and  this  he  does  in  a  series  of 
Essays. 

I.  Orgamsatian  NatureUe,  In  this  he  treats 
of  the  organisation  of  society,  and  shews  that  the 
object  of  Political  Economy  is  to  treat  of  the 
volwUary  association  of  persons,  as  distinguished 
from  the  schemes  of  the  Socialists,  which  are  all 
founded  ap<m  compulsory  association. 


H.  Besoins^  efforts^  satisfaction.  In  this  he 
investigates  the  true  limits  and  objects  of  the 
science  of  Political  Economy.  He  determines 
that  it  is  founded  upon  the  wants  of  mankind,  and 
their  reciprocal  services  ministered  to  their  reci- 
procal wants  and  desires : — 

''C'est  en  effet,  cette  faculty  donn^  aux 
hommes,  et  aux  hommes  seuls,  entre  toutes  les 
creatures,  de  travailler  les  uns  pour  les  antres; 
c*est  cette  transmission  d'efforts,  cet  ^change  de 
services,  avec  toutes  les  combinaisons  compli- 
qnees  et  infinies,  auxquelles  il  donne  lieu  k  tra- 
vers  le  temps  et  Tespace,  c'est  la  pr^cisement  ce 
qui  constitue  la  science  6conomique,  en  montre 
Torigine,  et  en  determine  les  limites.    •    *    * 

"  Acoomplir  un  effort  pour  satisfaire  le  besoin 
d*auti*ui,  c'est  lui  rendre  un  service.  Si  nn  ser- 
vice est  stipule  en  retour,  11  y  a  ^change  de  ser^ 
vices;  et  corame  c*est  le  cas  le  plus  ordinaire, 
Teconomie  politique  pent  ^tre  definie :  la  ThSorie 
de  V  echange. 

*'  Quelle  que  soit  pour  Tune  des  parties  con- 
tractantes  la  vivacity  du  besoin,  pour  Tautre  Tin- 
tensity  de  Teffort,  si  T^change  est  libre,  le  deux 
services  ^changes  se  valent.  La  valeur  consiste 
done  dans  Tappr^ciation  comparative  des  services 
reciproques,  et  Ton  pent  dire  encore  que  Teco- 
nomie  politique  est  la  ThSorie  de  la  vaieur,^'' 

It  wUl  thus  be  seen  that  Bastiat's  conception  of 
the  nature,  the  objects,  and  the  limits  of  the  sci- 
ence of  Political  Economy  absolutely  coincides 
with  our  own. 

III.  Des  hesoins  de  Vhomtne.  In  this  Bastiat 
inquires  into  the  nature  of  the  wants  of  men,  and 
he  takes  the  opportunity  of  stigmatising  the  fun- 
damental error  of  the  second  school  of  Political 
Economy,  that  labor  is  the  caiise  of  value. 

"  Mais  ii  y  a  des  ^coles  qui  out  rapport^  au  tra- 
vail seul  ce  privilege.  Leur  axiome  est :  Tovte 
richesse  vient  du  travail ;  le  travail^  c^est  la  richesse. 

*'  Je  ne  puis  m'emp^cher  de  prevenir  ici  que 
ses  formules,  prises  au  pied  de  la  lettre,  ont  con- 
duit k  des  erreurs  de  doctrine  ^normes,  et,  par 
suite,  k  des  mesures  legislatives  d^plorables.** 

IV.  Echange.  In  this  Bastiat  investigates  the 
nature  of  an  exchange,  and  shews  the  functions 
that  money  and  instruments  of  credit  perform  in 
decomposing  them,  and  shews  their  natural  limits. 

y.  De  la  valeur.  Bastiat  then  investigates 
the  conception  of  value,  and  shews  that  it  is  en- 
tirely founded  on  the  mutual  appreciation  of  ser- 
vices interchanged,  and  not  upon  labor. 

"  Ainsi  la  definition  du  mot  valeur,  pour  6tre 
juste,  doit  avoir  trait  non  seulement  aux  efforts 
humains,  mais  encore  k  ces  efforts  4chang^  on 
^changeables.  L'^change  fait  plus  que  de  con- 
stater,  et  mesurer  les  valeurs,  il  leur  donne  Tex- 
istence.  Je  ne  veux  pas  dire  qn'il  donne  Texis- 
tence  aux  actes  et  aux  choses  qui  s*ecbangent, 
mais  il  la  donne  k  la  notion  de  valeur. 

''  Or  quand  deux  hommes  ce  cedent  mutuelle- 
ment  leur  effort  actuel,  ou  les  resultats  de  leurs 
efforts  anterienrs,  ils  se  servent  Tun  Tantre,  ils  se 
rendent  r^ciproquement  service. 

*'  Je  dis  done :  La  VaiiEub,  c*est  lb  sappobt 

DB  DEUX  SERVICES  ECHANGBS. 

^*  L'idee  de  valeur  est  entree  dans  le  monde  la 
premiere  fois  qu'un  homme  ayant  dit  k  son  frere ; 
Fais  ceci  pour  moi,  je  ferai  cela  pour  toi, — ^ils  sont 
tonxbis  d'accord  ;  car  alors  pour  la  premiere  fois 
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o&  a  pa  dire:    les  denx  tervices  §chang6s  se 
valent    ♦     •     ♦     ♦ 

"  De  TEcRANGB,  nous  travaillons  pour  nous 
iiourrir,  v6tir,  abriter,  ^clairer,  gu^rir,  ddfendre, 
instruire  les  uns  les  autres.  De  \k  les  sbrvicbs 
r€ciproques.  Ces  services,  nous  les  comparons, 
nous  les  discutons,  nous  les  Svaliions;  de  Ik 
la  Vajcbur." 

He  shews  that  many  circumstances  affect  value, 
and  points  out  the  false  origins  which  have  been 
attributed  to  the  word. — 

"On  a  jusquMci  cherch€  le  principe  de  la 
Valeur  dans  unc  de  ces  circonstances  qui  I'aug- 
mentent  on  qui  la  diminuent,  materiality,  dur6e, 
utility,  rarete,  travail,  difficult^  d'acquisition, 
jugement  &c. ;  fausse  direction  imprimie  d^s  1* 
origine  k  la  science,  car  Taccident  qui  modifie  le 
ph^nom^ne  n'est  pas  le  ph6nom^ne.  ♦  ♦  ♦  ♦ 
Ainsi  le  principe  de  la  Yaleur  est  pour  Smith 
dans  la  materiality,  et  la  duree,  pour  Say  dans 
I'utilite,  pour  Ricardo  dans  le  travail,  pour  Senior 
dans  la  rarete,  pour  Storchdans  le  jugement,  &c.*' 

He  then  shews  the  conftision  into  which  the 
science  has  been  thrown  by  these  contradictory 
conceptions,  and  shews  that  the  only  true  source 
of  value  is  exchangeahUUy. 

The  natural  consequence  of  this  view,  is  that  all 
services  which  are  exchanged,  are  economical 
elements,  whatever  their  nature  be,  whether 
material,  or  immaterial ;  and  that  all  labour  is 
productive  labor,  which  produces  any  service  which 
ifl  wanted.  Hence  those  persons  who  satisfy  any  of 
our  mental  desu'es,  such  as  opera  singers,  are  in- 
cluded in  that  category.  Bastiat  then  points  out 
at  great  length  the  erroneous  conclusions  to  which 
the  doctrines  of  preceding  economists  on  the 
conception  of  value  lead.  The  whole  essay  is 
most  excellent. 

Vr.  Richesse, — Examines  into  the  contra- 
dictory notions  which  prevail  with  regard  to 
wealth. 

VII.  CoptW.— In  this,  Bastiat  investigates 
the  nature  of  capital,  and  shows  that,  from  the 
fundamental  conception  of  vaJue  already  obtained, 
any  service  may  be  employed  as  capital.  He 
also  has  almost  succeeded  in  obtaining  the  true 
notion  of  credit : — 

"  Ce  qui  est  plus  snrprenant  encore,  c'est  que 
nous  pouvons  faire  Top^ration  inverse,  quelque 
impossible  qu*elle  semble  an  premier  coup  d^oeil. 
Nous  pouvons  converts  en  instrument  de  travail, 
en  chemin  de  fer,  en  maisons,  un  capital  qui 
n*est  pas  encore  n^,  utilisant  ainsi  des  services, 
qui  ne  seront  rendus  qu'au  xxe  siecle.  H  y  a  des 
banquiers  qui  en  font  Tavance  sur  la  foi  que  les 
travailleurs  et  les  voyageurs  de  la  troisi^me  on 
quatri^me  generation  pourvoirent  an  payement ; 
et  ces  titres  sur  Tavenir  se  transmettent  de  main 
en  main,  sans  rester  jamais  improductifs."  Here 
we  have  exactly  the  very  doctrine  that  we  have 
enforced,  that  Credit  is  Capital.  Though  it  is 
not  usual  to  pledge  services  which  will  only  be 
rendered  three  or  four  generations  hence,  services 
to  be  paid  for  three  or  four  months  hence,  consti- 
tute an  immense  article  of  commerce,  under  the 
name  of  Bills  of  Exchange. 

He  then  discusses  the  nature  of  interest. 

VHJL.  PropriStS,  eommunauti. — ^Discusses  the 
nature  of  property,  and  refutes  the  socialist  delu- 
sions on  the  subject. 

IX.    PfopnV^^ /owct^re.—Discusses  the  nature 


and  the  right  to  property  in  litnd,  and  the  view§ 
of  English  and  socialist  -writefs  on  the  subject. 

X.  Concurrence. — ^Discusses  the  fiature  and 
effects  of  competition. 

This  terminates  the  first  series  of  essays  pnt)-* 
lished  by  Bastiat.  Sketches  for  several  others 
were  found  among  his  papers  after  his  death, 
and  have  been  published  along  with  the  series, 
in  this  edition.  We  are  glad  to  have  anything 
proceeding  from  so  eminent  an  author,  but  as 
they  never  received  his  imnrimawtur^  they  must 
not  be  considered  as  contaming  his  final  conclu- 
sion on  the  several  points. 

We  trust  that  the  extracts  we  have  given  from 
Bastiat's  two  greatest  works  may  have  the  effect 
of  sending  our  readers  to  the  originals  themselves, 
and  we  may  now  make  a  few  general  observations 
on  them. 

Although  the  Sophumes  Economiques  were  pub- 
lished as  detachea  essays,  there  is  a  thread  of 
argument  which  runs  through  them  all.  They 
are  brilliant  portions  of  a  general  attack  on  a  par- 
ticular state  of  opinion,  and  it  may  perhaps  be  of 
some  advantage  to  attempt  to  state  it  in  a  con- 
nected argument. 

France  was  imbued  to  the  core  with  Protec- 
tionist opinions,  and  her  commercial  system  was 
becoming  more  exclusive  every  day.  The  Pro- 
tectionist, or  prohibitionist,  system  is  to  endeavour 
to  foster  native  industry  as  much  as  possible, 
and  to  exclude  all  commodities  which  can  be 
produced  at  home,  under  the  idea  that  they  dis- 
place and  destroy  national  industry.  The  argu- 
ment of  the  Protectionists  was  that  wealth  could 
only  be  got  by  industry,  that  labor  was  wealth, 
and  that  every  means  should  be  adopted  to  in- 
crease national  labor. 

To  meet  this  argument,  Bastiat  says,  that  if 
every  one  had  to  provide  everything  for  himself, 
he  would  naturally  desire  to  obtain  the  greatest 
possible  result,  with  the  least  possible  labor.  He 
would  never  suppose  that  the  labor,  the  means  by 
which  the  product  was  obtained,  was  the  actual 
wealth.  He  would  manifestly  see  that  it  is  the 
product  which  is  the  wealth.  The  beau  idial  of 
such  a  condition  would  be  that  everything  he 
wanted  should  be  obtained  without  labor  at  all, 
like  sunlight,  air,  water,  &c.  And  as  the  wealth 
of  the  whole  state  would  be  the  aggregate  of  the 
wealth  of  each  individual,  the  whole  state  would 
be  the  more  wealthy  lust  in  proportion  as  the  least 
amount  of  labor  produced  the  greatest  amount  of 
products. 

This  being  granted  as  perfectly  self-evident,  if 
we  suppose  the  whole  state  to  be  composed  of 
individuals  working  for  themselves,  tiie  general 
result  cannot  possibly  be  different,  if  the  notion  of 
exchange  is  introduced.  No  matter  how  things 
are  produced,  the  general  result  must  be  the  same. 
The  community  in  general  must  be  wealthier, 
and  better  off,  just  in  proportion  as  the  greatest 
amount  of  products  is  obtained  with  the  least 
amount  of  labor.  In  this  proposition  it  can  make 
no  difference  how  things  are  produced,  or  who 
produce  them,  whether  each  man  for  himself,  or 
each  for  his  neighbours.  This  is  so  manifestly 
true,  that  any  doctrine  contrary  to  it  is  evidently 
false. 

But  he  says  that  the  necessary  and  avowed  con- 
sequence of  the  Protectionist  policy  is  to  diminish 
the  quantity  of  production,  obtained  by  any  given 
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amount  of  labor,  or  expenditnre.  Where  then  is 
the  fallacy?  He  says  that  it  arises  from  a  con- 
fusion of  ideas,  which  arises  on  the  introduction 
of  the  notion  of  exchange.  The  doctrine  of  ex- 
chan^  introduces  the  division  of  labor,  and  as 
that  IS  carried  out  to  greater  perfection,  each  man 
more  and  more  confines  himself  to  produce  one 
particular  thing  by  which  he  hopes  to  obtain  all 
other  things  he  wants,  by  exchanging  with  those 
who  produce  what  he  wants.  Now  between 
men*8  desires  and  their  gratification,  Providence 
has  in  general  opposed  obstacles,  which  can  only 
be  overcome  by  human  labor.  By  the  principle 
of  the  division  of  labor,  each  man  confines  him- 
self to  overcome  one  obstacle  to  the  gratification  of 
bis  fellow-citizens.  The  exertion  he  makes  to  do 
so  is  labor,  and  of  course  the  greater  remuneration 
he  can  get  for  his  labor  the  better  for  him.  Thus 
labor  itself  becomes  an  article  of  commerce,  and 
is  in  fact  wealth  to  the  laborer.  Each  man  sepa- 
rately, therefore,  tries  to  make  his  labor  as  dear 
as  possible,  and  as  profitable  to  himself  as  pos- 
sible ;  and  he  rejoices  to  see  the  obstacles,  which 
it  is  his  peculiar  function  to  combat,  increased 
and  multiplied,  because  he  hopes  to  obtain  a 
greater  reward  for  doing  so.  Thus  in  the  increase 
of  obstacles  each  man  sees  an  increase  of  wealth, 
and  hence  the  notion  gets  possession  of  bodies  of 
men  that  to  increase  ol^acles,  to  increase  national 
labor,  is  to  increase  wealth.  Thus,  Bastiat  shews 
that  if  the  views  of  each  producer  are  acted  upon, 
the  result  must  be  a  very  great  increase  of  labor 
as  compared  with  the  result.  That  is,  the  result 
must  diminish  as  compared  with  the  means  used. 
Consequently,  the  general  result  of  Ftotectionist 
legislation  to  the  nation  must  manifestly  be  to 
diminish  its  wealth.  The  whole  fallacy  rests 
upon  the  idea  that  labor  is  wealth,  that  to  mul- 
tiply labor  is  to  multiply  wealth,  and  that  the 
great  aim  of  the  legislator  should  be  simply  to  in- 
crease national  labor.  Having  thus  arrived  at 
the  fundamental  misconception  of  the  subject, 
Bastiat  devotes  all  his  powers  of  ridicule,  bur- 
lesque, sarcasm,  wit,  and  humor  to  combat  it. 
Thus  we  have  the  petition  of  the  manufacturers 
of  artificial  light  to  put  down  the  use  of  sunlight, 
their  great  natural  enemy,  which  is  so  destructive 
to  so  large  a  branch  of  national  industry,  by  super- 
seding the  use  of  their  product ; — the  petition  of 
the  carpenter,  that  every  one  should  be  compelled 
to  use  blunt  hatchets,  in  order  to  multiply  national 
labor ; — ^the  petition  that  every  one  should  be  com- 
pelled to  use  his  left  hand,  with  the  same  object ; 
— ^the  Chinese  apologue,  and  others. 

Bastiat  then  shews  the  utter  inconsistency  of 
men*s  conduct  in  then*  own  a&irs,  and  their  doc- 
trine with  regard  to  the  state.  The  most  red-hot 
protectionist  will  always  act  upon  free- trade  prin- 
ciples in  his  own  business,  and  do  his  utmost  to 
produce  the  greatest  efiect  with  the  least  means. 
lie  will,  for  his  own  benefit,  eagerly  adopt  every 
method  to  abridge  his  own  labor,  and  produce  as 
economically  and  quickly  as  possible.  But  when 
he  comes  to  deal  with  the  state,  he  does  exactly 
the  reverse.  He  then  tries  to  do  everything  to 
increase  the  labor  and  diminish  the  result. 

But,  say  the  Protectionists,  it  is  admitted  that 
all  wealth  proceeds  from  industry,  and  conse- 
quently if  foreign  products  are  introduced  cheaper 
than  they  can  be  manufactured  at  home,  they  wHl 
supersede  native  products,  and  thus  destroy  na- 


tional industry,  which  is  the  source  of  wealth. 
No  I  says  Bastiat,  that  is  not  so !  If  foreign  pro- 
ducts are  introduced,  they  must  be  paid  for  by 
native  products,  and  the  quantity  of  native  in- 
dustry which  is  set  free  from  manufacturing  pro- 
ducts at  a  dear  rate,  is  employed  partly  in  manu- 
facturing something  else  to  buy  those  cheaper 
foreign  products  with,  and  partly  is  capable  of 
being  applied  to  produce  something  else  in  addi- 
tion to  gratify  some  other  wants.  Thus  as  a  body 
the  national  industry  is  not  injured  at  all,  and  the 
general  result  to  the  nation  is  not  only  that  they 
obtain  the  same  quantity  of  produce  as  before, 
but  in  addition  to  that,  the  expense  saved  may  be 
applied  in  obtainmg  oth^  gratifications.  Thus 
the  national  industry  remains  the  same,  but  its 
products  are  greatly  increased,  and  consequently 
the  national  wealth  augmented.  Thus  we  obtain 
the  great  doctrine  that  the  national  industry  is 

not  DB8TROTBO,  but  OUly  TBAH8FBBBEI>. 

Again,  says  Bastiat,  the  very  same  arguments 
which  have  been  used  against  foreign  importations 
apply  against  machinery  of  all  sorts,  even  the 
very  humblest.  The  simplest  machine  or  imple- 
ment displaces  human  industry.  They  ought 
therefore  all  to  be  put  down,  steam-engines,  car- 
riages, roads,  ploughs,  beasts  for  agriculture,  even 
sp^es.  If  the  great  object  is  to  promote  national 
industry,  the  only  logical  conclusion  is  to  scratch 
the  ground  with  our  nails.  This  would  greatly 
multiply  the  labor  necessary  to  produce  any  re- 
quired quantity  of  corn,  and  therefore  would 
greatly  increase  the  national  wealth  in  that  point 
of  view.  There  has  accordingly  been,  among  the 
ill-informed,  a  very  general  prejudice  against 
machinery,  on  the  supposition  that  it  displaces 
human  industry,  which  has  been  adopted  by 
Sismondi.  But  J.  B.  Say  shewed  that  his  fallacy 
lay  in  assuming  that  consumption  is  a  fixed  quan- 
tity, which  is  a  monstrous  error.  Consumption  is 
capable  of  being  increased  to  almost  any  extent. 
Moreover,  as  Bastiat  has  satisfactorily  shewn,  and 
we  believe  he  was  the  first  to  notice  it,  whatever 
fimd  is  saved  from  the  expense  of  the  productions 
is  ready  to  provide  a  maintenance  for  those  whose 
labor  is  displaced  by  any  machinery.  Thus  we 
arrive  at  the  same  general  result  as  in  the  former 
case,  no  national  industry  is  destroyed^  it  is  onl/ 
transferred,  and  for  the  same  amount  of  industry 
the  national  enjoyments  are  greatly  increased. 

Thus  Bastiat  proves  that  foreign  importations 
of  commodities  which  can  be  produced  cheaper 
abroad,  and  the  improvements  effected  by  machi- 
nery, are  in  all  respects  analogous.  No  doubt,  in 
all  states  of  transition  from  one  system  to  another, 
a  few  individuals  ai*e  the  victims  of  the  improve- 
ment, but  the  profit  to  the  nation  is  immense. 

Thus  Bastiat  shews  that  the  Protectionist  sys- 
tem is  manifestly  adverse  to  what  is  acknowledged 
to  be  national  welfare. 

It  has  often  been  remarked,  that  these  were  not 
truths  discovered  by  Bastiat,  but  only  expounded 
by  him  wiUi  great  ability,  and  many  are  disposed 
to  disallow  his  claim  to  be  an  original  discoverer 
for  that  reason.  Nor  can  it  be  denied  that  there 
is  some  truth  in  this.  Bastiat  himself  acknow- 
ledges that  to  refute  error  is  only  the  second  glo- 
rious part.  But  that  would  not  deprive  him  of 
his  claim  to  be  placed  in  the  first  rsmk  of  econo- 
mists. The  truths  contained  in  the  Sophismes 
were  perhaps  not  new,  but  they  had  never  before 
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been  expounded  with  such  admirable  power  and  ' 
precision,  nor  one  so  specially  adapted  to  the 
character  of  the  people  to  whom  they  were  ad- 
dressed. The  whole  aim  of  these  writings  is  to 
overthrow  Protection  by  making  it  ridicnlons. 
The  Sophismes  Economiques  are  the  Don  Quixote 
of  Protection.  The  truths  are  so  admirably  pnt, 
that  no  one  who  reads  them  can  feel  that  it  is  pos- 
sible to  think  otherwise,  and  they  are  as  amusing 
as  a  noTel.  No  writings  were  ever  better  calcu- 
lated to  effect  their  object,  and  we  are  happy  to 
be  informed  by  M.  Pidliottet  that  their  circulation 
has  been  immense,  for  such  a  work.  Even  men 
who  are  ah*eady  persuaded  of  the  truths  they  in- 
culcate, cannot  fail  to  derive  benefit  from  them. 
The  fallacies  of  Protection  are  in  many  respects 
extremely  plausible,  and  it  is  easy  for  persons 
who  live  after  their  refutation,  to  sneer  at  those 
who  once  held  them.  The  time  may  come,  per- 
haps, when  the  whole  world  will  be  converted  to 
free  trade,  but  we  lear  that  that  time  is  still  a 
veiy  long  way  ofl^  and  until  that  time  comes,  the 
Sophitmes  will  probably  remain  the  most  efiective 
weapon  to  combat  Protection. 

The  Sophistries  then,  we  have  seen,  were  only 
intended  by  jBastiat  to  clear  the  way  to  the  esta- 
blishment of  the  true  system  of  Economic  Science. 
The  work  in  which  Bastiat  proposed  to  erect  a 
positive  system  is  the  Harmonies. 

All  economists,  of  whatever  school,  are  agreed 
that  the  word  Vcdue  is  the  fundamental  concep- 
tion in  the  science.  But  between  the  first  two 
schools  of  Political  Economy  and  the  third,  there 
is  a  broad  and  fundamental  distinction  between 
their  conceptions  of  the  term.  The  most  eminent 
writers  of  these  two  schools  differ  widely  amongst 
themselves  as  to  the  cause  and  measure  of  value; 
but  they  all  agree  in  this,  they  consider  value  to 
be  something  inherent  in  the  article  itself.  The 
common  feature  of  these  two  schools  is  uat  they 
make  value  a  quality  of  the  article,  either  mate- 
riality, durability,  utility,  or  something  of  that 
sort.  But  a  few  writers  have  taken  a  completely 
different  view  of  the  subject.  Aristotle  in  an- 
cient times,  Barbon  in  1696,  and  more  recently 
Mr.  Samuel  Bailey  in  1826,  Archbishop  Whately 
in  1831,  and  Mr.  Jennings,  and  we  have  no  doubt 
others,  have  seen  that  value  is  not  a  quality 
which  resides  in  the  article  itself,  but  that  its 
source  lies  in  the  mind  of  the  person  who  desires 
an  article.  Thus  we  have  seen  above  that  Aris- 
totle says  that  the  source  of  value  is  the  desire  of 
any  person  to  possess  a  thing,  and  the  measure  of 
value  is  the  quantity  of  things,  usually  money,  he 
will  give  to  obtain  possession  of  it.  Now  this  is 
manifestly  a  completely  different  notion  of  value 
to  that  entertained  by  the  first  two  schools  of 
Political  Economy.  And  there  can  be  no  doubt 
whatever  that  mature  reflection  will  shew  it  to 
be  the  true  conception.  For  if  value  be  any 
quality  whatever  of  the  article  itself,  it  is  quite 
clear  that  so  long  as  that  quality  remains  the 
same,  the  value  of  the  article  cannot  change.  But 
universal  experience  demonstrates  the  gross  error 
of  this  view.  It  is  notorious  that  the  value  of 
articles  constantly  change,  while  all  their  quali- 
ties remain  the  same.  And  the  reason  is  plain, 
either  the  desire  for  them  has  changed,  or  the 
supply  has  changed,  or  both  may  happen,  without 
in  any  way  affecting  the  qualities  of  the  articles 
themselves^    And  thdr  values  change  accord- 


ingly, which  indubitably  proves  that  value  is 
something  altogether  EXTBiuiAii  to  the  article. 
And  this  is  why  we  say  that  Bastiat  is  one  of  the 
great  founders  of  the  tbuld  jeaa  of  Political 
Economy,  because  the  whole  of  his  essay  on  Value 
is  for  the  express  purpose  of  enforcing  this  doc- 
trine, that  value  is  not  a  quality  of  the  article 
itself,  but  is  the  mutual  estimation  of  two  services 
which  are  exchanged. 

Thus  we  at  once  obtain  the  great  fundamental 
doctrine  that  vajlub  bbquubs  thb  cobcubbbhce 
OF  TWO  MiBos.  Now  thls  doctflue  is  uttexly  sub- 
versive of  the  two  preceding  schools  of  Political 
Economy,  and  exactly  reverses  the  whole  of  their 
fundamental  axioms.  Ricardo  and  his  followers 
consider  labor  exclusively  as  the  source  of 
value,  and  cannot  conceive  value  to  exist  except 
as  the  result  of  labor,  a  principle  which  Mr. 
McCuUoch  and  Mr.  De  Quincey  have  pushed  to 
the  most  absurd  extremes.  In  1831  Archbishop 
Whately  sent  a  deadly  shaft  into  the  heart  of  this 
fallacy.  (Lectures, p,  167, 4ih Ed.  lS65y  He  says, 
''Now  it  is  true,  it  so  happens,  by  the  appoint- 
ment of  Providence,  that  valuaUe  articles  are,  in 
almost  all  instances,  obtained  by  labor,  but  still 
this  is  an  accidbktal  not  an  bssbntial  circum- 
stance." And  this  we  have  seen  above  is  the 
very  expression  used  by  Bastiat,  no  doubt 
without  any  knowledge  of  Dr.  Whately  having 
preceded  him.  Now  we  have  shewn,  in  the 
Preliminary  Discourse,  that  utility,  materiality, 
durability,  scarcity,  and  in  fact  all  qualities  which 
reside  in  the  article  itself,  are  to  be  rigidly  ex- 
cluded from  the  conception  of  value,  and  that  it 
means  simply  exchangeability,  and  hence  neces- 
sarily requires  the  concurrence  of  two  minds. 

Now  this  is  precisely  the  doctrine  that  Bastiat 
enforces  with  ail  his  usual  clearness  of  conception 
and  vivacity  of  illustration.  This  he  considers  to 
be  the  true  fundamental  conception  of  the  science, 
and  that  its  true  objects  and  limits  are  to  inves- 
tigate and  develope  the  theory  of  value,  or  of 
exchanges. 

Now  this  is  the  restoration  of  the  Aristotelian 
doctrine  of  value,  and  it  is  beyond  all  comparison 
the  G&BATB8T  BBVOLUTioN  that  hos  been  effected 
in  any  science  since  the  davs  of  Galileo. 

It  is  true  that  objections  have  been  made  by  emi- 
nent writers  against  this  definition  of  the  science,  as 
being  too  narrow,  and  they  adhere  to  the  definition 
of  its  being  that  of  the  production,  distribution,  and 
consumption  of  wealth,  or  some  variation  of  it,  as 
being  more  comprehensive.    But  we  have  shewn, 

(PBEIilMINABTDlSCOUBSB;  CoNSUMPTIOll  ;  PbO- 

DucTion)  that  by  giving  a  proper  interpretation 
to  the  words  production  and  consumption,  Pko- 
DucTioN  AHD  CONSUMPTION  together  constitute 
ExcuANGB,  and  that  distribution  depends  upon 
the  number  and  the  character  of  the  exchanges 
effected.  We  have  shewn  that  an  error  infects 
the  common  use  of  the  word  consumption,  ex- 
actly analogous  to  that  which  infects  the  common 
use  of  value.  For  while  labor  is  the  accident  and 
not  the  essence  of  value,  destruction  is  the  acct- 
dent  and  not  the  essence  of  consumption.  In 
Political  Economy,  production  is  bringing  some 
service  to  the  market  for  sale,  consumption  is 
purchasing  it,  or  taking  it  out  of  the  market. 
Thus  it  is  consumption  and  not  labor  which  gives 
value  to  production.  Two  parties  who  wish  to 
exchange  are  each  producers,   and  each  oon- 
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snmera,  of  their  own,  and  each  other*8,  service. 
And  it  is  the  reciprocal  consumption  which  gives 
ralae  to  the  reciprocal  production,  and  the  com- 
plete transaction  constitutes  an  exchange.  Thns 
we  see  that  tiie  definition  of  Political  Economy 
proposed  by  J.  B.  Say,  and  so  much  in  favor  with 
writers  of  the  second  school,  is,  in  &ct,  reduced 
into  the  definition  of  the  third  school. 

Having  thns  firmly  settled  that  Political  Eco- 
nomy is  the  science  of  exchanges,  Bastiat  naturally 
follows  np  this  conception,  and  shews  that  any 
service  which  may  be  exchanged,  whatever  its 
natnre  be,  material  or  immaterial,  is  an  economi- 
cal element,  and  is  included  in  the  science,  and 
that  as  capital  is  only  a  particular  method  of  em- 
ploying an  economical  element,  any  service  what- 
ever may  be  capltaL 

He  has  also  clearly  seen  and  expounded  in  his 
Maudit  Arg^nU  the  tnie  doctrine  of  money.  He 
explains  that  it  is  the  representative  <^  services 
due  to  the  possessors  of  it,  or  of  Dbbt,  thereby 
at  once  establishing  the  great  doctrine,  that  money 
and  instruments  of  credit  are  homogeneous. 
This  is  the  true  fundamental  conception  of  the 
Theory  of  Money,  and  is  one  of  the  most  import- 
ant conceptions  ever  introduced  into  Political 
Economy.  It  is  the  true  criterion  of  the  limits 
of  the  currency,  and  we  have  shewn  its  immense 
importance  in  the  articles  Cubbbnct  and  Law. 
We  have  shewn  that  Law's  theory  of  money  is 
contrary  to  this  conception,  and  that  it  gives  the 
tme  solution  of  that  problem  in  monetary JBcience 
which  is  so  much  discussed  at  the  present  day. 
(Biix  OT  Exchanob;  Cbedit;  Cibszkowsiu; 
Hill,  Edwin.) 

There  is  only  one  point  on  which  Bastiafs 
eleamess  of  conception  has  been  at  fault.  We 
have  seen  above,  that  he  says  that  not  only  every 
existing  economical  element  may  be  used  as 
capital,  but  that  we  may  perform  the  ihvebsb 
operation,  and  utilise  future  services  by  turning 
them  into  productive  capital.  Now,  the  utilisa- 
tion of  future  services  is  gbbdit,  and  we  have 
shewn  (Pbblimimabt  Discoubsb  ;  Cbbdit)  that 
instiruments  of  credit  in  Political  Economy  are 
exactly  analogous  to  negativb  quantitibs  in 
Algebra  and  Natural  Philosophy,  which  have  a 
real  existence,  although  they  were  a  sore  puzzle 
to  the  early  Algebraists.  Now,  this  is  exactly 
Bafltiat's  conception  when  he  says  that  we  may 
perform  the  inverse  operation,  and  use  future 
services  as  productive  capital.  Bastiat  thus  sub- 
stantially acknowledges  the  great  doctrine,  that 
Credit  is  Capital.  But  in  an  article  on 
Credit,  in  the  Ce  qiCon  voit  et  ce  qnCon  ne  voit 
pas,  he  has  fallen  into  a  most  strange  inconsis- 
tency; for  he  there  ridicules  the  notion  that 
credit  is  wealth,  and  treats  it  merely  as  the 
transfer  of  existing  commodities.  Now,  we  have 
shewn  that  Mr.  Mill  has  fallen  into  exactly  the 
same  inconsistency  (Cbedit;  Mill,  John  Stu- 
abt).  In  one  part  of  his  work,  he  laughs  at  the 
notion  that  credit  is  productive  capital ;  in  ano- 
ther part,  he  maintains  that  bank  notes  are  capi- 
tal, and  also  bills  of  exchange,  which  he  says 
rightly,  are  not  generically  difierent  from  bank 
notes.  Now,  what  is  the  cause  of  these  manifest 
self-contradictions  in  these  two  eminent  writers  ? 
It  is  as  plain  as  the  sun  at  noon-day.  They  are 
most  remarkable  examples  of  the  Fallacy  of  Am- 
biguity,    In  different  parts  of  their  works,  they 


form  different  conceptions  of  what  credit  is.  In 
one  part  they  only  look  to  the  transfer  of  the 
article,  and  then  they  deny  that  credit  is  capital ; 
in  the  other,  they  look  to  the  circulation  of  the 
instrument  of  credit,  and  see  that  it  is  used  as  a 
substitute  for  money,  and  then  they  maintain 
that  credit  is  capital.  It  is  almost  needless  to 
say  that  of  these  two  conceptions,  the  latter  is 
the  true  one,  and  the  former  erroneous.  Instru- 
ments of  credit  are  real  independent  economical 
elements,  like  the  negative  quantities  in  algebra* 
and  may  be  used  as  capital. 

This  branch  of  the  subject,  however,  is  capable 
of  immense  development,  strictly  following  from 
Bastiat's  conception. 

In  short,  as  we  have  fully  explained  elsewhere 
(Pbblimiitabt  Discoubsb  ;  Capital),  confining 
Political  Economy  to  the  limits  of  positive  mate- 
rial quantities,  is  exactly  as  if  we  were  to  bring 
back  Algebra  to  the  narrow  bounds  of  Arithmetic, 
and  to  reject  incorporeal  forces  from  mechanics, 
and  invisible  elements  from  chemistry.  The 
battle  whether  incorporeal  elements  are  to  be 
admitted  into  Political  Economy  was  fought  in 
the  days  of  Gralileo,  who  could  not  get  his  oppo- 
nents to  believe  in  gravity  as  a  mechanical  force, 
because  it  was  incorporeal. 

In  185d,  without  the  slightest  knowledge  of 
Bastlat*8  works,  or  even  of  his  name,  but  merely 
seeing  the  ntter  confusion  that  reigns  in  the  cur- 
rent opinions  on  Political  Economy,  we  said 
(Introduction  to  VoL  II,  Theory  and  Practice  of 
Banking,  §  %6)  *'  Thb  time  has  comb  when  all 
Political  Ecohomt  must  bb  be-wbittbii.** 
And  this  we  repeat.  There  is  no  doubt  a  vast 
quantity  of  fragmentary  truth  ascertained,  but 
it  is  only  detached  portions,  without  due  sci- 
entific connection.  We  have  no  doubt  that  Bas- 
tiat has  obtained  the  true  fundamental  conception 
which  wUl  reduce  into  harmony  and  order  this 
vast  mass  of  ascertained  truth,  and  shew  its  con- 
nection. We  have  no  doubt  that  taking  his  con- 
ceptions, and  developing  them  in  a  sph'it  exactly 
conformable  to  that  on  which  the  physical  sci- 
ences are  treated.  Political  Economy  may  be 
raised  to  a  precision,  a  magnificence*  a  grandeur, 
and  a  compass  which  has  never  yet  been  dreamt 
of,  and  which  will  fit  it  in  all  respects  to  take  an 
equal  rank  with  the  most  complete  of  the  physical 
sciences. 

Bastiat  breathed  a  wish  (  Correspondence  Vol.  I, 
p.  204),  **  Je  ne  dissimule  pas  cependant  un  vqdu 
personnel.  Qui,  je  desire  que  cette  theorie  (de 
valeur)  rencontre,  de  monvivant,  assez  d'adeptes, 
(ne  ftit-ce  que  deux  ou  trois,)  pour  Stre  assart, 
avant  de  mourrir,  qu'elle  ne  tombera  pas,  si  elle 
est  vraie.  Que  mon  livre  en  suscite  seulement 
un  autre,  et  je  serai  satisfait."  We  rejoice  to 
think  that,  quite  independently,  we  have  formed 
exactly  the  same  fundamental  notions  on  all 
the  leading  points  in  Political  Economy  as  Bastiat 
did,  and  that  this  Dictionary  is  written  for  the 
express  purpose  of  constructing  the  Science  ot 
Political  Economy  on  those  very  conceptions. 
And  we  hope  that  this  may  bring  about  an  entente 
cordiale  between  the  economists  of  England  and 
France. 

It  is  to  France  that  we  must  probably  look  in 
future  for  the  best  economists.  It  is  natural  to 
find  the  best  physicians  where  diseases  are  most 
rife,  the  best  organized  fire  brigades  where  tildes 
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are  most  frequent.  In  England,  tbe  principles  of 
free  trade  are  triamphant,  and  almost  unques- 
tioned.   Consequently  there  is  no  longer  a  neces  • 
sity  to  defend  what  is  assumed  as  a  matter  of 
course.   But  in  France  the  case  is  different.    That 
pleasant  land  is  still  deeply  involved  in  econo- 
mical darkness,  and  consequently  it  is  there  that 
we  must  henceforth  expect  the  most  brilliant 
efforts  to  enlighten  it.    Notwithstanding  the  illus- 
ti'ious  men  who,  whatever  their  differences  may  be 
as  to  the  best  method  of  treating  the  subject,  are 
all  firmly  united  in  the  practical  part  of  it, 
namely,  the  principle  of  free  exchanges,  the  pro- 
gress of  these  opinions  is  apparently  but  slow  and 
disheartening,  and  yet  from  their  scientific  beauty 
they  seem  peculiarly  adapted  to  find  acceptance 
in  the  French  mind.    But  there  is  reason  to  hope 
veil.     The  sale  of  Bastiat^s  works   has  been 
immense,  considering  their  nature.   M.  Faillottet 
has  supplied  us  with  some  details  which  we  think 
will  interest  our  readers.    He  tells  us  that  of 
Bastiat's  smaller  works,  published  in  12mo,  and 
containing  the  Sophismes  and    the  pamphlets, 
there  have  been  sold  20,000  copies.    Of  Cobden 
et  la  ligtie,  in  the  first  edition  1000  copies ;  of  the 
Harmonies^  first  edition,  1000  copies,  of  the  second 
edition,  2000  copies.    At  the  end  of  last  De- 
cember, 1858,  of  his  complete  works,  in  6  vols. 
12mo,  16,600  volumes  had  been  sold ;  and  a  fourth 
edition  of  the  Harmonies  is  now  being  printed. 
This  must  indicate  progress,  too  slow  perhaps  to 
gi-atify  the  wishes  of  the  best  friends  of  France, 
but  it  must  be  sure,  and  we  fervently  hope  that 
it  may  not  be  long  before  the  fruits  of  so  much 
glorious  labor  may  begin  to  manifest  themselves. 
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from  1721  to  Christmas  1733,  in  which  the  case  of 
our  national  debts,  the  sinking  fund,  ^'c,  are  parti- 
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BAUDEAU,  NICHOLAS,  L'Abbe.-One  of 
the  most  able  and  ardent  of  the  disciples  of  Ques- 


nay,  or  the  Physiocrate  school  of  Political  Eco- 
nomy, was  born  at  Amboise,  27th  April,  1730. 
Being  destined  for  the  church,  he  began  to  study 
for  it,  and  he  became  a  regular  canon,  and  Pro- 
fessor of  Theology  in  the  Abbey  of  Chancelade. 
He  was  some  time  after  invited  to  the  capital  by 
M.  De  Beaumont,  the  Archbishop,  a  zealous  anti- 
Jansenist.  His  taste  inclined  more  to  science 
than  theology,  and  he  abandoned  his  clerical  posi- 
tion. In  1765  he  founded  a  journal  named  JEpkc" 
merides  du  Citoyen,  or  Chronique  de  tesprU 
national,  in  which  he  warmly  opposed  the  doc- 
trines of  Quesnay.  Dupont  de  Nemours  waa 
Editor  of  the  Journal  de  Vagricutture,  du  eom^ 
merce,  et  des  finances,  also  founded  in  1765» 
which  was  a  common  fighting  ground  for  the 
partisans  and  tiie  opponents  of  the  mercantile 
system.  Le  Trosne,  who  was  king^s  advocate  in 
the  bailiwick  of  Orleans,  attacked  some  of  the 
doctrines  maintained  by  Baudeau  in  his  paper. 
The  latter  prepared  a  series  of  letters  in  defence 
of  them,  the  first  of  which  was  inserted  in  Duponfs 
paper.  The  editor  inserted  it  with  some  com- 
ments of  his  own,  which  had  the  effect  of  con- 
verting Baudeau,  who  was  a  sincere  inquirer 
after  truth,  and  he  henceforth  became  an  ardent 
disciple  of  Quesnay.  In  1767,  the  partisans  of 
the  mercantile  system  had  strength  enough  to 
drive  Dupont  de  Nemours  from  the  editorship  of 
his  paper,  and  he  took  refuge  with  Baudeau. 
They  were  joined  by  the  Marquis  of  Mirabean, 
and  the  paper  was  then  called  Bibliotheque 
raisonnee  des  sciences  morales  et  politiques,  and 
became  the  earnest  advocate  of  free  trade 
doctrines,  and  the  uncompromising  antagonist  of 
the  spirit  of  monopoly,  in  all  its  shapes  and  forms. 
In  May,  1768,  Baudeau  resigned  the  editorship 
to  Dupont  de  Nemours,  but,  nevertheless,  con- 
tinued one  of  its  most  active  contributors.  Soon 
afterwards  the  Bishop  of  >VUna  gave  him  an 
ecclesiastical  appointment  in  Poland,  which  did 
not  seem  to  have  many  attractions  for  him,  as  he 
soon  returned  to  Paris. 

In  1772  the  publication  of  the  EphemSride^ 
was  stopped  by  a  royal  command.  When  Turgot 
was  appointed  minister,  Baudeau  revived  his 
paper  under  the  name  of  Nouvelles  JEphemhides 
economiques,  on  Bibliotheque  raisonnee  de  Fhistoire^ 
de  la  morale,  et  de  la  politique.  The  publication 
lasted  from  January,  1775,  to  June,  1776,  when 
that  great  minister  being  compelled  to  resign,  the 
paper  stopped. 

In  1771  Baudeau  published  his  Premiere  intro' 
duction  a  la  philosophie  economique,  on  Analyse 
des  etats  polices,  which  is  one  of  the  best  and  most 
lucid  expositions  of  the  Physiocrate  doctrines. 
During  the  administration  of  Turgot,  he  pub- 
lished a  reply  to  Necker's  work  on  the  corn  laws. 
Necker  was  a  strong  protectionist,  and  the  party 
opposed  to  the  government  and  free  trade  con- 
sidered it  a  masterpiece.  Baudeau,  however, 
completely  answered  him.  He  had  also<  written 
a  memoir  against  the  butchers*  bank  in  1768, 
w^hich,  however,  had  not  obtained  permission  to 
be  published.  In  1776  this  was  published  in  the 
Eph^m^rides  for  February,  and  in  the  same 
month  the  bank,  called  Caisse  de  Poissy,  was 
suppressed  by  Turgot.  ^Tukgot.)  The  farmers 
of  the  bank  prosecuted  him  for  libel,  but  Baudeau 
defended  himself  with  such  success  as  to  torn 
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public  opinion  in  his  favonr,  and  the  farmers 
were  obliged  to  abandon  their  case. 

Bat,  though  he  gained  his  cause,  it  was  a 
disastrous  victory.  Turgot  fell,  and  the  anger  of 
his  defeated  opponents  obtained  an  order  com- 
manding him  to  maintain  silence  on  all  subjects 
of  public  administration.  As  he  seemed  inclined 
to  resist  this  edict,  a  lettre  de  cachet  was  issued, 
exiling  him  to  Riom.  After  this,  Bandeau  seems 
only  to  have  published  one  short  tract  against 
Necker*8  system  of  finance  and  his  passion  for  loans. 

Baudeau*s  mind  is  said  to  have  given  way 
during  Uie  latter  years  of  his  life,  and  he  is  sup- 
posed to  have  died  in  1792.  He  was  a  man  of 
very  varied  acquirements.  He  was  a  member  of 
the  Academy  of  Bordeaux.  In  this  place  we 
shall  only  enumerate  his  economical  works.  We 
have  considered  the  doctrines  of  the  school  of 
Political  Economy,  of  which  he  was  one  of  the 
most  distinguished  members,  in  the  Pbei.iminakt 
Disco DKSB,  and  under  Phtsiocbatbs. 

Bandeau  was  the  founder  of,  and  a  very  active 
contributor  to  the  Ephhnerides  du  Citoyen^  or 
Chronique  de  Vtaprit  national^  1765-67,  which 
supported  Protectionist  opinions. 

in  1767  Bandeau  was  converted  to  free  trade 
opinions,  and  his  journal  was  henceforth  called 
Ephemhxdea  du  Citoyen,  on  BibliotKeque  raisoniiie 
des  sciences  morales  ei  polUiques^  Paris  1767-1772. 

in  the  first  and  ninth  numbers  of  this  work 
for  1768,  he  advocates  the  entire  and  complete 
freedom  of  trade  in  corn. 

The  chief  articles  in  this  journal  which  may 
be  cited  are  one  in  Part  I.  for  1767,  to  prove  that 
the  produit  net  of  land  is  the  only  national 
revenue,  and  that  upon  it  all  the  taxes  and  debts 
of  the  state  fall. 

Part  II. — Recherches  politiques  sur  les  terreurs 
popuUnres  qui  cause  le  hon  prix  des  grains^  et  sur 
Us  mayens  de  les  calmer,  De  Vorigine  et  de  la 
nScessUe  des  heredites  fondles. — Part  III.  JOu 
faste  public  et  privi — Vrais  principes  du  droit 
natureJ.  Part  YI.  Reflexions  sur  la  ri/orme  dans 
la  repartition  des  tailles.  Part  VIII — Du  sens  du 
mot  STEBILB  applique  a  Vindustrie.  Part  IX. — 
Dissertation  sur  la  non-productivite deVindxistrie. 
Part  XI. — Explication  du  Tableau  economique 
a  Af.  de  *  *  *  *  *  *  Reflexion  sur  Vordre 
ftaiurel  et  essentiel  des  societespolitiques,  et  critique 
des  **  Elimenis  du  Commerce  "  de  Forbonnais, 

1 768.  Part  1 . — Avis  au  peuple  sur  son  premier 
besoiuj  oupetits  traitSs  economiques  sur  Is  blS,  la 

jarine^et  lepain :  \re parties  De  Veniiere  etpar/aite 
Uoerie  du  comnurce  des  bUs.  Part  II. — Avis  au 
peuple^  6fc. :  2departie^  Traiti  sur  lamonture  des 
grains^  et  sur  le  commerce  desfarines.  Parts  IV 
and  V. — Avis  aupeuple,  &c. :  Smepartie,  TraitS 
sur  la  fabrication  et  le  commerce  du  pain,  et  sur 
le  vrai  moyen  de  pourvoir  aux  approvisionments 
publics.  Part  IX. — Risnltats  de  la  liberty  par* 
faite,  et  de  Vimmunite  absolu  du  commerce  des 
grainSf  de  lajarine,  et  du  pain;  et  consequences 
pratiques  de  ces  resultais.  Parts  X  and  XI. — 
Ava  aux  honnetes  gens,  qui  veulent  bienfaire,  dans 
lequel  on  leur  indique  les  moyens  de  procurer  au 
pauvre  peiqtle  du  pain  malleur  et  a  meilleur 
marc/U, 

1769.  Part  X. — Suites  des  Avis  au  peuple  sur 
la  cherts  du  pain  et  le  mcnopole  des  hies. 
Part  XII. — Lettres  a  M.  I'abbi  Oaliani,  sur  ses 
j/ieUogues  anti-iconomistes. 


770.  Part  Yll.^Lettre  a  Af.  BSarde  de 
VAbbaye,  sur  sa  critique  pretendue  de  la  science 
economique. 

In  the  Nouvdles  Ephemerides  his  principal 
economical  writings  are — 

1775.  Part  II. — Refutation  d^une  lettre  apolo^ 
getique  sur  les  corvees.  Part  III.  —  Memoire 
detaiUe  sur  les  taxes  payees  ci-devant  par  le 
poisson  de  mer,  frais  ou  saU,  qui  se  consommait 
dans  la  ville  de  Paris.  Part  IV. — Lettre  a  Jf. 
Necker,  sur  sen  eloge  de  Colbert,  Part  V. — Le 
profit  despeuples  et  le  proUt  du  roi,  eclaircissement 
demandes  a  Af,  Necher  sur  ses  principes  Scono- 
miqueSi  et  sur  ses  prqfets  de  legislation,  au  nom 
des  propriitaires  fonciers,   et   des   cultivateurs 

fran^ais. 

1776.  Part  II. — Mhnmre  sur  la  Caisse  de 
Poissy,  Parts  IV  and  V. — Observations  ScojW' 
mistes  a  M.  VAbbS  de  Condillac,  sur  son  livre 
"  Du  Commerce  etdu  Oouvemement."  Part  VI, — 
Memoire  sur  les  affaires  extraordxnjaires,  faites  en 
France  pendant  la  demiere  guerre,  depuis  1756 
jusqiCen  1768. 

His  writings  not  inserted  in  the  Ephemerides 
are: — 

Idees  dun  citoyen  sur  T  administration  des  finances 
du  Roi,    Paris,  1763. 

Idies  dun  citoyen  sur  le  commerce  dOrient,  et 
sur  la  Campagnie  des  Indes,  Amsterdam  and 
Paris,  1765. 

Idees  d'un  citoyen  sur  les  besoms^  les  droits,  ei 
les  devoirs  des  vrais  pauvres,    Amsterdam,  1 765. 

Lettres  sur  les  emeutes  populaircs,  qui  causent 
la  cherte  des  grains,  et  sur  les  precautions  du 
moment,    Paris,  1768. 

Lettres  dun  citoyen  sur  lea  vingti^mes,  et  autres 
impots.    Amsterdam,  1768. 

Premiere  introduction  d,  la  phUosophie  icono^ 
miquCf  ou  Analyse  des  Stats  polices.    Amsterdam, 

1771. 

Questions  pr(n>osees  d  Af.  Richard  de  Olasnih'e, 
sur  son  plan  dimposition  soi-disant  economique. 
Paris,  1774. 

Sur  I* Stat  present  de  Vagriculture  en  Angleterre 
iraduit  de  V Anglais,  avec  des  remarques  sur 
Veiat  de  Vagriculture  en  lYance.    Paris,  1778. 

Principes  Sconomiques  de  Louis  XII.,  et  du 
Cardinal  d  Amboise,  de  Henri  IV,,  et  du  due  de 
SMy,  sur  V  administration  des  finances  opposes 
aux  systemes  des  docteurs  modemes, 

Baudeau  announced  a  new  edition  of  the  EconO" 
mies  Royales  of  Sully,  but  only  two  volumes 
appeared. 

BAUDOXJIN,  A,— Formerly  Secretary  to  the 
1st  Chamber  of  Commerce  in  Algeria. 

Annuaire  des  Institutions  de  credit  financier^ 
commercial,  et  industrid  de  la  France,  et  desprin" 
cipales  places  de  V Europe,    Pai'is,  1853. 

BAUDPJLLABT,  HENEL- Assistant  Pro- 
fessor of  Political  Economy  at  the  College  de 
France,  was  born  28th  November,  1821,  the  son 
of  a  lawyer.  He  was  educated  at  the  College 
Bourbon,  and  gained  the  prize  in  philosophy  in 
1841.  In  1846  he  gained  the  prize  at  the  Aca- 
demic FranQaise,  for  his  eloge  on  Turgot ;  and, 
in  1850,  for  that  on  Madame  de  Stael.  In  1852, 
on  the  recommendation  of  M.  Michel  Chevalier, 
he  was  appointed  his  assistant  professor  at  the 
ColUge  de  fVance ;  and,  in  1853,  he  was  awaidcd 
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a  prize  at  the  Institute  for  his  Bodtn  et  son  temps, 
Jean  Bodtn  et  son  temps.    Paris,  1853. 
Manuel  de  VEeonomie  Politique.    Paris,  1857. 

This  mannal  is  a  sammary  of  the  lectures  de- 
livered by  M.  Bandrillart,  in  his  capacity  of  pro- 
fessor, and,  therefore,  it  demands  our  attention. 
We  are  happy  that  we  may  place  him  in  the 
third  school  of  Political  Economy,  namely,  the 
one  that  considers  exchange  to  be  the  fundamental 
conception  of  the  science.  He  says,  p.  8,  "  Nous 
definirous  dds  k  present  r^conomie  politique,  la 
science  qui  a  pour  objet  la  mani^re  dont  la 
richessie  se  produit,  s*echange,  se  diatribue,  et  se 
consomme ;  or,  comme  rien  de  tout  cela  n*a  lieu 
sans  travail,  et  sans  echauge,  et  comme  d'une 
autre  cote,  aucun  de  ces  travaux  et  des  ces 
echanges  ne  s*op^re  au  hasai'd,  il  s*ensuit  que  les 
lois  qui  president  au  travail,  et  k  Techange,  for- 
ment  le  veritable  champ  de  science  dconomique.'* 
Also,  p.  18,  "  Sous  les  rormes  diverses  quMl  rev^t, 
^change  d'id^es,  ^change  de  sentiments,  Techange 
est  le  lien  unique  de  la  soci^te,  il  en  est  un  des 
principaux  sous  sa  forme  specialement  industrielle. 
Sans  trop  faire  violence  au  language,  peut-etre 
pent  on  dire  que  certain  animaux  travaillent,  on 
pent  alter  peut-^tre  jusqu*  k  pr6tendre  que  la 
fourmi  capitalise,  mais  ils  n'^changent  point. 
L*cchange  est  la  sociabilite  en  action.  *  •  * 
L'echange,  pos6  en  t^te  de  T^conomie  politique 
resume  tout  la  reste.  II  n*y  pas  un  seul  fait 
^conomique  qui  ne  suppose  ce  fait,  et  qui  ne  s*y 
ram^ne.**  He  also  well  draws  the  distinction  be- 
tween Political  Economy  and  technology,  and  also 
between  it  and  statistics. 

He  excludes  immaterial  products  from  Political 
Economy.  As  we  have  fully  examined  the  sub- 
ject in  the  Preltminabt  Disgoubsb  and  under 
Capitax,  we  shall  say  no  more  about  it  here. 

On  the  meaning  of  Value  he  says  :  **  II  resulte 
de  ce  qui  vien  d'etre  ait,  que  la  valeur  ne  designe 
qu*un  rapport  d'echange,  elle  ne  fait  qu*  exprimer 
la  puissance  d'acquisition  d*un  objet  par  rapport 
aux  autres."  He  adopts  Bastiat's  definition  of 
Value.    (Bastiat.) 

He  adopts  the  principle  that  supply  and  de- 
mand regulates  all  exchanges,  p.  219 ;  and  he  sees 
that  Ricardo*s  law  of  cost  of  production  is  only  a 
particular  case  of  the  general  law. 

It  follows  from  the  preceding  extracts,  that 
M.  Baudrillart  holds  the  same  fundamental  con- 
ception of  the  nature  of  the  science  as  ourselves, 
although  his  work  is  divided  into  the  heads  of 
production,  distiibution,  and  consumption.  We 
think  it  may  be  better  treated  by  exclusively 
adopting  the  conception  of  exchange. 

On  the  subject  of  money,  M.  Baudrillart  has 
not  advanced  beyond  J.  B.  Say,  and  he  has  passed 
over  the  true  fundamental  conception  of  it,  which 
Bastiat  so  clearly  saw.    (Bastiat.) 

But  we  regret  to  say  that  on  the  subject  of 
credit  K.  Baudrillart  has  gone  altogether  astray, 
and  has  adopted  the  ideas  of  M.  Cieszkowski,  the 
modem  Law.  Most  truly  he  says  that  the  import- 
ance of  economical  laws  is  apparent  when  we  re- 
flect on  the  evil  of  adopting  false  ones.  A  false 
view  of  credit  will  ruin  thousands  of  families,  and 
perhaps  compromise  the  future  of  a  nation.  He 
then  cites  the  fatal  results  of  the  theories  of  Law, 
and  the  Convention.  But,  marvellous  to  say,  he 
has  adopted  the  very  ideas  he  so  strongly  con- 


demns. The  doctrines  of  Cieszkowski  are  the 
identical  doctrines  of  Law. 

M.  Baudrillart  treats  instruments  of  credit  as 
signs  of  wealth,  and  classes  them  togetiier  with 
Dock  warrants.  This  is  as  we  have  shewn  (Biu. 
OF  Lading  ;  Dock  Wabkrast  ;  Bii.l  of  Ez- 
G  hangs  ;  C&edit  ;  Law)  the  very  fundamental 
error  upon  which  Law  founded  his  theory  of  money. 
And  the  clear  understanding  of  the  fundamental 
distinction  between  them,  is  at  the  very  root  of 
Political  Economy. 

M.  Baudrillart  does  not  give  any  opinion  on  the 
disputed  question  whether  bills  of  exchange  are 
currency  of  not,  but  he  refers  to  M.  Chevalier's 
La  Monnaie,  which  he  says  exhausts  the  subject. 
We  may  therefore  infer  that  M.  Baudrillart  adopts 
the  opinions  of  his  eminent  colleague.  Now  M. 
Chevalier  entirely  adopts  the  opinion  that  bills  of 
exchange  are  currency,  together  with  money.  If, 
then,  bills  of  exchange  and  money  are  both  cur- 
rency, they  must  both  be  of  the  same  fundamental 
nature.  Consequently,  if  bills  of  exchange  are 
signs  of  wealth,  money  must  also  be  a  sign  of 
wealth.  The  very  error  which  is  at  the  root  of 
Lawism,  and  which  the  early  economists  had  so 
much  labor  in  combating!  Oh  I  no;  money  is 
not  a  sign  of  wealth,  nor  are  bills  of  exchange,  or 
instruments  of  credit.  Bills  of  lading  and  dock 
wan'aots  are  not  cbsdit.  Money  and  instru- 
ments of  credit  are  independent  entities ;  bills  of 
lading  and  dock  warrants  are  not  independent 
entities.  We  earnestly  entreat  M.  Baudrillart  to 
fly  from  the  doctrines  of  Cieszkowski  as  from  the 
plague. 

BAUBBT. 

Propriite  lUteraire,    Paris,  1850. 

BAXTER,  S.  S. 

The  poor  laws  stated  and  examined,  the  evils  of 
the  present  system  exposed,  and  a  plan  suggested 
for  placing  such  laws  on  a  firm  and  equitable 
basis,    London,  1831. 

BATAED,  F.  L. 

Memoires  sur  les  grandes  ressourcei  en  finances 
de  la  r^bliquefrangaise.    Paris,  1797. 

BATLDON,  J.  S. 

ITie  art  of  valuing  rents  and  tillages,  London 
1823.  Fifth  edition,  enlarged  by  J.  Donaldson, 
London,  1840.  Enlarged  and  adapted  to  the 
present  time  by  R.  Baker,  London,  1856. 

A  treatise  on  the  taluation  of  property  for  the 
poor's  rcUes.    London,  1828. 

BATLIS,  EDWABD. 

The  arithmetic  of  annuities,  and  life  assurrsncey 
or  compound  interest  simplified,  ^c.  London, 
1844. 

BAZABD  AMAND.  Bom  on  the  19th  Sep- 
tember, 1791,  was  one  of  the  founders  of  carbo^ 
narism  in  France.  In  1815,  he  distinguished 
himself  in  the  defence  of  Paris.  He  then  ob- 
tained a  lucrative  appointment  in  the  prefecture 
of  the  Seine.  Soon  afterwards  he  plunged  into 
politics  and  secret  societies,  one  of  which  was 
called  Amis  de  la  viriti.  Bazard  waa  considered 
as  the  chief  of  these  societies,  which  became 
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daogeroQS  to  the  throne  of  the  Bourbons.  These 
societies  being  found  out»  Bazard  hastened  to  give 
information  to  the  authorities,  which,  of  course, 
brought  on  him  the  bittei'est  reproaches  from  his 
associates.  He  then  withdrew  from  these  con- 
spiracies, and  devoted  himself  to  philosophical 
pursuits,  and  adopted  the  opinions  of  St.  Simon. 
In  1825  he  became  one  of  the  editors  of  their 
paper,  Le  Producteur.  This  paper  was  discon- 
tinued in  1826,  from  want  of  support,  and  Hazard 
and  the  St.  Simoniaas,  determined  to  elaborate 
and  complete  their  scheme  in  private  discussion, 
before  giving  it  to  the  world.  In  these  dis- 
cussions^  Bazard*s  talents  were  so  conspicuous, 
that  he  became  the  acknowledged  head  of  the 
sect.  In  1828,  the  St.  Simonians  again  came  be- 
fore the  world  bj  commencing  a  series  of  public 
conferences,  and  they  started  a  new  paper, 
L'Organisaiewr.  The  revolution  of  July,  1830, 
was  a  grand  opportunity  for  these  social  re- 
formers to  ventilate  their  theories,  and  fiazard 
became  very  popular.  The  sect  became  so  nu- 
merous now,  that  they  purchased  le  Olobe,  a  daily 
paper,  which  had  maintained  a  struggling  ex- 
istence for  some  years,  which  henceforth,  dm'ing 
the  short  remainder  of  its  career,  became  the 
organ  of  their  opinions. 

hazard  had  a  rival,  Enfantin,  in  the  sect,  and 
although  they  continued  to  act  for  some  time  to- 
gether, differences  at  length  broke  out,  and  in 
1831,  a  formal  schism  took  place.  Enfantin 
seems  to  have  been  much  the  more  powerful 
minded  man  of  the  two,  and  Hazard  found  him- 
self alone.  He  then  commenced  a  vehement 
attack  on  Enfantin,  charging  him  with  all  sorts 
of  fraud.  But  he  was  no  match  for  his  adversary, 
and  in  a  debate  in  which  he  was  hard  pressed  by 
Enfantin,  who  charged  him  with  inconsistency, 
he  was  struck  with  apoplexy.  He  retired  to 
Courtry,  near  Montfermeil,  and  died  there  on  the 
29th  July,  1832.  The  sect  wa/*  soon  afterwards 
broken  up  the  Government.  For  an  account  of 
the  doctrines  of  the  sect,  see  Socialism. 

BAZINaHILN,  7BAN90IS  ANDBE 
ABOTT  DB,  ^*B  Ttx)"!  17th  July,  1710,  at 
Boulogne-sur-mer,  of  a  family  of  English  origin. 
He  was  educated  at  Paris,  and  adopted  the  pro- 
fession of  tbe  law.  In  1741,  he  was  appointed 
judge  in  the  Cour  des  MarmaieSy  which  office  he 
held  for  30  years.  He  then  retired  to  his  native 
town,  and  took  a  very  active  part  in  promoting 
local  improvements  of  all  sorts,  especially  in 
founding  an  agricultural  society.  He  died  at 
Paris,  in  1791.  Besides  many  other  writings,  he 
pnbllshed : 

IVaiU  des  numnaies,  ei  de  lajutridicHon  de  la 
Cour  des  mofnuUeSf  en  forme  de  dictumnaire, 
Paris,  1764. 

This  work,  the  fruit  of  20  years*  official  ex- 
perience, has  always  been  held  in  the  highest 
estimation,  as  one  of  the  most  complete  on  the 
subject. 

Tables  des  monnaies  eourantes  dans  lea  quatre 
parties  du  monde,    Paris,  1767. 

BAZLEY.  THOMAS.  Formerly  president 
of  the  Chamber  of  Commerce,  and  now  M.P.  for 
Manchester. 

A  lecture  vpon  ootton  as  an  dement  of  industry. 
London,  1852. 


BEAL,  JAMES. 

Free  trade  in  Umd  ;  an  enquiry  into  the  social 
and  commercial  influence  of  the  laws  of  succession^ 
and  the  system  ofentailSf  as  affecting  the  land,  the 
farmer,  and  the  labourer ;  with  observations  on  the 
transfer  of  land.    London,  1855. 

BEABBLOCE,  JAMES. 

A  treatise  upon  tithes.  4th  edition.  London, 
1813. 

BEABDE  DE  L'ABBAYE.  Horn  probably 
at  Aix-la-chapelle,  where  he  was  a  doctor  of  law, 
civil  and  canon,  about  the  beginning  of  the  18th 
century.    He  died  at  Paris,  in  1771. 

Essais  d*  agriculture.    Hamburgh,  1768. 

Dissertation  qui  a  remporte  le  prix  d  la  soeiitS 
libre  iconomique  de  St.  Petersbourg  en  Vannee 
1768,  «ur  cette  question — Est  il  anaiUageux  d  ttn 
etat  que  les  paysajispossedsni  enpropre  du  terrain^ 
ou  quits  n'aientque  des  biens  mmbles^  etjusqu^  od 
doit  t^etendre  cette  prcprOtif  Amsterdam  and 
Paris,  1769. 

Jiecherches  sur  les  moyens  de  Sfupfprimer  les  un- 
pots  precedees  de  Vexamen  de  la  nouveUe  science, 
Amsterdam,  1770. 

La  feUcite  publique  consider  ie  dams  les  pay  sans 
cultivateurs  de  leurs  propres  terres.  From  the 
Italian  of  Yignoll.    Lausanne,  1770. 

KBAUJOUB,  LOUIS  AUOUSTE,  Haboh 

DE. 

A  view  of  the  commerce  of  Greece,  formed  after 
an  annual  average  from  1787  to  1797.  Trans- 
lated by  T.  H.  Borne.    London,  1800. 

BEAULISU,  CHARLES  GILLOTOE  DE. 

A  follower  of  Quesnay.  He  was  a  native  of 
Brittany,  and  a  very  voluminous  writer,  but 
little  is  known  of  him. 

Dimonstraiion  des  vices  de  Vimpdt  territorial 
en  nature,  Memovre  sur  la  suppression  de  certains 
impots,  adresse  a  V assembles  des  notables.  1787. 

Memoire  sur  les  droits  Jhodaux  prSsenti  d 
VAssembUe  Nationale.  1789. 

Reflexions  sur  la  necessiU  d'etablir  Venseigne- 
ment  de  la  science  de  Viconomie  politique. 

De  la  necessity  de  rendre  nos  colonies  independ^ 
antes,  et  de  supprimer  notre  acts  de  navigation, 

BEAUMONT,  CHABLZ8.  A  treatise  on  the 
Coal  trade.    London,  1789. 

BEAUMONT,   JEAN    LOUIS   MOBEAU 

DE.  Born  at  Paris  in  1715,  was  successively 
intendant  of  Poitou,  Franche  Cornt^  andPlanders. 
He  died  at  Mesuil,  22nd  May,  1785. 

Metnoire  concemant  les  impositions  et  droits  en 
Europe,    Paris,  1787. 

BEAUMONT,  J.  T.  BABBEB* 
An  Essay  on  Provident  or  Parish   Banks, 
London,  1816. 

BEAUSOBBE,  LOUIS  DE:-Bom  at  Berlin, 
22nd  August,  1730,  and  died  drd  December,  1783. 

Introduction  gtnerale  d  Petude  de  la  politique^ 
des  finances  et  du  commerce,    Amsterdaxn,  1771. 

Introduction  d  la  StatisHque, 
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BEAUVAI8,  J. 

Des  obstacles  au  credit,    Paris,  1850. 

BEAVES,  WYKDHAM: 

Lex  Mercatoria  rediviva;  or,  the  Merchants 
Directory.  London,  1761.  Fifth  edition  en- 
larged^ by  Mortimer.    London,  1792. 

A  civil,  commercial,  political,  and  literary  hiS' 
tory  0/  Spain  and  Portugal.    London,  1793, 

BECUNE,  V. 

Code  de  Commerce ;  livre  \er.    Paris,  1846. 

BECCARIA  BONESANA,  CESABE,  MA£- 
OHESE. — This  very  celebrated  philosopher,  one 
of  the  great  founders  of  the  science  of  Political 
Economy  in  Italy,  was  bora  at  Milan,  on  the  15th 
of  March,  1738.  He  was  the  son  of  the  Marquis 
Gian  Saverio  Beccaria  Bonesana,  and  of  Donna 
Maria  Visconti  da  Rho.  The  family  originally 
came  from  Pavia,  of  which  the  Beccaria  family 
held  the  goverament  for  a  short  time  in  the  four- 
teenth century.  He  was  educated  at  the  Jesuits 
College  at  Parma,  where  he  staid  eight  years. 
He  is  described  as  having  been  very  irregular  in 
his  application  to  work,  at  one  time  active  enough, 
but  at  others,  and  for  the  most  part,  indolent  and 
languid.  The  fact  appears  to  have  been  that  he 
was  soon  disgusted  with  the  frivolous  nature  of 
the  studies  prescribed,  the  feeble  imitation  of 
classical  phrases,  which  was  called  learning,  and 
the  barbarous  jargon  of  the  syllogisms,  which 
were  miscalled  argument. 

Beccaria  being  thoroughly  unsatisfied  with  the 
routine  course  of  study,  applied  himself  to  mathe- 
matics and  philosophy,  as  the  only  studies  capable 
of  giving  vigor  and  precision  to  thought,  but  the 
current  philosophy  of  the  day  was  as  bad  and 
weak  as  could  be.  In  this  state  of  utter  languor 
and  disgust  with  existing  studies,  the  fame  of 
Montesquieu*8  Lettres  Fersanes,  which  were  creat- 
ing an  extraordinary  sensation  in  France  and 
Italy,  reached  him.  The  freshness  and  vigor  of 
the  French  style  captivated  him;  he  felt  that 
there  was  something  at  last  worth  reading,  and  he 
threw  himself  with  his  whole  ardor  into  the  works 
of  the  Fi-ench  philosophers,  D'Alembert,  Diderot, 
Helvetius,  and  Bufibn. 

Matters  however  did  not  go  smoothly  with  him. 
The  extraordinary  ardor  with  which  he  embraced 
the  views  of  the  French  philosophers  highly  dis- 
pleased his  parents,  and  a  maiTiage  he  made  fiir- 
ther  irritated  them.  In  consequence  he  had  to 
leave  his  father's  house,  and  he  was  thrown  upon 
the  world  without  a  profession.  At  this  time  he 
suffered  much  distress  from  the  uncertainty  of  his 
future,  which  was  aggravated  by  his  being  na- 
turally of  a  melancholy  and  timid  disposition. 

At  this  time,  fortunately  for  himself,  he  became 
acquainted  with  a  stronger  mind  than  his  own, 
and  one  more  able  to  buffet  with  the  caprices  of 
fortune — Pietro  Verri,  who  had  just  returned  from 
the  army  in  Silesia,  in  1760,  and  who  afterwards 
became  so  famous  as  an  Fconomist  and  an  admi- 
nistrator.    (YSBBI,  PUBTBO.) 

Verri  soon  saw  through  the  character  of  his 
friend,  that  he  was  a  man  of  uncommon  genius 
and  a  noble  disposition,  but  of  a  temperament  so 
melancholic  and  timid,  that  he  never  would  have 
the  courage  to  do  anything,  without  the  inspira- 
tion of  a  stronger  mind. 


Verri  therefore  endeavoured  to  think  of  some 
plan,  by  which  he  might  engage  Beccaria  to  ap- 
pear before  the  public,  and  display  the  ability 
which  he  really  possessed.  A  good  opportunity 
scMu  presented  itself.  The  government  of  the 
Milanese  had  been  left  in  the  most  disgraceful 
state  by  the  Spaniards ;  everything  was  in  dis- 
order, and  among  other  things  the  bad  state  of 
the  currency  caused  universal  distress  among  all 
traders.  Verri  himself  had  commenced  those 
studies  in  Political  Economy  which  made  him 
afterwards  so  famous,  and  he  inoculated  Beccarui 
with  the  subject.  The  evils  of  the  degraded  cur- 
rency affected  every  one,  and  Verri  saw  that  if  he 
could  persuade  Beccaria  to  write  a  good  pamphlet 
on  the  subject,  it  would  necessarily  interest  every 
one,  and  bring  him  before  the  public. 

In  1762,  accordingly,  Beccaria  wrote  his  pam- 
phlet on  the  Bad  State  of  the  Milanese  Currency, 
which  was  printed  at  Lucca.  The  result  fully 
answered  Verri's  expectations.  It  created  a  very 
genera]  interest,  and  Beccaria*s  name  became  at 
once  known  to  the  public.  A  great  controversy 
immediately  arose.  The  Marquis  Carpani,  who 
thought  he  knew  a  great  deal  about  the  matter, 
was  piqued  at  Beccai'ia  writing  about  it,  and  he 
published  a  tract  called  Risposta  ad  un  amico 
sopra  le  monete,  in  which  he  advocated  the  very 
same  doctrines  that  Mr.  Lowndes  had  done  under 
similar  circumstances  in  England  (Lowndes), 
namely,  that  in  the  new  coinage,  a  new  valuation 
of  gold  and  silver  should  be  made,  and  that  the 
quantity  of  the  metal  in  the  new  coin  should  be 
conformable  to  the  price  of  bullion,  as  rated  in 
the  degraded  current  coins. 

On  the  21st  April,  1762,  a  proclamation  ap- 
peared denouncing  heavy  penalties  against  all 
who  carried  gold  and  silver  out  of  the  state.  This 
was  the  88th  which  had  been  published  since  the 
beginning  of  the  17th  century,  but  of  course  like 
all  similar  ones  everywhere  else,  it  had  not  the 
slightest  effect.  Beccaria*s  tract  appeared  in  July, 
1762,  and  so  low  was  the  state  of  economical 
knowledge,  that  its  principles  were  very  generally 
disputed,  just  as  those  of  Homer  were  a&r wards 
in  England.  Carpani,  whose  views  were  refuted 
in  it,  as  well  as  several  others,  attacked  him.  But 
he  did  not  want  allies ;  the  two  Verri  supported 
him,  and  in  a  humorous  dialogue  ridiculed  the 
doctrines  of  Carpani  and  the  lawyers.  In  Turin, 
Beccaria*s  tract  was  warmly  applauded. 

Verri's  object  was  obtained ;  Beccaria*s  consti- 
tutional timidity  was  overcome ;  he  had  appeared 
before  the  public,  and  had  secured  attention,  if 
not  conviction.  A  society  of  young  men  was 
formed,  among  whom,  besides  Beccaria  and  the 
two  Verri,  was  Frisi,  the  celebrated  mathema- 
tician, and  others.  This  society  started  a  paper 
somewhat  similar  in  style  to  the  spectator,  and 
named  it  //  Caffe.  It  discussed  all  subjects,  phi- 
losophical and  literary,  and  soon  attained  great 
fame,  from  the  vivacity  and  genius  with  which 
the  various  subjects  were  discussed.  It  lasted 
from  June  1764  to  June  1766,  and  is  still  consi- 
dered as  the  best  paper  of  its  kind  which  has  ever 
appeared  in  Italy. 

But  however  excellent  and  spirited  the  papors 
in  //  Caffe  were,  Beccaria  published  in  1764  the 
work  which  immediately  procured  him  a  Euro- 
pean reputation,  and  which  has  been  the  chief 
cause  of  his  fame  with  posterity.    This  was  his 
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De'ddiUe  e  ekUepent,  which  was  published  anony- 
mously at  Leghorn,  in  July,  1764.  As  this  work 
is  beyond  the  scope  of  onr  present  subject,  we  can- 
not of  course  give  any  account  of  it,  beyond  what 
affected  the  aathor^s  personal  history.  It  is  suffi- 
cient to  say  that  its  effect  was  instantaneous.  It 
was  already  ont  of  print  in  August ;  within  half 
a  century  it  went  through  twenty-eight  editions 
In  Italy,  and  it  was  translated  into  twenty-two 
languages,  being  more  than  any  other  book  except 
the  Bible.  It  excited  the  warmest  admiration 
throughout  the  whole  world.  Lord  Mansfield 
never  mentioned  the  name  of  the  writer  without 
a  token  of  respect.  Berne  sent  him  a  medal,  and 
all  countries  vied  in  doing  him  honor. 

In  1766,  he  was  invited  to  Paris  by  all  the 
literary  world,  along  with  Pietro  Verri.  But  he 
was  greatly  averse  to  move  from  his  own  country. 
Pietro*s  public  duties  prevented  him  from  going, 
but  he  strongly  urged  Beccaria  to  go,  and  after 
great  difficulty  persuaded  him  to  undertake  the 
journey,  and  sent  his  brother  Alessandro  with 
him,  to  strengthen  his  resolution.  At  last  he 
started,  but  when  he  reached  Lyons,  his  consti- 
tutional melancholy  so  completely  overcame  him, 
that  nothing  would  induce  him  to  go  on.  Pietro 
Verri  wrote  to  him  very  strongly  to  continue 
his  journey,  and  at  last  the  entreaties  of  Alessan- 
dro prevailed,  and  he  reached  Paris,  where,  of 
course,  he  was  most  warmly  received  by  all  the 
literary  society.  But  all  the  favor  and  kindness 
of  the  French  failed  to  reconcile  him  to  absence 
from  his  own  country ;-— on  the  contrary,  it  rather 
wearied  and  annoyed  him.  His  melancholy  re- 
turned stronger  than  ever,  it  became  a  sort  of 
morbid  nostalgia,  and  nothing  could,  keep  him 
from  hurrying  back  to  Italy,  where  he  arrived 
quite  unexpectedly,  without  even  stopping  to  see 
Voltaire,  much  to  Verri's  disgust. 

Catherine  II.,  of  Russia,  was  anxious  to  secure 
the  services  of  so  famous  a  man  as  the  author  of 
the  De'deHtti  e  delle  pene,  and  invited  him  to  St. 
Petersburg,  with  a  promise  of  suitable  employ- 
ment. Beccaria  communicated  this  offer  to  Count 
Firmianl,  the  Austrian  Governor  of  Lombardy, 
who  was  a  liberal-minded  man.  He  reported  it 
to  the  Government  at  Vienna.  Count  Kaunitz 
earnestly  desired  him  not  to  lose  so  estimable  a 
man  for  the  country.  Not  wishing,  however,  to 
impede  his  career,  Beccaria  was  allowed  to  go  to 
Kussia,  on  the  promise  that  he  would  return. 
Ue  decided  on  remaining  at  home,  and  in  Nov. 
1 768,  a  chair  of  Political  Economy  was  founded 
for  him  in  the  Palatine  school  of  Milan,  under 
the  name  of  Scienze  Camerali, 

This  was  the  second  chair  of  Political  Eco- 
nomy which  was  founded  in  Italy,  and  the  third 
in  Europe, — the  first  being  that  for  Grenovesi,  at 
Naples,  in  1754  (Genovesi),  and  the  second, 
that  at  Stockholm.  Beccaria  gave  his  first 
lecture  on  the  9th  January,  1769.  This  was 
published ;  but  the  remainder  of  the  course  was 
unfortunately  not  published  till  1804,  in  Cus- 
todies collection  of  the  Italian  Economists,  of 
which  Beccaria^s  writings  form  the  11th  and 
12th  volumes  of  the  modern  part.  As  we  have 
given  a  somewhat  full  analysis  of  Beccaina*s 
views,  which  are  extremely  interesting,  inas- 
much as  they  were  delivered  several  years  before 
the  Wealth  of  NaUont  was  published,  we  shall 
say  no  more  about  them  here. 


Henceforth  Beccaria  published  nothing,  for 
the  last  twenty-five  years  of  his  life  he  was  of 
great  use  in  the  administration  of  his  country, 
but  he  added  nothing  to  the  stock  of  science.  In 
fact,  his  constitutional  timidity  prevented  him 
from  putting  before  the  public  views  which 
would  provoke  opposition.  He  himself  said  that 
he  was  willing  to  be  the  apostle  of  humanity,  but 
not  its  martyr.  In  April,  1771,  he  was  elected 
a  member  of  the  Supremo  consiglio  d'Economiam 
This  Board  having  been  suppressed,  he  was 
appointed  a  member  of  the  Mapsirato  politico^ 
cameraie,  with  the  rank  of  councillor,  and  on  the 
19th  January,  1791,  a  member  of  the  Committee 
for  reforming  the  system  of  civil  and  criminal 
procedure. 

Though  he  published  nothing,  the  Board  of 
which  he  was  a  member,  comprising  his  friends 
the  two  Verri,  Neri,  Carli,  and  fVisi,  effected  an 
entire  reform  in  the  administration  of  the  pro- 
vince. Beccaria  was  frequently  called  upon  for 
reports  upon  various  subjects.  These,  with  one 
exception,  have  not  been  published,  but  the 
Baron  Custodi,  who  was  allowed  to  read  them, 
has  pronounced  the  warmest  eulogium  upon 
them.  In  consequence  of  one  of  them  the  Mila- 
nese currency  was  entirely  reformed,  and  in 
another  he  recommended  the  decimal  system  of 
weights  and  measures,  which  was  afterwards 
carried  out  by  the  French  convention. 

A  stroke  of  apoplexy  carried  him  off  on  the 
28th  November,  1793.  He  was  twice  married. 
By  his  first  wife  he  left  a  daughter,  and  by  his 
second,  a  son. 

Beccaria*s  economical  writings  which  have 
been  published  are : — 

Del  disordine,  e  de*  rimedj  delle  monete,  nello 
Stato  di  Jdilcmo,  nelV  anno  1762. 

This  excellent  little  tract  was,  as  above  stated, 
the  first  Beccaria  published,  at  the  request  of 
Verri.  It  contains  a  great  deal  of  thoroughly 
sound  doctrine  on  the  subject  of  money,  and 
value.  He  saw  through  the  fallacies  which  so 
long  blinded  so  many  persons  in  England  in 
1811,  and  subsequent  years. 

He  begins  by  certain  definitions,  among  which 
are,  *'I1  valore  h  una  quantity  che  misura  la 
stima  che  fanno  gli  uomini  delle  cose.** — 
**  Value  is  a  substance  which  measures  the  esti- 
mation in  which  men  hold  things."  "II  conio 
fatto  al  metallo  n^  aggiunge  nh  toglie  valore  alle 
monete,  non  altro  essendo,  che  un  solenne  attes- 
tato  di  che  rappresenta  la  nazione  della  quan- 
tity e  finezza  del  metallo.** — "  Coining  the  metal 
neither  adds  to,  nor  takes  away  from,  the  value 
of  money,  as  it  is  nothing  else  than  a  formal 
attestation  which  informs  the  nation  of  the  quan- 
tity and  fineness  of  the  metal.** 

Beccaria  then  bases  his  arguments  on  three 
propositions : — 

I  Una  equal  quantitii  di  metallo  dee  corris- 
pondere  ad  un  equal  numero  di  lire  in  ogni  moneta. 

II.  Come  il  totale  di  un  metallo  clrcolante  ^ 
al  totale  dell*  altro,  cosi  una  data  parte  di  un 
metallo  deve  essere  ad  una  equal  parte  dell*  altro 
metallo  in  ogni  moneta. 

III.  NeUo  stabilire  U  valore  delle  monete, 
non  si  dee  considerare  che  la  pura  quantity  di 
metallo  fino,  nessun  conto  facendo  n^  della  lega, 
n%  delle  spese  del  monetaggio,  n^  della  maggiore 
raffinazione  di  alcune  monete. 
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Of  these  propositions  the  first  and  third  are 
undoubtedly  true.  The  second,  in  the  terms  he 
has  stated  it,  is  as  unquestionably  false,  because 
it  is  perfectly  well  known  that  the  quantity  of 
silver  in  existence  is  much  more  than  fifteen 
times  as  great  as  the  quantity  of  gold.  The  best 
authorities  place  it  at  forty  times,  though  of  course 
it  must  be  to  a  great  extent  a  matter  of  conjecture. 
The  true  reason  why  silver  being  forty  times  as 
abundant,  is  only  fifteen  times  less  valuable,  is 
explained  in  the  Theoby  of  Pkigbs.  Beccaria 
is  opposed  to  any  seignorage  being  charged  on 
the  coinage.  It  is  strange  that  so  excellent  an 
economist  as  Beccaria  should  not  have  shaken 
himself  free  from  the  notions  of  the  mercantile 
system.  "  Qaesto  stato  di  gnerra,  in  cui  Obbes 
ha  crednto  essere  le  genti,  si  verifica  nel  commercio 
e  nolle  monete,  dove  ogni  nazione  cerca  d*arrichirsi 
coir  impoverimento  altrui,  e  oombatte  piii  coU* 
industria,  che  colli  armi." — "  That  state  of  war, 
in  which  Hobbes  believed  nations  to  be,  is  true 
in  commerce  and  money,  where  each  nation  tries 
to  enrich  itself  at  the  expense  of  every  other,  and 
fights  rather  with  industry  than  with  arms." 
As  Beccaria  wrote  this  treatise  very  young,  we 
need  not  be  too  severe  upon  him  for  not  having 
emancipated  himself  from  the  universal  prejudice 
of  his  day.  He  points  out  the  inutility  of  edicts 
in  regulating  the  value  of  money,  or  anything 
else.  In  the  second  part,  Beccaria  applies  his 
principles  to  the  circumstances  of  Milan,  and 
shews  that  the  same  era  in  which  tampering  with 
th^  currency,  and  the  issue  of  base  money  took 
place,  was  the  very  one  in  which  Italian  com- 
merce declined.  He  gives  some  valuable  tables 
of  the  currencies  of  different  countries.  But  he 
had  not  learnt  the  doctrine  of  Locke,  that  there 
ought  to  be  only  one  standard  metal.  He  wished 
to  adopt  the  medium  value  of  gold  and  silver 
throughout  Kurope ;  and  fix'  the  value  of  gold  to 
silver  at  14^  to  1. 

Elemeniti  di  Economia  'PubbUca, 

This  was  the  course  of  lectures  delivered  by 
Beccaria  in  1769,  but  not  published  till  1804,  in 
Custodies  collection  of  the  Italian  Economists. 
It  has  also  been  published  in  the  Classici  Italiani, 
Milan,  1822,  and  separately  at  Florence,  in  1854. 
The  opening  discourse,  or  Prolunone^  was,  how- 
ever, published  in  1769,  and  translated  into 
English.  This  course  derives  additional  interest 
from  the  fact  that  it  was  delivered  seven  years 
before  the  puUication  of  the  WeaUh  of  Nations, 
and  it  will  be  clearly  seen,  that  a  very  much 
greater  advance  had  been  made  in  the  science  of 
Political  Economy,  before  Adam  Smith,  than  is 
generally  supposed. 

Beccaria,  in  his  very  excellent  discourse, 
defines  Political  Economy  and  Commerce  to  be 
the  sciences  which  point  out  the  means  of  pre- 
serving and  increasing  the  wealth  of  a  State,  and 
making  the  best  use  of  it,  and  he  rejoices  that 
these  are  now  to  be  made  the  subject  of  public 
discussion.  A  mistaken  prudence  had  once  tried 
to  keep  them  secret.  Free  discussion  would 
dissipate  a  multitude  of  prejudice,  which  opposed 
the  truest  wisdom.  It  is  of  great  public  utility 
that  these  sciences  should  be  generally  cultivated. 
!Nor  is  it  sufficient  to  know  generad  principles 
only,  but  minute  details.  Every  Economical 
action  resolves  itself  into  procuring  the  greatest 
amount  of  labor,  and  services^  firom  the  members 


of  a  nation,  and  in  ihis  alone  consigts  the  true  and 
original  riohes,  muck  more  than  in  the  qtumtiiy  of 
the  precious  metals,  signs  only  which  run  to  the 
calls  of  industry  and  labor,  and  which  fly  from 
ignorance  and  indolence,  notwithstanding  every 
obstacle. 

Beccaria  saw  that  tiie  fundamental  conception 
of  Political  Economy  was  exchange,  ''  In  ogni 
tempo  vi  h  stato  cambio  di  cose  con  cose  recipro- 
camente  superfine  e  necessarie,  di  azioni  con 
cose,  di  azioni  con  azioni.'' — "  In  every  age  there 
has  been  an  exchange  of  products  for  products, 
reciprocally  superfluous  and  necessary,  of  ser- 
vices for  products,  and  of  services  for  services." 
This  description  includes  the  widest  description 
of  property  which  has  been  said  to  be  properly 
included  in  Political  Economy.  Beccaria  also 
says  that  it  was  necessary  to  have  a  multitude  of 
ages,  and  of  minute  facts,  and  experiments  upon 
which  to  rear  the  science.  He  says,  that  the 
first  seeds  of  Economic  Science  in  modem  times 
are  to  be  found  in  Bacon. 

In  his  lectures  Beccaria  defines  Political  Eco- 
nomy as  above,  and  defines  wealth  to  be  all  things 
useful  and  agreeable.  Everything  which  serves 
for  food,  lodging,  and  clothing  mankind,  comes 
firom  the  earth,-— either  vegetables,  minerals,  or 
animals.  The  means  of  making  the  best  use  of 
this  he  calls  Political  Agriculture,  and  forms  the 
first  object  of  Political  Economy.  These  raw 
materials,  however,  require  to  be  modified  by 
human  labor,  to  make  them  fit  for  human  use. 
This  process  is  called  manufacture,  and  is  f^e 
second  object  of  Political  Economy.  As  men 
have  usually  an  abundance  of  some  things  greater 
than  they  require,  and  are  in  want  of  others, 
they  reciprocally  exchange  them,— and  this  is 
called  commerce,  the  third  object  of  Political 
Economy. 

The  labor  of  men,  moreover,  requires  to  be 
protected  from  foreign  violence,  and  internal 
injustice.  Hence  arises  the  necessity  of  fleets  and 
armies,  and  administrators.  These  must  be  sup- 
ported by  taxation.  The  best  mode  of  levying 
and  applying  this  is  called  Finance,  and  is  the 
fourth  object  of  Political  Economy. 

The  fifth  and  last  object  of  Political  Economy 
he  calls  Government,  under  which  are  included 
the  sciences,  education,  good  order,  public  secu- 
rity and  peace. 

This  is  the  broad  outline  of  what  Beccaria 
considers  as  the  domain  of  Political  Economy ; 
and  it  will  be  seen  that  his  opinion  coincides 
very  much  with  that  of  many  influential  thinkers 
at  the  present  day. 

We  shall  now  present  our  readers  with  a 
short  abstract  of  Beccarla^s  mode  of  treating  the 
subject. 

He  begins  by  considering  the  case  of  a  number 
of  families  thrown  upon  an  uncultivated  land. 
They  might  live  for  a  considerable  time  on  the 
animals  of  the  water,  air,  and  earth,  wild  fruits, 
trees  and  roots;  they  might  clothe  themselves 
with  the  skins  of  animals,  and  dwell  in  caves. 
In  process  of  time,  after  having  tamed  many  of 
the  wild  animals,  their  own  observations,  and 
the  wants  of  the  rising  generation,  would  lead 
them  to  try  to  increase  the  natural  productions 
of  the  earth.  But  to  do  this,  they  must  surmount 
many  obstacles,  such  aa  clearing  the  land,  &a, 
which   would   require   time   and   instrttiiieats. 
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They  must  bave  seeds  to  plant,  and  during  this 
time  they  must  have  food  and  clothing.  The 
sum,  then,  of  all  things  which  are  necessary  to 
make  an  nncnltivated  land  frnitfal,  which  are 
the  foundations  of  culture,  and  without  which 
the  land  would  remain  desert,  he  calls  CAPirxL. 

The  land  being  thus  rendered  productive, 
must  be  kept  so ;  and  this  can  only  be  done  by 
reserving  from  the  first  year*s  produce  sufficient 
to  replant  it,  and  perform  the  same  operations 
over  again.  A  portion,  therefore,  of  the  preced- 
ing year's  wealth  must  be  appropriated  to  re- 
production, and  this  he  calls  annnud  provUion, 

He  then  annonnces  very  clearly  the  doctrine 
of  the  dimsion  of  labour,  which  Adam  Smith 
begins  with.  ^  From  these  families  spring  neces- 
sarily the  arts,  and  the  different  occupations  of 
men.  Each  one  learns  by  experience  by  apply- 
ing the  hand  and  the  mind  always  to  the  same 
kind  of  works  and  productions,  he  finds  the 
results  more  easy,  more  abundant,  and  better, 
than  tiiose  which  each  one  would  make  if  each 
one  by  himself  made  everything  necessary  for 
himself  alone;  whence  some  tend  the  flocks, 
some  card  the  wool,  some  weave  it.  One  culti- 
vates the  com,  another  makes  it  into  bread; 
another  makes  clothes;  another  builds  for  the 
husbandmen  and  workmen;  the  arts  thus  in- 
creasing and  linking  themselves  together,  and 
nen  in  this  manner  dividing  themselves  into 
various  classes  and  conditions  to  their  public 
and  private  advantage." 

The  labor  of  men  could  not  exist  without  some- 
thing to  work  upon,  nor  could  that  exist  unless 
the  earth  produced  it.  The  hand  of  man  modi- 
fies and  disposes  of  matter,  but  does  not  add  one 
atom  to  it.  But  in  order  that  man  may  work,  he 
must  have  materials  and  food,  and  necessaries, 
during  the  time  of  his  labor ;  it  thence  follows, 
that  the  value  of  every  production  is  composed  of 
the  valoe  of  the  raw  material  and  of  the  wages  of 
the  workman. 

These  wages  are  either  not  paid  in  money,  or 
they  are,  but  it  comes  to  the  same  thing,  because 
wiUi  money  everything  can  be  had.  Therefore 
the  true  wages  are  the  sum  of  the  necessary  and 
agreeable  diings  the  laborer  can  command. 
Therefore  these  wages,  or  these  things  necessary 
and  agreeable  to  life,  however  they  may  be  modi- 
fied, all  come  from  the  earth.  Hence  the  increase 
of  the  products  of  the  earth  is  an  increase  of  wages 
to  be  divided,  and  the  destruction  of  the  same 
products  is  a  destruction  of  the  same  wages. 

Hence  the  object  of  all  eccmomic  action  is  to 
encourage  the  greatest  possible  quantity  of  useful 
and  exchangeable  products,  and  to  remove  every- 
thing which  may  diminish  this  greatest  possible 
quantity. 

Agriculture  and  commerce  are  inseparably 
nnlted,  the  agriculture  of  one  state  supports  the 
industiy  of  another,  and  the  industry  of  the  latter 
enriches  the  agriculture  of  the  former.  Nations, 
therefore,  though  separate  politically,  are  in  re- 
ality united  by  moral  and  physical  laws.  There- 
fore, in  order  to  obtain  the  greatest  amount  of 
nsefiil  and  exchangeable  products,  men  must  labor 
diligently  on  the  earth,  or  upon  its  products, 
hence  it  is  the  great  end  and  the  first  principle  of 
PoUtieal  Economy  to  elicit  in  the  natives  the  greatest 
eunount  of  mseftU  labor^  ^at  is,  the  labor  which  pro^ 
duces  the  greatest  amount  of  exchangeable, products. 


The  ruling  principle  then  of  Political  Economy 
is  not  to  call  forth  the  greatest  amount  of  labor 
solely,  but  the  greatest  amount  of  useful  labor. 
Every  work  must  be  done  in  the  least  possible 
time,  and  at  the  least  possible  expence.  As  all 
the  laborers  must  be  supported  out  of  the  fruits 
of  the  earth,  the  more  time  and  expense  any  work 
costs,  the  more  products  of  the  earth  must  be 
given  for  it,  and  less  will  remain  to  encourage 
other  arts  and  other  works.  Hence  a  work  will 
be  less  useful  if  it  be  done  by  a  greater  number  of 
persons,  and  in  a  longer  time,  than  necessary. 

The  wants  of  man  are  always  being  renewed 
by  time,  and  life  is  supported  by  the  destruction 
and  alteration  of  matter.  He  must  be  clothed, 
and  the  tailor  must  be  famished  with  all  the  ma- 
terials, and  he  must  be  maintained  while  he  is 
working,  and  those  who  supply  him  with  mate- 
rials must  be  maintained  in  a  similar  manner, 
and  so  on  in  succession ;  hence  in  every  piece  of 
work  two  elements  enter  into  the  price,  one  the 
raw  materials  produced  by  the  earth,  and  the  other 
the  subsistence  of  all  the  persons  who  contribute 
to  its  modification.  This  subsistence  is  in  the 
first  place  also  supplied  by  the  earth,  and  it  is 
different  from  it  inasmuch  as  it  is  consumed, 
whereas  the  other  is  only  worked  upon,  until  it 
reaches  its  final  destination.  In  every  payment 
therefore,  t.«.,  in  every  passage  of  a  product  from 
one  hand  to  another,  there  is  always  one^[>art  of 
its  value  which  is  tumed  into  immediate  con- 
sumption. Hence,  if  the  value  of  the  raw  mate- 
rial be  subtracted  from  any  work,  the  remainder 
represents  the  sum  of  the  things  consumed,  or  the 
subsistence  of  all  the  persons  who  have  contri- 
buted directly  or  indirectly  to  the  work.  Hence 
subsistence  or  consumption  may  be  said  to  be  the 
universal  representative  of  all  sorts  of  labor; 
consumption  being  a  moro  extensive  word  than 
subsistence,  as  many  things  must  be  classed  with 
subsistence  which  are  consumed,  and  yet  are  not 
subsistence,  as  for  instance,  wood,  which  is  burnt. 

(We  may  here  remark  that  Beccaria*s  analysis 
of  price  is  manifestly  defective ;  if,  as  he  says, 
price  were  only  composed  of  raw  materials  and 
wages,  there  could  be  no  such  thing  as  accumula- 
tion by  commerce.  In  the  language  of  English 
economists,  Beccaria  says  that  price  consists  of 
rent  and  wages,  but  Adam  Smith  shews  that  price 
consists  of  rent,  wages,  and  profits,  out  of  which 
last  of  course  all  increase  or  commercial  wealth 
arises.) 

In  valuing  labor,  the  length  of  time  it  endures 
must  be  taken  into  consideration,  because  sub- 
sistence is  a  constant  want.  There  must  also  be 
considered  the  greater  or  less  quantity  of  work 
done,  and  the  greater  or  less  skill  it  requires,  the 
dangers  and  risks  in  working  it,  either  cm  account 
of  the  fragile  nature  of  the  material,  or  any  cir- 
cumstances which  maJie  it  noxious  or  hurtful  to 
health.  This  refers  to  the  value  of  the  labor,  be- 
cause other  considerations  affect  the  value  of  the 
thing  itself,  such  as  its  abundance  or  scarcity,  the 
greater  or  less  demand,  transport,  and  other  things 
which  influence  relative  value.  It  is  moreover 
impossible  to  fix  with  precision  the  intrinsic  value 
of  the  labor  of  man,  on  account  of  the  enormous 
multitude  of  circumstances  to  be  considered. 

But  it  nuiy  generally  be  deduced  that  arts 
among  nations  are  generally  in  proportion  to  the 
demand  for  them,  and  to  increase  the  arts,  it  is 
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necessary  to  increase  the  demand  for  them,  and 
the  means  to  support  them. 

Beccaria  then  enters  into  a  long  discussion  on 
population,  its  distribution,  and  the  progress  it 
makes  in  different  forms  of  society,  and  the 
changes  of  property.  Villages  will  most  abound 
where  the  land  is  in  the  hands  of  small  proprietors. 
Population  will  also  depend  on  the  employment 
which  the  owners  of  the  land  give  to  their  wealth, 
according  to  the  nature  of  the  government,  which 
however  is  beyond  the  scope  of  Political  Economy 
to  examine. 

It  is  most  important  also,  to  observe  that  popu- 
lation has  certain  natural  limits,  which  it  cannot 
exceed.  Man  is  the  result  of  certain  necessary 
natural  products,  which  come  from  the  earth,  and 
the  earth  can  increase  its  produce  to  a  certain 
extent,  but  not  indefinitely.  Man,  moreover,  re- 
quires the  help  of  animals,  and  they  too  derive 
their  nutriment  from  the  earth.  Population  in- 
creases therefore  as  much  as  the  means  of  subsist- 
ence increase.  And  these  means  increase  either 
by  the  improvement  of  agriculture,  or  by  the  pro- 
duction of  exchangeable  goods,  by  which  persons 
in  one  place  can  purchase  foreign  supplies. 

Beccaria  then  investigates  the  causes  which  re- 
strain the  increase  or  diminish  population,  which 
are  physical  and  moral.  The  first  of  these  is  a 
bad  climate,  or  an  unhealthy  situation ;  the  second 
is  epidemics  and  diseases.  The  moral  causes  are 
more  numerous  and  difiicult  to  remove.  The  first 
is  ignorance,  and  want  of  civilization.  (In  Ire- 
land this  was  a  cause  of  increase.)  The  second 
moral  cause  is  the  different  customs  of  marriages, 
which  are  diminished  for  different  reasons,  such 
as  the  decreasing  value  of  labor,  dissolute  habits, 
moral  restraint,  excessive  luxury  in  the  upper 
classes,  which  the  inferior  ones  imitate,  the  im- 
mense disproportion  of  property  from  the  caprice 
of  testators.  The  third  moral  cause  is  celibacy, 
overabundance  of  monks,  &c.  The  fourth  cause 
is  that  luxury,  which  supports  the  less  useful 
classes,  at  the  expence  of  the  more  useful  ones. 
The  fifth  cause  is  emigration,  which  arises  either 
from  want  of  subsistence  or  work,  from  the  weight 
of  taxation,  or  the  excessive  levies  of  soldiers, 
which  the  best  politicians  say  ought  not  to  exceed 
1^  per  cent.  The  sixth  and  last  cause,  is  the  in- 
crease of  the  towns  at  the  expense  of  the  country, 
and  its  arts.  Beccaria  says  that  the  causes  of  the 
diminution  of  population  may  be  reduced  to  these 
heads,  and  enlarges  upon  them.  He  then  describes 
the  different  modes  of  estimating  the  number  of 
the  population,  and  discusses  their  rates  of  mor- 
tality at  considerable  length.  This  concludes  the 
first  part  of  his  Elements. 

The  second  part  treats  of  the  philosophy  of 
agriculture,  which  he  calls  politicsd  agriculture, 
that  is  the  means  by  which  agriculture  is  im- 
proved, its  influence  on  public  wealth,  the  propor- 
tion between  the  produce  of  the  earth,  and  the 
arts,  and  professions,  and  how  obstacles  to  it  may 
be  removed.  By  political  agriculture,  he  means 
tilling  the  earth,  pasturage,  fishing,  the  chase,  and 
mining.  Beccaria  then  describes  minutely  the 
obstacles  which  hinder  the  increase  of  production 
in  agriculture. 

He  then  enters  upon  the  much  disputed  ques- 
tion of  large  and  small  farms,  and  enlarges  upon 
the  advantages  which  the  advocates  of  la^e  farms 


allege  In  favor  of  the  system,  but  he  does  not  pro- 
nounce an  opinion  himself. 

He  then  enters  at  considerable  length  into  the 
different  kinds  of  the  produce  of  the  earth. 

In  the  next  chapter  he  discusses  the  various 
modes  proposed  for  regulating  the  market,  and 
advocates  entire  free  trade  in  coin,  and  shews 
that  the  free  competition  of  buyers  and  sellers 
only  is  capable  of  determining  the  just  value  of 
things.  He  discusses  the  various  regulating 
duties  proposed  by  different  parties,  to  insure  a 
supply  of  com,  and  guard  against  famine,  public 
magazines  &c.,  and  shews  their  inutility,  and 
finally  concludes  In  favor  of  unlimited  free  trade, 
both  in  the  growth  and  sale  of  com,  and  manu- 
facture of  bread.  The  only  edict  he  says,  which 
is  warranted  by  the  tme  principles  of  Political 
Economy  is  **Let  any  one  who  pleases  make 
bread,  and  how  he  pleases,"  private  interest  will 
do  more  for  the  public  advantage  than  the  most 
rigid  laws. 

Beccaria  then  treats  of  the  production  of  wood 
for  friel,  and  strongly  advocates  the  improvement 
of  transport,  the  construction  of  canals,  and  to 
cheapen  the  price  of  it,  and  says,  that  forests 
may,  perhaps  from  their  peculiar  nature,,  be 
subjected  to  certain  regulations,  notwithstanding 
the  general  rule  of  absolute  free-trade;  and 
examines  objections  to  this  interference.  He 
then  treats  of  the  culture  of  silk  worms,  and  other 
objects  of  agriculture. 

The  next  subject  of  investigation  is  the  pasto- 
ral department  of  agriculture,  including  slaves. 
He  then  touches  very  slightly  on  mining,  fishing, 
and  hunting.  On  the  subject  of  metals  he  ob- 
serves that  though  it  is  the  object  of  every  man 
to  obtain  eold,  which  gives  command  of  all  the 
pleasures  oi  the  earth,  yet  true  politicians  have 
always  observed  that  it  is  much  more  advanta- 
geous to  a  nation  to  be  under  the  necessity  of 
acquiring  it,  than  to  possess  it  in  themselves. 
To  acquire  it  involves  movement,  action,  labor, 
which  is  the  life  and  soul  of  the  body  political, 
to  possess  it  in  the  soil,  is  a  soporific  drug  to  all 
industry.  The  possession  and  working  of  iron  is 
infinitely  preferable  to  that  of  gold  and  silver ; 
and  every  nation  which  possesses  iron,  should 
diligently  work  it,  as  an  inexhaustible  fountain 
of  all  the  works  of  man.  Fishing  and  hunting, 
too,  deserve  the  regard  of  the  Economist. 

The  third  part  of  the  Elements  relates  to  arts 
and  manufactures.  The  general  course  of  treat- 
ment is  very  much  the  same  as  that  of  agriculture. 
He  enumerates  the  different  sorts,  the  obstacles 
to  their  increase,  such  as  the  deamess  and 
scarcity  of  labor,  excessive  taxation,  and  what 
is  somewhat  remarkable,  he  enumerates  among 
them  the  custom  of  persons  placing  their  money 
in  public  banks  which  pay  interest,  which  he 
seems  to  think  withdraws  money  from  trade, 
the  very  same  objection  as  had  been  made  in 
England  to  the  Bank.  Another  obstacle  is 
monopoly,  and  exclusive  privileges  which  are 
given  to  one,  when  many  others  are  ready  to 
undertake  the  same  work.  An  art  which  remains 
in  the  hands  of  one,  or  of  few,  must  always  be 
languid  and  imperfect,  and  unable  to  stand  against 
the  competition  of  similar  arts  in  other  countries, 
where  they  are  free,  which  produces  emulation, 
goodness  of  quality,  and  cheapness ;  hence  demand 
will  always  go  to  a  fr'ee  country,  and  not  to  one 
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where  severe  monopolies  exist.  These  are 
always  unjust  and  noxions,  either  in  favor  of  a 
new  trade  or  an  old  one.  Those  who  ask  for 
exclusive  privileges  want  either  the  power  to 
cheat  with  impunity,  or  by  the  power  of  the  law 
to  tyrannize  over  the  buyer.  Free  competition 
in  manufactures  lowers  their  price,  and  improves 
their  quality,  and  increases  their  market,  which, 
in  the  long  run,  does  not  diminish  individual 
profits. 

Beccaria  then  considers  which  of  the  arts  it  is 
most  advantageous  for  a  country  to  have,  and 
the  best  oi'der  of  their  introduction,  and  decides 
in  favor  of  the  most  necessary  ones  first,  and  so 
on  gradually  to  those  of  luxury.  The  objects 
which  a  well  regulated  system  of  manufactures 
should  aim  at,  are  goodness,  variety,  and  cheap- 
ness. 

The  fourth  and  last  division  of  his  lectures 
treats  of  commerce,  the  most  extensive  depart- 
ment of  the  subject. 

The  different  and  successive  wants  of  men 
determined  and  suggested  the  different  opera- 
tions devised  to  satisfy  them.  Ignorant  and 
savage  men  who  only  think  of  the  present,  and 
have  no  regard  for  the  future,  content  themselves 
with  very  little.  Thus  the  arts  and  productions 
of  a  hunting  people  are  very  few.  Those  of  a 
pastoral  people  are  more  and  more  complicated. 
Still  more  so  are  those  of  an  agricultural  people, 
and  productive  operations  being  rendered  more 
easy  and  more  certain,  gradually  superabundance 
springs  up  of  things  beyond  what  is  necessary  to 
satisfy  each  one*s  wants.  Thus,  if  one  has  a 
superabundance  of  one  thing  more  than  he  wants, 
and  requires  something  of  which  some  one  else 
has  a  superabundance,  they,  reciprocally  ex- 
change. Every  one  finds,  too,  by  experience, 
that  it  is  easier  always  to  make  the  same  thing, 
rather  than  different  ones,  thus  he  is  induced  to 
multiply  the  quantity  of  some  single  production, 
to  have  more  than  he  requires  of  i^  which  he  can 
then  exchange  for  other  things  that  he  wants, 
these  other  things  being  multiplied  with  the  very 
same  view.  Thus  commerce  is  bom,  and  a  new 
era  opens  up  for  the  refinement  and  perfection  of 
the  human  race.  And  as  at  first  nothing  was 
esteemed  except  in  proportion  as  it  was  useful 
to  satisfy  the  exigencies  and  comforts  of  life, 
from  which  came  the  idea  and  the  name  of 
Valub,  that  is,  it  was  something  which  had  the 
power  to  answer  some  end,  thus  in  this  last  state 
things  began  to  be  esteemed  according  as  they  could 
procure  other  things.    Hence  absolute  value 

BECAME  lEI  consequence  BELATIVE,  AND  EX- 
CHANGEABLE, AND  CAME  TO  SIGNIFT  THE  POWBB 
WHICH  ANT  OBJECT   HAS   TO   BE   EXCHANGED   FOB 

ALL  OTHEB  THINGS,  and  the  quantity  of  anything 
which  must  be  given  for  any  oAer^  determined^  and 
is  called  the  price  of  that  other.  Hence  the  first 
object  of  this  part  is  the  theory  of  value,  and  the 
price  of  things.  From  this  it  came  that  for 
certain  indispensable  and  general  reasons,  that 
species  of  merchandize  which  is  most  easily  ex- 
changeable became  the  common  measure  and 
stan&rd  of  comparison  of  all  other  things,  and 
measures  the  value  of  all  things.  And  this  com- 
mon measure  is  called  money.  Hence  the  second 
object  is  the  theory  of  money.  Competition  is 
the  third  object.  And  as  commodities,  and 
chiefly  money,  the  universal  merchandize  and 
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standard  of  value,  pass  from  hand  to  hand,  which 
is  called  circulation,  giving  rise  to  many  com- 
plicated phenomena,  the  investigation  of  these 
is  the  fourth  object.  International  trade  is  the 
fifth  object.  From  these  complicated  transac- 
tions springs  inequality  of  riches,  the  sixth 
object.  The  seventh  object  comprises  loans  and 
the  interest  of  money.  The  eighth  object  is  the 
Foreign  Exchanges.  The  ninth  object  is  the 
sj'stem  of  banking,  and  the  public  funds.  The 
tenth  object  is  public  credit,  which  springs  from 
the  last.  The  eleventh  comprises  commercial 
regulations.    The  last  relates  to  speculation. 

Beccaria  then  enters  upon  the  theory  of  value 
and  prices.  All  economic  entities,  he  says,  may 
be  odled  values,  which  are  more  or  less  es- 
teemed, and  they  are  esteemed  in  the  first  place 
according  to  their  capacity  to  satisfy  some  human 
wants ;  and,  secondly,  according  to  their  rarity 
and  difficulty  of  attainment.  That  is,  in  modern 
language,  according  to  the  intensity  of  the  de- 
mand and  the  limitation  of  the  supply.  Air  and 
water,  which  are  universally  diffused,  though 
necessary,  have  no  value,  nor  has  anything,  how- 
ever scarce  it  is,  which  is  not  wanted,  fiut  this 
utility  and  scarcity  are  relative,  not  absolute,  for 
many  things  have  ceased  to  be  useful,  because 
others  more  useful  have  been  substituted  for 
them,  or  less  expensive.  The  value  of  other 
things,  on  the  contrary,  sometimes  increases, 
because  new  uses  are  discovered  for  them. 

Beccaria  then  enters  into  a  minute  analysis  of 
the  values  of  different  articles, — the  word  value 
being  invariably  used  to  denote  the  relative 
quantities  in  which  objects  will  exchange,  and 
the  causes  of  the  changes  of  value.  He  shews 
that  the  value  will  always  tend  to  rise  with  an 
increase  of  demand,  and  to  diminish  with  the 
increase  of  supply,  but  that  there  is  a  fixed  point 
to  which  the  value  of  things  tends  to  approach, 
and  that  point  to  which  the  exchangeable  value 
of  things  gravitates  is  the  labor,  or  the  time 
necessary  to  produce  them.  *'  Hence,"  he  says, 
'*the  vsJue  of  anything  upon  which  labor  is 
bestowed  will  increase  in  proportion  to  the  time 
necessary  to  work  at  it,  and  if  a  greater  number 
of  persons  are  employed  at  the  same  time  on  this 
work,  it  will  also  increase  in  proportion  to  the 
number  of  persons  employed  on  the  said  work. 
And  to  express  the  said  proportions  in  one  sen- 
tence, it  is  sufficient  to  say  that  the  measure  ot 
this  value  of  time  and  persons  will  be  the  sub- 
sistence which  the  said  persons  consume  in  the 
said  time."  It  is  natural  that  every  one  should 
estimate  the  value  of  his  own  work  by  its  dura- 
tion, and  that  this  duration  should  be  valued  by 
the  things  which  the  workmen  consume. 

Thus  it  will  be  seen  that  Beccaria  entirely  an- 
ticipated the  doctrine  of  Adam  Smith,  and  Ri- 
cardo,  when  the  one  said  that  the  value  of  things 
was  measured  by  labor^  and  the  other  by  cost  of 
production.  But  he  skilfully  avoided  the  errors  to 
which  tiie  doctrines  of  these  eminent  writers  lead ; 
for  he  shews  that  though  this  is  the  tendency  of 
prices  under  equal  circumstances  of  production, 
yet  if  any  could  produce  cheaper  than  the  rest, 
these  would  gain  the  benefit  of  the  reduced  cost 
of  production,  until  increased  competition  reduced 
the  price.  Being  the  very  doctrine  we  have 
maintained  in  our  Elements^  that  no  change  in 
cost  of  production  can  cause  a  change  of  value^ 
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without  a  change  in  demand  and  supply.  When 
there  is  competition  (and  Beccaria  should  have 
added,  an  nidimited  supply)  the  price  will  be 
fixed  by  him  who  can  produce  cheapest.  He 
then  shews  that  an  alleged  distinction  between 
extrinsic  and  intrinsic  y^ue  was  unfounded. 

Beccaria  then  investigates  the  nature  of  money, 
as  the  merchandize  which  is  always  exchange- 
able, and  for  that  reason  is  used  as  a  common 
measure  of  value.  From  this  definition,  there 
are  two  principal  uses  of  money,  one  to  be  the 
representative  sign  of  a  determinate  quantity  of 
everything  else,  and  the  other  to  be  a  pledge,  and 
a  security  that  the  owner  can  obtain  these  de- 
terminate quantities.  In  this  place,  although  he 
has  made  use  of  the  expression  represeiUoHve 
sign^  the  same  which  beguiled  John  Law,  and 
was  the  fundamental  error  of  his  system,  and 
which  Turgot  and  the  early  French  economists 
were  at  so  much  pains  to  refute ;  yet  it  is  per- 
fectly plain  that  Beccaria*s  error  is  only  in  ex- 
pression^ and  not  in  conception.  He  fully  under- 
stood that  money  is  an  independent  and  se- 
parate merchandize;  and  he  also  saw  that  its 
nature  is  analogous  to  that  of  a  bill  of  exchange, 
namely,  a  secm*ity  for  a  future  exchange,  which 
Aristotle  saw. 

Beccaria  then  investigates  the  origin  of  money, 
and  the  reason  why  gold,  silver,  and  copper 
came  generally  to  be  used  as  money.  These 
metals  enter  into  commerce  exactly  in  the  same 
way  that  everything  else  does,  and  their  value 
depends,  exactly  in  a  similar  manner,  on  supply 
'  and  demand. 

Grold  and  silver  became  money  because  they 
were  merchandize  of  universal  exchangeability. 
Various  circumstances  then  pointed  out  the  ad- 
vantage of  having  them  divided  by  public  autho- 
rity into  pieces  of  equal  weight  and  fineness. 
Hence  coining  by  public  authority,  but  this  coin- 
ing was  only  a  sign  which  certified  the  weight 
and  the  fineness  of  the  money. 

Beccaria  then  shows  how  both  silver  and  gold 
became  money,  and  were  used  as  measures  of 
each  other.  He  says  that,  if  they  were  both 
simultaneously  placed  in  the  market,  they  ought 
to  exchange  in  the  inverse  proportions  of  these 
quantities,  if  the  demand  for  one  teas  not  stronger 
than  the  demand  for  the  other.  This,  however,  is 
the  case,  and  illustrates  a  principle  of  very  wide 
application  in  Political  Economy,  for  whereas  the 
quantity  of  silver  is  about  40  to  1  compared  to 
that  of  gold,  its  value  is  about  1  to  15  to  gold. 

He  then  enters  into  tJie  considerations  affecting 
the  circulation  of  gold  and  silver  as  money  simul- 
taneously, and  shews  that  if  they  are  not  valued 
in  the  coins  according  to  their  market  value,  the 
metal  which  is  undervalued  will  be  exported,  as 
has  been  abundantly  verified  in  numerous  coun- 
tries. He  also  enters  most  minutely  into  the 
effects  of  a  disordered  state  of  the  currency,  of 
which  he  had  a  flagrant  example  in  the  state  of 
Milan.  The  phenomena  of  circulation  are  then 
minutely  analysed. 

Up  to  the  present  time  only  the  exchange  of 
material  products  has  been  considered,  but  com- 
merce is  a  very  extensive  word,  and  includes  the 
successive  series  of  exchanges,  of  all  economic 
services.  The  definition  of  commerce  as  the  ex- 
change of  the  superfluous  for  the  necessary  is 
scarcely  exact,  and  a  better  definition  is  the  ex- 


change of  things  which  are  less  nseful  for  those 
that  are  more  useful,  the  word  useful  being  em- 
ployed in  its  primary  and  general  sense,  as  every- 
thing which  ministers  to  our  necessities,  or  wants, 
or  pleasures,  physical  or  moral. 

Commerce  is  usually  divided  into  internal  and 
external.  Internal  commerce  is  that  made  within 
the  boundaries  of  a  state ;  external,  the  exchange 
of  anything  whatever  which  is  produced,  or  manu- 
factured, or  at  least  represents  any  value  or  any 
service  done  by  the  members  of  one  state  with 
those  of  another.  This  distinction,  however,  only 
regards  the  political  liMts  of  a  state,  and  imme- 
diately affects  the  sovereign.  He  then  discusses 
home  and  foreign  trade,  in  which  however  we  do 
not  think  he  has  been  successful,  as  he  thinks  that 
the  profit  of  one  man  is  made  at  the  expense  of 
another. 

He  points  out  that  an  increase  of  the  currency 
may  be  hurtful  to  a  nation,  ajs  it  may  drive  pur- 
chasers away  from  an  increase  of  price. 

The  balance  of  trade,  which  many  people  make 
so  much  of,  is  impossible  to  be  asceiiadned,  but 
there  are  four  signs  which,  if  they  happen  con- 
cun-ently,  prove  that  a  nation  is  advancing  in 
wealth.  1.  Increase  of  population.  2.  The  pro- 
sperity and  extension  of  agriculture.  3.  The 
decrease  in  the  rate  of  interest.  4.  A  rise  in  the 
prices  of  things  in  general.  These,  If  they  happen 
altogether,  infallibly  prove  that  a  nation  is  ad- 
vancing in  wealth. 

Beccaria  then  discusses  the  natnre  of  interest. 
He  defines  interest  as  the  utility  which  any  per- 
son receives  from  the  use  of  anything,  whilst  the 
property  of  it  remains  with  its  owner.  Every- 
thing may  produce  such  an  utility,  hence  every- 
thing may  have  its  appropriate  and  natural 
interest.  Thus,  the  interest  of  the  earth,  the 
original  function  of  all  wealth,  is  its  constant  and 
periodical  reproduction ;  the  interest  of  labor  is 
the  wages  paid  for  it,  the  interest  of  personal 
services,  studies,  &C.,  are  the  fees  paid  for  them, 
the  interest  of  the  manufacturers  consists  in  the 
gain,  they  make,  deducting  the  cost  of  production. 
The  interest  of  all  Industry  is  the  profit  such 
industry  produces,  so  long  as  the  workman  has 
the  right  to  employ  it.  The  value  of  all  these 
things,  land,  labor,  services,  mannfiu^tures,  com- 
merce, is  measured  by  moncry ;  consequently,  the 
interest  of  money  is  the  ntUity  which  may  arise 
from  this  money,  as  representing  each  of  these 
values.  But  he  has  said  that  subsistence  is  the 
common  measure  of  all  these  values,  and  their 
universal  representative.  Subsistence  is  the  utility 
which  measures  all  other  ntilities,  and  this  utility 
comes  from  the  earth,  hence  every  sum  of  money 
represents  some  portion  of  the  earth,  and  the  in- 
terest of  this  money  represents  the  annual  frolt 
of  the  earth.  He  then  details  the  various  kinds 
of  hiring  or  letting.  Hence  he  says,  that  the 
products  of  the  earth  are  the  true  measure  of  the 
interest  of  money,  and  the  interest  of  land  com- 
pared to  the  interest  of  money,  is  a  true  rule  by 
which  to  judge  of  the  prosperity  of  States.  In 
the  course  of  his  following  remarks,  he  seems  to 
have  a  dim  perception  of  some  things  which  were 
afterwards  propounded  in  Ricardo*s  theoxy  of  rent. 

The  subject  of  the  Foreign  Exchanges  is  then 
very  well  and  ably  explained,  indeed  we  do  not 
know  of  any  place  where  it  is  done  with  greater 
clearness,  terseness,  and  simplicity. 
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Beccaria  then  conclades  by  a  short  account  of 
pabUc  banks,  money  of  account,  and  credit.  This 
is  not  so  foil  and  satis&ctory  as  might  be  desired, 
bat  he  folly  bears  out  the  meaning  which  we  have 
shown  to  be  the  fundamental  one  of  Bajtk  under 
that  article.  He  shows  how  the  public  banks 
arose  out  of  the  requirements  of  governments  for 
money,  which  they  could  not  raise  by  direct  taxa- 
tion. Individuals  contributed  their  wealth  to  one 
common  stock,  and  received  an  interest  for  it. 
Hence  from  this  origin  and  definition  of  public 
banks,  it  /allows  that  the  heaping  together  of 
weaUh  is  the  essential  point  fkat  forms  and  charac- 
terizes a  banh.  Bat  each  of  the  owners  of  this 
wealth  still  retains  his  right  to  demand  it  back 
again,  and  consequently  he  must  have  an  acknow- 
iMgment  of  the  bank,  which  assures  to  him  the 

Sroperty  of  the  value  confided  to  it,  and  the  con- 
itions  agreed  upon.  This  assurance  is  done  by 
registering  in  a  book  the  names  of  the  depositors, 
the  quality  of  the  deposit,  and  the  conditions  upon 
which  it  is  left,  and  giving  to  the  owner,  a  note,  or 
bill,  which  gives  him  the  right  to  demand  back, 
or  exchange,  the  sum  specified  on  the  face  of  it. 
By  this  means,  this  note  becomes  a  measure  and 
a  pledge  of  value,  just  like  true  and  real  money. 
If  the  owner  of  money  could  no  longer  acquire 
what  he  wanted  with  it,  monev  would  be  a  use- 
less and  superfluous  l^ing,  tnus  if  a  man  was 
rolling  in  money,  if  it  was  not  exchangeable  for 
anything  else,  he  would  be  poor  in  reality.  So 
also  if  the  owners  of  these  bank  notes  could  not 
realize  their  value,  they  would  be  no  better  than 
paper  covered  with  ink.  Their  value  then  con- 
sists in  the  confidence  that  they  can  be  realized. 
Ck)nflequently  a  bank  should  not  give  out  more 
notes  than  it  has  actual  wealth  to  represent 
them.  John  Law*s  system  is  a  fatal  example  of 
violating  this  principle.  Beccaria,  however,  like 
many  other  writers,  in  condemning  Law,  has  not 
really  understood  Law's  system,  and  has  himself 
proposed  the  very  same  thing. 

A  very  short  notice  on  public  credit  then 
finishes  the  Elements.  Beccaria,  thus,  it  will  be 
seen,  only  investigates  three  out  of  the  five  de- 
partments of  Political  Economy  which  he  had 
enumerated,  and  leaves  those  of  finances  and 
government  wholly  untouched. 

Delia  riduzione  delle  misure  di  lunghezza  alV 
uniformitd  per  lo  stato  di  Milano.  Relazione 
presentata  ai  magislrato  camerale^  il  xv  Oennaioy 

MI>CCLXXX. 

A  report  to  the  Board  upon  the  diversity  of 
measures  in  the  State  of  Milan,  in  which  he  re- 
commends their  reduction  to  uniformity,  and  the 
establishment  of  the  decimal  system,  which  was 
afterwards  adopted  in  France,  and  many  other 
countries. 

When  we  consider  that  the  lectures  of  which 
we  have  given  an  analysis  above,  were  delivered 
in  1769,  or  seven  years  before  the  WeaUh  of 
Nations  was  published,  as  well  as  the  writings  of 
other  Italians  (Gbnovesi  ;  Ybbbi),  which  were 
published  even  earlier,  we  shall,  we  think,  come 
to  the  conclusion  that  Political  Economy  had 
made  much  greater  advances  before  the  days  of 
Adam  Smith  than  is  commonly  believed.  It  is 
by  no  means  uncommon  to  see  it  stated  that 
Adam  Smith  was  the  founder  of  Political  Eco- 
nomy and  the  father  of  Free  Trade.  But  such 
opinions  only  proceed  from  inaccurate  historical 


knowledge.  The  fact  is,  that,  as  in  the  early 
stages  of  every  other  science,  England  was  far  in 
arrear  of  France  and  Italy.  Then,  no  doubt,  by 
the  publication  of  the  Wealth  of  Nations^  at  one 
bound  she  took  the  lead,  and  in  actual  practice, 
she  has  since  far  outstripped  every  other  nation. 
But  there  was  a  much  greater  number  of  earnest 
advocates  for  free  trade,  both  in  France  and  Italy, 
before  the  Wealth  of  Nations  was  published,  than 
in  England.  And  there  were  three  professor- 
ships of  Political  Economy  founded  before  1776. 
One  at  Naples  in  1754,  one  at  Stockholm,  and 
one  at  Milan  in  1768.  To  suppose,  therefore, 
that  Adam  Smith  was  either  the  father  of  Free 
Trade  or  of  Political  Economy  is  a  most  profound 
error.  We  see  that  Italy  is  entitled  to  a  very 
high  rank  indeed  in  the  science  of  Political 
Economy.  But  Beccaria^s  name  has  been  compa- 
ratively little  known  in  connection  with  it,  and 
this  arose  from  his  constitutional  failing.  Bec- 
caria was  endowed  with  a  great,  a  piercing,  and 
a  generous  mind,  but  it  was  vastiiy  less  beneficial 
to  the  human  race  than  it  might  have  been,  be- 
cause it  was  overshadowed  by  a  most  pusillani- 
mous soul.  He  was  not  one  of  those  magnanimous 
spirits  for  whom  the  highest  order  in  the  ranks 
of  fame  is  reserved,  who  will  courageously  do 
battle  for  what  they  know  to  be  truth,  in  despite 
of  the  opposition  of  the  vulgar  of  every  rank. 
He  was  not  one  of  those  of  whom  the  poet  sings — 

**  Nd  biftsmo  popolar,  frale  catena, 
Spirto  d'onore  in  suo  oammin  rafrena.** 

"  Nor  can  the  vulgar  cry,  a  feeble  chain. 
The  noble  spirit  In  its  course  restrain.*^ 

His  cowardice  of  spirit  greatly  lost  him  the 
esteem  of  Yerri.  Finding  the  sentiments  ex- 
pressed in  his  lectures  likely  to  create  opposi- 
tion, he  stopped,  and  left  them  unfinished,  and  he 
never  published  them.  They  first  saw  the  light 
in  1804,  in  Custodies  collection  of  the  Italian 
Economists.  And  thus  he  has  deservedly  missed 
the  fame  which  would  otherwise  have  been  his 
legitimate  due. 
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Jahre  1834  bis  1840.  Stuttgart  and  Tfibingeu, 
1841. 

Die  Volhwirthschafl.    Wien,  1853. 
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BECaiTEBEL 

Recherches  sttr  la  Statistiqne  des  Cereales,,  pen" 
dant  laperiode  delSlS  a  1852.     Faxis,  1854. 

BEDAEEIDE,  J. 

Traite  desfaillites  et  banqueroutes,    Paris,  1 844. 
Droit  commercial ;  commeniaire  du  code  de  com- 
merce,   Paris,  1857. 

BEETTR,  HENET. 

Observations  on  the  produce  of  the  Income  Tax, 
London,  1800. 


BEE8LET,  OEOEOE. 

A  Report  on  the  State  of  Agricrdtare  in  Lanca- 
shire,  with  observations  on  the  political  position  and 
general  prospects  of  the  agricultural  classes^  and  a 
Tabular  Statement  of  the  prices  of  corn  and  wages 
of  husbandry,  jrc,  at  various  periods  since  the  Nor- 
man  Conquest,    Preston,  1849. 

BEEVEB,  SUSANNAH. 

A  pochet  plea  for  ragged  and  industrial  schools, 
Edinburgh,  1852. 

BEOO,  JAHES,  D.B. 

Pauperism  and  the  Poor  Laws,  or  our  sinking 
population  and  rapidly  increasing  burdens  practi- 
cally considered,    Edinborgh,  1 849. 

BE007EN,  JACaiTES  FEAN9AIS, 
COUNT. 

Discours  sur  le  commerce  de  Vlnde,  Paris,  1789. 
Opinion  sur  le  tarif  et  le  prohibition  des  mar- 
ehandises  etrangeres,    Paris,  1790. 

BEGimXET,  EDME. 

Train  des  subsistences  et  des  grains  qui  servent 
a  la  nourriture  de  Vhomme,    Paris,  1780. 

BEHR,  0.  J.  Born  at  Salzheim  in  1773, 
Professor  of  public  right  in  the  University  of 
Wurzbourg,  has  published  several  works,  which 
have  a  high  reputation.  Those  relating  to  Poli- 
tical Economy  are — 

Systeme  der  Staatslehre,  1810. 

Lehre  von  den  Wirthschaft  des  Staais,  1822. 

BELL,  BENJAMIN,  Surgeon  to  the  Royal 
Infirmary  at  Edinburgh,  died  1820. 

Essays  on  Agriculture,    Edinburgh,  1802. 
On  Scarcity.    Edinburgh,  1804. 

BELL,  0.  M. 

The  Currency  Q^estion,  an  examination  of  the 
evidence  on  banks  of  issue,  1840.    London,  1841. 

The  Country  Banks  and  the  Currency.  Lon- 
don, 1842. 

A  guide  to  the  investment  of  Capital  London, 
1845. 

The  Philosophy  of  Joint  Stock  Banking.  2nd 
Edit.  London,  1855. 

An  able  little  treatise. 


BELL,  WILLIAH,  D.D. 

A  vindication  of  commerce  and  the  arts. 
don,  1758. 


Lon- 


BEILEES,  JOHN. 

Proposals  for  raising  a  College  of  Industry. 
London,  1696. 

Essays  about  the  poor,  manufactures,  trade, 
plantations,  Sfc.    London,  1699. 

An  essay  for  employing  the  poor  to  profit. 
London,  1723. 

BELLINI,  VINCENZO. 

Delle  Monete  di  Ferrara  Trattato,    Ferrara, 
1761. 
De  Monetis  Italim  medii  avi.    Ferrara,  1774. 

BELLONI,     aEBOLAMO,    MABCHESR 

A  Roman  banker  of  great  eminence,  who  wrote  a 
short  treatise  upon  commerce  in  1750,  which  was 
rewarded  with  extraordinary  honors.  The  Pope, 
Benedict  XIY.,  made  him  a  Marquis,  and  his 
treatise  was  translated  into  several  languages.  It 
is  included  in  Custodi*8  collection. 
Dissertazione  sopra  il  commercio,  Roma,  1750. 

BELTJENS,  MATTHIAS  EQIDinS  HTT- 
BEETUS. 

Specimen  inaugurale  aconomico-politicum  de 
Libertate  industries.    Leodii,  1829. 

BENABD,  Th.  N. 

Les  his  Sconomiques.    Paris,  1856. 

BENAWEN,  JEAN  MICHEL. 

Italien ;  ou  Vart  de  connoitre  toutes  les  monnoies 
actuelles  d Italic,  SfC,  Sec,  avec  le  detail  des  pro- 
ductions ditalie,    Lyon,  1787. 

BENBBIOOE,  JOHN. 

Usura  accommodtita,  or  a  ready  way  to  rectify 
usury.    London,  1646. 

This  little  tract  contains  abundant  eyidence  of 
the  truth  of  what  we  have  shewn  (Bank)  that 
the  word  Bank  is  the  equivalent  of  Monte,  or 
Mons.  Thus  at  page  3,  he  says,  "  for  their  rescue 
may  be  collected  Moms  Pietatis,  sive  Charitati*, 
a  Banks  of  Piety,  or  Charity,  as  they  of  Trent 
fitly  call  it.*'  Again,  "  For  borrowers  in  Trade 
for  their  supply,  as  their  occasions  shall  require, 
may  be  erected  Mens  Negotiationis,  a  Banks  nf" 
Trade.'^  At  page  4,  he  quotes  from  Tolet,  who 
speaks  of  two  kinds  of  Banks,  namely,  ^'  Monb 
Fidei,  a  Banke  of  Trust,  which  Clement  VII. 
instituted  at  Rome,  he  that  put  his  money  Into 
this  Banke  was  never  to  take  it  out  again,**  for 
which  the  invester  received  7  per  cent,  interest, 
like  the  original  Bank  of  England  Stock.  He 
also  speaks  of  a  Mons  Recuperationis,  or  Bahkb 
of  Recovery,  of  which  the  interest  was  12  per 
cent.  The  difference  between  these  two  was  that 
between  perpetual  and  terminable  annuities,  where 
the  higher  interest  of  the  latter  is,  in  fact,  repay- 
ment of  the  capital  by  instalments.  He  also 
speaks  of  the  "  Uiree  B ankes  at  Venice^''  meaning 
thereby  the  three  monti,  which,  as  we  have  shewn 
(Banking  at  Venice),  were  consolidated  into 
one  management  in  1587,  and  the  Ck)nmiis8ioners 
appointed  to  manage  the  Bank  of  Venice,  then 
first  instituted. 

BENCE,  H.  B. 

Report  of  a  mission  from  the  Blything  Union 
to  €[scertain  the  probable  employment  of  the  agri^ 
cultural  laborer,  and  his  family,  in  the  manufacture 
ing  districts.    Halesworth,  1836. 
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BEHB,  BENEDETTO  BEL. 

Opere  di  Agricoltura.    Mllano,  1850. 

BENETT,  JOHN. 

An  essay  on  the  commutation  of  tithes.  London, 
1813. 

BEElfEBy  J. 

Tlieorie  malhematique  de  Veconomie  sociale ;  ou, 
elements  nouveaux  (Teconomie  politique,  Geneve, 
1856. 

BEHNETTy  JOHN,  M.P.  for  Wilts* 
On  the  relative  importance  of  agriculture  and 
foreign  trade,    London,  1827. 

BENOISTON  DE  CHATEAUNEUF,  LOUIS 
FRANfiAIS.  Born  at  Fai-is  in  1776,  Member  of 
the  Institute. 

RecAerches  sur  les  consommations  de  tout  genre 
de  la  mile  de  Paris  en  1817,  comparSes  d  ce 
qu'elles  Staient  en  1 789.    Paris,  1821. 

Consommation^  industrie,    Paris,  1821. 

Considerations  sur  les  enfans  trouves  dans  les 
principaux  itais  de  V Europe.    Paris,  1824^ 

De  la  colonisation  des  condamnes^  et  de  Favantage 
mCil  y  aurait  pow  la  France  d  adopter  ce  systeme. 
Paris,  1827. 

BEETHAMy  JEREMT.  This  preeminent 
jurist,  the  great  original  fountain  from  whence 
those  beneficent  reforms  in  the  law,  which  are 
among  the  most  glorious  achievements  of  this 
age,  have  sprung,  was  born  on  the  15th  of  Fe- 
bruary, 1748,  in  Red  Lion  Street,  Houndsditch. 
He  was  the  son  of  an  attorney  in  moderate  prac- 
tice. Thongh  extremely  diminutive  and  feeble 
in  body,  he  very  early  displayed  signs  of  great 
precocity,  and  his  relatives  did  the  utmost  they 
€oald  to  spoil  him  by  shewing  him  off  as  a  youth- 
ful prodigy.  In  1754,  in  his  seventh  year,  he 
was  sent  to  Westminster  School,  and  his  Latin 
verses  at  eight  shew  a  most  remarkable  pro- 
ficiency, at  an  age  when  most  boys  at  a  public 
school  would  be  scarcely  getting  into  **  nonsense." 
He  was  distinguished  there  for  his  Latin  and 
Greek  composition,  but  upon  the  whole  he  had 
no  great  respect  for  the  discipline  and  method  of 
education  then  followed  at  that  celebrated  semi- 
nary. 

On  the  27th  June,  1760,  being  then  only  12}, 
he  was  taken  up  to  Oxford  to  be  entered  at 
Queen*s  College,  and  at  that  time  he  was  ex- 
cused from  signing  the  Thirty-nine  Articles  on 
account  of  his  youth.  He  went  up  to  reside  there 
in  the  following  October.  He  was  so  diminu- 
tive for  his  age,  as  to  excite  the  smiles  of  the 
passers  by.  His  residence  at  Oxford  was  equally 
distasteful  to  him  as  Westminster  had  been.  His 
opinion  of  it  was  as  low  as  that  of  Adam  Smith, 
and  he  spoke  against  it  to  the  end  of  his  life.  In 
1763,  being  then  fifteen,  he  took  his  B.A.  degree, 
and  came  to  London  to  enter  himself  at  Lincoln*s 
Inn.  In  November  he  returned  to  Oxford  to 
attend  the  lectures  of  Blackstone,  but  he  did  not 
entertain  any  very  high  opinion  of  them,  and 
easOy  saw  through  his  flimsy  fallacies. 

His  fother  destined  him  for  the  £quity  bar, 
but  he  had  already  devoted  himself  to  more  dis- 
cursive studies  than  are  supposed  to  be  agreeable 


to  so  jealous  a  mistress  as  Themis.  Plenty  of 
work  was  cut  out  for  the  young  baiTlst^r,  but 
finding  one  day  that  it  was  the  rule  of  the  pro- 
fession to  charge  fictitious  fees  in  some  cases,  he 
took  such  a  disgust  to  it,  that  nothing  could  per- 
suade him  to  continue  in  it.  He  accordingly  gave 
up  all  idea  of  practising,  and  began  to  speculate  on 
political  and  juridical  subjects,  and  to  collect  and 
compare  the  opinions  of  the  most  eminent  writers 
on  them. 

His  first  appearance  in  print  was  some  letters 
in  defence  of  Lord  Mansfield,  in  1770.  In  1776, 
he  published  anonymously  his  '*  Fragment  on 
Governments,**  being  a  severe  criticism  on  the 
doctrines  of  Blackstone.  It  made  a  considerable 
sensation,  and  was  attributed  to  several  of  the 
most  eminent  men  of  the  day,  such  as  Lord  Mans- 
field, Lord  Camden,  and  John  Dunning.  While 
it  was  believed  to  be  by  one  of  these  celebrated 
men  it  had  a  brisk  sale,  but  his  father  was  so 
elated  with  its  success  that  he  let  out  the  secret, 
and  as  soon  as  it  was  known  to  be  by  an  obscure 
briefless  barrister,  the  sale  fell  off.  Bentham  had 
prepared  a  second  and  much  stronger  attack  on 
Blackstone,  but  it  was  suppressed  from  fear  of  a 
prosecution  for  libel.  The  bold  audacity  of  his 
attacks  on  established  formalism  drew  down  many 
anathemas  on  the  author,  and  every  violent  and 
ribal^ous  pamphlet  that  appeared  was  laid  to 
his  door. 

His  "Fragment  on  Grovemments**  procured  him 
the  friendship  and  patronage  of  Lord  Shelburne, 
the  leader  of  the  Whigs.  For  many  years  he  was 
a  regular  visitor  at  Bowood,  and  met  there  most 
of  the  celebrated  men  of  the  day.  He  also  corre-^ 
sponded  with  many  of  the  French  philosophers. 

In  1785  he  was  invited  to  Russia  by  Prince 
Potemkin,  in  whose  service  his  brother,  then 
Colonel,  afterwards  General  Sir  Samuel  Ben- 
tham, then  was.  Potemkin  wished  to  transplant 
British  civilisation,  ready  grown,  to  the  South  of 
Russia,  and  had  formed  a  great  establishment  at 
Crichoff.  Bentham  set  himself  to  collect  mate- 
rials of  agricultural,  trading,  and  manufacturing 
subjects,  and  left  England  in  August,  1785.  He 
travelled  through  France,  visiting  the  beautiful 
Roman  antiquities  at  Nimes,  and  the  towns  in 
the  south,  and  joined  a  vessel  bound  for  Smyrna 
at  Nice.  He  staid  nearly  a  month  at  Smyrna, 
and  was  the  first  to  send  home  specimens  of  the 
Sultana  raisin.  He  then  continued  his  voyage  to 
Constantinople,  and  from  there  by  land  to  Cri- 
choff, where  he  arrived  in  February,  1787.  While 
staying  there  he  wrote  his  celebrated  Defence  of 
Usury,  and  saw  the  model  of  a  building  devised 
by  his  brother  for  a  vast  workshop,  which  he 
adopted  for  his  Panopticon,  a  scheme  which  occu- 
pied about  twenty  years  of  his  life.  Bentham 
had  a  great  taste  for  botany,  and  collected  a  con- 
siderable number  of  the  plants  of  that  part  of 
Russia,  but  he  naturally  became  wearied  with  the 
monotony  of  Crichoff,  and  in  November,  1787,  he 
left  it,  and  returned  home  by  way  of  Warsaw, 
Berlin,  and  the  Hague. 

His  Defence  of  Usury  was  sent  home  from 
Crichoff,  and  published,  and  it  added  greatly  to 
his  reputation.  He  had  a  great  desire  to  enter 
Parliament,  and  from  some  expressions  which  fell 
from  Ijord  Shelburne,  he  understood  that  he 
would  put  him  in  for  his  nomination  borough  of 
Calne.    But  it  is  probable  that  Bentham  had  mis- 
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conceived  the  language  of  his  patron.  At  all 
events  the  services  of  some  olDscnre  political 
lacquey  were  deemed  more  important  than  those 
of  the  greatest  social  philosopher  of  the  age,  and 
Bentham's  wishes  were  disappointed.  He  felt 
this  very  keenly,  and  it  gave  rise  to  a  slight  tem- 
porary coolness  between  him  and  his  patron. 

The  miserable  administration  of  the  criminal 
and  poor  laws  engaged  Bentham's  profound  atten- 
tion for  mauy  years.  At  length  he  matured  a 
complete  scheme  of  reform.  He  proposed  to 
unite  the  management  of  both  in  one  central 
board,  the  criminals  to  be  confined  in  a  building 
constructed  on  peculiar  principles,  so  that  every 
part  of  it  should  be  in  the  constant  view  of  the 
superintendent,  whence  it  was  called  Panopticon. 
The  scheme  was  taken  up  with  the  utmost  warmth 
by  Pitt,  and  all  the  leading  statesmen  of  the  day, 
and  a  bill  was  passed  through  both  Houses  of  Par- 
liament  to  carry  it  out.  But  Bentham  had  given 
offence  to  George  HI.,  and  when  the  bill  came  up 
for  the  Royal  assent,  the  king  vetoed  it.  The  last 
instance  probably  in  our  history  of  the  sovereig^n 
vetoing  a  bill,  and  all  the  more  undignified,  as  it 
was  done  out  of  pure  personal  pique.  Thus  the 
memory  of  that  monarch  stands  heavily  charged 
not  only  with  delaying  Catholic  Emancipation  for 
some  28  years,  and  thereby  bringing  the  country 
to  the  verge  of  rebellion,  but  also  with  delaying 
the  reform  of  the  Poor  law  for  36  years,  at  a  cost 
probably  of  not  less  than  £2,000,000  a  year,  a 
tolerably  heavy  Item  to  place  to  the  debit  of  his 
account.  Parliament  voted  Bentham  a  large  com- 
pensation for  his  loss  of  time  and  labor,  and  exr 
penses  incurred.  In  1831  he  published  a  History 
of  the  War  between  Jeremy  Bentham  and  George 
III,,  by  one  of  the  Belligerents, 

The  next  noticeable  event  in  Bentham*s  life 
was  his  becoming  a  partner  ^ith  Robert  Owen 
in  the  New  Lanark  mills,  situated  in  the  beauti- 
ful valley  of  the  Clyde,  a  little  way  below  the 
falls  of  Cora  Linn.  This  establishment  was  in- 
stituted to  carry  out  the  Socialist  doctrines  of  its 
author,  and  was  the  first  experiment  of  infant 
school  education,  and  the  abolition  of  all  coercive 
discipline.  The  connection  is  said  to  have  been 
highly  profitable  to  Bentham. 

For  some  time  Bentham  had  devoted  himself 
exclusively  to  his  meditations  on  jui'isprudence, 
and  social  improvement.  He  took  no  part  in 
public  affairs,  but  lived  like  a  hermit  in  his  house 
in  Queen  Square  Place,  and  received  the  visits 
only  of  a  select  number  of  private  friends,  like 
his  brother  oracle  Coleridge.  These  included 
almost  all  those  who  have  since  been  distinguished 
as  leaders  of  thought  among  men.  But  with  none 
of  these  was  his  intimacy  so  great  as  with  James 
Mill,  the  famous  historian  of  India,  who  lived 
with  him  for  six  months  every  year  from  1808  to 
1817. 

Bentham*s  fame  was  much  greater  on  the  Con- 
tinent than  in  England.  His  works  had  been 
popularized  by  an  excellent  French  writer,  Du- 
mont,  who  fitted  them  for  the  public  taste,  by 
expounding  them  in  a  familiar  style  with  copious 
illuati'atious.  In  1825,  being  troubled  with  a 
species  of  eczema,  Bentiiam  was  recommended  to 

?o  to  Paris,  and  consult  a  French  physician. 
Jpon  going  to  the  Comt  of  justice,  the  barristers 
rose  up  in  a  body,  and  the  president  seated  him 
at  his  right  hand.     He  soon  after  returned  to 


London,  and  conthtued  the  same  peaceful  life  till 
the  6th  June,  1832,  when  his  spirit  passed  away 
with  the  tranquillity  which  fitly  closed  such  a 
life. 

It  is  not,  of  course,  for  us  to  speak  here  of  the 
gigantic  reforms  in  jurisprudence,  which  are  be- 
yond all  question  his  doing,  and  that  of  his  im- 
mediate disciples.  His  works  have  encountered 
a  strange  fate,  as  Mr.  John  Hill  Burton  remarks. 
In  his  own  day  they  were  not  read  because  they 
were  paradoxes,  in  our  day  they  are  not  read 
because  they  are  truisms. 

In  practical  Political  Economy  Ms  services 
were  immense.  He  first  overthrew  the  universal 
folly  of  the  docti'ine  of  the  wickedness  of  interest. 
He  first  showed  the  fallacy  of  the  universal  craze 
for  colonies  which,  in  his  day,  infected  all  coun- 
tries, and  all  statesmen.  The  recent  example  of 
the  emancipation  of  America  was  an  irrefutable 
example  of  the  truth  of  his  views,  which  are 
founded  upon  the  same  line  of  argument  as  Bas- 
tiat*s  ce  qu^on  voit  et  ce  qtion  ne  voitpae  (Bastiat). 
He  also  was  the  first  to  conceive  that  immense 
reform  of  the  Poor  Laws,  which  was  only  effected 
in  1834,  and  which  he  would  have  carried  out  in 
1798,  if  he  had  not  been  thwarted  by  the  personal 
malignity  of  Creorge  IH.  These  achievements 
are  sufficient  to  entitle  him  to  lasting  fame. 

But  in  the  theoretical,  or  more  purely  scientific 
part  of  the  subject,  he  is  not  entitled  to  equal 
praise.  Indeed,  he  was  notoriously  deficient  in 
the  auxiliary  sciences  which  are  indispensable  to 
understand  it  thoroughly.  He  could  not  raise  him- 
self above  the  yiews  qf  Adam  Smith,  who  limited 
Political  Economy  to  material  wealth,  an  error 
which  we  have  shewn  (Pkeliminart  Discoubsb; 
Capital  ;,  Cbbjoit)  is  exactly  similar  to  that  of 
those  who,  in  the  days  of  Galileo,  could  not 
believe  in  the  existence  of  gravity,  because  it  was 
an  incorporeal  force;  or  to  those  who,  in  onr 
own  day,  would  deny  the  existence  <^  the  gaaeoos 
elements  in  chemistry,  because  they  are  in- 
visible. 

Bentham*s  works  were  published  in  12Tolames, 
Edinburgh,  1838-43,  under  the  superintendence 
of  Sir  John  Bowring,  one  of  lus  literary  execu- 
tor, with  the  assistance  of  Mr.  John  Hi^  Burton^ 
the  historian,  who  has  prefixed  an  ample  bat 
concise  inti-oduction  to  them.  For  an  appre- 
ciation of  his  merits  and  services,  we  may  refer 
to  Mr.  John  Stuart  MilPs  article  on  him  in  hia 
Dissertations  and  Discussions* 

Defence  of  Usury;  shevritig  the  in^Ucy  of 
legal  restraints  in  pecuniary  bargains.  WorkB, 
Vol.  III.,  p.  1. 

This  was  the  most  elaborate  treatise  which  had 
been  given  to  the  world  to  shew  the  futility  of 
the  prevailing  belief  in  the  wrongful  nature  of 
usury.  Adam  Smith  had  been  one  of  the  fiorst  io 
enlighten  the  world  upon  the  beneficial  effect  of 
high  prices,  and  to  dissipate  the  popular  faUacy, 
that  they  were  caused  by  the  wicked  conspiraciea 
of  farmers  and  corn-factors.  Adam  Smith  had, 
however,  argued  in  favor  of  maintaining  the 
usury  laws.  Bentham  argued  in  favor  of  leavin^^ 
the  rate  of  interest  entirefy  free.  This  was  onlj 
accomplished  in  1854,  when  the  last  remnant  of 
our  usury  laws  was  struck  out  of  cor  statutes. 
Like  all  treatises  which  merely  ovarthrew  a 
current  fallacy,  it  may  be  considered  as  scMoewhat 
having  lost  its  interest  along  with  its  Tictory. 
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Bat  all  those  who  love  a  beantifol  piece  of  argu- 
mentation for  its  own  sake,  will  find  pleasure  in 
this  treatise. 

It  is  somewhat  remarkable,  however,  that  both 
Adam  Smith  and  Bentham  missed  the  obyious 
analogy  between  the  variations  of  prices  with 
respect  to  commodities,  and  the  variations  of  the 
rate  of  discount  with  respect  to  credit,  or  paper 
currency. 

Manual  of  PoHtieal  Economy.  Works,  Vol. 
III.  A  great  part  of  this  treatise  has  lost  its 
interest,  as  it  is  devoted  to  prove  the  fallacy 
of  the  mischievous  system  of  drawbacks  and 
bounties,  which  were  then  so  generally  adopted. 
He  also  shews  the  utter  fallacy  of  the  universal 
belief  in  the  profitable  nature  of  colonies  to  the 
mother  country.  His  line  of  argument  is  exactly 
that  of  Bastiat  in  his  essay,  Ce  quCon  voit,  et  ce 

SCon  ne  voitpas,  in  the  So^hismes  Economiques, 
e  shews  that  for  the  gam  which  is  apparent, 
there  is  to  be  set  off  a  much  greater  expense 
which  escapes  observation. 

Emancipate  your  colonies;  addressed  to  the 
National  Convention  of  France  in  1793;  shewing 
the  useUssness  and  mischievousness  of  distant  de^ 
pendencies  to  an  European  State.  Works,  Vol. 
IV.,  p.  407. 

This,  of  course,  addresses  the  just-mentioned 
arguments  to  the  French  Ck)nvention. 

A  plan  for  saving  all  trouble  and  expense  in  the 
transfer  ofstoch^  and  for  enabling  the  proprietors 
to  receive  their  dividends  without  powers  of  at- 
torney^ or  attendance  at  the  Banh  of  England^  by 
the  conversion  of  stoch  into  note  annuities ;  written 
in  1800.    Works,  Vol.  m.,  p.  107. 

Bentham  proposed  to  increase  the  negotiability 
and  convenience  of  public  stock  by  substituting 
transferable  note  annuities  Twith  the  interest 
stated  on  them)  for  inscription  in  the  books  of 
the  Bank.  He  hoped  that  these  notes  being 
made  small  might  obtain  the  same  currency  as 
bank  notes.  It  is  possible  that  some  convenience 
might  be  derived  from  this  plan,  though  there 
might  perhaps  be  countervailing  disadvantages 
in  the  greater  facility  for  forgery.  But  at  all 
events,  Bentham's  plan  was  only  to  make  the 
existing  debt  more  transferable ;  he  did  not  pro- 
pose the  monstrous  absurdity  which  is  so  popular 
at  the  present  day,  of  first  creating  a  national 
debt,  and  then  over  and  above  that,  basing  bank 
notes  upon  its  security. 

Tracts  on  Poor  Laws  and  pauper  management* 
Works,  Vol.  Vin.,  p.  360. 

Observations  on  the  Poor  Bill  introduced  by 
the  Right  Hon.  W.  Pitt.    Vol  VIIL,  p.  440. 

These  are  the  precursors  of  the  Poor  Law 
Amendment  Act. 

BEHYEBrUTI,  BABTOLOMHEO.  Advocate. 

Imposta  diretta  ed  unica  sulla  rendita. 
Suile  Banche  di  circolazione, 

BSNVEHUTI,  F.  F. 

AteUers  philantropiques,    Paris,  1853. 

BEHZEHBEBO,  G.  F.    Born  in  1777. 

Ueber  Handel  und  Oewerbe  Stetiem  und  Z'dlle. 
Elberfeld,  1819. 

Preussens  QeldhanstaU  und  neues  Steuersisteme. 
Lcipsig,  1821. 


BERABB,  ABISTIBE. 

Organisation  du  travail.    Paris,  1848. 

BEBES.  EHILE.  BomatCastelnaud^Auzan, 
in  1801. 

Manuel  de  Vemprunteur  et  du  preteur,  aussi 
caisses  du  credit  fonder.    Paris,  1853. 

Essaisur  les  moyens  daccroitre  la  richesse  terri- 
toriale  en  Prance,  et  notammeni  dans  les  dipartC" 
ments  mendionaux.    Paris,  1830. 

Des  causes  du  malaise  industriel  et  commercial 
de  la  France,  et  moyen  dy  remedier.    Paris,  1832. 

Des  classes  ouvrieres.  Moyens  dameliorer  leur 
sort,  soils  le  rapport  du  bien  etre  materiel^  et  du 
perfectionnement  moral.    Paris,  1836. 

L* association  des  douanes  AUemandeSf  sonpassi, 
son  avenir,    Paris,  1842. 

Compte  rendu  de  T exposition  industrieUe  et  agri" 
cole  de  la  France  en  1849. 

Etudes  iconomiques  pratiques.    Paris,  1849. 

BEBGASSE,  VICOLAS.  A  person  of  very 
considerable  importance  in  his  day,  was  bom  at 
Lyons,  in  1750.  His  family  was  of  Spanish 
origin,  and  engaged  in  commerce  at  Marseilles  and 
Lyons.  Nicolas,  however,  adopted  the  law  as  a 
profession,  and  in  1772  was  appointed  by  the 
magistrates  to  pronounce  a  public  oration  on  St. 
Thomas's  Day,  an  annual  custom  at  Lyons,  and 
again  in  1774.  He  was  an  admirer  of  Mesmer's, 
but  that  did  not  prevent  him  from  being  a  good 
economist.  He  acquired  great  public  notoriety 
by  being  engaged  in  some  celebrated  trials  just 
before  the  revolution.  He  earnestly  opposed  the 
creation  of  assignats,  and  had  a  strong  dislike  to 
banks,  and  paper  money  of  all  sorts.  His  writ- 
ings, and  his  strong  opposition  to  the  assignats, 
drew  much  hostility  upon  him,  and  he  became  a 
mark  for  multitudes  of  pamphleteers.  He  was  a 
strong  advocate  for  preserving  the  constitutional 
monarchy,  and  after  the  execution  of  Louis  X VL 
found  it  time  to  leave  Paris  to  save  his  own  life. 
He  tried  to  fly  to  Spain,  but  he  found  the  passage 
of  the  Pyrenees  guarded,  and  he  then  went  to 
Tarbes,  hoping  to  escape  notice.  But  he  was 
seized  in  July,  1794,  and  taken  to  Paris.  Ber- 
gasse  saw  that  to  save  his  life  was  a  match  against 
time,  and  retarded  his  journey  as  much  as  pos- 
sible on  the  plea  of  illness.  By  protracting  his 
journey  in  this  way,  he  just  succeeded  in  saving 
his  life,  as  the  revolution  of  Thermidor  took  place 
just  before  he  reached  Paris.  Ho  was  kept  in 
prison  on  suspicion  of  being  a  royalist,  till  the 
peace.  He  continued  his  denunciations  with  great 
boldness,  and  was  the  means  of  bringing  several 
of  the  followers  of  Robespierre  to  execution.  He 
was  released  by  the  Directory,  and  remained 
quiet  during  the  empire.  At  the  restoration  he 
was  much  taken  notice  of  by  the  allied  sovereigns, 
and  was  always  held  in  the  highest  esteem  by 
them.  Though  attached  to  the  Bourbons,  he  was 
opposed  to  the  arbitrary  measures  of  the  ministei*s 
which  brought  about  the  revolution  of  1830. 
That  event  lost  him  a  pension.  He  died  28th 
May,  1832. 

Discours  sur  cette  question:  Quelles  sont  les 
causes  generates  des  progris  de  Vindiutrie  et  du 
commerce,  et  quelle  a  eti  leur  influence  sur  V esprit 
et  les  nueurs  des  nations  t    Lyon,  1774, 

De  la  liberty  du  commerce.    Paris,  1789. 
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Recherches  sur  le  commerce^  les  banques,  et  les 
Jmances,    Paris,  1789. 

Protestation  corUre  Us  assignats^monnaie.  Paris, 
1790. 

Lettre  a  ses  commettcmts  au  sujet  de  sa  protes- 
tatioTij  accompanied  with  tables  on  the  law  of 
assignats. 

Reponse  au  memoire  de  M,  de  Montesquiou  sur 
les  assigiuxts,    Paris,  1791 . 

BEBOIER,  NICOLAS.  A  celebrated  French 
jurist,  born  at  Rheims  on  the  Ist  of  March,  1567, 
and  educated  there.  He  was  appointed  Professor 
of  Law,  and  Syndic  of  the  town.  He  died  at  the 
house  of  the  Ihresident  de  Belli^vre  at  Grignon, 
18th  August,  1623. 

Histoire  des  grands  chemins  de  r Empire  romatn, 
1622.  Second  edition,  Brussells,  1728,  with  the 
celebrated  Pentinger  table.  Blanqui  says  that 
this  is  the  most  complete  account  of  the  Roman 
communications,  and  abouuds  with  valuable  in- 
formation for  the  economist. 

BEBOITJS,  GAEL  JULIVS. 
Das  Oeld'Und  Bankwesen  im  Preussen.    Bres- 
law,  1846. 

BEEGMAK,  GAEL  F. 

Oeconomisk  beskrifning  ojver  Wadsho  Harad^ 
uti  Wester  gothlandy  och  Maraborgo  Hofdiugedome, 
Upsala,  1759. 

BEEOSOE,  ASOLFH  EEEDEEICK. 

Den  Danske  Stats  Statistik.  Kiobenhavn,  1844. 
Motiveret    Udkast  til    en   Credit/orening  for 
Danske  Grundbesildere,    Kiobenhavn,  1839. 

BEEMINOHAM,  THOMAS. 

Letter  addressed  to  Lard  John  Russell^  contain' 
ing  facts  illustrative  of  the  good  effects  from  the 
just  and  considerate  discharge  of  the  duties  of  a 
resident  landlord  in  Ireland,    London,  1846. 

A  letter  on  the  Com  Laws,    London,  1841. 

The  social  state  of  Cheat  Britain  and  Ireland 
considered  with  regard  to  the  laboring  population, 
London,  1835. 

Statistical  evidence  in  favor  of  State  railways  in 
Ireland.    Dublin,  1841. 

BEENAED,  8IE  FEAHCIS. 

Select  letters  on  the  trade  and  government  of 
America.    London,  1774. 

BEEITAED,  THEO.  VAP. 

Lettre  d  M.  Le  Ministre  de  V agriculture  et  du 
commerce  sur  le  nouvelle  acte  de  navigation  anglais 
et  les  traitSs  de  rSciprocite.    Paris,  1849. 

BEEVAED,  8IE  THOKTAS. 

An  account  of  the  supply  of  fish  for  the  manu- 
facturing poor,     London,  1813. 

On  the  supply  of  employment  and  subsistence  for 
the  labouring  classes  in  fisheries,  manufactures,  and 
the  cultivation  of  waste  lands,     London,  1813. 

Case  of  the  salt  duties,    London,  1817. 

BEENAEBINO  BA  FELTEE.  TOlffl- 
TANO. 

Pro  monte  jpietatis  concilia  sacrorum  TheologO' 
rum,    Venezia,  1496. 


BBEmOATn)  DE  6EAK0E,  JEAH 
LOUIS. 

De  Vitat  des  finances  au  \st  May,  1789,  et  au 
1  Janvier,  1792.    Paris,  1801. 

BEENOTJLLI  CHBISTOPHEB.  A  member 
of  the  famous  mathematical  family,  was  born  at 
Baale  in  1782.  He  has  published  severid  works 
on  technology. 

Betraehtungen  uber  die  Baumwaller  fabrication, 
Basle,  1825. 

Handbuch  der  PopuloHonisHk,    Ulm,  1840. 

Neue  ergebnisse  aer  Bevc^lkerwigstatistik,  Ulm, 
1841. 

BEEETEEy  P.  N.    A  celebrated  adrocate. 
Dissertation  generate  sur  le  commerce,  son  Hat 
actuel  en  France,  et  sa  legislation,    Paris,  1829. 

BEETHE-POMHEET.   Ain6. 

Petit  ecrit  sur  une  grande  question :  FamSliora' 
Hon  du  sort  de  la  classe  ouoriere.    Paris,  1849. 

BEETOLACGI,  ANTEOET. 

A  view  of  the  agricultural,  commercial,  and  fi' 
nancial  interests  of  Ceylon.    London,  1817. 

BEETOE,  CHAELES. 

Socialisme  et  Charite.    Paris,  1855. 

BESNAED. 

MSmoire  sur  les  canSliorations  principals  d  ap' 
porter  au  sort  des  masses,    Paris,  1848. 

BESOLDUS,  CHEISTOFEEUS. 

AErario  publico  discursus;  subnexus  eidem  est 
J,  C.  Bulengeri  de  tribuHs  ac  vectigaUbus  populi 
Romani  liber,    Frankfort,  1620. 

BETSnUNE,  MAXIMILIEN  DE,  see  Suixt. 

BETTANOE,  DE. 

Traite  des  monnaies,    Avignon,  1760. 

BETTCHAT,  A.  J.  aVENTIH. 

Reflexions  sur  les  lois  cancemant  la  propriete 
lUeraire.    Paris,  1817. 

BEUGNAT,  AETHUE  ATTOITSTE.  Count. 
Member  of  the  Institute.  Bom  at  Bar-sur-Aube, 
25th  March,  1797. 

Les  Juifs  d Occident;  ou  recherches  sur  TStat  civil, 
le  comjnerce,  et  la  litterature,  des  Juifs  en  France, 
en  Espagne,  et  en  Italic  pendant  la  durSe  du  moyen 
age.    Piuris,  1824. 

Des  Banques  publiques  de  prets  sur  gages,  et  de 
leurs  inconvenients,  C^ownea  by  the  Academy  of 
the  Gard  in  1829.    Paris,  1829. 

BEVEEmi,  BAETOLOMMEO. 

Syntagma  quo  veterum  nummorum  pretium  ae 
mensurarum  quantitas  demonstretur.    Lucca,  171 1. 

Syntagma  de  ponderibus  ac  mensuris  antiquortan, 
Neapoli,  1719. 

BEZIAT,  G. 

Organisation  de  Tipargne  du  travaillew  en  vue 
de  ramelioration  et  de  taoenir  de^  classes  tabori-- 
euses,    Paris,  1849. 


BILL  BROEEB. 

BIAKCUIJVI,  LITD07IC0. 

Principi  del  credito  publico,    Naipoli,  1827. 

DelT  influenza  deW  administrazione  publico 
suUa  industria  nazionale,  e  sulla  circtdazione  delle 
richezze.    Napoli,  1828. 

De*  reati  cite  nucciono  aW  industria  ed  alia  civ" 
eolazione  delle  richezze,    Napoli,  1830. 

Delia  storia  delle  Jmomze  del  regno  di  Napoli, 
Napoli,  1835. 

Sui  parti  franchiy  e  sui  lazaretti  a  peste,  Na- 
poli, 1833. 

SuUo  stato  deUe  ferriere  del  regno  di  Napoli, 
Napoli,  1835. 

SuUa  conversione  delle  renditeenecritte  nel  gran" 
libro  del  debito  publico.    Napoli,  1836. 

Delia  storia  economica'Civile  di  Sicilia.  Pa- 
lermo, 1841. 

BIBUOTHEaTJE  SE  L'HOMME  PUBLIC. 

See  CONDOBCET. 
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BIGLEVELB. 

De  VorganiecUwn  du  travail,    Paris,  1848. 

BiaNON,  LOinS  EBOVABD,  le  BABON. 

Born  3rd  Januaiy,  1771,  at  Guerbaville,  in  the 
department  of  the  Seine  Inferieur.  Secretary  of 
State  under  the  Empire.  Elected  a  deputy  in 
1817,  and  created  a  peer  in  1837.  Died  at  Paris, 
6th  January,  1841. 

JSxposS  Comparatatif  de  Vetat  financier^  mili" 
taire^  politique  et  morale  de  la  France^  et  des  prin- 
dpales  puissances  de  V Europe,    Paris,  1815. 

BIOOT  DE  HOBAaUES,  PIEBBE,  H.S. 
LE  BABON.  Born  at  Orleans  the  5th  April, 
1776.  A  member  of  many  learned  societies,  and 
a  voluminous  writer  on  agriculture  and  geology. 
Died  15th  June,  1840. 

Essaisur  les  moyens  damiliorer  V agriculture  en 
France^  particulierement  dans  toutes  les  provinces 
les  mains  riches^  et  notamment  en  Sologne,  Paris, 
1829. 

De  la  mis^e  des  ouvriers^  et  de  la  tnarche  a 
ndvre  pour  y  remedier, 

Recherches  des  causes  de  la  richesse,  et  de  la 
misere  des  peuples  civiUses.    Paris,  1834. 

/>u  pauperisme^  de  la  mendicite^  et  des  moyens 
denprevenir  lesfunestes  effets.    Paris,  1834. 

BILHON,  J.  J.  F.  Bom  at  Avignon  2nd 
February,  1759.  Held  an  appointment  at  the 
Finance  Department  at  Paris,  and  died  8th  April, 
1834. 

Oouvememeni  des  Romains  considers  sous  le 
rapport  de  la  politique^  de  la  justice^  des  finances^ 
et  an  commerce,    Paris,  1 807. 

Principes  d administration  et  ctSconomie  politique 
des  andenspeuplesy  appliquis  aux  peupUs  mademes, 
Paris,  181^. 

BILL  BBOKEB,  or  Bill  Discounteb.  It 
is  of  the  utmost  importance  in  Political  Economy 
to  understand  the  difference  between  the  modes 
of  doing  business  as  a  bill  broker,  or  bill  dis- 
counter, and  a  banker,  as  they  are  universally 
confounded,  and  we  are  not  aware  of  a  single 
economical  writer  in  England  since  Adam  Smith, 
who  has  understood  it.  A  bill  discounter  does 
business  by  buying  bills  of  exchange  with  cash. 


Many,  as  well,  receive  deposits  at  call  from  the 
public,  and  thus  they  may  be  described  as  bor- 
rowing from  one  set  of  persons  to  lend  to  another 
set.  But  a  banker,  as  we  have  seen  in  the  article 
Bank,  buys  bills  of  exchange  with  credit,  and 
can  create  credit  to  a  much  larger  amount  than 
he  has  cash.  He  then  multiplies  credit  Thus 
the  distinction  between  a  bill  discounter  and  a 
banker  is  that  the  first  buys  debts  with  cash,  and 
the  second  with  credit;  the  first  adds  nothing  to 
the  capital  of  the  country,  he  only  puts  into 
greater  activity  the  capital  that  alrea^  exists ; 
the  second,  as  every  one  who  knows  the  me- 
chanism of  banking  admits,  creates  capital,  by 
creating  credit,  which  circulates  as  money. 

The  readers  of  this  work  may  be  somewhat 
surprised  to  learn  that  neither  Adam  Smith,  nor 
any  other  economical  writer  in  England,  nor  any 
of  the  numerous  Committees  of  Parliament  who 
have  sat  on  Banking  during  the  last  sixty  years, 
have  had  the  most  distant  conception  of  the  or- 
dinary business  of  banking,  or  of  its  effects.  And 
the  Report  of  the  last  Committee  of  all,  which 
sat  in  1858,  shews  the  most  manifest  want  of 
knowledge  on  the  subject.  Its  expressions  all 
refer  to  the  business  of  bill  discounting,  and  not 
banking.  There  is  no  greater  error  that  infects 
Political  Economy  since  the  expression  Balance 
of  Trade,  than  the  general  notions  of  Banking. 

BILLET,  JAMES. 

Institutes  of  Political  Economy,  adapted  to  all 
nations,  hut  especially  aimed  at  the  regeneration  of 
France,    Taunton,  1849. 

BILLIABD,  FBAirgOIS  JACQUES  M.  E. 

De  Vordre  naturel  des  Societes,  itude  philoso" 
phique  sur  la  constitution  des  etats.    Paris,  1847. 

BILLIET. 

Du  commerce,  des  dauanes,  et  du  systems  de 
prohibitions  considers  dans  ses  rapports  avec  les 
interits  respectifs  des  nations,    Paris,  1825. 

BILLINGSLET,  JOHN.  Of  Ashwick  Grove. 

A  general  view  of  the  agriculture  of  the  county 
of  Somerset,    London,  1 798. 

BILL  OBLIOATOBT,  OP  CBEBIT,  or  OF 
BEBT.  The  names  by  which  were  known  for- 
merly those  instruments  of  credit  which  are  now 
called  Promissory  Notes. 

We  have  observed  that  a  bill  of  exchange 
(Bill  op  Exchangb)  by  its  very  name,  litterce 
cambitori<B,  denotes  an  instrument  of  credit  drawn 
by  a  person  in  one  country,  and  addressed  to  some 
one  in  another  country.  And  such  an  instrument 
naturally  assumed  the  form  of  a  letter  addressed 
by  the  creditor  to  the  debtor,  directing  him  to  pay 
a  certain  sum  of  money  at  a  certain  rate  of  ex- 
change. The  use  of  these  instruments  of  credit 
between  different  countries  long  preceded  the  use 
of  instruments  of  credit  within  the  same  nation. 

Credit  in  the  form  of  promissory  notes  was  well 
known  to  the  Greeks,  but  we  have  no  evidence 
that  these  notes  were  transferable.  These  were 
not  noade  transferable  till  long^  after  bills  of  ex- 
change were.  About  the  end  of  the  16th  century 
the  merchants  of  Amsterdam,  Middlebnrgh,  and 
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Hambnrgb,  and  some  other  places,  began  to  use 
instrnments  of  credit  among  themselves,  and  as 
the  parties  came  into  personal  contact,  thej  na- 
turally assumed  the  form  of  an  acknowledgment 
of  the  debt  by  the  debtor,  with  a  promise  to  pay 
it  to  bearer  on  demand,  at  the  time  fixed.  These 
were  called  bills  obligatory,  or  of  debt,  or  of 
credit,  and  were  transferable  by  indorsement  in 
all  respects  like  bills  of  exchange. 

Gerard  Malynes,  in  his  Conauetudo^  or,  Lex 
Mercaioria^  gives  a  very  full  account  of  these  bills 
and  strongly  advocated  their  introduction  into 
England ;  but  he  saw  that  the  Common  Law  of 
England,  which  strictly  forbids  the  transfer  of 
debts,  was  a  bar  to  it.  The  first  promissory 
notes  introduced  were  by  the  goldsmiths,  or 
bankers,  but  they  were  not  recognized  by  the 
law.  The  first  promissory  notes  recognized  by 
law  were  those  of  the  Bsmk  of  Enghuid,  which 
were  technicaUy  called  bills  obligatory,  or  of 
credit.  This  name  was  retained  in  the  Bank  of 
Ireland  Act.  But  this  name  has  now  been  en- 
tirely superseded  by  that  of  Fbomibsobt  Notbs, 
or  Sank  Notxs,  which  see. 

BUI  OF  EXCHANGE.  We  have  observed 
(Ckbdit)  that  there  are  two  great  divisions  of 
instruments  of  Credit,  one  in  the  form  of  Pro- 
mises to  pay,  which  were  formerly  called  Bills 
of  Credit,  or  of  Debt,  or  Bills  Obligatory,  but 
which  are  now  known  by  the  generic  name  of 
FaoMissoBT  Notes,  and  the  other  in  the  form  of 
Obders  to  pay,  which  are  chiefly  known  by  the 
name  of  Bills  of  Exchange,  which  include,  also, 
Letters  of  Credit,  Bankers'  Drafts,  and  Cheques. 

2.  From  the  immense  magnitude  of  the  trans- 
actions carried  on  in  modern  times  by  means  of 
instruments  of  Credit,  a  very  extensive  and  subtle 
branch  of  law  has  sprung  up,  which  every  Political 
Economist  should  master,  as  an  essential  portion  of 
his  science.  In  the  following  article  we  shall  not 
give  any  general  view  of  the  law  of  Bills  of  Ex- 
change, but  refer  our  readers  to  the  works  men- 
tioned at  the  end  of  it.  But  there  are  certain 
portions  of  the  law  which  it  is  indispensably 
necessary  to  know,  in  order  to  form  a  true  com- 
prehension of  their  nature,  and  which  involve 
some  of  the  most  subtle  conceptions  in  Political 
Economy,  and  these  only  we  shall  notice. 

3.  In  its  most  general  form  a  Bill  of  Exchange 
is  a  letter  from  one  person  to  another,  obdebing 
him  to  pay— first,  a  certain  sum  of  money; 
secondly,  to  a  certain  person ;  thirdly,  at  a  cer- 
tain event. 

The  person  who  addresses  the  letter  is  called 
the  drawer^  the  person  to  whom  it  is  addressed  is 
called  the  drawee;  and  the  person  to  whom  it  is 
to  be  paid  is  called  the  payee* 

It  is  the  payee's  business,  on  the  first  convenient 
opportunity  after  he  has  received  the  letter,  to 
present  it  to  the  drawee,  to  know  if  he  will  pay  it ; 
if  he  consents  to  do  so,  it  is  usual  for  him  to  write 
his  name  across  the  face  of  the  bill,  and  he  is 
then  called  the  acceptor. 

Now,  with  respect  to  the  three  essentials  of  the 
Bill,  we  may  remark : — 

1.  That  though  the  bill  must  be  expressed  to 
be  payable  in  a  fixed  and  certain  sum  of  money, 
it  is  yet  forbidden  to  be  the  appropriation  of  any 
particular  sum  of  money,  or  to  be  payable  out  of 
any  particular  fund.    If  an  instroment  were  to 


be  drawn  in  such  a  form,  it  would  not  "be  &  BiU 
of  Exchange.  Thus,  though  a  BiU  is  expressed 
to  be  payable  in  money,  it,  as  well  as  all  other 
instruments  of  credit,  is  absolutely  sbvbbeb 
from  all  connexion  with  any  specific  money,  and 
it  circulates  on  the  mere  belief,  or  credit^  that  the 
person  by  whom  it  is  to  be  paid,  can  do  so  at  the 
appointed  time. 

Thus  we  see  how  it  is  essentially  distinguished 
from  a  Bill  of  Lading  (Bill  of  Ladibo),  which 
is  always  the  representative  of  a  particular  quan- 
tity of  goods.  A  Bill  of  Exchange  always  circu- 
lates in  commerce,  severed  from  money.  A  Bill 
of  Lading  is  always  inseparable  from  goods. 

4.  This  doctrine  of  the  separate  and  inde- 
pendent existence  of  Bills  of  Exchange  and  other 
instruments  of  credit,  and  the  non-independence 
of  Bills  of  Lading,  is,  beyond  all  question,  the 
great  master-subtlety  of  Political  Economy.  Its 
reason  and  meaning  is  fully  explained  in  the 
subsequent  part  of  this  article,  as  well  as  under 
Cbbdit.  It  Is  the  pons  asinobum  of  Political 
Economy.  A  confrision  on  this  point  has  been 
the  cause  of  some  of  the  most  terrible  calamities 
the  world  ev^  saw,  and  is  the  root  of  those  wild 
theories  of  currency  of  which  John  Law'^s  is  the 
type.  And  there  is  the  greater  necessity  that  we 
should  explain  and  enforce  it,  as  several  very 
able  Economists  have  been  belled  into  error, 
and  have  adopted  the  very  one  of  Law. 

5.  2ndly.  With  respect  to  the  person : — 
The  drawer  may  make  the  bill  payable  either 

to  a  third  person,  or  to  his  order,  or  to  himself,  or 
to  his  own  order. 

If  the  drawer  make  it  payable  to  himself  only, 
or  to  a  third  person  only,  without  inserting  the 
words  *'*'  or  order,**  the  bill  can  be  paid  oi3y  to 
the  person  named,  and  cannot  be  transferred  to 
any  one  else,  or  cannot  be  n^otiaiedy  as  it  is 
termed. 

If  the  words  ^  or  order"  are  inserted  alter  the 
payee's  name,  he  can  transfer  it  to  any  one  else. 
This  is  done  by  writing  his  name  on  the  back  of 
the  bin,  hence  it  is  called  an  indorsement^  the  per- 
son who  does  it  is  called  the  indorser,  and  the 
person  to  whom  it  is  delivered,  is  called  the 
indorsee. 

The  indorsement  may  be  either  special  or  ge- 
neral. If  the  indorser  inserts  the  indorsee's  name, 
and  makes  it  payable  to  the  indorsee's  order  only, 
then  it  can  only  be  transferred  or  paid  by  the  in- 
dorsee's indorsement ;  and  he  may  transfer  it  in 
a  similar  manner  if  he  pleases,  and  so  on  through 
any  number  <^  hands. 

But  if  the  first  indorsee  to  whose  order  it  is 
payable  delivers  it  with  his  own  name  only, 
written  on  the  back,  it  is  called  an  indorsement  in 
blank.  Its  effect  is  that  it  makes  the  bill  trans- 
ferable by  mere  delivery,  without  any  farther 
indorsement,  exactly  like  a  bank  note,  or  money; 
and  the  bill  is  then  payable  to  bearer^  like  a  bank 
note. 

Formerly,  indorsement  was  In  all  cases  neces" 
sary  to  transfer  the  property  in  a  bill,  or  note. 
But  in  English  law  this  has  ceased  to  be  the  case 
though  it  is  so  still  in  the  law  of  some  foreign 
countries.  It  became  the  custom  of  merchants  in 
Engkmd,  which  has  long  acquired  the  force  of 
law,  that  any  instrument  of  credit  indorsed  in 
blank,  may  be  transferred  by  simple  deliyeiy, 
without  any  farther  indorsement. 


BILL  OF  EXCHANGE. 


BILL  OF  EXCHANGE. 


267 


The  general  rule  of  English  law  is  now,  that  if 
any  instrument  of  credit  whatever,  whether  it  be 
a  bank  note,  or  a  bill  of  exchange,  be  taken  in 
exchange  for  goods,  or  money,  in  any  transaction, 
it  is  a  final  closing  of  that  transaction,  and  the 
receiver  has  no  remedy  against  the  transferer,  if 
the  instrument  be  not  paid.  The  payment  is  in  fact 
in  all  respects  as  wdid  and  final  as  if  it  were 

MONBT. 

Except  only  in  the  case  of  fraud,  where  the 
payer  knew  that  the  banker  or  person,  whose  note 
or  bill  he  tendered,  was  bankrupt  or  insolvent. 

In  the  case  of  bankers*  notes  issued  by  persons 
who  were  well  known  in  the  neighbourhood,  the 
custom  of  indorsement  very  soon  fell  into  disuse, 
though  not  sanctioned  by  law,  and  they  are  com- 
monly taken  without  indorsement.  But  that  does 
not  affect  the  law  of  the  case ;  it  is  done  at  the 
risk  of  the  taker. 

In  the  case  of  bills  of  exchange,  it  is  still  the 
custom  to  indorse  than  on  a  transfer;  at  least 
there  are  very  few  persons  who  would  take  them 
without  indorsement.  And  the  effect  of  the  in- 
dorsement is  this :  that  if  the  bill  be  not  paid  by 
the  acceptor  at  maturity,  and  if  the  owner,  or 
holder,  of  it  gives  immediate  notice  to  any,  or  all, 
of  the  preceding  parties  on  it,  he  has  a  claim 
against  them  for  payment  of  it. 

But  this  demand  for  payment  must  be  made 
without  delay,  in  almost  all  cases  within  twenty- 
four  hours  after  the  fact  of  non-payment  is  known 
to  the  holder.  If  delay  be  made  in  notifying  the 
fact,  and  demanding  payment  from  the  parties 
liable,  they  are  absolved,  and  the  holder's  remedy 
is  gone. 

Xhus,  in  modern  practice,  the  indorsement  Is 
merely  a  limited  warranty  of  soundness.  There 
is  no  other  difference  whatever  between  selling 
goods  or  money  for  a  bill  with,  or  without,  in- 
dorsement, than  between  selling  any  other  article, 
say  a  horse,  a  watch,  or  a  carriage  with,  or  with- 
out, a  limited  warranty.  It  is  in  all  cases  a  sale» 
In  the  cases  of  a  bill  taken  without  indorsement, 
or  a  horse  bought  without  a  warranty,  the  sale  is 
final  and  conclusive;  in  the  case  of  a  bill  taken 
with  an  indorsement,  or  a  horse  bought  with  a 
warranty,  the  sale  may  be  cancelled,  .if  the  de- 
maud  be  made  within  the  time  limited  by  the 
warranty,  otherwise  it  is  also  final  and  conclusive. 

6.  Srdly.  With  respect  to  the  event : — 

It  must  be  certain,  and  not  contingent.  Thus 
the  bill  may  be  made  payable  at  sight,  or  on 
demand,  or  at  a  certain  tmie  after  the  date  of  the 
bill. 

Bills  made  payable  on  demand  are  actually 
payable  on  demand.  Bills  made  payable  at  a 
certain  time  after  date,  were  always  payable  on 
demand  when  that  time  arrived.  But  in  almost 
every  place,  certain  days  were  allowed  before 
the  holder  could  commence  an  action  for  non- 
XMiyment  of  the  bilL  These  were  termed  days  of 
fi^raesy  and,  by  mercantile  usage,  these  days  are  now 
in  fiict  incorporated  with  the  bUl,  and  the  last  day 
of  grace  is  now  held  to  be  the  day  on  which  the 
bill  is  to  be  presented  and  paid.  The  days  of 
grace  vary  in  different  places,  but  they  are  usu- 
ally from  three  to  ten. 

7.  The  usual  form  of  a  BID  of  Exchange  is 
thus : — 


London,  January  1, 18G0. 

£287  15  8. 
Three  months  after  date^va/y  to  myself^  (or  A,  BJ, 
or  order  J  the  sum  of  Two  hundred  ana  eighty  seven 
pounds,  ffteen  shUlinffs,  and  eightpenoe,  value  re^ 
ceived, 

William  Smith. 

lb  Mr  John  Cox, 
Linendraper, 

StraJidy 
LoNDOir. 

It  is  usual  in  English  bills  to  insert  the  words 
"value  received,*"  but  it  is  not  necessary.  In 
former  times  it  was  necessary  to  state  what  the 
debt  arose  from,  whether  money  or  goods.  But 
that  has  long  fallen  into  disuse  in  this  country. 

Such  are  the  essential  points  of  these  instru- 
ments, which  are  the  mighty  moving  power  of 
modem  commerce.  Nothing  appears  more  simple^ 
but,  like  many  other  things  of  great  apparent 
simplicity,  they  required  centuries  to  bring  them 
to  their  present  state  of  perfection. 

8.  The  history  of  Bills  of  Exchange.  It  is  a 
question  which  has  been  much  disputed,  whether 
bills  of  exchange  were  known  to  the  ancients. 
Some  writers,  indeed,  and  particularly  Dupont 
de  Nemours,  boldly  affirm  that  they  were  well 
known,  and  used  in  all  the  great  commercial  cities 
of  antiquity.  Tyre,  Carthage,  Corinth,  Athens, 
&c.  But  as  he  brings  forward  no  authority  for 
this  assertion,  we  may  well  be  excused  from  be- 
lieving it  on  his  ipse  dixit  only.  Other  writers, 
however,  think  that  a  few  passages  in  Isocrates 
and  in  Cicero,  are  sufficient  proof  of  the  fact. 
These  we  shall  consider  shortly. 

Credit,  indeed,  in  its  simplest  form  of  a  direct 
loan  from  one  person  to  another,  with  a  promis- 
sory note  as  evidence  and  security  for  the  debt, 
was  well  known  both  to  the  Greeks  and  Romans. 
We  have  the  very  word  for  a  promissory  note, 
XC(f>oypa^K|  which  was  adopted  by  the  Romans 
as  churographum.  We  also  know  that  the  Roman 
bankers  invented  the  method  of  paying  by 
cheques.  Dealings  on  credit  were  adso  well 
known  at  Rome.  And  by  that  amusing  comedy, 
the  Pseudolus  of  Flautus,  we  know  that  a  trick, 
with  which  our  bankruptcy  courts  are  familiar, 
was  known  long  ago.  When  Callidorus  wants  to 
raise  money  in  his  amatory  difficulty,  Ballio  says 
to  him,  I.  3.  67. 

"  Erne  die  ocsoi,  herole,  olivom :  id  vendito  ooulatA 
die." 

Which  very  dark  sentence  the  learned  interpret 
to  mean,  "  Buy  oil  on  credit,  and  sell  it  for  ready 
money.**  Thus,  in  its  simplest  and  rudest  form, 
credit  was  certainly  well  luiown  to  the  ancients. 
But  that  great  invention,  by  which  debts  are 
made  saleable,  and  credit  is  brought  into  com- 
merce like  merchandize,  and  made  the  great  pro- 
ductive power  of  modem  times,  was — as  far,  at 
least,  as  we  have  been  able  to  discover — ^wholly 
unknown  to  the  ancients. 

9.  The  only  evidence  that  we  have,  we  believe, 
that  Bills  of  Exchange  were  at  all  blown  to  the 
ancients,  consists  in  a  passage  in  Isocrates  and  a 
few  in  Cicero. 

In  the  Trapeziticus  of  Isocrates,  which  is  a 
speech  in  an  action  against  the  banker  Pasion  for 
having  defrauded  one  of  his  customers,  he  says : 
"  Moreover,  Pasion  has  tried  to  persuade  some 
people  that  I  had  no  money  at  all  here,  and  that 
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I  only  borrowed  300  staters  from  Stratocles.  It 
is  therefore  worth  while  to  explain  this  matter, 
that  70a  may  see  what  arguments  he  relies  on  to 
cheat  me  of  my  money.  It  happened,  judges,  that 
Stratocles  was  just  going  to  sail  to  Pontus,  at  the 
very  time  when  I  wanted  to  bring  some  money 
from  there.  I,  therefore,  asked  him  to  leave  his 
moH^y  with  me,  and  that  he  should  receive  it 
from  my  father  in  Pontus,  thinking  it  would  be  a 
great  advantage  not  to  hazard  my  money  in  a 
voyage,  at  a  time  when  the  LacedaBmonians  were 
masters  at  sea.  This  I  think  is  no  proof  at  all 
that  I  had  no  money  here.  On  the  contrary,  my 
transaction  with  Stratocles  is  the  very  best  proof 
that  I  had  money  in  his  hands.  For,  when  Stra- 
tocles asked  me  who  was  to  pay  him  his  money  if 
my  father  would  not  do  what  was  ordered  in  the 
letter ;  or,  if  he  came  back  here,  and  did  not  find 
me,  I  took  him  to  Pasion,  who  promised  that  he 
would  pay  him  principal  and  interest.  And  will 
you  believe  that  he  would  so  easily  have  made 
himself  liable  for  so  much  money,  if  I  had  had 
none  deposited  with  him  ?" 

We  have  quoted  this  passage  at  length,  because 
it  is  the  only  one,  we  believe,  that  was  ever 
brought  forward  to  prove  that  the  Greeks  used 
bills  of  exchange.  And  some  writers  fancy  that 
they  can  discover  in  it  that  the  Greeks  habitually 
used  them.  But  we  think  that  it  will  not  wai'- 
rant  any  such  conclusion.  Granting  that  it  does 
bear  a  resemblance  to  drawing  a  bill  on  his  father 
at  Pontus,  the  particularity  with  which  it  is 
detailed,  seems  to  us  to  prove  that  it  was  an 
isolated  transaction,  which  it  was  necessary  to 
detail  at  full  length  to  the  judges.  If  the  custom 
of  drawing  bills  on  foreign  cities  were  well  known, 
it  would  have  been  stated  in  much  shorter  terms. 
Moreover,  there  is  not  in  the  original  Greek  a 
single  word  which  bears  a  technical  signification, 
such  as  drafts  or  hiU,  To  argue  that,  because  on 
a  single  occasion  a  man  gives  anothw  a  letter  of 
credit  on  his  father,  and  gets  his  banker  to 
guarantee  payment  of  it,  the  whole  of  the  intri- 
cate system  of  bills  of  exchange  was  known  and 
commonly  used  by  the  Greeks,  seems  to  us  very 
much  the  same  as  it  woidd  be  to  argue  that 
printing  was  well  known  to  them,  because  some 
single  individual  may,  on  some  single  occasion, 
have  stamped  an  impression  on  parchment.  The 
untechnical  language,  and  the  particularity  with 
which  the  transaction  is  described,  seem  to  us  to 
shew  that  it  was  not  a  usual,  or  well  understood 
thing.  We  therefore  conclude  that  what  evidence 
there  is,  rather  tends  to  prove  that  the  Greeks 
were  wholly  unacquainted  with  the  use  of  bills 
of  exchange. 

In  Cicero  we  find  several  passages  which  speak 
of  remitting  draffcs.  Thus,  JEpist  ad  famil,  to 
Caninitu  Saltutius,  *'  Se  ait  curasse,  ut  cum 
quffistn  populi  pecunia  permutaretur  "  **  He  says 
that  he  has  taken  care  that  a  draft  for  the  money 
should  be  sent  (to  Kome)  along  with  the  peoplo*s 
share  of  the  profit."  So  when  his  son  is  going  to 
Athens  he  writes  to  Atticus,  xii.  24,  "  Sed  quasro, 
quod  illi  opus  erit  Athenis,  permutarine  possit, 
an  ipsi  ferendum  sit." — "But  I  wish  to  know 
whether  the  money  which  he  will  require  at 
Athens  can  be  sent  by  a  draft,  or  whether  he 
must  carry  it  with  him."  So  also,  xv.  15,  "Quare 
velim  cures,  ut  permutetur  Athenas,  quod  sit  in 
annunm  sumptum  ei." — ^''Wherefore  I  wish  you 


to  take  care  to  send  him  a  draft  at  Athens  for  his 
yearly  expenses."  So  also,  v.  15,  "Ut  vereor,  ne 
illud  quod  tecum  permutavri,  versurft  mihi  sol- 
vendum  sit." — "  So  that  I  fear  that  I  must  borrow 
money  to  pay  the  draft  you  changed  for  me."  So 
also,  "  Scripseras  ut  H.  S.  xii.  permutaret." — 
"  You  had  written  that  he  was  to  send  me  a  draft, 
or  bill,  for  12  sestertia." 

M.  Nouguier  (Dm  lettres  de  chaTige^  grc.,  VoL 
L  p.  29)  quotes  several  writers,  as  Bemier, 
Savary,  Locr^,  who  deny  that  Bills  of  Exchange 
were  known  to  Roman  law,  in  which  they, 
as  well  as  Pothier,  who  says  the  same,  are  un- 
doubtedly right.  But  some  of  them  also  assert, 
that  there  is  no  trace  of  their  existence  to  be  found 
in  Roman,  or  ancient,  manners  and  customs,  bat 
this  is,  undoubtedly,  going  too  far,  as  the  above 
extracts  from  Cicero  certainly  prove  that  Bills  of 
Exchange,  or  drafts,  were  known  and  used,  to  a 
limited  extent.  That  they  do  not  appear  in 
Roman  jurisprudence  is  no  proof  that  they  did 
not  exist  in  fact.  We  know,  as  a  fact,  that  they 
existed  in  Endand  for  four  centuries  before  any 
case  on  them  found  its  way  into  our  law  books. 
It  cannot,  therefore,  we  think,  be  denied  that,  to  a 
certain  extent,  they  were  known  to  the  Romans. 
For  their  use  in  the  East,  see  Cu&renct,  Papek. 

10.  The  period  of  the  invention  of  bills  of  ex- 
change in  Europe  in  modern  times,  is  also  some- 
what obscure.  Mr.  Fortune,  indeed,  says  that 
they  were  in  use  in  1160,  but  he  does  not  give  any 
authority  for  this,  and  we  have  not  been  able  to 
discover  any.  A  host  of  wi'iters,  however,  have 
adopted  the  conjecture  that  they  were  invented 
by  the  Jews  in  1181,  upon  their  expulsion  from 
France  by  Philippe  Auguste.  The  Jews  were 
the  earliest  money-dealers  in  Christendom,  and 
hence  it  is  natural  to  ascribe  all  improvements  in 
money  dealings  to  them.  M.  Nouguier  quotes  the 
opinion  of  Cleirac,  Savary,  Forbonnais,  Bernier, 
Toubeau,  Gr^goire,  Bishop  of  Blois,  Montesquieu, 
Voltaire,  Anquetil,  Isambert,  Salvador,  Merlin, 
Capefigue,  Rigaudier,  that  bills  of  exchange  were 
invented  by  the  Jews  at  that  epoch,  and  adopts 
that  opinion  himself. 

11.  Nevertheless,  a  critic  must  not  suffer  bis 
eyes  to  be  dazzled  by  the  multitudes  of  conjec- 
tures even  of  eminent  men.  Conjectures  are  no- 
thing but  conjectures,  whatever  the  number  or 
eminence  of  the  persons  may  be,  who  transmit 
them  from  one  to  another.  Amongst  all  these 
writers,  then,  as  far  as  we  can  see,  not  one  has 
adduced  a  single  fact,  or  any  historical  evidence, 
to  support  this  conjecture.  However  probable  it 
may  be,  therefore,  that  the  Jews  may  have  in- 
vented them,  we  must  yet  try  if  we  can  discover 
any  solid  basis  of  facts  to  help  us. 

12.  Now,  in  the  first  place,  it  appears  to  us 
that  those  writers  who  have  attributed  the  inven- 
tion of  bills  of  exchange  to  the  Jews  on  this  occa- 
sion, have  not  well  considered  the  nature  of  an 
exchange.  They  appear  to  suppose  that  a  body  of 
persons  being  expelled  from  a  country  en  masse^ 
can  transmit  their  effects  by  bills  of  exchange. 
But  this  is  evidently  an  error.  Bills  of  exchange 
arise  out  of  reciprocal  debts.  There  must  be  a 
retransmission,  as  well  as  a  transmission,  to  com- 
plete the  circuit  as  we  may  say.  In  order  that 
an  exchange  may  exist  between  any  two  places, 
there  must  be  a  well  organized  correspondence, 
and  mutual  dealings,  which  we  do  not  think  there 
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is  any  evidence  to  prove  existed  in  those  times. 
Bills  of  exchange  originate  ont  of  peaceful  dealings 
and  in  quiet  times,  and  not  in  turbulent  disorders. 

13.  In  the  next  place,  we  must  regard  the 
name.  The  original  name  for  bills  of  exchange 
is  littera  CambitorieB  or  money  dealers'  drafts, 
in  modem  phrase,  bankers^  drafts.  It  is  perfectly 
clear,  then,  that  bills  of  exchange  originated  with 
the  Cambitores.  Now,  no  one  alleges  that  the 
Gambitores  were  exclusively  Jews.  The  Cam- 
bitores were  persons  who  originally  kept  tables 
in  the  cathedrals  for  the  exchange  of  money  of 
foreigners  who  came  to  worship.  Now  if  bills  of 
exchange  had  originated  with  the  Jews,  we  should 
naturally  have  expected  them  to  be  called  by  some 
name  indicative  of  their  origin.  Usury  was  not 
permitted  to  Christians,  but  it  was  to  Jews,  and 
hence  it  was  called  Judaismua.  Hence,  if  bills 
had  been  invented  by  the  Jews,  we  might  have 
expected  them  to  be  called  littera  Judedea^  or 
something  of  that  sort.  Now,  their  name  indi- 
cates their  origin  very  clearly,  and  it  does  not 
point  to  the  Jews,  but  to  the  Cambitores. 

14.  Having  thus  shewn  the  persons  with  whom 
bills  most  probably  originated,  we  must  next  en- 
deavour to  find  some  historical  evidence  as  to 
when  and  how  they  originated. 

The  power  and  the  arrogance  of  the  Popes  had 
long  been  increasing,  till,  in  the  time  of  the  cru- 
sades, they  claimed  the  general  power  to  tax  all 
Christendom  to  support  them,  and  in  process  of 
time  they  sent  their  own  agents  to  collect  the 
money.  These  agents  were  correspondents  of  the 
Italian  Cambitores.  In  the  middle  of  the  12th 
century,  the  merchants  of  Florence  took  up  the 
business  of  money  dealing  to  a  great  extent,  and 
their  example  was  soon  imitated  by  other  Italian 
cities,  such  as  Lucca,  Sienna,  and  especially  the 
Lombard  cities  of  Milan,  Placentia,  and  Asti. 
Cahors,  in  France,  was  also  remarkable  for  its 
monetary  transactions.  Wherever  the  Fope*s 
taxes  were  to  be  collected,  these  bankers  sent 
agents  to  collect  the  money,  and  they  also  advanced 
money  at  heavy  interest  to  those  who  required 
it.  In  the  countries  nearer  Rome,  these  persons 
were  established  first.  We  have  the  exact  date 
when  they  first  came  into  England.  In  1229, 
the  Pope  sent  his  chaplain  Stephen,  and  a 
nancio,  into  England,  to  demand  a  tenth  part  of 
all  the  moveable  goods  of  all  persons,  lay  as  well 
as  spiritual,  in  England,  Ireland,  and  Wales,  to 
support  his  war  against  Frederick.  A  Parlia- 
ment was  held  to  consider  this  demand.  The 
foolish  king  had  already  agreed  to  it,  but  the  lay 
lords  indignantly  refused  to  subject  their  lands  to 
the  Pope.  The  ecclesiastics,  however,  after  con- 
siderable grumbling,  were  obliged  to  yield,  from 
fear  of  excommunication.  The  nuncio  then  ex- 
hibited the  letters  authorising  him  to  collect  these 
tenths.  The  strictest  valuation  was  made  of 
church  property.  Many  of  tiiie  Bishops  were 
obliged  to  pawn  their  church  ornaments  and 
vessels,  and  to  borrow  monej  at  heavy  interest 
from  merchants  who  had  come  in  with  the  nuncio 
for  this  very  purpose.  These  were  the  Caursini, 
or  Cahorsini,  bankers  of  Cahors.  {Holinshed, 
Vol,  11.  p.  864,  Hdit,  1807).  These  bankers 
exacted  such  heavy  interest  that  they  excited  the 
people  against  them.  Holinshed  says,  **This 
year  (1285),  the  Bishop  of  London  pronounced 
the  sentence  of  excommunication  against  certain 


usurers,  called  Caorsini.  But  because  the  said 
usurers  shadowed  themselves  under  the  pretext 
of  the  Pope*s  merchants  (as  they  named  them- 
selves), they  prevailed  so  much  by  the  favor  of 
the  Ck)urt  of  Rome,  that  the  said  Bishop,  being 
sick  and  feeble,  was  cited  peremptorily  in  the 
paiiis  beyond  the  seas,  before  judges  chosen  forth 
by  the  same  usurers,  to  make  answer  for  such 
high  injury  as  he  had  done  the  Pope's  factors." 
In  1251,  the  Caorsini,  who  had  bought  large 
houses  in  London,  were  again  attacked.  They 
were  cited  by  the  King  for  taking  unlawful 
usury;  some  were  fined  and  imprisoned.  The 
rest  hid  themselves,  and  at  last  were  allowed  to 
continue  their  business  on  paying  heavy  compo- 
sitions. The  prelates,  however,  did  not  dare  to 
attack  them,  as  they  were  under  the  protection  of 
the  Pope.  The  Jews  rejoiced  to  see  them  treated 
in  the  same  manner  as  themselves. 

16,  We  need  not  multiply  notices  of  these  per- 
sons, which  are  abundant  enough  after  this  date. 
There  is  almost  an  absolute  certainty  that  Bills  of 
Exchange  were  invented  by  these  persons.  We 
have  here  what  is  exactly  wanted — a  well  organ- 
ised system  of  correspondence.  And  Ranke 
bears  out  this  opinion.  He  says,  (^Oeshichte  der 
Romische  Papste  Vol.  1,  p,  404,  Edit  1838.) 
"Wenn  man  bemerkt  hat  das  die  Wechselges- 
chafte  des  Mittelalters  ihre  Ausbildung  hanpt- 
sSchlich  der  Natur  der  papstlichen  EinkOnfte  ver- 
dankten,  die  in  aller  Welt  fallig,  von  alien  Seiten 
andie  Curie  zu  (ibermachen  waren."— **  As  it  has 
been  observed  that  the  business  of  exchange,  or 
banking,  in  the  middle  ages,  received  its  chief 
extension  from  the  nature  of  the  papal  revenues, 
which,  falling  due  throughout  the  world,  had  to 
be  remitted  from  all  quarters  to  the  Curia." 

16.  M.  Nouguier  cites  the  Stahitum  Avenionense 
of  1243,  de  Utteris  cambii,  and  also  from  Nicolai  de 
Passeribus,  a  law  of  Venice,  in  1272,  de  litteris 
cambii.  Now  if  they  were  merely  a  secret  inven- 
tion of  the  Jews,  we  cannot  think  that  they  would 
so  soon  have  become  known  to  their  enemies,  or 
been  publicly  recognised  by  them. 

17.  Hence  we  see,  that  originally  a  bill  of  ex- 
change was  a  buiker's  draft,  addressed  from  a 
person  in  one  country  to  some  one  in  another, 
whose  business  it  was  to  exchange  foreign  money. 
From  these  persons  It  naturally  spread  to  com- 
merce, but  at  what  time  does  not  appear.  The 
oldest  bill  of  exchange  known  to  exist  is  quoted 
from  Baldo  by  Nouguier.  It  was  drawn  probably 
in  1380,  in  the  following  terms : — "  Al  nome  de  Dio^ 
Amen.  A  di  prima  di  Februario  MCCCLXXXI^ 
pagate  per  questa  prima  lettera  ad  uaanzoy  da  vox 
medesimo  libre  43  de^  grossi,  sono  per  cambio  de* 
ducati  440,  che  quesH  cm'  hone  recevuto  da  Sejo  el 
Compagni  attramenie  le  pagate^  Another  is 
quoted  by  Capmany  of  1404,  which  was  drawn 
by  a  Luccese  merchant  of  Bruges  on  his  corre- 
spondent at  Barcelona,  and  ncgociated  by  him  in 
Bruges.  When  the  bill  was  presented  for  payment 
in  Barcelona  it  was  dishonoured.  In  neither  of 
these  bills  are  there  any  words  of  negotiability, 
yet  we  find  that  one  was  negotiated,  whence  we 
may  conclude  that  the  practice  of  negotiating 
them  sprung  up  long  before  it  was  recognised  on 
their  face. 

18.  The  time  when  bills  were  made  nego- 
tiable has  been  much  disputed.  Several  authors 
attribute  it  to  Cardinal  Richelieu,  1620—1642. 
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And  in  this  opinion  M.  IN'ongnier  agrees.  Bnt  if  it 
18  meant  to  affirm  by  this  that  Bichelien  first  made 
instruments  of  credit  assignable,  this  is  clearly 
a  mistake.  For  in  a  bill  of  exchange  quoted  by 
Lawson  {History  of  Bankings  p,  38)  of  the  date 
1589,  the  power  of  negotiability  is  inserted  in  it. 
**  Witnesseth  this  present  bill  of  exchange,  that 
I,  Robert  Anderson,  merchant  of  the  city  of 
Bristowe,  do  owe  nnto  Thomas  Mnn,  merchant 
of  the  said  city,  the  sum  of  100  ducats ;  I  say 
100  ducats  of  current  money  of  Spain,  account- 
ing after  1 1  rials  of  plate  to  the  ducat,  to  be  paid 
nnto  the  said  Thomas  Mun,  or  his  assigns^  10  days 
after,  &c.'*  It  is  remarkable,  however,  that 
Malynes,  in  1622,  says  (p.  270,  JEdit.  1686).— 
"Neither  can  yon  make  a  bill  of  exchange  pay- 
able to  the  bearer,  or  bringer  thereof,  (as  you 
make  your  bills  obligatory  beyond  the  seas,)  to 
avoid  the  inconvenience  which  might  happen  in 
derogation  of  the  nobleness  of  the  said  bill  of 
exchange,  which  every  merchant  is  to  maintain.** 
But  in  the  forms  of  bills  given  by  Marius,  writing 
in  1654,  the  words  "  or  assigns,"  and  "  or  order," 
are  introduced  in  the  bill.  Moreover,  Malynes, 
in  his  Lex  Mercatoria,  (1622),  gives  a  fhll  account 
of  the'bills  of  credit,  which  had  been  long  used 
in  Holland  which  were  payable  to  bearer. 

19.  For  a  long  time  bills  of  exchange  were 
confined  to  what  their  name  indicated,  namely — 
bills  drawn  in  one  country  to  be  paid  in  the 
money  of  another.  The  Common  Law  of  Eng- 
land, which  inflexibly  forbade  the  assignment  of 
a  debt,  was  of  course  a  bar  to  their  introduction 
into  England.  But  the  custom  with  respect  to 
foreign  bills  was  adopted  by  it,  to  facilitate  foreign 
trade.  It  was  long  before  the  transfer  of  internal 
debts  was  adopted.  At  last  it  was  adopted  be- 
tween London  and  York,  and  London  and  Bristol. 
Thus  the  custom  of  inland  bills  of  exchange 
began.  But  it  was  still  confined  to  different 
towns,  and  for  a  long  time  it  was  essential  that 
a  bill  should  be  drawn  in  one  town  upon  another. 
At  last  transferable  bills  were  introduced  be- 
tween persons  in  the  same  town,  or  between 
wholesale  dealers  and  retail  dealers,  and  these 
did  not  assume  the  form  of  bills  of  credit,  as 
we  should  expect  they  naturally  would  have  done, 
as  in  Holland ;  but  they  still  retained  the  form 
of  a  bill  of  exchange,  as  that  was  already  toler- 
ated by  law.  Thus  by  striking  off  one  limitation 
after  another,  they  have  gradually  become  what 
they  are  now,  merely  an  order  from  one  person 
to  another  to  pay  money,  and  they  have  thus  lost 
all  trace  of  their  etymological  origin. 

20.  Having  thus  traced  the  origin  and  history 
of  Bills  of  Exchange,  and  explained  their  legal 
essentials,  we  shall  now  proceed  to  investigate 
their  nature,  and  the  functions  they  perform  in 
Political  Economy.  We  shall  also  shew  in  what 
they  resemble,  and  in  what  they  differ  from. 
Bills  of  Lading. 

21.  Seversd  very  able  writers  on  Political 
Economy,  seeing  that  Bills  of  Exchange  are  ex- 
pressed to  be  payable  in  money,  and  that  they 
circulate  by  indorsement,  which  transfers  the 
right  to  demand  the  money  they  are  said  to  re- 
present; and,  also,  seeing  that  Bills  of  Lading 
are  given  in  reference  to  certain  goods,  and  that 
they  circulate  by  indorsement,  and  transfer  the 
right  to  demand  certain  ffoods,  have  drawn  the 
conclusion  that  they  are  of  the  same  nature,  and 


are  to  be  classed  together.  They  even  give  tliem 
the  name  oi  Jictitious^  or  represenUstioe  values,  in 
opposition  to  money,  as  a  real  value,  and  they 
define  credit  to  be  the  mobilisation  of  fixed  pro- 
perty. The  same  writers,  admitting  that  money 
is  not  a  sign,  or  representative  of  value,  bnt  an 
independent  substantive  article  of  value. 

22.  Nevertheless,  this  is  an  error  of  the  most 
fatal  nature.  It  is  one  of  the  most  momentous 
consequence  in  Political  Economy.  It  is  just  one 
of  those  examples,  which  are  to  be  met  with  in 
so  many  sciences,  in  which  deceptive  superficial 
resemblances  are  to  be  carefully  guarded  against ; 
and  for  the  true  analogy  we  must  penetrate  deep 
below  the  surface,  and  we  shall  find  it  beneath  a 
seeming  opposition. 

23.  Money  and  instruments  of  credit  are 
homogeneous — ^thev  are  not  sigm  or  representa- 
tives of  value,  but  independent  snostantive 
entities. 

Bills  of  Exchange  and  Bills  of  Lading  are  not 
homogeneous.  Bilk  of  Exchange  are  indei>endent 
entitles;  Bills  of  Lading  are  not  independent 
entities,  but  only  signs  or  representatives  of 
value.  Bills  of  Exchange  are  not  signs  or  re- 
presentatives of  value. 

24.  In  order  to  explain  this  clearly,  we  must 
shortly  state  the  changes  of  opinion  which  have 
prevailed  with  respect  to  the  nature  of  money. 

When  men  b^an  to  speculate  on  the  nature  of 
money  in  modem  times,  they  adopted  what  is 
called  the  Mercantile  System.  They  thought  that 
gold  and  silver  were  the  ordy  species  of  wealth, 
and  that  the  only  way  to  enrich  a  nation  was  to 
heap  up  as  much  gold  and  silver  as  possible. 
The  fable  of  Midas  is  an  exemplification  of  this 
craze. 

No  sooner  were  men  convinced  of  the  folly  of 
this  opinion  than  they  rushed  into  the  opposite 
extreme.  They  then  denied  that  money  was 
wealth  at  all.  They  considered  wealth  exclu- 
sively to  consist  in  commodities;  and  becanse 
they  were  to  be  had  in  exchange  for  money,  they 
considered  money  to  be  merely  the  sign  or  repre- 
sentative of  wealth,  or  value.  They  then  said  that 
as  money  was  merely  the  sign  of  wealth,  that  it 
was  of  no  consequence  what  material  it  was  made 
of.  They  then  considered  that  it  might  be  made 
of  any  material  of  no  value,  such  as  paper,  and 
that  as  much  money  might  be  created  as  would 
represent  all  the  wealth  in  the  country.  They 
maintained  that  so  long  as  it  represented  some 
article  of  value  it  could  not  be  depreciated.  This 
was  the  basis  of  Law's  theory  of  money,  which 
proposed  to  create  a  paper  currency  to  represent 
all  the  land  in  the  kingdom.  The  history  of  ex- 
periments, founded  on  this  doctrine,  may  be  seen 
in  the  articles  Asbignats,  and  Bankifo  iv 
Fbaitgs,  in  this  Dictionary.  This  idea  is  also  at 
the  root  of  those  false  theories  of  credit  which  are 
so  prevalent  at  the  present  day,  of  mobilising  all 
the  property  of  the  country,  and  coining  the 
public  funds  into  paper  currency. 

25.  Midas  and  John  Law  are,  therefore,  the 
two  poles  of  currency  crazes.  Turgot  was  the 
person  who  recalled  the  world  to  sober  sense. 
He  shewed  that  money  was  neither  exclusively 
wealth,  nor  was  it  nothing,  or  only  a  sign  of  wealth. 
He  shewed  that  money  was  simply  an  article  of 
value,  like  any  other  article,  and  that  it  was  not 
a  sign  of  wealth,  but  an  independent  value,  just  as 
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anything  else  was.  And  this  doctrine,  that  money 
was  simply  an  article  of  independent  valne,  be- 
came the  corner-stone  of  tme  Political  Economy. 

26.  But  though  this  doctrine  of  Tnrgot*8  was 
an  immense  step  gained,  still  he  did  not  ob- 
tain the  fundamental  conception  of  the  natnre  of 
money.  For  though  it  is  true,  it  does  not  explain 
the  tme  function  that  money  performs  in  economy, 
it  does  not  shew  how  much  money  is  required. 
Aristotle,  in  former  times,  obtained  the  tme  con- 
ception (Asi8toti«b).  He  observes  that  Society 
is  held  toother  by  mutual  exchanges  of  services. 
When  two  services  performed  are  equivalents, 
there  is  no  need  of  money.  But  if  a  person  does 
a  service  to  another,  and  requires  no  immediate 
service  in  return,  he  requires  something  that  will 
enable  him  to  obtain  that  service  at  some  future 
time,  when  he  may  require  it.  This  conception, 
as  we  have  shewn  (Cubkenct),  has  also  been 
seen  by  other  writers,  and  especially  by  Bastiat 
(Bastiat),  and  it  is  the  basis  of  our  own  theory 
of  money.  Hence,  leaving  out  of  consideration 
at  present,  how  money  is  obtained,  and  the  quan- 
tity of  it  required  to  perform  any  particular  duty, 
we  obtain  this  great  fundamental  conception,  that 
money  is  the  representative  of  services  due  to 
the  owner  of  it.  It  is  the  proof  and  the  measure 
of  services  having  been  performed  by  the  owner 
of  it,  for  which  he  has  received  no  equivalent 
service.  And  J.  B.  Say  means  exactly  the  same 
thing  when  he  says  that  a  sale  is  a  demi-exchange. 
(Sat,  Jeak  Baptists).  Hence  we  see  that 
money  is  in  its  nature  general  credit,  as  Burke 
called  it,  (Bcbke,)  or  a  general  bill  of  exchange, 
as  Adam  Smith  calls  it.  (Smith,  Adam).  Hence 
money  is  the  proof  of  past  services,  it  is  the 
representative  o/'disbt, 

27.  Now  we  have  shewn  under  Cbedit,  that 
as  the  future  productivity  of  the  earth  is  an  eco- 
nomical element,  which  may  be  bought  and  sold ; 
flo  also  the  future  productivity  of  each  indivi- 
dual is,  too,  an  economical  element,  which  may 
be  bought  and  sold.  It  may  be  brought  into  com- 
merce, like  any  other  merchandize,  and  the  por- 
tion of  it  which  is  brought  into  commerce  is 
called  credit,  and  is  usually  represented  by  bills 
of  exchange. 

28.  Thus,  not  only  may  a  man  trade  with  money 
which  is  the  fruit  of  hl^  past  services,  but  also,  he 
may  trade  with  his  expectation  of  performing 
future  services.  Now,  as  we  have  shewn  that 
each  man*s  future  productivity  is  an  econo- 
mical element,  it  must  be  capable  of  being 
meagured.  And  the  unit  of  measurement  is  his 
capacity  to  pay  £100  one  year  hence.  Thus  a 
trader's  promise  to  pay  £100  one  year  hence  is 
the  unit  adopted  in  measuring  his  credit;  and 
this  is  bought  and  sold  in  commerce  just  in  the 
same  way  as  a  pound  of  butter,  or  a  quarter  of 
corn.  The  price,  however,  is  expressed  some- 
what differently.  When  a  commodity  is  bought, 
the  quantity  of  money  given  for  the  article  is 
namcHl  When  debts  are  bought,  it  is  usual  to 
mention  the  difference  between  the  money  paid 
and  the  amount  of  the  debt,  and  this  is  called  the 
discount.  Thus,  if  a  banker,  or  bill  broker,  buys 
a  merchant's  promise  to  pay  £100  one  year  hence 
for  £97,  it  is  said  to  be  £3  per  cent,  discount. 

29.  Now,  when  a  person  sells  goods,  or  does  a 
service  to  another,  and  receives  money  in  pay- 
ment, it  is  quite  evident,  as  several  eminent  eco- 


nomists have  seen,  that  it  Is  only  a  demi-ex- 
change. The  person  who  receives  the  money  Jias 
not  received  any  equivalent  service  in  return,  but 
only  the  right  of  demanding  one  at  some  future 
time  from  any  trader  he  pleases.  Thus  he  has 
received  an  instrument  of  general  power. 

Now,  let  us  suppose  that,  instead  of  money,  he 
receives  a  bill  of  exchange  for  the  goods  sold  or 
the  service  done,  it  is  quite  clear  that  he  is  in  the 
same  position  as  in  the  former  case,  so  far  as  this : 
he  has  done  a  service,  the  value  of  which  is  mea- 
sured by  the  sum  promised  to  be  paid  on  the  face 
of  the  bill,  and  which  he  may  demand  at  the  spe- 
cified time  from  the  specified  person. 

Hence  it  is  quite  clear  that  in  the  hands  of  the 
holder  of  the  money  or  bill,  they  denote  exactly 
itke  same  thing.  They  are  the  proof,  the  measure, 
and  the  record  of  services  due  to  him  for  services 
performed.  The  difference  is  that  one  is  a  ^ene^ 
ral  power,  and  the  other  a  special  or  particular 
power.  But  it  is  quite  clear  tnat  they  are  homo- 
geneous in  this : — th^  both  represent  debt,  and 
not  any  particular  goods  or  commodities,  although 
they  are  exchangeable  for  them. 

29.  Thus  in  the  hands  of  the  holder  they  are 
each  independent  substantive  entities,  and  are 
reckoned  separately  in  the  amount  of  his  pro- 
perty. Thus  even  Mr.  Thornton  (Inquiry  into  ike 
nature  and  effects  of  paper  credit^  jo.  20J,  in  enu- 
merating the  capital  or  merchants,  includes  in  it 
*^  debts  due  to  our  traders  for  goods  sold  and  de- 
livered by  them."  Thus  it  is  fully  admitted  by 
Mr.  Thornton,  that  an  instrament  of  credit  is 
capital  when  in  the  hands  of  the  holder.  This, 
one  would  imagine,  admits  that  credit  is  cai)ital. 
But  so  far  from  admitting  the  general  proposition 
that  credit  is  capital,  he  strenuously  denies  it. 

The  common  argument  used  to  shew  that  credit 
is  not  capital  is  this,  as  given  by  Mr.  Thornton : 
"  Paper  constitutes,  it  is  true,  an  article  on  the 
credit  side  of  the  books  of  some  men,  but  it  forms 
an  exactly  equal  item  on  the  debit  side  of  the 
books  of  other  men.  It  constitutes,  therefore,  on 
the  whole,  neither  a  debt  nor  a  credit."*  There- 
fore it  is  nothing. 

30.  Now  this  argument  looks  somewhat  spe- 
cious, but  let  us  investigate  it  a  little  closer.  Sup- 
pose John  Smith  sells  a  horse  to  William  Robins, 
but  does  not  deliver  it,  and  lets  it  stand  in 
his  stables.  Now  let  each  of  them  make  up  his 
books.  It  is  quite  clear  that  William  Robins 
would  add  the  horse  to  what  he  had,  and  John 
Smith  would  subtract  the  horse  from  what  he 
had.  Therefore  the  horse  would  stand  as  a  credit 
in  one  man's  book,  and  a  debt  in  another's  book, 
therefore  the  horse  is  nothing! 

31.  In  fact  the  error  is  a  very  specious  one, 
but  it  is  one  of  the  greatest  importance,  and  de- 
mands explanation. 

The  argument  is  that  as  soon  as  a  merchant  has 
accepted  a  bill  at  three  months,  say,  he  is  in  debt, 
and  the  bill  must  be  subtracted  from  his  property. 

This  is  a  great  error  in  fact  and  in  law. 

If  a  farmer  takes  a  farm,  and  agrees  to  pay  a 
yearly  rent  for  it,  he  may  be  considered  as  having 
accepted  a  series  of  bills  payable  annually.  But 
no  one  would  ever  say  that  because  a  farmer  has 
agreed  to  pay  rent  a  year  hence,  that  he  is  in  debt 
at  the  present  time,  and  that  that  rent  is  to  be 
subtracted  from  the  present  amount  of  his  pro- 
perty, or  that  it  is  any  diminution  of  his  prepay. 
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It  is  quite  clear  that  the  future  rents  stipulated 
to  be  paid,  are  meant  to  be  paid  out  oi  future  pro' 
JUs^  which  are  yet  to  be  produced. 

32.  The  merchant  who  buys  goods  at  three 
months'  credit,  and  accepts  a  bill,  is  just  in  the 
same  position  as  the  farmer.  He  is  not  in  debt 
If  a  landlord  were  to  sue  a  tenant  for  rent  due  a 
year  hence,  he  would  be  laughed  at.  So  if  any 
one  were  to  sue  a  merchant  on  a  bill  not  payable 
for  three  months,  he  would  lose  his  suit.  It  is  a 
weir  recognized  rule  of  law,  that  credit  unexpired 
may  he  pleaded  under  the  general  issue^  which, 
being  interpreted  in  the  vulgar  tongue,  means  that 
a  man  is  not  in  debt  until  the  time  for  payment 
arrives. 

33.  The  error  is  easily  explained  by  reference 
to  the  difference  between  Arithmetic  and  Algebra. 
Let  us  suppose  that  a  man  were  to  set  off  to  walk 
from  London  to  Brighton,  and  wo  were  told  that 
he  had  walked  (15—10)  miles  to  Brighton.  If 
we  were  to  consider  the  matter  simply  in  an 
arithmetical  point  of  view,  we  sli^uld  say  that  he 
nad  merely  walked  five  miles  towards  Brighton, 
and  that  was  all  he  had  walked.  If  it  was  said 
that  that  he  had  walked  (10 — 15)  miles  to  Brigh- 
ton, it  woidd  in  Arithmetic  be  sheer  nonsense,  as 
there  are  no  absolute  negative  quantities  in 
Arithmetic. 

34. — But  if  we  look  at  it  in  an  Algebraical 
view,  the  case  is  very  different.    For  then  4-  and 

—  merely  mean  opposite  directions,  or  oppasite 
qualities.  If  we  were  to  interpret  the  expression 
that  a  man  had  walked  (15 — 10)  miles  towards 
Brighton,  it  would  mean  that  he  baa  walked 
fifteen  miles  towards  Brighton,  and  ten  miles  hack 
again  from  Brighton.  The  result  would  be  the 
same  as  in  the  former  case,  he  would  be  five 
miles  nearer  Brighton  than  when  he  started,  but 
he  would  have  actually  walked  twenty-five  miles. 
So  if  we  were  to  say  that  he  had  walked  (10 — 15) 
miles  to  Brighton,  that  would  mean.  Algebraically, 
that  he  had  walked  ten  miles  towards  Brighton, 
and  then  fifteen  miles  in  the  opposite  direction. 
That  is,  he  would  have  passed  through  London 
and  gone  five  miles  on  the  other  side.  He  would 
then  be  five  miles  further  off  from  Brighton  than 
when  he  started,  still  having  actnaUy  walked 
twenty-five  miles. 

35.  Thus,  in  Physical  Science,  the  signs  +  and 

—  are  used  to  mean  any  opposites,  no  matter 
what.  If  a  line  drawn  in  one  direction  is  posi- 
tive, then  one  drawn  in  the  opposite  direction  is 
negative.  If  a  force  pulling  in  one  direction  is 
positive,  then  a  force  pulling  in  the  opposite  di- 
rection is  negative,  and  so  on  through  all  oppo- 
Bites;  and  especially,  in  Physical  Science,  if 
time  past  ispositive^  time  future  is  hboativb. 

36.  In  Arithmetic,  absolute  negative  quantities 
have  no  existence,  but  in  Physical  Science  nega- 
tive quantities  have  a  real  existence,  and  are  in- 
dependent entities,  just  as  much  as  positive  ones. 
In  Physical  Science  quantities  extend  on  both 
sides  of  zero  to  infinity,  the  one  side  positive  and 
the  other  negative,  but  both  equally  real. 

37-  These  views  furnish  us  with  a  manifest 
solution  of  the  points  we  are  discussing.  If 
money,  which  represents  a  past  exchange,  or  past 
service  rendered,  is  positive,  an  instrument  of 
credit,  which  is  negative,  represents  a  service  to 
be  rendered,  or  an  exchange  which  iatobe  made. 
And  this  has  a  real  existence,  and  is  an  economical 


element,  just  as  much  as  the  former.  Thus  Po- 
litical Economy,  like  Physical  Science,  deals  with 
positive  and  negative  quantities ;  the  former  re- 
presenting past  time,  the  other  future  time,  both 
having  equally  a  real  existence. 

38.  Thus  if  a  merchant  buys  goods  for  £75  at 
three  months*  credit,  which  he  expects  to  sell  at 
£100,  his  property  would  be  estimated  thus— ' 

£100  — £75. 
which,  being  interpreted  according  to  the  way  we 
have  been  Ulusti-ating,  means  that  he  has  made 
an  exchange  for  £100,  and  that  he  is  bound  to 
make  a  future  exchange  for  £75.  Now  it  may 
be  true  that  the  net  result  to  him  is,  that  he  is 
worth  £25,  but  yet  it  is  quite  clear  that  the  £100, 
and  the  £75  are  each  separate  and  independent 
elements,  and  must  be  reckoned  so. 

39.  We  now  see  the  analogy  between  Political 
Economy  treated  on  the  conception  of  Exchanges 
and  Physical  Science.  A  bill  of  exchange  has  a 
real  independent  existence  exactly  analogous  to 
negative  quantities  in  Physical  Science.  It  is  an 
independent  entity,  which  may  be  exchanged  just 
like  any  other  commodity.  If  money,  which  is 
positive,  represents  the  past  productiveness  of  the 
individual,  a  bill  of  exchange,  which  is  negative, 
represents  his  future  productivity. 

40.  We  now  see  at  once  why  it  is  contrary  to 
the  very  nature  of  a  bill  of  exchange  to  represent, 
or  be  appropriated  to  any  specific  goods  or  money, 
as  a  bill  of  lading  does.  Over  and  above  the 
actual  quantity  of  goods,  the  future  productivity 
of  every  merchant  is  an  economical  element, 
which  may  be  bought  and  sold  as  any  other  mer- 
chandise, and  that  is  represented  in  commerce  by 
bills  of  exchange.  And  thus  the  fundamental 
analogy  between  money  and  instruments  of  credit 
is  clearly  apparent ;  as  well  as  the  fundamental 
distinction  between  bills  of  exchange  and  bills  of 
lading. 

41.  And  this  furnishes  at  once  the  solution  of 
the  false  analogy  which  deluded  Law,  and  so 
many  others  since.  He  saw  that  a  merchant's 
obligations  might  greatly  exceed  the  quantity  of 
his  cash,  and  thererore  he  thought  that  as  the  in- 
strument of  credit  only  represented  money,  that 
other  paper  instruments  might  represent  any  other 
material  wealth.  Paper  instruments  of  credit  in 
this  country  exceed  the  cash  many  times,  but  an 
attempt  to  coin  only  a  portion  of  the  land  of 
France  into  paper  money  produced  the  most  gi- 
gantic convulsions  (Assignats).  The  cause  of 
it  is  extremely  plain ;  credit  is  independent  pro- 
perty, and,  like  many  other  species  of  property, 
may  greatly  exceed  In  quantity  the  amount  of 
cash.  The  value  of  the  land  in  England  many 
times  exceeds  the  quantity  of  cash,  so  also  the 
public  funds,  and  shares,  and  stocks  of  all  sorts. 
And  they  only  maintain  their  value  by  a  certain 
portion  of  each  being  offered  in  exchange  at  anj 
time. 

42.  There  is  also  a  further  curious  analogy  be- 
tween the  opinion  of  early  Algebraists,  and  those 
of  Political  Economists.  It  is  very  common  for 
the  latter  to  call  instruments  of  credit  ficHUous 
values,  as  opposed  to  money,  which  they  call  a 
real  value.  The  early  Algebraists  gave  the  verjr 
same  name  to  negative  quantities,  when  thej* 
were  first  discovered.  Every  one  knows  that 
Algebra  grew  out  of  Arithmetic  by  substitutin^pr 
general  symbols  for  figures.    The  inventors  of  it 
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fonnd  that  they  had  coostr&cted  a  machine  much 
more  powerful  than  they  had  thought  of,  and  which, 
in  manj  cases,  brought  out  results  which  they 
could  not  explain.  These  were  negative  quantities, 
which  Cardan  called  r««,  or  astimaiionesJietiB^ajid 
they  retained  this  name  even  so  late  as  Descartes. 
The  very  same  thing  puzzled  the  Hindoos,  among 
whom  AJgebra  was  indigenous.  They  could  not 
understand  the  existence  of  absolute  negative 
quantities.  It  is  now  well  agreed  that  they  re- 
present merely  opposite  quantities  to  positiye 
ones.  Th6  very  same  idea  is  familiar  in  book- 
keeping, where  the  terms  debtor  and  creditor 
are  used  to  signify  the  opposite  operations  of 
monc^  or  goods  received,  and  money  or  goods 
paid. 

44.  Hence  we  arrive  at  the  great  doctrine  that 
bills  of  exchange  have  an  independent  real  exist- 
ence, and  that  they  are  analogous  to  negative 
quantities  in  Algebra.  This  doctrine — ^that  bills 
and  notes  are  independent  entities — is  perfectly 
well  known  to  every  lawyer.  Thus  Mr.  Justice 
Byles  says,  {Preface  to  Treatise  on  the  Law  of 
Bills  of  Exchange^  ^.)  **  It  will  not,  perhaps, 
be  an  unreasonable  mference  that  the  bills  and 
notes  of  aU  kinds,  issued  and  circulated  in  the 
TTnited  Kingdom  in  the  space  of  a  single  year, 
amount  to  many  hundred  millions,  and  that  this 
species  of  property  is  now,  in  aggregate  value, 
inferior  only  to  the  land,  or  funded  dfebt  of  the 
kingdom.^  Now  Sir  Barnard  Byles  would  never 
say,  nor  would  any  lawyer  say,  that  the  property 
in  bills  of  lading  amounted  to  a  large  sum,  or  any 
sum  at  all,  for  the  simple  reason  that  they  have 
no  separate  existence  at  all,  but  are  mere  tickets 
on  the  goods  they  represent,  and  are  part  of  them, 
just  as  the  title-deeds  to  an  estate  are  not  separate 
property,  but  part  of  it, 

46.  So  also  in  a  merchant's  books  a  bill  of  ex- 
change is  treated  and  valued  like  any  other  mer- 
chandize, but  no  one  would  ever  treat  or  value  a 
bill  of  lading  as  separate  merchandize. 

One  source  of  confiision  arises  from  the  fact, 
that  beca^ise  bills  of  exchange  are  expressed  to  be 
payable  in  money,  many  persons  conclude  that 
they  are  actually  paid  in  money.  Now,  under 
Bankihq  and  Cbedit,  we  have  shewn  that  this  is 
a  very  great  error  indeed.  In  London,  nineteen- 
twentieths  of  commercial  bills  are  paid  not  by 
ouA,  but  by  the  creation  of  bank  Credits.  In  ordi- 
nary cases  the  system  of  bills  of  exchange  may 
go  on  for  ever  without  payment  in  any  coin  what- 
ever, but  no  one  ever  supposed  that  a  bill  of 
lading  could  be  extinguished  by  anything  but  the 
delivery  of  the  actual  goods. 

46.  We  shall  not  prolong  this  article,  which 
has  already  reached  so  great  a  length,  but  we  may 
refer  to  the  one  on  Cbedit,  in  which  the  general 
doctrine  on  the  subject  is  more  folly  explained. 
This  article  is  meant  to  be  taken  in  connection 
with  the  others  on  instruments  of  credit.  Bank 
NoTB,  Pkomissobt  Notb,  as  well  as  with  Biix 
OF  Ladiho,  and  Dock  Wabbant,  for  the  purpose 
of  exhibiting  the  fundamental  distinction  between 
negotiable  instruments,  which  have  a  superficial 
resembbmce.  See  also  particularly  Baudbil- 
LABT ;  BoccABDo ;  Cibszkowski  ;  Exchange  ; 
Gabhibb,  Joseph  ;  Hill,  Edwin  ;  Law. 
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BILL  OF  LADING.  When  goods  are  ship- 
ped on  board  a  vessel,  it  is  usual  for  the  master 
to  sign  receipts  for  them  in  triplicate.  These 
may  be  sent  on  to  the  consignees,  resembling,  to 
a  certain  extent.  Bills  of  Exchange.  They  may 
be  transferred  by  indorsement  any  number  of 
times,  and  the  property  of  the  goods  passes  with 
the  Bill.  From  this  apparent  similarity  many 
writers  have  drawn  the  most  erroneous  conclusion 
that  BiUs  of  Lading  and  Dock  Warrants  (DotK 
Wabbants)  are  in  all  respects  analogous  to  Bills 
of  Exchange,  and  they  caU  them  by  the  common 
name  of  fictitious,  or  representative  values.  But 
this  is  an  error  of  the  most  momentous  nature  in 
Political  Economy.  When  goods  are  delivered  to 
be  carried,  and  the  carrier  gives  a  bill  of  lading 
for  them,  no  property  in  the  goods  passes  to  the 
carrier.  It  is  not  an  exchange  but  a  mere  bail- 
ment. That  is,  the  property  in  those  very  goods 
remains  inseparably  associated  with  the  Bill  of 
Lading,  and  passes  along  with  it,  through  any 
number  of  hands.  It  resembles  exactly  the  title 
deeds  of  an  estate.  A  Bill  of  Lading  is  one  pro- 
perty with  the  goods.  If  the  carrier,  or  person  to 
whom  the  goods  are  entrusted,  should  convert 
them  to  his  own  use,  he  would  be  a  thief.  He  is 
merely  entrusted  with  the  custody  of  them  for  a 
particular  purpose,  and  his  sole  duty  is  to  keep 
them  safe,  and  deliver  them  to  the  true  owner. 

But  in  the  case  of  a  bill  of  exchange,  or  any 
other  instrument  of  credit,  the  transaction  is  of  a 
totally  different  nature.  Whenever  they  are 
used,  the  property  of  the  money,  or  goods,  passes 
to  the  person  to  whom  they  are  delivered.  Thus, 
when  a  man  places  money  in  a  bank,  the  property 
of  the  money  passes  to  the  banker,  and  he  may 
use  it  in  any  way  he  pleases  for  his  own  profit. 
The  property  of  the  note,  or  receipt  he  gives  for 
it,  passes  to  the  depositor.  Thus  the  money  and 
the  receipt  or  note  are  absolutely  severed,  and 
the  instrument  becomes  cbedit  ;  that  is,  it  cir- 
culates because  any  one  who  takes  it  merely 
believes  that  he  can  exchange  it  for  money  at  the 
proper  time.  Thus  the  money  and  the  instrument 
of  credit  are  two  properties,  and  may,  and  do, 
circulate  independently  in  commerce.  So,  when 
a  merchant  sells  goods,  and  takes  a  bill  of  ex- 
change, the  property  in  the  goods  passes  to  the 
buyer,  and  the  property  in  the  bill  of  exchange 
passes  to  the  seller ;  and  the  goods  and  the  bill 
of  exchange  form  two  distinct  properties,  which 
circulate  independently  in  commerce.  Thus,  in 
the  case  of  a  bill  of  lading,  there  is  no  exchange ; 
in  the  case  of  an  instrument  of  credit,  there  is  an 
exchange.  The  former  represents  goods,  the 
latter  does  not  represent  goods,  but  is  an  inde- 
pendent, exchangeable  quantity,  like  any  article 
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of  merchandize.  Thus  instraments  of  credit  form 
independent  items  in  the  catalogue  of  the  property 
Of  the  country ;  bills  of  lading  do  not. 

This  distinction  is  of  the  utmost  possible  con- 
sequence in  Political  £conomy ;  in  fact,  it  is  the 
PONS  ASIT70BUM  of  the  subject.  It  is  entirely 
from  a  confusion  on  this  point,  that  Law's  theory 
of  money  is  based.  It  shews  at  once  the  fallacy 
of  that  definition  of  credit,  which  is  becoming  so 
popular  on  the  continent,  and  has  even  led  astray 
many  able  economists,  that  credit  is  merely  the 
mobilisation  of  property.  That  is  Lawism.  This 
distinction  is  nirther  enforced  in  the  series  of 
articles  on  Credit  in  this  Dictionary,  to  which  we 
may  refer.  (Bavk  Notes  ;  Bills  of  Exchanob  ; 
Bauprillabt;  Boccabi>o;  Cisszkowski;  Dock. 
Wabsant;  Exchahgb;  Gabribb,  Jobbph; 
Hill,  Edwin;  Law.) 

BINDON,  DAVID. 

An  essay  on  the  gold  and  silver  coin  current  in 
Ireland.    Dublin,  1729. 

BIHNS,  JOHN. 

Prize  essay  on  systematic  overtime  working  and 
iU  consequences.    Manchester,  1846. 

BnroS,  JONATHAir.  Assistant  agricul- 
tural  commissioner  on  the  Irish  Poor  Inquiry. 

Notes  on  the  agrictdture  of  Lancashire^  toith 
suggestions  for  its  improvement.    Preston,  1851. 

BIBOH,  EDWABD,  THE  BEV. 

Remarks  on  Socialism,    London,  1839. 

BIBCHETT,  BAMTJEL. 

A  descriptive  list  of  the  principal  copper  coins, 
or  tokens,  issued  between  the  years  17 S6  and  1796. 
Leeds,  1796. 

BIBD,  BOBEBT. 

Proposals  for  paying  great  part  of  the  national 
debt,  and  reducing  taxes  immediately.  London, 
1780. 

BISCHOFF,  JAMES. 

A  comprehensive  history  of  the  Woollen  and 
Worsted  manufactures,  and  the  natural  and  com-- 
mercial  history  of  sheep,  from  the  earliest  records 
to  the  present  period.    London,  1842. 

Foreign  tariffs,  their  injurious  effect  on  British 
manufadures,  especially  the  woollen  manufactures. 
London,  1843. 

The  wool  question  considered.    London,  1828. 

BISHTON,  J. 

Oeneral  view  of  the  agriculture  of  the  county  of 
Salop.    London,  1794. 

BIZET,  E.  CHABLES.  Was  keeper  of  the 
abattoirs  of  Paris  in  1848. 

Du  commerce  de  la  boucherie,  etdela  charenterie 
de  Paris,  et  des  commerces  qui  en  dependent. 
PariA,  1847. 

BIZET,  PIEBBK 

Histoire  metaUique  de  la  rSpublique  de  Hoi- 
lande.    Paris,  1687. 

BLACKEB,  WILLIAM. 

The  evils  insq>arable  from  a  mixed  currency, 
and  the  advantages  to  be  secured  by  introducing 


an  incowoertibU  national  paper  circulation.  Lon- 
don, 1844. 

BLACKLOCK,  AMBB08E. 
A  treatise  on  sheep,  with  a  chapter  on  wool,  and 
history  of  the  wool  trade.    Glasgow,  1838. 

BLACKSMITH.    A  pseudonym. 

A  conversation  between  a  Blacksmith  and  a 
Merchant  upon  the  subject  of  passing  guineas^  by 
weight  only.    Dublin^  1750. 

BLAINE,  D.  BOBEBTSON. 

On  the  laws  of  artistic  copyright,  and  their  de- 
fects.   London,  1853. 

BLAINE,  WILLIAM. 
An  enquiry  into  the  state  of  shivery  among  the 
Romans.    Edinburgh,  1833. 

BLAISE,  ADAM.  One  ofthe  contributors  to 
the  Dictionnaire  d*Economie  Politique. 

Des  montS'de-piSte,  et  les  banques  de  prets  siw 
gage  en  France,  et  dans  les  divers  Stats  de  T Eu- 
rope.   Paris,  1856. 

BLAISE,  ADOLPH  GTTSTAVE.     Bom  at 

Epinal,  the  17th  June,  1811.  In  1848,  he  was 
general  secretary  to  the  department  of  the  Seine- 
Inferieure.  One  of  the  contributors  to  the  Jour- 
nal des  Economistes.  Along  with  M.  Joseph 
Gamier,  he  published  the  course  of  lectures  de- 
livered at  the  Conservatoire  des  Arts  et  Mitiers^ 
by  Blanqui,  in  1836,  1837,  and  1838.  He  edited 
that  of  1838-9  alone. 

BLAIZE,  ANOE.  Bom  at  St.  Malo,  the 
28th  December,  1811,  director  of  the  Mont  de 
Pi^tg  of  Paris. 

Des  monts-de-piStS,  et  des  banmies  deprU  sur 
nantissements  en  France,  en  AngUterre,  en  Bel- 
giqtte,  en  Italie,  en  AUemagne,  $c.,  &c.  Paris, 
1843. 

Des  commissionaires  au  mont-de-pieU  de  Paris, 
et  des  bureaux  de  prH  auxiliaires,    Paris,  1844. 

Des  hopitaux  it  hospices  civUs  de  la  triUe  de 
Paris.    Paris,  1844. 

BLAKE,  Sm  FBANCI8. 

The  efficacy  of  a  sinking-fund  of  one  milUon 
per  annum  considered.    London,  1786. 

The  propriety  of  an  actual  payment  of  the 
public  debt  considered.    London,  1 786. 

A  proposal  for  the  liquidation  of  the  National 
Debt.    London,  1795. 

The  aboUtion  of  tithes  and  the  reform  of  the 
Church  Revenues.    London,  1795. 

BLAKE,  WILLIAM,  F.B.S.. 

Observations  on  the  principles  which  regulate 
the  course  of  exchange.    London,  1810. 

Observations  on  the  ^ects  produced  by  the  es> 
penditure  of  Government  during  the  restriction  of 
c<uh  payments.    London,  1823. 

Observaiions  in  reply  to  a  Pamphlet  by  the 
Rev.  Richard  Jones,  on  the  assessment  of  Tithes 
to  the  poor-rate.    London,  1839. 

BLAKEMOBE,  BICHABD. 

A  letter  to  the  Right  Honourable  C.  B.  Bathwrst 
on  the  sub)ect  ofthe  Poor  Laws.    London,  1819. 
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BLAinB  DE  TALSE,  J. 
Eiai  commercial  de  la  France^  au  commince- 
meni  du  dix^neuvi^me  Steele.    Paris,  1803. 

BLANE,  E. 

Lee  myst^es  de  la  bouckerie^  et  dela  viande  d 
ben  marchS.    Paris,  1857. 

BLANC,  ETIENNE,  £T  ALEZANDBE 
BAUME. 

Code  ghUrale  de  la  propriStS  industrieUe  litU- 
raxre  et  arUstique,  comprenant  lex  legislations  de 
tons  lespaySi  A  les  traiies  intemationaux.  Paris, 
1854. 

BLADTC-OILLI,  MATTHIEU, 
Plan  de  recoltUion   concemant  les  finances. 
Paris,  1789. 

BLANO,  JEAN  JOSEPH  LOmS.  This 
well-known  Historical  and  Socialist  writer  was 
bom  on  tiie  28th  October,  1813,  at  Madrid, 
where  his  father  was  Inspector-General  of 
Finances  to  King  Joseph.  He  was  educated  at 
Bodez,  in  the  department  of  Aveyren.  In  1830 
the  revolution  deprived  his  father  of  the  means 
of  supporting  his  family,  and  Louis  Blanc  was 
thrown  upon  his  own  exertions,  and  maintained 
himself  by  private  tuition.  While  in  this  capacity 
he  wrote  for  the  journals.  In  1834  he  was  ap- 
pointed sub-editor,  and  in  1837  editor  of  the 
JBons  Sens,  In  consequence  of  a  difference  of 
opinion  with  the  proprietor  as  to  whether  rail- 
roads should  be  constructed  by  Grovemment  or 
private  enterprise,  he  and  his  Mends  retired  from 
the  Bans  Sens^  and  in  1839  he  founded  the 
Revue  du  Progrls  Sodcdy  a  democratic  paper. 
He  became  more  generally  known  to  the  public 
by  his  Hittoire  de  la  Revolution.  But  what  made 
his  name  most  remarkable  was  his  scheme  of 
Social  reform,  developed  in  his  Organisation  du 
travail,  published  in  1839.  His  views  are  ex- 
plained under  Sociai^ism.  He  was  one  of  the 
provisional  government  after  the  revolution  of 
1848;  and  he  was  allowed  to  try  some  of  his 
schemes  at  the  Ateliers  NaUonaux^  at  the  Luxem- 
burg. He  was  alleged  to  be  concerned  in  the 
insurrection  of  the  15th  May,  1848,  and  the 
government  instituted  a  prosecution  against  him, 
when  he  thought  it  prudent  to  leave  the  country, 
and  came  to  London.  Napoleon  HI,  after  the 
peace  of  Villa  Franca,  published  a  general 
amnesty,  but  Louis  Blanc  has  not  thought  fit  to 
avail  himself  of  it. 

Organisation  du  travail.  Paris,  1839.  Numerous 
editions  since. 

Le  Sodalisme^  droit  au  travaU.    Paris,  1849. 

Le  eatechisme  des  Socialistes.    Paris,  1850. 

BLANCABD,  P.  A  merchant  captain,  bom 
at  Marseilles,  the  21st  April,  1741,  and  died  at 
Aubagne  the  16th  March,  1826. 

Manuel  de  Commerce  des  Indes  Orientates  et  la 
Chine.    Paris,  1803. 

BLANC  BE  VOLX. 

JEtat  commercial  de  la  France^  au  commencement 
du  dix'neuviime  Steele,  ou  du  commerce  frangais, 
de  ses  erreurs,  et  des  ameliorations  dont  il  est  suS' 
ceptible.    Paris,  1803. 

BLANain,  JEROME   ABOLPHE.     Was 

bom  at  Nice,  in  1798.    In  1825  he  was  elected 


professor  of  history  and  industrial  economy  at  the 
icole  spedale  du  commerce^  and  in  1830  director 
of  that  institution.  In  1833,  he  succeeded  J.  B. 
Say,  as  professor  of  Political  Economy  at  the 
Conservatoire  des  arts  et  metiers.  In  1838  he  was 
elected  a  member  of  the  Institute.  He  travelled 
veiy  extensively  in  foreign  countries  to  study 
their  industry.  From  1846  to  1848  he  repre- 
sented the  Gironde  in  the  Chamber  of  Deputies. 
He  died  recently. 

M.  Blanqui  has  published  many  works  on  eco- 
nomic science,  but  he  is  chiefly  known  for  his 
History  of  Political  Economy. 

Voyage  d^un  Francois  en  Angleterre.  Paris, 
1824. 

RSsumS  de  Vhistoire  du  commerce  et  de  Vindus- 
trie.    Paris,  1826. 

Voyage  a  Madrid  en  1826.    Paris,  1826. 
Notice  sur  M.  Huskisson  et  sur  sa  rSforme  Sco" 
nomique.    Paris,  1840. 
La  Corse  en  1838.    Paris,  1840. 
rAlgerie  in  1839.    Paris,  1840. 
Voyage  in  Bulearie  en  1841.    Paris,  1842. 
De  la  situation  economique  et  morale  de  VEspagne 
en  1846.    Paris,  1846. 
Du  diboissement  des  mowtagnes.    Paris,  1840. 
Precis  elementaire  d  Sconomie  politique,  precede 
^une  introduction  kistorique,  et  suivi  dune  biogra- 
phie  des  Sconomistes,  dun  catalogue  et  dun  voca- 
bulaire  analvtique.    Paris,  1842. 

Histoire  ae  V  exposition  desproduits  de  Vindustrie 
frangaise  in  1827.    Paris,  1827. 

Notice  sur  la  vie  et  les  ouvrages  de  J.  B.  Say. 
Paris,  1840. 
Les  classes  ouvrieres  en  France.  Paris,  1 848. 
Histoire  d  economic  politique  en  Europe,  depuis 
les  anciens  Jusqu*  a  nos  jours ;  suime  dune  biblio- 
graphie  raissotiSe  de  principaux  ouvrages  dScono' 
miepolitique.    Paris. 

Tiiis  is  the  work  by  which  Blanqui  is  best 
known  to  the  general  public.  It  is  one  of  the 
first  connected  accounts  of  the  history  of  the 
science  of  Political  Economy,  and  abounds  with 
valuable  details.  But  it  is  rather  notices  of  the 
authors  who  have  written  on  Political  Economy, 
than  a  history  of  the  science  itself,  at  least  accord- 
ing to  our  notion  of  what  the  history  of  Political 
Economy  should  be.  The  history  of  Political 
Economy  should  be  the  history  of  ideas,  rather 
thim  of  autJiors. 

BLAaVIEBEi  EBWABB. 

A  statistical,  commercial,  and  political  descrip- 
tion of  Veneeuda,  Trinidad,  ^c.,from  the  French 
ofM.  Lavaysse.    London,  1820. 

BLAXTON,  JOHN. 

The  English  usurer,  or  usury  condemned  by  the 
most  learned  and  famous  divines  of  the  Church  of 
England.    London,  1634. 

BLATNE7,  FBEBEBICK 

A  practical  Treatise  on  Life  Annuities.  Lon- 
don, 1817. 

A  practical  Treatise  on  Life  Assurance.  Lon- 
don, 1837. 

Life  Assurance  Societies  considered.  London, 
1838. 

BLEAMIBE,  WILLIAM. 

Remarks  on  the  Poor  Laws,  and  the  mainten- 
ance of  the  poor.    London,  1800. 
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BLEIBTBEN,  E.  C. 

Politisehe  Arithmttih,  AnJeiiung  zur  Kenfntss 
und  C/ebung  aHer  im  Staaiswaen  varkommenden 
Berechnungen,    Heidelberg,  1845. 

BLISS,  HENBT. 

The  Colonial  system.  Statistics  of  the  Trader 
Industry,  and  resources  of  Canada^  and  other 
plantations  in  British  America.    London,  1833. 

BLOCK,  MATTBICE.  Born  at  Berlin  the  1 8th 
of  February,  1816.  Has  become  a  naturalized 
Frenchman,  and  is  in  the  general  statistical  office 
of  France.  One  of  the  contributors  to  the  Dic- 
iionnaire  d"  Economic  Politique. 

Des  charges  de  VagricvUure  dans  Us  diverses 
pays  de  F Europe.    Paris,  1851.    . 

L'Espagne  in  1850,  tableau  de  sea  progrU  les 
plusrecents.    1851. 

BLOraET,  8AHTJEL. 
Economica;  or  statistical  manual  for  the  United 
States  of  America.    Washington,  1806. 

BLOM,  anSTAVE  PETEB. 

Das  Komgreich  Norwegen,  staHstisch  beschrei' 
ben.    Leipsig,  1845. 

BOASE,  HENBT. 

Remarks  on  the  new  doctrine  concerning  the 
supposed  depreciation  of  our  currency,  London, 
1811. 

BOCCABDO,  OEBOLAVTO.  Professor  of 
Political  Economy  in  the  University  of  Turin. 

Trattato  Teorico-practieo  diEconomiaPolitica. 
Torino,  1853. 

This  is  the  most  extensive  treatise  on  Political 
Economy  which  has  appeared  in  Italy  in  recent 
times,  rrofessor  Boccardo  does  not  profess  to 
make  any  new  discoveries  in  Political  Economy, 
but  only  to  explain  the  science  as  generally  un- 
derstood. He  is  firmly  convinced  that  it  is  to  be 
classed  along  with  the  physical  sciences,  and  to 
be  studied  in  the  same  manner.  The  first  book 
treats  of  the  production  of  wealth.  The  first 
chapter  treats  of  the  nature  of  wealth;  the  second 
of  the  division  of  labor  and  exchange,  llie  third 
of  the  theory  of  value  and  exchange.  In  this 
Boccardo  maintains  that  the  notion  of  value  de- 
pends on,  and  is  inseparable  from,  that  of  ex- 
change. *^Io  so  qual  valore  abb! a  una  cosa  quando 
so  con  quali  e  quante  altre  cose  potr5  com- 
mutarla.** — "  I  know  what  value  a  thing  has,  when 
I  know  with  what  sort  and  for  how  many  other 
things,  I  can  exchange  it."  He  also  says,  "H 
secondo  coroUario  gill  implicito  nel  precedente,  si 
h  che  le  nozione  di  valore  nulla  ha  d'  assoluto  in 
se  medesima.  II  valore,  noi  lo  dicemmo,  non  h 
che  un  rapporto.  Se  Tuomo  vivesse  isolato  e 
senza  relazioni  coi  suoi  simili,  connoscerebbe 
bensi  1'  uiUitd,  ma  non  il  valore  delle  cose." — "  The 
second  corollary  is  also  involved  in  the  preceding, 
that  the  notion  of  value  has  nothing  absolute  in 
itself.  Value,  we  say,  is  nothing  but  a  relation.  If 
a  man  lived  by  himself  and  without  relations  with 
other  men,  he  might  recognize  the  utility,  but  not 
the  VALUE  of  things."  Boccardo  thus  ranks  in 
the  third  school  of  Political  Economy.  In  this 
chapter  he  rejects  the  law  of  Bicanlo  that  cost  of 
production  regulates  value.  In  the  fourth  chapter 


he  discusses  the  theory  of  Property.  In  the  fifth 
chapter  he  treats  of  Capital,  in  which  he  gives 
as  the  definition  of  it,  Uh  prodotto  risparmiato 
e  destinato  alia  riproduzione.  "  A  product  saved 
and  destined  to  re-production."  He  fully  adopts 
the  opinion  that  intellectual  capital  is  wealth,  or 
as  he  calls  it,  moral  capital.  The  sixth  chapter 
treats  of  the  Theory  of  Population.  The  second 
book  treats  of  the  Distribution  of  Wealth.  In 
the  first  chapter  he  disputes  the  Ricardian  theory 
of  Rent.  In  the  second  he  discusses  the  profits 
and  interest  of  capital.  In  the  third  the  wages 
of  labor.  In  the  fourth  the  general  laws  of  the 
distribution  of  wealth.  The  third  book  treats  of 
the  Consumption  of  Wealth.  In  the  first  chapter 
he  has  adopted  Say*s  notion  that  consumption 
implies  the  destruction  of  a  value.  The  second 
treats  of  private  consumption.  The  third  of  pub- 
lic consumption.  This  part  ends  with  a  discus- 
sion on  free  competition.  This  concludes  what 
he  calls  the  General  Division.  He  next  discusses 
the  special  divisions  at  greater  length.  The  first 
of  these  is  agriculture,  the  second  is  manufactur- 
ing industry,  and  the  third  is  commercial  industry. 
In  this  last  part  he  treats  of  money  and  banks, 
and  credit.  In  the  latter  subject  he  has  been 
led  into  a  fatal  adoption  of  the  doctrine  of  Ciesz- 
kowski,  on  the  nature  of  credit.  In  his  Dictionary 
he  classes  instruments  of  credit  along  with  Bills 
of  Lading  and  Dock  Warrants — ^the  very  fallacy 
of  I^w.  The  thurd  chapter  treats  of  the  modes  of 
transport.  He  then  discusses  pauperism  and 
charity,  finance,  taxation,  and  public  credit. 

Manuale  di  sioria  del  conunercio  delle  industries 
e  deW  economiapoUtica  aduso  dalle  scuole  spedaU 
secondarie.    Torino,  1858. 

This  is  an  excellent  manual  on  the  subject,  and 
contains  much  condensed  information. 

Dizionario  della  economia  politica  e  del  com" 
mercio,  cosi  teorico  come  praticoy  utile  non  solo  aUo 
scienzaio  ed  alpubblico  amministratore,  ma  eziamUo 
alcommerciante,  al  banchiere,  alT  agricoUore^  ed  al 
capitalista.    Torino,  1857,  &c. 

This  is  Professor  Boccardo's  greatest  work.  It 
is  a  very  excellent  and  comprehensive  work  on 
the  subject 

BOCEB.  HEINBICH.  Advocate;  Professor 
in  the  University  of  Tttbingen. 

Dejure  monetaruniy  tractatus  novus.  Tubingen, 
1614. 

An  excellent  treaty  on  money  and  coinage. 

BODIN,  JEAN.  One  of  the  most  illustrions 
men  whom  France  produced  in  the  16th  century, 
and  who,  HsJlam  says,  had  only  Aristotle  and 
Machiavelli  as  his  rivals  in  Political  Philosophy, 
was  bom  at  Angers  in  1580.  He  studied  civil 
law  at  Toulouse,  where  he  read  lectures  with 
great  applause,  intending  to  establish  himself  as 
professor  there.  He  also  composed  a  work  which 
he  dedicated  to  the  citizens,  to  gain  their  ^ood 
will.  He,  however,  changed  his  mind,  and  jomed 
the  bar  of  Paris,  but  met  with  no  great  success. 
This  induced  him  to  turn  to  authorship,  in  which 
he  gained  a  great  reputation.  He  must  have  ob- 
tained considerable  infiuence,  for  he  persuaded 
Charles  IX.  that  the  landed  proprietors  of  Nor- 
mandy had  usurped  the  crown  rights,  called  the 
droits  des  tiers  et  danger  over  the  forests  of  the 
province.    At  his  instance  a  royal  commission  of 
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inqniiy  was  appointed  in  1570,  to  which  he  was 
named  king's  advocate,  to  recover  possession  of 
the  crown  rights.  Bodin  prepared  proceedings 
against  foor  hundred  families,  there  being  scarcely 
one  who  was  not  attacked.  The  whole  province 
was  of  course  in  an  uproar.  The  Parliament  and 
the  nobilitj  sent  deputations  to  the  king,  and  at 
last  persuaded  him  to  abandon  the  attempt  to 
recover  the  crown  rights.  Bodin  strenuously 
opposed  the  registration  of  this  edict,  but  the 
proprietors  of  Normandy  prevailed. 

In  1568  he  published  his  valuable  work  on 
the  coinage,  to  reftite  the  fallacies  of  Malestroict, 
which  Is  full  of  important  details  of  prices. 

In  1571  the  Ducd'Alen^on,  the  king's  brother, 
who  had  a  great  esteem  for  him,  made  him  secre- 
tary of  his  commands,  one  of  the  masters  of  re- 
quests of  his  palace,  and  chief  justice  of  his  pro- 
vince. 

In  1574,  Henry  m.  succeeded  to  the  throne. 
He  was  very  fond  of  the  company  of  men  of 
genius  and  learning.  He  sent  for  Bodin,  and 
was  greatly  pleased  with  him,  as  he  had  remark- 
able conversational  powers.  The  king  impri- 
soned an  author  who  had  written  a  libel  on  Bodin, 
and  forbade  him  to  publish  it. 

On  the  25th  February,  1576,  Bodin  married 
Frances  Trouillart,  sister  of  the  king's  advocate 
in  the  bailiwick  and  presidential  court  of  Laon, 
and  was  elected  to  represent  the  tiers  Hat  in  the 
States  of  Blois.  In  this  capacity  he  was  a  sturdy 
supporter  of  the  rights  of  the  people,  and  resisted 
an  edict  which  was  proposed  to  compel  every  one 
to  adopt  the  Catholic  faith.  He  maintained  that 
it  was  a  violation  of  their  rights,  and  would  cer- 
tainly provoke  a  civil  war.  His  opposition,  how- 
ever, was  fruitless  in  that  fanatical  age.  He  also 
maintained  that  the  king  had  no  right  to  levy 
taxes  without  the  consent  of  the  people.  In  the 
same  year  he  published  his  famous  work,  **  The 
Republic."  It  is  said  that  this  brought  him  into 
serious  danger  of  his  life,  and  that  he  was  con- 
demned to  be  burnt  as  an  avowed  Atheist,  be- 
cause he  maintained  in  it  that  liberty  of  conscience 
ought  to  be  granted  to  dissenters.  At  all  events, 
his  boldness  and  courage  lost  him  the  favor  of 
the  king. 

In  1579,  the  Due  d'AleuQon  was  created  Due 
d'Anjou,  and  aspired  to  the  hand  of  our  virgin 
Qoeen.  Leicester  was  in  disgrace,  and  the  Duke, 
thinking  it  a  good  opportunity  to  push  his  suit, 
suddenly  presented  himself  at  Greenwich,  with 
scarcely  an  attendant.  The  Queen's  vanity  was 
tickled,  and  she  seems  to  have  given  him  en- 
couragement to  prosecute  his  suit.  Negotiations 
were  continued,  and  in  1582  matters  had  pro- 
ceeded so  far,  that  the  marriage  treaty  was  ac- 
tually concluded  between  the  commissioners  of 
England  and  France.  Bat  the  Queen  left  her- 
self a  loop-hole  of  escape.  It  was  provided  that 
the  marriage  should  be  solemnized  six  weeks 
after  the  ratification  of  the  treaty,  and  the  adjust- 
ment of  certain  other  matters  between  the  Queen 
and  the  Duke.  The  Queen  took  care  that  these 
other  certain  matters  should  not  be  adjusted,  and 
perplexed  everybody  with  her  interminable  ca- 
price. To  cut  short  this  shilly-shallying,  the 
Duke  came  over  himself,  with  a  splendid  retinue. 
He  took  Bodin  with  him  as  his  secretary.  He 
was  received  with  great  state  and  princely  hos- 
pitality.   After  being  fooled  for  two  months,  he 


went  away,  raving  at  the  perfidy  of  Islanders  and 
women. 

Bodin  found  that  his  Republic  had  been  re- 
ceived with  great  favour  in  England.  It  had 
been  translated  into  the  Latin  of  the  barbarous 
insulars,  and  lectures  were  read  on  it  in  London 
and  Cambridge.  Bodin  translated  it  into  civi- 
lised Latin,  to  present  it  in  a  proper  dress.  The 
Duke  died  in  1584,  after  an  unsuccessful  attempt 
in  the  Netherlands  to  destroy  the  liberty  of  a  pro- 
vince, and  Bodin  was  left  without  a  protector. 
He  seems,  after  this,  to  have  discharged  the  duty 
of  King's  advocate  at  Laon,  and  died  there  of  the 
plague  in  1^96.  He  was  buried  in  the  church  of 
the  Franciscans,  in  that  city. 

Bodin  was  the  most  liberal  and  enlightened 
political  writer  of  the  day.  He  was  the  advo- 
cate of  that  well-moderated  and  glorious  consti- 
tutional liberty  which  is  the  peculiar  blessing  of 
this  country.  He  maintained  a  firm  and  judi- 
cious mean  between  the  tyranny  of  despotism  and 
the  licence  of  democracy ;  and  as  usual  in  such 
cases,  he  displeased  the  partisans  of  both  ex- 
tremes. He  was  a  noble  asserter  of  the  rights  of 
conscience,  and  sacrificed  his  own  advancement 
to  the  fearless  assertion  of  his  opinions. 

It  is  a  melancholy  instance,  however,  of  the 
infirmity  of  human  judgment,  that  this  eminent 
person,  so  far  in  advance  of  his  age  in  constitu- 
tional and  religious  liberty,  was  a  firm  believer  in 
witchcraft  and  sorceiy  I  Wierus,  a  physician  of  the 
Netherlands,  had  written  a  treatise  de  Prcestigiis 
in  1564,  combatting  the  horrible  prejudice  of  the 
age,  by  which  ugly  old  women  were  burnt  as 
witches.  Even  he,  however,  did  not  venture  to 
deny  the  fact  of  witchcraft.  He  only  urged  for 
them  the  plea  that  they  were  the  devil's  victims, 
and  not  his  voluntary  agents.  In  1578  Bodin 
wrote  a  work  de  la  Oemonomaiue  des  Sorciers^ 
stoutly  supporting  the  reality  of  witchcraft,  and 
calling  for  judicial  punishment  on  Wierus  as  a 
confederate  of  Satan  I 

M.  BaudriUart,  the  colleague  of  M.  Chevalier 
in  the  chair  of  Political  Economy  at  the  College 
de  France,  has  recently  published  a  work  in  two 
volumes,  Bodin  et  eon  temps^  for  which  he  was 
awarded  a  prize  by  the  Institute  of  France,  in 
1853.  (BAunauxABT.) 

Lee  eix  livree  de  la  Repttblique,    Paris,  1576. 

The  sixth  book  of  the  Republic  contains  dis- 
cussions on  the  public  revenues,  taxation,  and 
the  coinage.  Among  many  other  valuable 
notices,  he  says,  that  the  value  of  gold  and  silver 
had  diminished  10  or  12  times  since  the  discovery 
of  the  Peruvian  mines.  That  the  Chancellor  of 
France,  in  the  time  of  St.  Louis,  had  for  the 
charge  of  himself,  his  horses  and  servants,  seven 
sous  (or  shillings)  of  Paris,  allowed  him  a  day, 
which  was  not  equal  to  8^.  of  his  day.  That 
Charles  Y.  of  France  paid  81,000  crowns  for  the 
county  of  Auxerre,  Philip  I.  paid  60,000  crowns 
for  the  duchy  of  Berri,  and  that  many  earldoms, 
baronies,  and  great  seigneuries,  had  been  sold, 
120  years  previously,  tor  the  twentieth  part  of 
what  they  brought  in  his  day.  That  the  revenues 
of  France  in  1449,  in  the  days  of  Charles  Yl., 
were  40,000  pounds  sterling,  which  was  equal  to 
1,400,000  pounds  sterling  of  his  day.  He  also 
says,  that  by  the  advice  of  the  Cardinal  of 
Tournon,  Francis  I.,  in  1543,  instituted  a  bank 
at  Lyons,  at  which  every  man  received  8  per 
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cent,  for  his  money,  in  which  mnltitndes  of  people 
in  France,  Germany,  and  Italy,  invested  their 
money.  At  his  death  Francis  I.  owed  the  bank 
500,000  crowns.  His  son  Henry,  having  wasted 
his  father's  treasure,  paid  10, 12,  and  16  percent, 
in  1554,  which  was  the  same  rate  as  Charles  V. 
of  Germany,  and  Henry  VIII.  of  England,  had 
borrowed  at.  He  also  gives  many  interesting 
financial  details  of  other  countries.  In  the  third 
chapter  he  discusses  the  subject  of  money. 

Discours  sur  le  rehattssement  et  diminution  des 
mcmnoyes,  iant  d'or  gut  d'argenU  ^  ^  moyen  d^y 
remSdier ;  et  responce  aux  paradoxes  de  Monsieur 
de  Malestroict.    Paris,  1578. 

This  tract  is  full  of  the  most  valuable  details 
of  the  changes  that  had  occurred  in  prices  in 
France  during  the  three  preceding  centnries. 
Malestroict,  the  master  of  accounts  and  of  the 
mint,  had  asserted  the  extraordinary  paradox 
that  during  three  centuries  prices  had  not  risen 
in  France.  Bodin  takes  an  immense  variety 
of  articles  and  shews  that  they  had  risen  from  Qnq 
to  ten  fold  in  price  during  the  three  preceding 
centuries ;  he  investigates  the  causes  of  this  di- 
minution in  the  value  of  the  precious  metals. 

B0DZ-BA7M0ND,  F.  E. 

Staatsweseti  und  mensshelbindung  umfassende 
Betrachtungen,    Berlin,  1837. 

BCECKH,  ATI0U8TB.  This  eminent  philo- 
logist was  born  atCarlsruhe  the  24th  November, 
1785.  He  was  educated  at  Halle  and  Berlin. 
In  1805  he  was  appointed  extraordinary  pro- 
fessor of  philology  at  Heidelberg,  and  in  1811  he 
was  appointed  professor  of  classical  literature  at 
Berlin. 

Die  Staatshaushaltung  der  Athener.    Berlin, 

1817. 

This  excellent  work  has  been  translated  into 
English  by  Sir  George  Cornewall  Lewis,  Bart., 
M.P.,  under  the  title  of  "  The  Public  Economy  of 
Athens,**  It  contains  the  fullest  and  best  account 
we  have  of  the  Political  Economy  of  the  Athe- 
nians. The  first  book  discusses  the  prices  of  com- 
modities, the  wages  of  labor,  the  rent  of  land  and 
houses,  and  the  profits  of  stock  in  Attica.  The 
second  discusses  the  financial  administration  and 
expenditure  of  Athens.  The  third  details  the 
ordinary  revenues  of  Athens.  The  fourth  treats 
of  the  extraordinary  revenues,  the  valuation  of 
property,  the  public  loans,  alterations  in  the  coin- 
age, and  the  financial  expedients  adopted  by 
Grecian  states  in  times  of  difficulty.  A  disser- 
tation on  the  silver  mines  of  Laurion,  in  AtticJ^ 
is  appended  to  the  work. 

Professor  Bockh  has  also  written  a  work  on 
the  weights,  coins,  and  measures  of  Antiquity, 
called, 

Metrologische  Uniersuchungen  vber  Oemchte, 
Mumfusae  und  Masse  des  Alterthums  in  ihrem 
Zusammenhange.    Berlin,  1838. 

BOECKMANN,  JOHN.  This  eminent  man  was 
born  at  Hoya,  in  Hanover,  in  1739.  His  father, 
a  receiver  of  taxes,  died  when  he  was  scarcely 
seven  years  old,  and  he  was  brought  up  by  his 
mother,  who  gave  him  the  best  education  that 
could  be  procured.  He  wos  destined  at  first  for 
the  church,  but  hia  turn  for  natural  sciences  pre- 
vailed, and  he  devoted  himself  to  them,  and  espe- 
cially to  their  application  to  economical  pnrposes. 


In  1762,  Bnsching,  the  geographer,  who  was 
director  of  the  Lutheran  Academy  at  St.  Peters- 
burg, invited  him  to  fill  the  chair  of  natural  phi- 
losophy there.  But  Bnsching  having  resigned, 
Bceckmann  left  it,  and  travelled  through  Swe- 
den to  study  the  working  of  the  mines  there. 
While  there  he  formed  a  friendship  with  Lin- 
nseus.  In  1766,  he  was  appointed  professor  at 
Gottingen,  on  the  recommendation  of  Bosching. 
He  there  formed  the  idea  of  trying  to  classify  the 
different  arts  and  branches  of  commerce.  His 
lectures  became  extremely  popular,  and  were  at- 
tended by  the  most  distinguished  men  in  €rer- 
many. 

BoBckmann  published  many  works  on  his 
branch  of  science,  but  the  one  he  is  best  known 
by  in  this  country,  is  his  History  of  Inventions^  in 
wliich  he  traces  from  the  earliest  antiquity  the 
history  of  a  great  number  of  trades.  He  occupied 
his  chair  for  45  years,  and  acquired  an  immense 
reputation  for  his  learning  and  personal  character. 
He  was  elected  into  almost  all  the  learned  socle- 
ties  of  Germany.  He  died  the  drd  February, 
1811.  He  left  a  great  number  of  works,  the 
names  of  which  are  given  in  Messrs.  Gaillamnin*B 
Dictionary,  thus — 

EUments  cTiconomie  rurale  a  Vusage  des  AUe^ 
mands.    Gottingen,  1769. 

Introduction  a  la  technohgie  ou  a  la  connmS" 
sance  des  arts  et  mUiers^  desfabriques  et  manufac^ 
turesy  particulierement  de  cellesqui  sont  en  rapport 
plus  direct  avec  r agriculture.    Gottingen,  1777. 

Opuscules  rilatifs  a  feconomie  politique  et  do^ 
mesHque^  a  la  technologies  a  la  police  eta  Vadmi' 
nistration,     1779-90. 

Fragments  dune  histoire  des  deeouveries  dans 
les  arts  et  les  mitiers.    1780-1805. 

Introduction  a  la  science  du  commerce,  avee  VeS" 
guise  dune  hihliotheque  de  livres  de  commerce. 
Francfort,  1792. 

Preparation  d  la  connaissance  des  produxis  de 
Pindustrie  et  dautres  objets  qui  entiint  dans  le 
commerce.    1793-1800. 

B(ESNI£B  BE  L'OBME. 
De  r esprit  du  gouvernement  economique.   Paris, 
1775. 

BOETLICHEB,  JACOB  aOTTLIEB  TZAAK. 
Statistical  tables  of  aU  the  States  of  Etarope^ 
1800. 

B0I0EBV0I8E,  E. 

Quelques  reflexions  au  svjet  du  prqjet  de  loi 
relatifaux  enfans  trouvis,    Paris,  1850. 

BOISABD,  JEAN.  A  judge  in  the  Cour  des 
Monnaiesy  died  in  Paris  in  1705. 

Traits  des  monnayes,  de  leur  drconstances  et 
dependances,    Paris,  1714. 

BOISaniLLEBEBT,  PIEBBE  LE  PE- 
SANT,  SIEIJB  DE,  This  eminent  man  may- 
be considered  as  the  morning-star  of  modern 
economic  science.  Very  little  was  known  of  his 
works  till  they  were  republished  in  Gnillanmin's 
Collection  des  principaux  economistes,  VoL  /.  p. 
163,  to  which M.  Eugene  Daire  has  prefixed  a  short 
biographical  sketch,  if  indeed  it  can  be  called  so, 
where  the  materials  are  so  scanty. 

The  place,  and  the  date  of  his  bh-th,  are  both 
unknown.    The  only  notices  of  his  life  are  in 
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Saint  Simon^s  memoirs.  He  was  lieutenant- 
general  of  the  bailiwick  of  Ronen,  and  had  a 
brother  in  the  Parliament  of  Normandy.  His 
work,  Le  detail  de  la  France^  was  published  in 
1697,  and  is  the  most  authentic  account  of  the 
manners  and  opinions,  and  the  actual  condition  of 
the  people  of  fYance,  and  the  state  of  the  finances 
in  the  reign  of  Louis  XIV.  The  misery  of  the 
people,  and  the  rapacity  of  the  courtiers  and 
statesmen,  is  exposed  in  very  strong  language. 

This  work,  noticed  below,  is  remarkable  for 
its  enlightened  views.  It  advocates  the  suppres- 
sion of  all  internal  custom  houses ;  absolute  free- 
dom of  trade  in  grain,  both  within  and  without 
the  kingdom,  and  only  very  modei*ate  import 
duties,  and  the  entire  abolition  of  export  duties. 
These  views  shew  remarkable  sagacity ;  only  one 
of  them  could  be  carried  out  by  Turgot  some 
three  quarters  of  a  century  later;  the  others 
have  only  been,  in  very  recent  years  indeed, 
adopted  in  England,  and  seem  to  have  very  little 
chance  in  France  for  many  a  long  year  to  come. 

This  book,  so  far  in  advance  of  its  age,  at- 
tracted very  little  notice.  But  not  discouraged, 
he  returned  to  the  subject,  and  in  1707  published 
the  Factum  de  France^  which  gained  more  atten- 
tion from  Chamlllart,  the  successor  of  Fontchar- 
train.  But  about  the  same  time  Yauban  had 
published  his  Dime  Royale^  with  very  much  the 
same  views,  and  this  excited  great  indignation  in 
the  mind  of  the  government.  BoisguiUebert  was 
banished  to  Auvergne,  but  soon  released,  and  his 
work  was  condemned  by  a  royal  edict  in  1707. 
He,  however,  firmly  maintained  his  opinions. 
He  is  supposed  to  have  died  about  1714,  at 
Rouen. 

Le  diktU  de  la  France,  la  cause  de  la  diminu- 
iion  de  aes  biens,  et  la  facilite  du  rem^e,  en  four- 
niseant  en  un  tnoie  tout  Vargent  doiU  le  roi  a 
besoin,  et  enrichiseant  tout  le  monde.    1697. 

This  work  details  with  great  minuteness  the 
miseries  caused  by  the  unjust  method  of  levying 
the  taxes  in  France.  It  explains  the  evil  effects 
of  the  obstructions  to  trade  by  the  internal  cus- 
tom-houses. He  shews  that  the  obstacles  imposed 
on  the  exportation  of  com  tended  to  produce  a 
famine,  and  throw  land  out  of  cultivation.  He 
earnestly  protests  against  the  dogma  of  the  mer- 
cantile system  that  money  is  wealth,  and  almost 
goes  into  the  opposite  extreme,  that  mone^  is 
only  a  sign  of  wealth ;  which  is  an  error  equally 
fatal  in  its  consequences,  and  which  Turgot  was 
one  of  the  first  to  set  right.  Boisgnillebeii;  then 
maintains  (Part  HI.,  *Chap.  vi.)  that  bad  or 
good  government  is  of  as  much  consequence  to 
the  wealth  of  a  country,  as  the  fertility  of  the 
soil,  or  the  nature  of  the  climate.  He  says  that 
the  laws  of  economic  science  are  never  violated 
with  impunity,  and  gives  instances  of  the  evil 
effects  of  ignorant  legislation  on  this  subject.  He 
says  that  the  financiers  seem  to  treat  France  as 
an  enemy's  country,  which  they  do  all  in  their 
power  to  ruin. 

Factum  de  la  France.    1707. 

Maintains  the  same  views  as  the  preceding. 
In  Chap.  IV.,  he  discusses  the  nature  of  riches, 
which,  he  says,  consists  in  the  enjoyments  of  life. 
He  explains  the  nature  and  fdnction  of  money, 
and  shews  that  paper,  parchment,  or  simple 
credit  is  cax>able  of  performing  its  functions.  He 
says  that  freedom  of  trade  would  greatly  conduce 


to  peace.  He  maintains  that  there  is  a  eolidaritS, 
or  community  of  interest,  not  only  between  man 
and  man,  and  province  and  province  of  the  same 
state,  but  also  between  every  state  in  the  world. 
How  far  in  advance  of  the  wretched  theories  of 
the  mercantile  system,  which  maintained  that  one 
state  throve  by  the  miseries  of  its  neighbours  I 
How  infinitely  in  advance  of  its  age  I 

Traits  de  la  nature^  culture^  commerce,  et  in- 
tSret  des  grains,  tantpar  rapport  au  public,  qu*  d 
toutes  Us  conditions  d*un  etat. 

Advocates  an  entire  freedom  of  trade  in  com, 
such  as  was  before  1650,  and  to  leave  all  econo- 
mical laws  to  the  action  of  nature. 

Dissertation  sur  la  nature  des  richesses,  de 
Vargent,  et  des  tributs,  ou  Von  decouvre  la  fausse 
idee  qui  r^ne  dans  le  monde  a  I*  igard  de  ees 
trois  articles. 

Tills  is  the  reaction  against  the  mercantile 
system,  which  placed  wealth  exclusively  in  the 
precious  metals,  and,  like  most  reactions,  it  goes 
a  little  too  far,  for  it  goes  to  prove  that  money  is 
nothing,  which  finds  its  logical  conclusion  in 
Lawism.  Turgot  hit  the  exact  mean  between 
these  two  opposing  theories.  Nevertheless  he 
sees  very  clearly  the  true  Unction  of  money  is  to 
preserve  the  right  of  demanding  something,  he 
shews  what  other  things  may  be  substituted  for 
it,  among  others  credit,  and  describes  the  custom 
of  the  fairs  at  Lyons,  where  a  system  prevailed 
exactly  on  the  plan  of  our  clearinghouse,  (Clbab- 
iNQ  House),  'when  all  debts  were  balanced  in 
paper,  and  not  a  single  sou  of  money  was  required 
to  settle  transactions  amounting  to  80,000,000. 
This  shews  that  he  well  understood  that  money 
and  instmments  of  credit  are  homogeneous.  He 
also  shews  that  in  conmierce  both  sides  must 
necessarily  gain. 

No  one  can  read  these  works  of  BoisguiUebert 
without  admiration  of  the  sagacity  they  display 
in  that  benighted  era,  nor  can  we  refuse  to  ac- 
knowledge him  as  the  true  precursor  of  that  illus- 
trious line  of  men  who  have  conferred  so  much 
benefit  on  the  world.  He  is  a  brilliant  example 
of  an  author  whose  views  are  the  paradoxes  of 
his  own  generation,  and  the  acknowledged  truths 
of  succe^ng  ones. 

BOISLANDBTy  LOTJIS  DR  A  merchant  at 
Versailles,  was  born  in  1749.  He  was  a  deputy 
to  the  tiers  Stat  in  1789.  He  devoted  his  atten- 
tion specially  to  finances,  and  warmly  opposed 
the  creation  of  two  milliards  of  Assignats,  which 
was  proposed  by  Mirabeau  in  September,  1790. 
His  views,  however,  were  rejected,  and  he  retired 
from  public  life  at  the  end  of  the  session.  He 
died  at  Paris  in  November,  1834. 

ConsidSraiions  sur  le  discredit  des  assignaiSy 
prSsentSes  a  VassembUe  naiionale.    Paris,  1791. 

Examen  des  principes  les  plus  favorables  aux 
progres  de  VagricuUare,  des  manufactures,  et  du 
commerce  de  France .    Paris,  1815. 

Des  impdts,  et  des  charges  despeuples  en  France, 
Paris,  1824. 

BOISST  -  D'ANGLAS,  PBAN90IS.  Lb 
CoMTB-DE,  was  bom  at  Saint  Jean  Chambre,  the 
8th  December,  1766.  He  distinguished  himself 
by  his  courage  on  the  invasion  of  the  Convention 
by  the  mob  in  May,  1795.  He  was  a  voluminous 
author,  and  died  in  Paris,  the  20th  October,  1826. 

Observations  sur  Vouvrage  de  M,  de  Calonne, 
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BONNEVILLE. 


BOBNITIUS. 


ifdituUj  De  VHat  present  et  a  venir  de  la  France, 
Paris,  1791. 

BOLTON,  BOBEBT.    Puritan  Divine. 
A  short  ana  private  discourse  between  Mr.  BoUon 
and  one  M,  S,  concerning  usury,    London,  1637. 

BEBNABDO,  GIOVANNI  HABIA.  Connt. 
Le  richezze  deW  agricuUura.    Trevigi,  1654. 

BONA  Y  UBETBA,  JUAN  ELOT  DE. 

Clave  de  hs  econamistas,  en  el  poder  y  en  la 
opQsizioUy  discorso  iconomico-politico,  Madrid. 
1850. 

BONCEBF.  PAUL.  Bom,  about  1745,  at 
Chasaulx,  in  franche-Comte.  An  advocate  before 
the  parliament  of  Besan^on.  His  merit  procured 
him  an  appointment  in  the  office  of  Tui^ot. 
While  in  tibiis  office  he  published  his  work  on 
feudal  rights,  in  1776,  which  created  a  vehement 
uproar,  and,  upon  the  motion  of  the  Prince  de 
Conti,  was  ordered  bj  the  parliament  to  be  burnt, 
and  the  author  was  about  to  be  prosecuted,  when 
the  king  forbade  them  to  interfere  in  the  matter. 
This  prosecution,  of  course,  gained  for  Boncerf 
and  his  work  fame  and  popularity ;  it  was  trans- 
lated into  several  languages.  It  served  as  the 
basis  of  the  decree  of  the  constituent  assembly  in 
1789.    He  died  in  1794. 

Les  inconvinients  des  droits  feodaux.  Paris, 
1776. 

Memoire  sur  cette  question:  QueUes  sont  Us 
causes  les  phis  ordinaires  de  V emigration  des  gens 
de  la  campagne  vers  les  grands  villes,  et  queUes 
seraient  les  moyens  dy  remSdierf    Paris,  1784. 

De  la  necessiU  doccuper  avantageusement  tous 
les  ouvriers.    Paris,  1791. 

De  la  plus  importante  et  la  plus  pressante  affaire^ 
ou  la  necessite  de  restaurer  VagricuUurey  et  le  com- 
merce.    Paris,  1790. 

BONDE.  KNUT,  Baron. 

La  Suede  et  son  commerce,    Paris,  1852. 

Translated  from  the  Swedish. 

BONJEANy  L.  B.    Bepr^sentant. 
SodaUsme  et  sens  commune,    Paris,  1849. 

BONNABD,  ABTHUB  DE. 

Organisation  du  travail,    Paris,  1845. 
BONNABDEL,  JEAN. 

Projet  financier^  ayant  pour  hut  de  procurer  an 
gouvememeni  un  impot,  direct  et  volontaircy  de  600 
millions  par  a%,  et  a  V  agriculture^  et  au  commerce^ 
vingt  milliards  a  trois  pour  cent,  par  an.  Lyons, 
1840. 

BONNAT,  FBAN90IS  DE.    Marquis. 

Rapport  fail  au  nom  du  ComitS  dt agriculture  et 
de  commerce^  sur  Vuniformiti  a  itamir  dans  les 
poids  et  mesures.    Paris,  1789. 

BONNEHEBE,  EUOENE. 

Histoire  de  V association  agricole.    Paris,  1850. 
Histoire  des  paysans.    Pans,  1856. 

BONNEVILLE,  ALPHONSE.  Assayer  to 
the  Bank  of  France. 

Encyclonedie  monitairey  ou  nouveau  traiti  des 
monnais  (for  et  dargent^  en  circulation  chez  les 
diverses  peuples  du  monde.    Paris,  1849. 


BONNEVILLE,  PIEBBB  FBEDEBIG. 

Traite  des  monnais  dor  et  dargentj  qui  circulent 
chez  les  dijffh'ens  peuples.    Paris.  1 806. 

BONNIN,  F. 

Principes  de  Pordre  socials.    Paris,  1849. 

BONNOT  DE  OONDILLAO,  ETIENNE. 

Ze  commerce  et  le  gouvemement  consideri  rSlo' 
Hvement  Vun  a  Vautre,    Amsterdam,  1772. 

BONOMO,  ANDBEA  GUISEPFE  DE. 
Sopra  le  monete  de*  vescovi  di  Trieste.   Trieste, 

1788. 

B0NVALET-DE8BB088E8.  Formerly  trea- 
surer of  the  navy  in  France. 

Hichesses  et  ressources  de  la  France^  faisant 
suite  a  Fouvrage  intitulS  :  May  en  de  simplijler  la 
perception  des  deniers  royaux.    Paris,  1789. 

Memoire  au  corps  lSgislati/(cMeAj  in  reference 
to  a  Caisse  de  Commerce).    Paris,  1796. 

BONmCmi,  ALBEBTO. 

Duhbf  e  controversie  in  cffari  di  eommercio^ 

uUimamenti  agitati  e  discisi  delle  primarie  Corti  e 

TribuncUi  di  Francia,  e  di  varii  parti  d  Italia^ 

che  hanno  una  giurisprudenza  commerciale  v/m- 

forma.    Napoli,  1836. 

BOOK  OF  COMMEBCE,  The,  by  sea  and 
land;  to  which  are  added  a  history  of  Commerce 
and  a  chronological  table,  ffc.  Boston,  U.S.,  1834. 

BOOTH,  DAVID.    Accountant 

A  letter  to  the  Rev.  T.  R.  MaUhus,  being  an 
answer  to  the  criticism  on  Mr.  Godwin* s  Work  on 
Population.    London,  1823. 

BOOTH,  aEOBQK 

Observations  on  lowering  the  rent  of  landy  and 
ou  the  Com  Laws.    Liverpool,  1814. 

Observations  on  Paper  Currency^  Bank  of 
England  notes,  and  on  the  principles  of  coinage, 
anaa  metallic  circulating  medium*  Liverpool,  1815. 

BOOTH,  HENBT,  of  Liverpool. 

The  rationale  of  the  Currency  Question,  or  the 
plea  of  the  merchant  and  shareholder  for  an  im* 
proved  system  of  National  Banking.  London, 
1847. 

Master  and  Man,  a  diah^ue,  in  which  are  die^ 
cussed  some  of  the  important  questions  affecting 
the  social  condition  of  the  industrious  classes. 
London,  1853. 

BOOTH,  J.  P. 

Oold  a  delusion.  Dear  food,  high  prices,  and  high 
discounts  accounted  for,  with  a  proposed  remedy^ 
by  changing  the  currency.    London,  1857. 

BOBBBTAEDT,  A. 

AUgemeine  geographische  und  etatistische  ker^ 
haUnisse  in  graphische  darstellung.   Berlin,  1846. 

BOBD,  MUBET  DE.  Beputd. 
De  la  Banque  de  France^  de  la  crise  monStaire. 
Paris,  1847. 

BOBIE,  VICTOR. 

Travailleurs  et  PropriStaires,    Paris,  1848. 

BOBNITIUS,  JACOBUS. 

JErarium ;  sive  Tradatus  Poliiicus  de  JErario 
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BOT£BO. 

«ac/v,  eimliy  miUittri^  eammuniy  ei  iocraHari^  z 
iihris  comprehenns,    Frankfort,  1612. 

De  nummis  in  republicd  percuUendis,  et  coiuer^ 
wmdU,    Hanovin,  1608. 

Iractatns  poliiicus  de  rerum  mfficientia  in  re- 
publicd  et  civitate  procurandd.  Frankfort,  1625. 

BOBBEGO,  ANDBE. 

Prindpiae  de  economia  politico.    Madrid,  1 844. 

BOBBELLI,  JEAN  ALEXIS. 

Revee  sttr  nos  financee ;  Maux  a  detruire^  ami' 
liorations  a  f aire.    Marseille,  1847. 

BOSANQUET,  OHABLES. 

A  Letter  to  W»  Mannings  Esq.  M,P.y  on  the 
eoMsee  of  the  rapid  and  progressive  depreciation 
of  West  India  Proper^.    London,  1807. 

I'hoyghts  on  the  Value  to  Oreat  Britain  of  Com- 
merce in  generalj  and  on  the  valve  and  import" 
once  of  the  Colonial  Trade  in  particular.  London, 
1808. 

Practical  ohservaiiane  on  the  Report  of  the  Bui' 
Hon  Committee.    Loudon,  1810. 

This  pamphlet  is  only  remarkable  as  having 
called  forth  a  most  able  and  crashing  reply  from 
Bicardo.  Mr.  Bosanquet  endeavoored  to  prove 
by  figores  that  the  principles  of  the  Bullion  Be- 
port  were  erroneous.  Bicardo  replied,  taking  the 
whole  of  Mr.  Bosanqnet*s  figures  to  pieces,  and 
shewing,  that  when  they  were  rectified,  they 
proved  most  satisfactorily  the  truth  of  the  Beport. 
It  is  also  curious  as  having  proposed  for  the 
monetary  unit,  the  pound  sterling,  the  interest  of 
£3S  68.  8d.  of  public  stock  (Bigabdo). 

BOSANQUET,  JAMES  WHATMAN. 

Letters  to  the  Right  Hon.  O.  C.  Leufisy  on  the 
Bank  Charter  Act  of  1844.    London,  1857. 

Metallic^  paper,  and  credit  currency^  and  the 
means  of  regulating  their  quantity  and  value. 
London,  1842. 

BOSC,  JOSEPH  ANTOINE.  A  younger 
brother  of  the  naturalist  of  the  same  name,  was  bom 
at  Aprey  in  1764.  He  was  appointed  inspectoi; 
of  mines  and  manufactures  in  Bur^ndy,  but  the 
office  was  abolished  by  the  division  of  France 
into  departments.  He  afterwards  filled  several 
public  offices,  and  died  in  Besan9on  in  1837. 

BOSELLINI,  CABLO. 

Nuovo  esame  delle  sorgenH  delta  privata  epub- 
hlica  richezza.    Modena,  1816-17. 

B08W0BTH,  JOSEPH 

The  necessihf  of  the  anti-pauper  system  shewn  by 
an  example  of  the  oppression  and  misery  produced 
by  the  aUowanee  system.    London,  1829. 

BOTELHO,  SEBASTLiO  XAVIEB. 

Memoria  estatistica  sobre  os  dominios  Porta* 
guezes  na  Africa  Oriental,    Llsboa,  1835. 

Segunda  parte  da  memoria  estatistica^  ff^c.  Lis- 
boa,18d7. 

BOTEBOt  GIOVANNL  Born  at  Berne,  in 
Piedmont,  in  1540.  He  was  secretary  to  St. 
Charles  Borromeo,  and,  after  his  death,  was  sent 
as  envoy  to  Paris.  He  was  afterwards  tutor  to 
the  children  of  Charles  Emmanuel,  Duke  of  Savoy, 
and  died  in  1617. 
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Delle  cause  delta  grandezza  deUa  cittd.   Borne, 
1588. 
Bella  ragione  di  stati.    Venice,  1589. 
Relazioni  universali.    Borne,  1592. 

BOTTIN,  LEONABDUS,  E.P.A. 

Specimen  inaugurate  ceconomico-politicum  de 
Frumentarid  Mercaturd.    Leodil,  1829. 

BOTTIN,  SEBASTIEN. 

Statistique  annttelle  de  rindustrie.    Paris,  1835. 

BOUOHATJD,  MATmETJ  ANTOINE.  Bom 
at  Paris  in  1719.  He  was  a  member  of  the  Li- 
stitute,  and  professor  of  law.    He  died  in  1814. 

De  timpotdu  vingtieme  sur  les  successions,  et  de 
Vimpot  sur  les  marchandises  chez  les  Romains. 
Pans,  1766. 

Theorie  des  traitSs  de  commerce  enire  les  nations. 
Paris,  1777. 

BOUCHEB^  P.  B.  Professor  of  commercial 
law. 

Le  consulat  de  la  mer,  on  Pandectes  du  droit  com- 
mercial  et  maritime.    Paris,  1808. 

Histoire  dusure  chez  les  anciens  peuples.  Paris, 
1809. 

Traiti  compUt,  thiorique  et  pratique  de  tone  les 
papiers  de  credit,  et  de  commerce,    raris,  1808. 

BOUCHEBETT^  ATSCO&HE. 

A  few  observations  on  com,  currency,  fpc.  Lon- 
don, 1840. 

BOTJCHET,  HENBL 

Solution  politique,  industrielle,  et  sociaU.  Appel 
aupeuple,  organisation  de  cridit.    Paris,  1805. 

BOUCHON-DUBOUBinAL,  HENBI.   En- 

gineer  to  the  office  of  roads  and  bridges,  and 
translator  of  Cervantes.  Born  at  Toul  m  1749, 
and  died  at  Paris  in  1828. 

ConsidSrations  sur  les  finances.    Paris,  1788. 

Considerations  sur  les  Jtnances,  sur  la  Dette 
publique,  sur  la  nScessiteet  les  moyens  de  creer 
un  muUard  en  ptqner-monnaie,  aussi  solide  etplus 
predeux  que  For,  ^e.  Paris,  1814. 

BOUEI-WILLAUMEZ,  E. 

Commerce  de  la  traiti  des  noirs.   Paris,  1818. 

BOnaAINVILLE,  J.  P.  E.E.  Brother  of 
the  celebrated  navigator,  was  born  at  Paris  the 
1st  of  December,  1722.  He  became  Secretary  to 
the  Academy  of  Liscriptions  and  Belles  Lettres. 
He  died  22nd  of  June,  1763. 

Discours  sur  les  mitropoles  grecques,  tiri  des 
nUmoires  de  FAcadimie,  des  inscriptions  et  belles 
lettres.    Paris,  1785. 

BOTJLAINVILLIEBS,  HENBI  DE,  Lb. 
CoNTB.  Born  the  Uth  of  October,  1658,  at  St. 
Saire,  in  Normandy*.  He  was  an  eminent  writer 
of  his  day,  but  from  being  a  very  ardent  admirer 
of  the  feudal  system  his  works  are  not  much 
thought  of  now.  He  is  mentioned  by  Montes^ 
quieu  (^Esprit  des  Lois,  Liv,  xxx,  c.  10.  After  a 
Uterary  career  he  died  at  Paris  in  1722. 

Mimoires  prisentis  au  due  dOrlians,  rSgent  de 
France,  contenant  les  moyens  de  rendre  ce  royaume 
tree  puissant,  et  dtaugmenter  considSrahlement  les 
revenue  du  roi  et  du  peuple.    La  Haye,  1727. 
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BOWEING. 


BOYKTET. 


JEtat  de  la  France^  dans  lequel  an  voU  tout  ee 
qui  regarde  le  gouvemement  eccUsiastique^  le  r/tt7- 
ttozre,  la  justice^  les  finances,  le  commerce^  lesmanu- 
facturesy  le  nomJbre  des  hahitans^  ffc,  London, 
1727. 

BOULEiraEB,  JULES  CESAS. 

De  tribuHs  ac  vectigalibus  popidi  Romani  liber. 
Tubingen,  1618. 

BOUfiBON-LEBLANO. 

Introduction  a  la  science  de  rSconomie  politique^ 
etdela  staiistique  gSnerale,    Paris,  1801. 

BOUEDON,  FEANOIS  LOUIS. 
Opinions  sur  les  finances,    Paris,  1795. 

BOUBEAU-DESLANDBES,  ANDBE 

EBANgOIS. 
An  essay  on  maritime  power  and  commerce^  par* 
ticularly  Aose  of  Froance,    London,  1743. 

B0UBO0I8.    Capitaine  de  frigate. 

Rapport  d  M.  Ducos,  ministre  de  la  marine,  sur 
la  navigation  commerciale  a  vapeur  de  FAngleterre. 
Paris,  1854. 

BOUBBTTB. 

De  la  Merarchie  commerciale.  Yersailles,  1848. 

BOUTABD,  CBABLES.  Formerly  member 
of  the  Tribnnal  and  Chamber  of  Commerce  of 
Tours. 

Libre  monitisation  de  la  proprietS.  Paris,  1854, 

BOUTEBOUE,  CLAUDE. 

Recherches  curieuses  des  monnoyes  de  France, 
depuis  le  commencement  de  la  monarchic,  Paris, 
1666. 

BOUTOWSEI.  A  Russian  economist,  born  at 
St.  Petersburgh  in  1814.  A  Councillor  of  State, 
and  member  of  several  societies  in  that  city. 

An  essay  on  Natumal  Wealth  and  the  principles 
of  Political  Economy,  (In  Russian.)  St.  Peters- 
burg, 1847. 

BOUTABD,  A. 

Notice  sur  la  mesure  de  la  vie  hunudne.  Paris, 
1849. 

BOVEB  DI  BOSELLO,  J.  KABIA. 

Del  origen,  progreso  y  actual  estado  de  la  Agri' 
cultura,  ArteSj  y  Commercio,  en  la  Isle  de  Mallorca. 
Palma,  1841. 

BOWEN,  FEAH0I8.     ,„ 

The  principles  of  Political  Economy  applied  to 
the  condition,  the  resources,  and  the  institutions  of 
the  American  people,    Boston,  U.S.,  1856. 

BOWBING,  EDGAB  ALPBED.  Son  of  Sir 
John  Bowring.  Has  translated  the  poems  of 
Goethe,  Schiller,  and  Heine.  Librarian  to  the 
Board  of  Trade,  and  Secretary  to  the  Royal  Com- 
mission for  the  Exhibition  of  1851. 

Free  trade,  and  its  so  called  Sophisms.  Lon- 
don, 1850. 

During  the  warm  economical  discussions  follow- 
ing Sir  Robert  Peel's  great  reforms,  a  "  barrister," 
generally  supposed  to  be  Mr.  Justice  Byles,  pub- 
lished a  little  volume,  entitled  the  '*  Sophisms  of 
Free  Trade,"  somewhat  after  the  manner  of  Bas- 
tiafs  Sophismes  icoTiomiques.  Mr.  Bowring's  work 
is  a  reply  to  it. 

BOWBING,  -SIB  JOHN,  LLJ).    Was  bom 

at  Exeter,  the  17th  October,  1 792.   He  was  early 


distinguished  for  his  acquirements  in  the  lan- 
guages of  Eastern  Europe,  and  he  pubUshed 
metrical  versions  from  Russian,  Polish,  Servian, 
and  Magyar  poems,  besides  some  original  pieces. 
He  was  an  intimate  friend  of  Bentham,  who 
appointed  him  one  of  his  executors ;  and  he,  in 
conjunction  with  Mr.  John  Hill  Burton,  edited 
the  collection  of  Bentham*s  works.  In  1825  he 
became  editor  of  the  Westminster  Review,  and 
contributed  largely  to  it.  He  has  been  several 
times  employed  by  Government  to  make  reports 
on  the  commerce  of  foreign  countries.  They  re- 
late to  France,  Switzerland,  Tuscany,  Syria,  and 
the  Glerman  customs  union.  He  was  in  Parlia- 
ment from  1835  to  1837,  and  again  from  1841  to 
1849,  when  he  was  appointed  Consul  at  Hong 
Kong.  He  returned  to  England  in  1853,  and  in 
the  following  year  was  knighted,  and  appointed 
Governor  of  Hong  Kong.  During  this  appoint- 
ment he  paid  a  visit  of  state  to  the  King  of  Siam. 

First  report  on  the  commercial  relations  between 
France  and  England,     1834. 

Second  report.     1835. 

Report  on  the  commerce  and  manufactures  of 
Switzerland.     1836. 

Report  on  the  statistics  of  Tuscany,  Lucca,  the 
Pontifical,  and  the  Lombardo- Venetian  States. 
1838. 

Report  on  Egypt  and  Candia.    1840. 

Report  on  Commercial  Statistics  of  Syria. 
1840. 

T?ie  decimal  system  in  numbers,  coins,  and  ac- 
counts,  especially  with  reference  to  the  decimaUsa^ 
tion  of  the  Currency  and  accountancy  of  the  United 
Kingdom. 

BOTDf  WALTER.  An  eminent  merchant 
of  London. 

A  letter  to  the  Right  Honorable  W.  Pitt  on  the 
influence  of  the  stoppage  of  issues  in  specie  at  the 
jSank  of  England,  on  the  prices  of  provisions  and 
other  commodities.    London,  1801. 

In  1800  and  1801  there  was  a  great  scarcity  of 
corn,  and  the  prices  of  all  kinds  of  provisions 
Vere  very  high.  There  was  a  great  demand  for 
specie  for  exportation,  and  the  market  price  oi 
gold  bullion  rose  to  £4  5s.  per  ounce,  and  silver 
bullion  rose  to  5s.  7d.  per  ounce.  The  exchange 
with  Hamburgh  fell  to  14  percent,  below  par. 
Under  these  circumstances  Mr.  Boyd  was  one  of 
the  first  to  shew,  in  the  above  pamphlet,  that 
these  were,  in  fact,  proofs  of  the  depredation  of 
the  paper  currency,  and  that  the  difference  between 
the  market  and  the  mint  price  of  gold  bullion  was 
the  proof  and  the  measure  of  the  depreciation. 
Lord  King  also  published  a  treatise  to  prove  the 
same  doctrine  (Kin«,  Lord).  After  a  short 
time  this  difference  subsided,  till  1809,  when 
exactly  the  same  phenomena  recurred,  upon  which 
occasion  Bicardo  first  appeared  as  an  author,  and 
gave  rise  to  the  appointment  of  the  Bullion  Com- 
mitte.    (Bullion  Kbport.) 

Observations  on  Lord  GrenviUe's  essay  on  the 
sinking  fund.    London,  1828. 

Reflections  on  the  financial  system  of  Great 
Britain.    London,  1828. 

BOYETET.    A  counsellor  of  State. 
Recueil  des  mSmoires  rUatif  au  traite  de  com-' 
meree  avec  VAngleterre.    Versailles,  1789. 
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BOTNE,  WILLIAIL 

Tokens  issued  in  the  I7th  century  in  JEnglandj 
WaleSf  and  Ireland^  by  corporations^  merchants^ 
tradesmeny  Sfc.    London,  1856. 

Tokens  issued  in  tke  17 th^  ISth^  and  I9th  cen- 
furies  in  Yorkshire,    London,  1858. 

BBADNET^  JOSEPH. 

Beflections  on  the  Report  of  the  Bullion  Com- 
mittee.   Bath,  1810. 

BBAMSTON,  THOMAS  OABDINEB. 

A  practical  inquiry  into  the  nature  and  extent  of 
the  present  agricultiaxd  distress^  and  the  means  of 
relieving  it,    London,  1822. 

7%6  principle  of  the  Com  Laws  tindieated, 
London,  1827. 

BBANCA8   LAUBAQUAIB,   L.L.Q.   DB. 

Due  DB  Bbahcas. 

MSmoire  sur  la  campagnie  des  Indesy  prScSdS 
eTun  discours  sur  le  commerce  en  gSnSnd.  Paris, 
1769. 

BBANCH,  JOHN,  of  Eye. 

The  crisis  of  England;  her  danger  and  re- 
medy  :  a  statement  of  financial  economy :  also  re* 
marks  on  the  Currency,    Eye,  1834. 

Political  Economy ;  a  reform  of  the  monetary 
system  prejxtratory  to  the  complete  development  of 
ike  principles  of  Free  Trade  and  Commerce. 
London,  1851. 

A  national  system  ofjmance,  an  adjustment  of 
prosperity  between  the  landowners  and  the  fund- 
holders.    London,  1854, 

BBAin),  CHABLES. 

A  treatise  on  Assurances  and  Annuities  on 
Lives.    London,  1775. 

BBANDy  JOHN.  Rector  of  St.  6eorge*s, 
Sonthwark. 

A  determination  of  the  average  depression  of  the 
price  of  wheat  in  war^  below  UuU  of  the  preceding 
peaccy  and  of  the  readvanee  in  the  following^  with 
remarks  on  their  greater  variations  in  that  period. 
London,  1800. 

Observations  on  some  of  the  probable  effects  of 
Mr.  OUberfs  Bill;  to  which  are  addedy  remarks 
deduced  from  Dr.  Price's  account  of  the  National 
Debt.    London,  1776. 

BRAND,  THOKAS.    Lobd  Dagrb. 
A  letter  to  W.  WilsherSy  Esq,y  on  the  subject  of 
the  Com  Laws.    London,  1814. 

BBAUN,  TVETEE. 

NoTges  Statisiik.    Ghristiania,  1848. 

BRAUHEB,  FRANZ  AUGUST. 

Von  der  Robot  und  deren  Abldsung  fur  den 
bdhntischer  und  mahrischen  Landman^  Prag. 
1848. 

BEAT,  CHARLES. 

An  outline  of  the  various  Social  Systems  and 
Communities.    London,  1844. 

An  essay  on  the  union  of  agriculture  and  manw 
facturesy  and  upon  the  organization  of  industry* 
London,  1844. 


BRAT,   EUGENE   DK      Lb   Gbbtaubb. 

Born  at  Amiens  in  Jnne,  1779. 

Essai  sur  la  forcsy  la  puissanccy  et  la  riehesse 
nationals.    Paris,  1814. 

Des  moyens  d'etendre  le  commerce  an  long  courSy 
et  ^assurer  sa  prosperite.    Paris,  1825. 

BRATER,  JEAN  BAPTISTE  LEWIS. 
Statistique  du  departement  de  VAisne.    Laon, 
1825. 

BBEAEBREAD,  BABNABT.  A  pseudo- 
nym. 

Protection  to  British  industry  considered, 
Warwick,  1850. 

BREBISSON,  ALPHONSE  DE. 

Statistique  de  Varrondissement  de  PaUnse.  1826. 
BBEDECZE7,  SAMUEL. 

Historisch  Statisticher  Beytrag  zum  Deutschen 
Colonial  wesen  in  Europa.    BrOn,  1812. 

BREDEBLOWi  GOSWIN  VON.    Baron. 

Oeshicte  des  Handels  und  der  gewerblicken 
Kultur  der  Oestsee  Reiche  ein  Mittela&er,  Berlin, 
1820. 

BREEN,  HENRT  H. 

St,  Lucia ;  historicaly  statisticaly  and  descriptive, 
London,  1844. 

BRENAN,  JUSTIN. 

The  National  debf^  and  public  funds  simplified 
for  general  comprehension.    Lonaon,  1849. 

BRENNERy  ELL&S. 

Thesaurus  nummorum  SueO'Oothicorum,  Hol- 
miffi,  1731. 

BRERETON,  C.  D. 

An  inquiry  into  the  workhouse  systemy  and  the 
law  of  maintenance  in  agricultural  districts,  Nor- 
wich, 1822. 

Observations  on  the  administration  of  the  Poor 
Laws  in  agricultural  districts.    Norwich,  1824. 

A  practical  inquiry  into  the  numbery  means  of 
employmenty  and  wages  of  agricultural  laborers, 
Norwich,  1824. 

The  subordinate  magistracy y  and  Parish  system, 
considered  in  connexion  loith  the  causes  and  re- 
medies  of  modem  pauperism,    Norwich,  1827. 

BREREWOOD,  HOWABD. 

De  ponderibttSy  et  pretiis  veterum  nummoruMy 
eorumque  cum  recentioribus  collations.  London, 
1614. 

BRESSON,  JACQUES. 

Histoire  financiers  de  la  FrancCy  depuis  V origins 
de  la  mojuwchiey  jusqtC  a  VanneCy  1828.  Third 
Edit.    Paris,  1857. 

Des  fonds  tmblics  franqais  et  Stran^erSy  et  des 
operations  de  la  Bourse  de  Paris.    Paris,  1843. 

Liberti  du  taux  de  Tinterety  ou  abolition  des  lois 
sur-  Vusurcy  avec  des  reflexions  sur  la  Banque  de 
France,    Paris.  1848. 

BREULIER,  ADOLPHE.  Advocate  in  the 
Imperial  Court  of  Paris. 

Du  droit  de  perpStuite  de  la  proprieti  inteU 
lectuelle,    Paris,  1855. 
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BBEWEB,  OEOBGE. 

The  rights  of  the  poor ^considered^  with  (he  cause 
and  ejects  of  monopoly.    London,  1800. 

BREWSTER,  SIB  FBANCIS. 

Essays  on  trade  and  navigation*  London,  1695. 

New  Essays  on  Trade,    London,  1702. 

BBIANOOITBT,  HATHIETT. 

r organisation  du  travail  et  Vassociatwn.  Paris, 
1815. 

BBIAUNE, 

Duprix  des  grains,  du  libre  ichange  et  des  ri' 
serves.    Paris,  1857. 

BBDLVOINNE. 

De  Vindustrie  en  Belgigue.  Sa  situation  actuelle^ 
cause  de  decadence  et  prosperity.  Brussels,  1839. 

BBIOEWOOD,  JOHN. 

Facts  relative  to  the  Com  Laws.  London,  1815. 
A  plan  for  redeeming  the  new  four  per  cents. 
London,  1830. 

BBIOOONE9  N.   Master  of  Beqnests  to  tlie 
Council  of  State.    Died  in  1820. 
Situation  des  Finances.    Paris,  1819. 

BBIEL,  ADOLPHE. 

Etudes  economiques  sur  les  motifs  de  la  suppres' 
sion  de  la  chaire  de  licanomie  politique  an  College 
de  France.    Paris,  1848. 

BBIEBE,  ALEXAin)BE. 

De  VorganisatUm  du  travail  par  les  sociitis  en 
commandites.    Paris,  1848. 

BBIGANTI,  PILIPPO.   Bom  atGallipoli, 
in  Naples,  in  1724,  died  in  1804. 
Esame  economico  del  sistema  civile^  1780. 

BBIGOS,  JEBEMIAH. 

The  wages  of  the  people.    Derby.      1858. 

i  BBiaOS,  JOHN.    General. 

The  cotton  trade  of  India,    London,  1840. 

The  present  land-tax  of  India  considered  as  a 
measure  of  Finance.    London,  1830. 

BBIOHT,  BENBT,  8. 
Statistics  of  the  com  trade,  1 828 — 1 853.     Lon- 
don, 1854. 

BBILLAT-SAVABIN.  ANTHELME.  Bom 
in  1747.  A  Judge  of  the  Court  of  Cassation. 
Died  at  Paris  in  1726. 

Vues  et  privets  deconomie  politique.  Paris, 
1801. 

BBILLEMONT. 

Adresse  aux  83  d^partements  (on  the  banking 
system  of  J.  A.  de  Ferri^res).    Paris,  1791. 

BBINOABD.    Auditor  to  the  council  of  state. 
Le  nouveau  et  Vancien  droit  du  timbre,    Paris, 
1856. 

BBINDLET,  JOHN. 

A  report  of  the  public  discussion  on  SociaUsmf 
held  in  the  theatre^  Sheffield.    Sheffield,  1840. 


BBISTBD. 
BBION  DE  LA  TOUB,  LOUIS. 

Tableau  de  la  population  de  la  France^  ^^  j*c. 
Paris,  1789. 

BBISBANE,  ALBEBT. 

Social  destiny  of  man,  or  association  and  re* 
organisation  of  industry.    Pliilad^lphia,  1840. 

BBISOOEy  JOHN.  In  the  year  1694  there 
were  multitudes  of  schemes  for  Banks  before  the 
public.  One  succeeded, — the  Bank  of  £ngland. 
A  knot  of  persons,  among  whom  the  most  con- 
spicuous were  Asgill  (Asquju)  and  Briscoe,  were 
very  active  in  getting  up  an  opposition  scheme, 
for  the  purpose  of  basing  a  paper  currency  on  the 
security  of  land.  The  plan  which  Law  took  up 
afterwards.  These  persons  actually  got  Parlia- 
ment to  pass  a  Bill  for  this  Land  Bank,  in  1696 ; 
but,  fortunately  for  the  country,  and  all  concerned 
in  it,  the  project  totally  failed.  We  have  not  been 
able  to  discover  any  particulars  of  this  Mr. 
Briscoe,  who  was  one  of  the  most  active  pro- 
moters of  this  Bank.    (Lavd  Bah k.) 

An  abstract  of  the  discourse  on  the  hUe  funds 
of  the  milUoT^acts,  lottery  Acts,  and  Bank  of 
England.    London,  1694. 

An  explanatory  dialogue  of  a  late  treatise^  in- 
tituled **A  discourse  on  tlte  late  funds  of  the  nul- 
lion-aetSf"  ^.    London,  1694. 

An  account  of  the  Motional  Land  Bank*  Lon- 
don, 1695. 

An  account  of  the  value  of  the  estates  in  the 
several  counties,  subscribed  towards  the  fund  for 
a  national  Land  Bank,  from  llth  June  to  ISth 
July,  1695.    London^  1695. 

2'he  freehold  estates  of  England,  or  England 
itself  the  best  fund  or  security.    London,  1695. 

Bofly  to  a  pamphlet  in  answer  to  the  above, 
London,  1695. 

Proposals  far  raising  money  for  the  National 
Land  Bank.    London,  1695. 

To  the  honorable  the  knights,  dtisens,  and  5»r- 
gesses  in  Parliament  assanbled.  Proposals  for 
regulating  the  coin  of  the  kingdom.  London, 
1695. 

To  the  hUghiSf  citizens,  and  burgesses  in  Par* 
Uament,  a  short  scheme  or  proposal  for  a  National 
Land  Bank.    London,  1695. 

To  the  Lords  spiritual  and  temporal,  and  Com- 
mons, in  Parliament  assembled.  (An  address  re- 
specting a  National  Land  Bank.)    London,  1695. 

An  answer  to  a  late  pamphlet,  entitled  Reasons 
offered  against  the  intended  project  commonly 
called  the  National  Land  Bank.    London,  1696. 

Defence  of  Dr.  H.  Chamberlen's  Bank,  or 
office  ofcrecut.    London,  1696. 

BBISSOT^  JEAN  PIEBBE.  De  WarriUe, 
the  celebrated  Girondin ;  executed  in  1794. 

Discours  sur  la  rareti  dunumSraire  et  sur  les 
moyens  d'y  renUdicr.    Paris,'  1790. 

The  commerce  of  America  with  Europe.  Trans- 
lated from  the  French.    New  York,  1795. 

BBISTED^  JOHN|  of  the  Inner  Temple. 

Hints  on  the  National  Bankruptcy  of  Great 
Britain,  and  on  her  resources  to  maintain  the  pre* 
sent  contest  with  France.    New  York,  1809. 

America  and  her  resources,  or  a  view  of  the 
agricultural,  commercial,  mansfacturing,financiaL, 
political  capacity  and  character  of  the  American 
people.    London,  1818. 


BROOKS. 

BBFTTAinCTTS.   Pseudonym. 

Com  Law»  defended^  or  agriculture  our  fi^st 
inierestj  and  the  mainttay  of  trade  and  commerce. 
Leeds,  1844. 

BBITTANICTIS.    Pseudonym, 

A  Treatise  on  the  Currency ;  in  which  the  prin» 
ciple  of  uniformity  is  advocated,  Edinburgh, 
1826. 

BRITTEBr,  PASHLBY. 

Historical  and  Statistical  view  of  the  progress 
of  British  commerce  from  the  Norman  Conquest 
to  1851.     London,  1852. 

BBIZIy  0BE8TE. 

Quadro  storieo-statistico  delta  serenissima  rf- 
publica  di  San  Marino,    Fireme^  1842. 

BBOADHUBST,  JOHN. 

Peasons  for  not  repealing  the    Com  Laws. 
London,  1839. 
Political  Economy.    London,  1842. 

BBOCEETT,  WILLIAH  HENBT. 
T^e  tradesman's  tohens  (of  the  17th  century)  of 
Derbyshire.    Gateshead,  1857. 

BBOaaiA,  CABLO  AirrONIO.  An  emi- 
nent  Neopolitan  merchant,  who  published,  in 
1743,  two  works  on  taxation  and  money.  He 
was  highly  extolled  in  his  day;  but,  from  the 
abstract  of  his  doctrines  given  by  Pecchio,  we 
should  not  form  any  very  high  opinion  of  them. 
He  was  an  advocate  of  the  mercantile  system. 
Notwithstanding  that  he  demeaned  himself  by 
great  sycophancy  to  those  in  power,  he  published 
a  treatise  in  1754,  which  gave  offence  to  the 
ministers.'  He  was  exiled  to  Palermo,  where  he 
remained  several  years.  He  returned  to  Naples, 
and  died. 

Trattato  di  Trtbuti.    Napoli,  1743. 

Trattato  delle  monete^  considerate  n/i  rapvorti  di 
Imtima  reduzione^  di  circolazione^  e  di  aeposito. 
Napoli,  1743. 

BBOONIABT. 

MSmoire  sur  les  resultats  probable  des  tontines, 
Paris,  1850. 

BBOIS  DE  BEAITHETZ,  BON  ALBEBT. 

Opinion  sur  les  VAssignats  de  6  livres.  Paris, 
1791. 

Reflexions  sur  lapartie  du  prqjet  d organisation 
du  tresor  public.    Paris,  1791. 

BBOOKE,  WTLLUX,  F.S.A. 

The  true  causes  of  our  present  distress  for  pro- 
visions ;  with  a  plan  for  the  future  prevention  of 
so  great  a  calamity,    London,  1800. 

BBOOKES,  B. 

Thoughts  on  the  Poor  Laws^  with  a  plan  for 
reducing  the  Poor-rates^  preparatory  to  their  ofto- 
lition,    London,  1822. 

BB00E8,  THOMAS,  Accountant. 

An  authentic  account  of  all  the  different  coins 
by  which  accounts  in  the  East  Indies  are  hept. 
London,  1763. 

An  authentic  account  of  the  weights  and  measures^ 
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Ay.y  made  use  of  at  the  several  ports  in  the  East 
Indies.    London,  1752. 

BBOOHE,  BALPK 

Observations  on  Mr.  Paine' s  Decline  and  Fall 
of  the  English  System  of  Finance.  London,  1796. 

BBOTTCKEBE,  CHABLES  DE.  Born  18th 
January,  1796,  at  Bruges.  Served  in  the  army 
from  1815  to  1820,  and  was  a  deputy  to  the 
States  Greneral  in  1826.  In  1830  he  was  a  mem- 
ber of  the  congress,  then  of  the  chamber  of  repre- 
sentatives, and  successively  minister  of  finance, 
of  the  interior,  and  of  war.  He  afterwards  be- 
came professor  of  mathematics  and  political  eco- 
nomy. He  has  also  filled  many  other  offices,  and 
has  written  many  articles  in  periodicals  on  econo- 
mical sublects.    He  has  also  published — 

Lettre  a  M,  le  Comte  J,  Arrivabene  sur  la  con- 
dition  des  travailleurs,    Paris,  1845. 

Principes  gSniraux  eC economic  politique,  Brus- 
sels, 1851. 

BBOTTOHAM  AND  VAUX.     Lobd.    The 

most  illustrious  of  the  Mends  and  disciples  of 
Bentham,  and  to  whom,  beyond  all  comparison, 
the  immortal  honor  is  due,  of  having  led  the  way 
in  the  great  practical  reforms  which  are  the 
realisation  of  his  ideas,  was  bom  in  St.  Andrew*s- 
Square,  Edinburgh,  on  the  19th  September,  1779. 
To  attempt  the  biography  of  one  who  will  fill  a 
greater  space  in  the  eye  of  posterity  than  any 
man  of  this  age,  in  the  narrow  limits  to  which 
we  are  necessarily  confined,  would  be  manifestly 
absurd.  To  detail  his  services  to  Political  Eco- 
nomy would  be  simply  to  narrate  the  history  of 
those  great  economical  discussions  which,  since 
the  great  debates  on  the  Currency  question,  in 
1811,  have  formed  so  conspicuous  a  portion  of  our 
Parliamentary  History.  In  all  of  these  the  name 
of  Brougham  will  always  be  found  battling  in 
the  foremost  ranks  of  enlightenment  and  truth. 
He  was  Attorney-General  to  Queen  Caroline  for 
many  years;  and  Lord  Chancellor  of  England 
from  1830  to  1834.  In  1825  the  Universi^  of 
Glasgow  honored  him  by  electing  him  Lord 
Rector,  against  Sir  Walter  Scott,  by  the  casting 
vote  of  Sir  James  Mackintosh.  In  1859  the  re- 
formed University  of  Edinburgh  honored  them- 
selves by  electing  him  their  first  Chancellor. 

Besides  innumerable  speeches  and  articles  on 
economical  subjects,  Lord  Brougham  published 

An  inquiry  into  the  Colonial  policy  of  the 
European  powers,   Edinburgh,  1803. 

BBOWNB.  LEWIS.  Inspector  in  the  Bel- 
gian Post  Office. 

La  rSforme  postale  en  Angleterre;  examen  de 
ses  risultats  dcpuis  mm  origine,  jusgy^  d  cejour. 
Brussels,  1857. 

BBOWN,  Dr.,  of  Dolphington. 

An  essay  on  the  new  vrqject  for  a  land  mint, 
proposing  a  proper  ana  practicable  scheme  and 
Gcpedient,  ifc,    Edinburgh,  1705. 

This  is  one  of  the  numerous  pamphlets  which 
were  issued  at  this  period,  advocating  a  paper 
currency,  based  upon  land.  Law  proposed  that 
notes  should  be  created  to  the  amount  of  20  years, 
purchase.  Dr.  Brown  to  the  amount  of  5  years. 

The  circumstances  of  Scotland  considered  wUh 
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respect  to  the  pretent  acarcUy  of  money,    Edin- 
burgh, 1705. 

Dr.  Brown  attributes  the  great  scarcity  of 
money,  in  Scotland,  to  the  issue  of  £1  notes  by 
the  Bank  of  Scotland.  He  speaks  of  them  as 
having  been  issued  for  a  considerable  time.  He 
advocates  a  land  paper  currency. 
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The  cotton  fidds  and  cotton  factories ;  being  a 
famxUar  view  of  the  rise  and  progress  of  the  cot- 
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Strictures  and  Remarks  on  the  Earl  of  Selkirk^ s 
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consequences  of  emigration.    Edinburgh^  180$. 

Letters  on  the  distressed  state  of  agricuUdrists. 
Edinburgh,  1816. 

BBOWN,  THOMAS,  of  Luton. 
General  view  of  the  agficuUure  of  the  County  of 
Derby,    London,  1794. 

BBOWN,  THOMAS  JAMES. 

Statistical  Survey  of  the  Com  Trade  from  1697 
to  1851.    London,  1851. 

BBOWN,  WILLIAM. 
•  Mercator;   or.  Commerce  retrieved.    London, 
1713. 

BBOWN.  WILLIAM,  M.P.  for  South  Lan- 
cashire.  Statement  of  the  different  plans  of  deci' 
mat  accounts  and  coinage.    London,  1854. 

Dedmdl  coinage.    London,  1854. 

BBOWN,  WILLIAM  EEEB. 

Letter  to  the  Right  Honorable  George  Canning, 
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BULLION  BXPOBT.  This  is  the  name  bj 
which  the  celebrated  Report  from  the  Select  Com-- 
mittee  on  the  High  Price  of  Gold  Bullion,  in  1810, 
is  commonly  known.  It  forms  one  of  the  great 
land-marks  in  Political  Economy,  and  deserves 
the  most  attentive  study  from  every  student  in 
Political  Economy.  Not,  however,  that  it  con- 
tains mnch  that  is  absolutely  novel,  because 
the  main  subject  of  its  inquiry,  and  the  principal 
doctrines  it  lays  down,  had  been  previously  in- 
vestigated, and  solemnly  sanctioned  by  the  Par- 
liamentary Committee  which  sat  and  reported 
upon  the  Irish  Exchanges  in  1804.  The  Bullion 
Report,  however,  has  acquired  far  greater  cele- 
brity than  the  Irish  Exchange  Report,  and  there 
can  be  no  doubt  it  is  a  more  able  and  compre- 
hensive document.  Moreover,  it  embraces  more 
points  of  discussion — some  of  them  of  the  fint 
importance — ^in  Political  Economy,  and  diame- 
trically opposed  to  the  doctrine  maintained  by 
the  supporters  of  the  Bank  Act  of  1844.  It  also 
contains,  in  one  portion,  errors  of  the  most  impor- 
tant nature,  which  we  shall  point  out,  and  an- 
other portion  contains  the  only  elaborate  attempt, 
that  we  are  aware  o^  to  explain  the  fedlacy  of  a 
very  subtle  theory  of  paper  currency,  put  forward 
by  Adam  Smith,  viz.,  that  if  bank  notes  be  issued 
only  o7i  the  discount  of  mercantile  bills  of  undoubted 
character^  and  founded  on  a  real  transacUon,  they 
cannot  be  excessive ;  which  was  strenuonsly  main- 
tained by  many  of  the  mercantile  and  banking 
witnesses  before  the  Committees  of  1804  and  1810. 
The  immense  importance  of  the  subjects  dis- 
cussed in  this  Report  will  demand  a  very  full 
examination  from  us,  and  we  shall  accordingly 
give,  first,  a  very  short  sketch  of  the  circum- 
stances which  gave  rise  to  the  appointment  of  the 
Committee;  secondly,  the  different  doctrines  main- 
tained by  the  witnesses ;  thirdly,  an  analysis  of 
the  Report  itself;  fourthly,  an  examination  of 
some  errors  in  it ;  fifthly,  an  examination  of  the 
above-mentioned  theory  of  paper  currency. 

2.  We  have  shewn  (Banktno  ni  ENOLAim, 
§  142-149),  that  in  the  year  1800,  from  vari- 
ous causes,  there  was  a  great  exportation  of 
bullion  from  this  country,  that  the  foreign 
exchanges  fell  very  rapidly  to  an  extent 
greatly  below  par,  and  the  market-price  of  gold, 
(t.c.,  the  paper  price),  rose  to  £4  6s.  It  was  at 
this  time  that  the  doctrine  was  first  discovered  in 
this  country,  (Dr.  Douglas  maintained  it  in 
America  sixty  years  before),  that  the  rise  of  the 
market-— or  paper— price  of  gold  above  the  mint 
price  was  the  proof  that  the  paper  currency  urns 
depreciated.  In  a  year  or  two,  however,  the 
market  price  fell,  and  the  subject  ceased  to  occupy 
public  attention  till  1804,  when  the  banks  in 
Ireland  having  made  the  most  extravagant  issues, 
the  market — or  paper — price  of  guineas  rose  10 
per  cent.,  and  the  foreign  exchanges  fell  to  an 
equal  amount,  which  caused  the  appointment  of 
the  Committee  on  Irish  Currency  and  Exchanges 
in  1804.  This  Committee  unreservedly  adopted 
and  sanctioned  the  doctrine  that  the  rise  of  the 
market  price  of  gold  above  the  mint  price  was 
the  proof  and  the  measure  of  the  depreciation  of 
the  paper  currency,  and  that  the  issues  of  bank 
notes  ought  to  be  regulated  by  the  foreign  ex- 
changes. In  consequence  of  the  strong  censure 
of  the  Bank  of  Ireland,  expressed  by  this  Com- 
mittee, it  reduced  its  issues,  and  the  exchange 


was  nearly  rectified.  This  Report  seems  to  have 
been  soon  forgotten,  and  for  several  years  the 
paper  price  of  gold  stood  about  £4  tiie  ounce, 
showing  that  there  was  no  very  sensible  depre- 
ciation. 

3.  About  1808,  however,  from  various  circum- 
stances, the  measures  of  Napoleon  to  shut  out  the 
British  from  the  commerce  of  the  Continent,  our 
own  measures  of  retaliation,  the  opening  of  the 
Sonth  American  markets,  and  various  other 
causes,  a  perfect  phrenzy  of  speculation  seized 
upon  the  nation.  It  was  one  of  those  great  spe- 
culative manias,  such  as  there  were  in  1694, 
1720,  1772, 1792, 1825,  and  1845.  Joint  Stock 
Companies  of  all  descriptions  for  canals,  bridges, 
insurances,  breweries,  and  multitudes  of  others, 
started  up  like  mushrooms.  At  the  same  time^ 
the  Bank  of  England  frmned  the  fiame  of  specu- 
lation to  an  ext^tfar  beyond  the  bounds  of  ordi- 
nary rashness.  It  is  stated  by  Sir  Francis 
Baring,  in  his  evidence  before  the  Bullion  Com- 
mittee, that  since  the  restriction,  he  knew  of  many 
instances  of  clerks  not  worth  £100,  who  had 
started  as  merchants,  and  had  been  allowed  to 
have  discount  accounts  by  the  Bank,  of  frt>m 
£5,000  to  £10,000,  which  demand,  he  said,  was 
caused  by  the  Bank,  and  not  by  the  regular 
demands  of  trade,  and  which  coula  not  exist  if 
the  restriction  were  removed.  The  paper  dis- 
counted by  the  bank,  which  had  been  £2,946,500 
in  1795,  rose  to  £15,475,700  in  1809. 

4.  Along  with  this  extravagant  speculation, 
partly  caused  by  it,  and  partly  fcinning  it,  a 
multitude  of  country  banks  started  up  in  all 
directions,  and  inundated  the  country  with  their 
notes,  exactly  as  had  happened  before  1793;  in 
1790  they  had  been  reduced  to  270,  in  1808  they 
had  Increased  to  600,  and  in  1810,  when  the 
Bullion  Committee  was  appointed,  they  amonnted 
to  731,  and  the  quantity  of  paper  they  had  pnt 
into  circulation,  was  supposed  to  amount  to 
£30,000,000.  At  the  same  time  the  Bank  of 
England  had  increased  its  issues  to  £21,000,000 — 
a  quantity  declared  by  some  of  the  most  eminent 
witnesses  far  to  exceed  the  legitimate  wants  of 
the  country. 

5.  Concurrently  with  these  extravagant  specu- 
lations and  issues  of  notes,  the  price  of  gold 
bullion  rose  rapidly,  and  the  foreign  exchanges 
fell  in  a  similar  proportion,  exactly  the  same 
symptoms  as  had  been  manifested  in  Ireland  in 
1804.  The  following  figures  taken  at  intervals 
are  sufficient  to  shew  the  rapid  rise  of  the  price 
of  bullion  and  the  fall  in  the  foreign  exchanges : — 

Piiee  of  Exohanse  wtth 

Standard  Gold.  Sllyer.  Hambnxigih.    F^i. 

1806.  Jan.  .  .  4    0    0  .  .  6  4  .  .  85.6    .  .  25.10 

„      OgL  .  .  4    0    0  .  .  5  6  .  .  82.10  .  .  25wl2 

1808.  Deo. .  .  no  price .  .  5  5  .  .  S1.3    .  .  22.4 

1809.  May .  .  4  11    0  .  .  5  5  .  .  29.6    .  .  20.1 

1810.  Jan. .  .  4  18    0  .  .  5  7  .  .  28.6    .  .  19.6 

Up  to  1809  there  had  been  a  considerable 
amount  of  gold  in  circulation,  but  in  this  year  it 
suddenly  disappeared,  and  no  one  could  tell  what 
had  become  of  it,  J.  B.  Say,  however,  helps  to 
clear  np  the  difficulty,  for  he  says  that  in  that 
year  upwards  of  £9,000,000  in  guuieas  were 
smu^led  into  the  Belgian  ports.  Mr.  Baring 
stated  in  the  House  that  guineas  then  brought  268. 
and  27s.,  and  all  commerce  was  being  rapidly 
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tiirown  into  confixsion  by  the  rapid  flnotaations 
of  the  exchange.  Under  these  circumstances 
Mr.  Homer,  on  the  Ist  of  February,  1810,  moved 
for  several  accounts  relating  to  currency  and  ex- 
changes, and  on  the  19th  the  Bullion  Committee 
was  appointed,  of  which  Mr.  Homer  was  chairman. 

6.  As  the  division  of  opinion  on  the  financial 
questions  at  issue  before  the  committee  seems  to  be 
as  permanent  and  deep  seated  as  the  divisions 
on  political  questions,  it  may  be  of  some  advan- 
tage to  state  shortly  and  precisely  the  points  upon 
which  the  respective  parties  were  at  issue.  The 
facts  upon  wluch  the  main  discussion  before  the 
Committee  turned,  t.e.,  whether  the  bank  note 
was  depreciated  or  not,  were  easily  ascertained 
and  agreed  npon^   They  were  as  follows : — 

1. — That  the  Mint  price  of  gold  bullion,  or  the 
legal  standard  of  the  coin,  was  £3  17s.  lO^d. 
per  oz. 

2. — ^That  the  market  price  of  gold  bullion  was 
then  £4  lOs.  per  oz. 

3. — That  the  foreign  exchanges  had  fallen  to  an 
enormous  amount;  that  with  Hamburgh  17  per 
cent.,  that  with  Paris  20  per  cent. 

4. — ^That  the  increase  of  bank  notes  had  been 
very  great  during  the  last  few  years,  and  was 
rapidly  augmenting. 

5. — That  specie  had  disappeared  from  circula- 
tion. 

7.  Upon  this  acknowledged  state  of  facts  the 
opposite  issues  maintained  by  the  two  parties  were 
as  follows : — 

The oneparty  maintained — 

L  (a)  That  the  bank  notes  were  depreciated. 

(b)  That  the  difference  between  the  market, 
or  paper,  price  of  gold  bullion,  and  its  mint  price, 
was  the  measure  of  the  depreciation. 

n.  (a.)  That  the  extreme  limit  to  which  the 
foreign  exchanges,  could  bv  the  nature  of  things 
fall,  in  any  case,  was  denned,  and  easily  ascer- 
tained, and  consisted  of  the  cost  of  transporting 
bullion  from  one  place  to  another. 

(b.)  That  in  tiie  then  state  of  the  exchanges 
there  was  a  very  large  excess  of  depression  over 
and  above  that  Umit,  which  was  not  attributable 
to  that  cause. 

(c.)  That  this  residual  depression  of  the 
foreign  exchanges,  and  the  rise  of  the  market 
price  of  gold  bullion  above  the  mint  price,  was 
caused  by  the  excessive  issues  of  bank  notes  in 
circulation. 

IIL  That  a  diminution  in  the  quantity  of 
bank  notes  would  increase  the  value  of  the 
domestic  currency — would  cause  the  foreign  ex- 
changes to  rise  to  par — and  the  market  price  of 
gold  to  fall  to  the  mint  price. 

lY.  That  the  Directors  of  the  Bank  of  Eng- 
land ought,  during  the  restriction  of  cash  pay- 
ments, to  follow  the  same  rules  as  they  were 
obliged  to  do  before,  i.e.,  to  regulate  them  by  the 
foreign  exchanges.  When  the  exchanges  were 
favorable,  and  bullion  flowing  in,  they  might 
enlarge  them,  when  the  exchanges  were  adverse 
they  must  contract  them. 

8.  In  opposition  to  these  principles  the  other 
party  maintained — 

L  (a.)  That  it  was  not  the  Bank  Notes  which 
were  aepreciated,  but  the  price  of  specie  that  had 
risen. 

(If.)  That  there  was  no  difference  between  the 
price  of  bullion,  whether  paid  in  notes  or  specie. 
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n.  That  the  depression  of  the  foreign  ex* 
changes  was  in  no  way  whatever  attributable  to 
the  depreciation  of  the  currency,  but  was  entirely 
caused  by  the  adverse  balance  of  payments  to  be 
made  by  Great  Britain,  the  remittances  to  the 
iu-my,  the  continental  measures  of  Napoleon,  and 
other  political  causes. 

ni.  That  no  diminution  or  increase  of  the 
issues  by  the  Bank  would  have  any  effect  what- 
ever upon  the  foreign  exchanges,  either  in  raising 
or  depressing  them,  or  on  the  mai'ket  price  of 
bullion. 

lY.  That  since  the  restriction,  there  was  no 
necessity  for  observing  the  same  rules  in  issuing 
their  notes  by  discounts,  as  before,  t.e.,  by  observ- 
ing the  course  of  the  foreign  exchanges,  but  that 
the  public  demand  was  the  solo  criterion.  That 
as  long  as  they  confined  their  issues  to  the  dis- 
count of  mercantile  bills  of  undoubted  solidity, 
and  founded  upon  real  transactions,  there  could  be 
no  over-issue. 

9.  As  to  the  fact  of  the  rise  of  the  market 
price  of  gold,  there  was  no  dispute.  Mr.  Goldsmid, 
the  eminent  bullion  broker,  said  that  standard  gold 
coin  was  then  £4  10s.  the  ounce,  and  foreign  gold 
was  still  higher,  from  its  being  more  exportable. 
It  was  admitted,  by  all  the  witnesses,  that  the 
difference  between  the  market  and  the  mint  price 
was  about  15  or  16  per  cent.  The  fall  of  the  ex- 
change with  Hamburgh  had  been  16  or  17  per 
cent.,  that  with  Paris  was  rather  less.  The  real 
question  in  dispute  between  the  parties  was, 
whether  this  was  to  be  considered  as  a  fall  in  the 
value  of  the  paper,  or  a  rise  in  the  value  of  gold. 
Grold  had  entirely  disappeared  from  circulation 
within  the  last  six  months,  and  all  purchases 
were  made  in  bank  paper.  Mr.  Merle,  a  banker 
and  gold  refiner,  was  asked, — 

"  When  you  buy  gold  you  pay  for  it  in  bank 
paper? — Yes. 

'*  The  payment  being  made  in  bank  paper,  the 
price  is  £4  10s.  an  ounce  P^What  I  sold  for  the 
home  trade  I  had  only  £4  88.  for. 

^'  If  you  were  to  pay  in  guineas,  should  you  get 
the  gold  at  a  cheaper  rate  P — 1  could  not  pay  in 
guineas ;  I  cannot  get  them. 

'^  Supposing  you  had  guineas  to  give,  could  not 
you  buy  that  gold  at  a  cheaper  rate  than  £4  10s. 
an  ounce  P — No ;  I  should  not  offer  a  less  price, 
certainly ;  if  I  was  to  buy  any  quantity  of  gold, 
and  pay  for  it  in  guineas,  I  should  offer  the  same 
price  as  in  bank  paper. 

"When  you  speiUi  of  the  mint  price  being 
£3  17s.  lO^d.  an  ounce,  do  you  calculate  that  in 
gold  coin  or  in  bank  paper  ? — ^We  make  no  dif- 
ference, and  I  do  not  believe  that  there  has  been 
any  difference  in  paying  in  specie  or  bank  paper. 

"  Is  not  the  reason  why  an  ounce  of  gold  is 
worth  £3  17s.  lO^d.,  that  as  many  guineas  as 
weigh  an  ounce  amount  to  that  sum  ? — Yes ;  if  a 
gentleman  came  and  brought  me  gold,  I  should 
pay  him  exactly  the  same,  whether  I  paid  him  in 
gold  coin  or  bank  notes. 

**  The  mint  price  of  gold  is  the  price  calculated 
in  gold  coin? — ^Yes. 

"And  the  market  price  of  gold  at  present  is 
calculated  by  paper  ?— Yes,  it  is  all  paid  in  paper, 
but  if  they  were  to  pay  guineas,  foreign  gold 
would  still  bear  the  same  price  as  it  does  now  if 
the  exchange  continued  the  same. 

"  If  I  go  to  a  silversmith's  shop,  and  sec  a  gold 
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cap  in  weight  and  fineness  exactly  100gnmead,and 
the  silversmith  asks  me  £10  besides  for  the  work- 
manship, if  I  offer  him  £115  for  that  cnp,  would 
not  his  answer  be  the  gold  itself  is  worth  that ; 
would  he  take  £115  in  bank  notes? — Certainly; 
for  the  gold  that  I  sell,  I  receive  bank  notes  in 
payment. 

"  How  much  would  it  cost  yon  in  bank  notes  to 
buy  that  quantity  of  gold  which  in  weight  and 
fineness  would  be  equal  to  100  guineas  ? — £105. 

"Do  not  you  sell  English  gold  at  £4  8s.?— 
Yes. 

"  If  I  go  to  a  silversmith's  shop,  and  see  a  gold 
cup  in  weight  and  fineness  exactly  100  guineas, 
and  the  silversmith  asks  £10  besides  for  the  work- 
manship, what  would  the  worth  of  that  cup  be 
now? — A  cup  of  equal  fineness  and  weight  to  100 
guineas,  taking  the  cup  at  £3  17s.  lO^d.  an  ounce, 
would  be  worth  £105. 

"  What  is  it  worth  at  the  present  price  ? — ^Ac- 
cording to  the  present  price  of  gold,  it  would  be 
worth  £118  2s. 

"Would  not  the  silversmith  require  £118  2s.  for 
the  weight  of  the  gold,  and  £10  besides  for  the 
workmanship  ? — I  suppose  he  would,  because  gold 
is  so  much  above  the  standard  price. 

"  Supposing  no  legal  restrictions  to  exist,  and 
no  scruples  to  exist  in  your  mind  to  the  making  a 
difference  between  paper  and  guineas,  and  that 
you  were  left  simply  to  the  calculation  of  your 
own  interest,  could  you  not  in  that  case  make  a 
considerable  difference  in  the  sale  of  any  article  for 
£100  in  paper,  or  £100  paid  in  specie  ? — Yes;  if 
J  was  allowed  to  melt  guineas^  it  would  make  nearly 
\0s,  an  ounce  difference  to  me. 

"  What  difference  would  you  make  upon  the 
value  of  £100? — About  half -a-crown  upon  each 
guinea;  I  could  afford  to  sell  the  gold  for  Ss.  less 
than  I  am  obliged  to  do  now,  if  I  was  allowed  to 
melt  guineas  " 

10.  The  same  witness  was  asked,  "  When  all 
guineas  were  weighed,  and  the  price  of  gold  was 
about  the  standard  price,  £3  17s.  10^.,  were 
guineas  frequently  refused  if  they  were  a  fraction 
of  a  grain  below  that? — Yes;  when  cash  ujos  in 
circulation,  they  were  always  refused  if  they  were 
under  5  dwts,  8  erains,  however  trifling  only,  just  a 
move  of  the  scale  on  the  weight  side. 

"  No  gold  has  been  seen  in  circulation  lately  ? 
-No. 

"  How  long  has  that  been  the  case  ? — ^It  has 
been  growing  worse  every  day ;  but  I  suppose 
for  the  last  six  months. 

"  In  the  six  months  preceding  it,  what  was  the 
average  weight  of  the  good  guineas  in  circulation  ? 
— They  must  have  been  5  dwts.  8  grains  and  up- 
wards. 

"  How  much  under  the  weight  at  which  they 
eame  from  the  mint  ? — About  a  grain  and  a  half, 
as  near  .as  can  be,  lighter  than  that  at  which  the 
mint  would  issue  them ;  the  good  guineas  should 
be  5  dwts.  8  gi*ains  and  upwards ;  if  they  weigh 
5  dwts.  8  grains,  we  never  weigh  them  more,  be- 
cause they  pass  current. 

"  If  you  could  now  purchase  light  guineas  at  the 
standard  price,  what  would  you  do  with  them, 
would  you  melt  them  down? — Yes,  certainly,  if 
they  were  light. 

"  You  do  not  take  them  to  the  bank  or  the  mmt 
to  be  melted  ? — ^No. 
«  Can  you  state  the  proportion  of  gold  which  is 


in  circulation  in  ordinary  dealings  at  this  time  to 
the  proportion  of  bank  notes? — ^No,  I  cannot ;  we 
see  no  gold  now ;  my  clerks,  who  are  out  collect- 
ing  every  day,  do  not  perhaps  bring  me  a  seven 
shilling  piece." 

1 1 .  iAr,  Groldsmid  was  asked,  "  If  a  person  in 
possession  of  100  guineas,  of  full  weight,  were  to 
melt  them  into  bars,  and  sell  them  in  the  market, 
what  sum  in  Bank  of  England  paper  would  he  be 
able  to  obtain  for  them  ? — ^He  would  have  acted 
illegally  in  melting  the  guineas,  and  his  bar  would 
be  unsaleable. 

"  How  could  the  buyer  know  that  that  bar  was 
melted  from  English  guineas  ? — ^No  bar  is  sold  for 
exportation,  unless  the  proprietor  swears  before 
the  Court  of  Aldermen,  as  I  have  already  said, 
that  it  is  melted  from  foreign  coin,  or  from  foreign 
gold  in  bars. 

"  Supposing  the  persons  concerned  were  never- 
theless to  take  that  oath,  what  profit  would  they 
obtain  upon  that  transaction? — They  would,  in 
the  first  instance,  obtain  the  profit  which  arises 
from  the  difference  between  the  market  and  the 
mint  prices  of  gold ;  and,  in  the  next  place,  if  they 
were  to  export  it,  they  would  derive  the  profit  of 
the  export  merchant. 

"  Upon  the  sum  of  100  guineas  full  weight,  how 
much  would  the  first  of  those  profits  amount  to 
in  pounds,  shillings,  and  pence  ? — £15  Us.  6d. 

-*  Then,  for  100  guineas  melted  into  a  bar,  he 
would  have  obtained  £121  lis.  6d.  in  Bank  of 
England  paper  ? — Yes. 

"  If  he  could  for  £105  have  obtained  £121  lis. 
6d.,  and  contrive  to  procure  100  more  guineas, 
would  he  not  have  made  a  profit  of  £15  lis.  6d. 
and  be  in  a  condition  to  repeat  that  operation? 
— Certainly. 

"Does  not  the  same  temptation  to  melt  our 
lighter  coin  exist  in  proportion  to  its  approach 
to  fiiU  weight?— Certainly  it  does. 

"  Is  there  not  a  positive  temptation  to  melt  all 
our  English  gold  coin,  that  is  not  degraded,  for 
16  per  cent. — ^Yes. 

"  Do  you  think  that  in  the  market  that  person 
could  get  the  £121  lis.  6d.  paid  to  him  for  his 
bar  in  specie? — ^The  practice  of  the  Bank  has 
always  been  to  pay  and  receive  money  in  bank 
notes." 

12.  Mr.  Greffulhe,  a  general  merchant  trading 
to  the  continent,  was  asked,  "  To  what  do  yon 
ascribe  the  fall  of  exchange  between  London  and 
Hamburgh,  near  18  percent.? — Altogether  to  the 
commerciaJ  situation  of  this  country  with  the 
continent,  to  the  circumstance  of  the  imports  and 
payment  of  subsidies,  and  having  very  much  ex- 
ceeded the  exports. 

"  Do  you  speak  of  the  last  two  yeai*s  ? — Particu- 
larly of  the  last  year ;  it  is  only  within  the  last 
year  that  the  exchange  has  fallen  so  much. 

"  Do  you  judge  of  the  balance  of  trade  having 
been  against  this  country  in  the  last  year  from 
the  state  of  the  exchange,  or,  from  your  own 
knowledge  of  the  excess  of  the  imports  above  the 
exports  ? — I  certainly  judge  of  it  in  a  great  mea- 
sure by  the  state  of  the  exchange,  which,  according 
to  my  apprehension  of  the  subject,  can  only  he  in/lu- 
enced  by  the  balance  o^  trade.    *    ♦    • 

"  Does  your  experience,  as  a  merchant  dealing 
in  foreign  exchanges,  enable  you  to  give  an  opinloa 
whether  the  excess  of  paper  currency  in  any 
country  would  have  any  effect  in  lowering  the  ex- 
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change  of  that  conntry  with  others  P — ^A  forced 
paper  currency  certainly  would. 

*'The  question  goes  to  an  excess  of  paper  cur- 
rency whether  forced  or  not  P — I  cannot  well  con- 
ceiye  a  paper  currency  being  permanently  exces- 
siye  unless  it  is  forced. 

*^But  in  the  case  of  a  paper  currency  being 
forced,  is  it  not  the  circumstance  of  its  thereby 
becoming  excessive,  and  not  the  circumstance 
merely  of  its  being  forced,  that  has  a  tendency  to 
lower  the  foreign  exchanges  P — I  conceive  it,  in 
the  first  place,  to  arise  from  that  paper  being  ex- 
cessive; and.  In  the  next  place,  to  that  paper 
representing  no  real  value.     ♦      ♦      »      ♦ 

^  Do  yon  conceive  that  an  excess  of  imports 
above  exports  can  account  for  the  rates  of  ex- 
change being  so  high  as  16  per  cent,  against  this 
country  for  a  permanent  period  of  time  P — I  cer- 
tainly think  so ;  I  conceive  the  canse  of  the  pre- 
sent state  of  exchange  to  be  entirely  commercial, 
with  the  exception,  I  should  add,  of  the  pay- 
ments which  Government  have  had  occasion  to 
make  upon  the  continent,  in  the  shape  of  subsi- 
dies, the  payment  of  troops,  &c.    *    '^    * 

**  Supposing  the  metallic  currency  of  any  coun- 
try should,  m>m  any  cause,  become  excessive, 
and  the  means  of  exporting  bullion  or  specie 
from  that  country  should  at  the  same  time  be 
effectually  obstructed,  do  you  conceive  that  such 
a  state  of  things  would  tend  to  create  a  course  of 
exchange  unfavorable  to  the  country  so  circum- 
stanced P — That  surplus  of  currency  would,  in 
my  opinion,  certainly  tend  to  enhance  the  price 
of  all  commodities,  and  to  depreciate  the  ex- 
change. But  I  do  not  conceive  this  to  be  appli- 
cable to  the  Bank  paper  currency  of  this  kingdom, 
which,  from  its  nature,  and  from  the  manner  in 
which  it  ought  to  be,  and  I  believe  is  issued,  can 
scarcely,  in  my  opinion,  be  carried  to  an  excess ; 
it  is  only  called  forth  by  the  real  wants  of  trade 
and  circulation,  and  is  always  represented  b^ra 
raluable  consideration.  /  conceive,  that  (u  long 
as  biUs  of  undoubted  solidity  are  sent  into  the  Bank 
for  discount,  the  Bank  arefidLy  justified  in  issuing 
their  notes  against  these  btUs,  without  any  fear  of 
the  amount  of  their  currency  becoming  excessive. 
The  increase  in  the  amount  of  bank  notes  in  cir- 
culation within  these  few  years,  is,  in  my  opinion, 
accounted  for,  in  the  first  place,  by  the  increased 
commerce  of  the  country,  and  in  the  next  place 
by  the  increase  of  the  public  debt  and  the  conse- 
quent taxation,  which  has  the  effect  of  enhancing 
the  prices  of  all  commodities ;  and  the  amount  of 
currency  required  for  the  purpose  of  facilitating 
the  exchange  of  those  commodities,  or  in  other 
words,  for  trade  and  circulation,  must  naturally 
increase  in  the  same  proportion. 

^When  you  say  'Enhance  the  price  of  all 
commodities,*  do  you  include  foreign  bills  of  ex- 
change among  those  commodities?  —  Certainly 
not ;  I  am  now  alluding  to  the  internal  concerns 
of  the  kingdom,  which  I  conceive  to  be  altogether 
distinct  from  its  foreign  trade. 

**  Do  you,  then,  conceive,  that  to  whatever  ex- 
tent the  Bank  affords  facility  of  discount,  either 
to  the  Grovemment  or  to  individuals,  provided  the 
security  be  good,  and  payable  at  fixed  dates,  that 
no  excess  of  circulation  in  bank  paper  can  possibly 
take  place  P — ^I  conceive  that  the  wants  of  the  cir- 
culation are,  of  course,  confined  to  a  certain  sum ; 
whatever  proportion  of  that  sum  is  invested  by 


the  Bank  in  Grovemment  securities  will  diminish 
in  the  same  proportion  the  calls  of  the  public 
upon  the  Bank  for  discounts;  the  amount  of 
notes,  therefore,  in  circulation  wUl  remain  the 
same.  The  point  where,  in  my  opinion,  the 
Bank  ought  to  stop  in  such  purchases  of  govern- 
ment securities,  is  when  good,  responsible  bills 
are  no  longer  sent  into  the  Bank  by  the  public 
for  discount ;  that  I  conceive  to  be  a  certain  sign 
of  the  wants  of  circulation  being  fully  supplied, 
and  any  subsequent  issue  becomes,  in  my  opinion, 
an  excess  of  paper  currency. 

^'  Suppose  an  advance  to  be  made  on  goods  that 
may  be  pledged  with  the  Bank  instead  of  bills, 
would  thitt,  in  your  opinion,  create  an  excess  of 
circulation  P — ^I  conceive  it  to  be  highly  proper  that 
the  securities  discounted  by  the  Bank  should  be 
payable  at  short  and  fixed  periods. 

"  Do  you  conceive  that  all  that  would  be  requi- 
site to  prevent  a  depreciation  of  paper  currency 
in  any  country  would  be,  that  such  paper  should 
in  no  instance  be  issued  but  as  a  representative 
of  a  good  security,  payable  at  a  fixed  period  P — ^I 
answer  that  in  the  affirmative,  certainly. 

*'''  Do  you  conceive  that  there  exists  the  same 
security  for  the  public  against  the  inconvenience 
of  an  excess  of  circulation  when  the  payments  in 
cash  at  the  Bank  are  suspended,  as  when  the 
Bank  was  at  liberty,  and  under  obligation  to 
make  its  payments  in  cashP — I  conceive  so,  if 
the  Bank  strictly  adhere  to  the  system  of  dis- 
counting no  bills  but  of  undoubted  solidity,  and 
government  securities,  the  latter  with  due  mode- 
ration and  the  caution  pointed  out  before. 

"  Are  you  aware  of  the  practice  that  prevails 
among  country  bankers,  with  respect  to  discounts 
and  advances  in  their  paper  P — I  partly  am. 

"What  is  that  practice P — ^The  country  banks 
are  in  the  practice,  I  believe,  of  issuing  notes 
upon  the  security  of  goods,  houses,  and  lands,  in 
addition  to  the  ordinary  discount  of  bills  of  ex- 
change. 

"Of  course  the  security  upon  which  those 
advances  were  made  is  not  convertible  at  any 
fixed  period  P — I  believe  not. 

"Do  you  conceive  that  from  this  practice  of 
the  country  banks  an  excessive  circulation  may 
arise  P — I  am  inclined  to  think  that  the  system  of 
country  banking  has  been  carried  too  far  in  this 
respect. 

"Ai'e  you  of  opinion  that  if  the  country 
bankers  confine  their  advances  within  the  same 
limits  as  to  the  description  of  security  which 
prevails  in  the  Bank  of  England,  that  the  accom- 
modation afforded  by  them  to  the  public  could 
not  lead  to  any  excess  in  the  circulation? — ^I 
believe  not.  I  think  the  same  principle  will 
apply  to  the  country  banks,  that  I  applied  to  the 
Bank  of  England. 

"Then  assuming  there  to  be  some  excess  in  the 
circulation,  the  cause  to  which  you  would  ascribe 
it,  is  this  practice  of  the  country  banks  P— I  am 
inclined  to  think  so. 

"Is  it  your  opinion  that  there  is  now,  or  has 
heea  at  any  time,  such  excess  in  the  circulation  P 
— 1  believe  at  some  periods,  certainly,  too  much 
facility  has  been  shewn  by  the  country  banks  in 
the  issuing  their  paper." 

1 3.  Mr.  Whitmore,  the  Governor  of  the  Bank, 
and  Mr.  Pearse,  the  Deputy-Governor,  being 
examined,  said  that,  though  they  adverted  to 
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other  circumstances  in  granting  discounts,  they 
never  took  any  notice  of  the  exchanges,  as  they 
did  not  believe  that  the  nnmber  of  their  notes 
had  any  connexion  with  them.  Mr.  Pearse  said, 
"In  considering  this  subject  with  reference  to 
the  manner  in  which  bank  notes  are  issued,  re- 
sulting from  the  applications  made  for  discounts 
to  supply  the  necessary  want  of  bank  notes,  by 
which  their  issue  in  amount  is  so  controlled  that 
it  can  never  amount  to  an  excess,  I  cannot  see 
how  the  amount  of  bank  notes  issued  can  operate 
upon  the  price  of  bullion,  or  the  state  of  the 
exchanges,  and,  therefore,  I  am  individually  of 
opinion  that  the  price  of  bullion  or  the  state  of 
the  exchanges  can  never  be  a  reason  for  lessening 
the  amount  of  bank-notes  to  be  issued,  always 
understanding  the  control  which  I  have  already 
described. 

Mr.  Whitmore.  "I  am  so  much  of  the  same 
opinion,  that  I  never  think  it  necessary  to  advert 
to  the  price  of  gold,  or  the  state  of  the  exchange 
on  the  days  on  which  we  make  our  advances." 

14.  Being  asked  what  were  the  rules  observed 
by  the  Bank  in  regulating  their  issues,  so  that  they 
should  not  be  excessive,  he  said :  *'I  have  already 
stated  that  we  never  forced  a  bank-note  into  cir- 
culation, and  the  criterion  by  which  I  judge  of 
the  exact  proportion  to  be  maintained,  is,  by 
avoiding,  as  much  as  possible,  to  discount  what 
does  not  appear  to  be  legitimate  mercantile  paper. 
The  bank-potes  would  revert  to  us  if  there  was  a 
redundancy  in  circulation,  as  no  one  would  pay 
interest  for  a  bank-note  that  he  did  not  want  to 
make  use  of." 

Mr,  Pearse.  "  I  agree  in  that  opinion,  and  beg 
to  make  these  additional  observations:  that  in 
discounting  bills  that  are  sent  to  us  for  that  pur- 
pose, for  which  a  discount  is  taken  at  the  rate  of 
6  per  cent,  per  annum ;  if  there  was  with  the 
public  an  excess  of  bank-notes,  those  bills  would 
be  sought  for  discount  by  the  public  at  a  reduced 
rate,  and  would  not  make  their  appeai'ance  at  the 
Bank.  We  have  daily  evidence  in  our  discount- 
ing of  the  indications  of  the  abundance  or  scarcity 
in  the  quantity  of  bank-notes,  by  the  applications 
for  discounts,  for  the  reasons  already  assigned, 
which  is  particularly  proved  by  our  experience 
on  the  Tuesdays  and  Wednesdays  in  every  week, 
in  consequence  of  our  discounting  London  p_aper 
on  the  Thursdays  only,  producing,  by  that  opera- 
tion, invariably,  a  certain  degree  of  scarcity  the 
two  preceding  days,  and  a  plenty  the  day  fol- 
lowing, 

"  Do  you  measure  the  scarcity  by  the  applica- 
tion for  the  discount  of  good  paper  ? — Certainly ; 
and  our  discretion  by  the  quality. 

*'  Then  your  measure  of  scarcity  or  abundance 
is  by  the  greater  or  less  application  that  is  made 
to  you  for  the  discount  of  good  paper  ? — Cer- 
tainly. 

"Does  not  the  circumstance  of  individuals 
applying  for  advances,  or  not  so  applying,  at  6 
per  cent.,  indicate  rather  a  deficiency,  or  a  redun- 
dancy of  the  mercantile  capital,  than  a  super- 
fluity, or  want  of  circulating  medium  ? 

Mr.  Pearse.  "  I  am  not  of  opinion  that  the  ap- 
plication for  bank-notes  is  for  any  other  purposes 
than  as  a  circulating  medium  in  the  intercluuige 
of  property.* 

"Is  it  your  opinion  that  the  same  security 
would  exist  against  any  excess  in  the  issues  of 


the  Bank,  if  the  rate  of  the  discount  were  reduced 
from  5  to  4  per  cent? 

Mr.  Whitmore.  "  The  security  against  an  excess 
of  issue  would  be,  I  conceive,  precisely  the  same. 

Mr.  Pearse,  "  I  concur  in  that  answer. 

"  If  it  were  reduced  to  3  per  cent  ? 

Mr.  Whitmore.  "  I  conceive  there  would  be  no 

difference  if  our  practice  remained  the  same  as 

now,  of  not  forcing  a  note  into  circulation. 

Mr,  Pearse,  "  1  concur  in  that  answer." 
*  *  *  *  *  * 

"  Suppose  a  case  in  which  no  demands  were 
made  upon  the  Bank  by  (rovemment,  but  an 
unusual  demand  was  made  by  merchants  for 
increased  facilities  of  discount,  would  the  Bank, 
in  such  a  case,  consider  itself  as  bound,  in  order 
to  support  public  credit,  to  grant  that  increase  of 
discounts,  silthough  there  was  a  run  upon  it  for 
gold,  occasioned  by  the  high  price  of  bullion,  and 
the  unfavorable  state  of  the  exchange  ? — ^I  now 
consider  my  answer  as  my  own  opinion,  not 
having  the  opportunity  of  consulting  the  Bank  on 
the  question ;  in  my  opinion,  the  Bank  would  not 
increase  their  discounts,  nor,  on  the  other  hand, 
would  it,  I  think,  after  the  experience  of  the 
years  1796  and  1797,  do  well  materiidlyto  di- 
minish them. 

"  Do  you  mean  that  they  would  lean  rather 
to  the  side  of  diminution  ? — They  would  rather 
lean  to  that  side  than  to  the  other. 

"  What  do  you  consider  as  the  result  of  the  ex- 
perience which  the  Bank  gained  in  1796  and 
1797,  alluded  to  in  your  preceding  answer  ? — The 
experience  the  Bank  gained  in  those  years  tea*, 
that  if  they  had  persisted  in  diminishing  their  dis" 
counts  to  a  greater  degree  than  they  did,  they  would 
have  brought  on  ruin  to  the  mercantile  part  of  the 
community. 

"  Did  not  the  diminution  of  discounts  at  those 
periods  create  great  public  distress  ? — ^Lisomuch 
so  as  I  have  already  stated ;  many  of  the  Bank 
Directors  repented  of  the  measure. 

"  Was  not  the  drain  upon  the  bank  which  took 
place  at  that  time,  occasioned  chiefly  by  a  de- 
mand for  an  increased  quantity  of  gold  in  the 
country,  in  consequence  of  the  failure  of  country 
banks,  and  a  disposition  to  hoard  guineas  through 
the  fear  of  invasion? — To  the  best  of  my  recol- 
lection there  was  at  that  period  failure  of  some 
of  the  country  banks,  and  that  a  consequent 

demand  was  made  upon  the  bank  for  guineas.** 
*        *        *        *        >i>        >i>        i» 

"Whether  or  not  thei'e  was  in  the  end  of  the 
year  1796,  and  the  beginning  of  the  year  1797^ 
a  considerable  dlmmntion  of  the  outstanding 
notes  of  the  Bank  of  England  ? — ^There  was. 

"  Wa3  not  much  of  the  public  and  commercial 
distress  which  arose  at  that  period  attribatable 
to  that  diminution  ? 

Mr  Whitmore.  "  I  have  no  doubt  about  it. 

Mr.  Pearse.  "  Undoubtedly. 

"  Whether  in  your  opinion  it  was  not  a  mnch 
wiser  measure,  relative  to  the  mercantile  interests 
of  the  country,  that  the  restriction  of  cash  pay- 
ments should  have  taken  place  in  1797,  thsn  that 
the  bank  should  have  persevered  in  diminifthing 
the  issue  of  bank  notes  in  discount  ? 

Mr.  Whitmore.  "Certainly."        •         •        • 

"  You  have  stated  that  in  the  case  of  a  drain 
of  cash  arising  from  a  foreign  demand  for  gold, 
accompanied  with  an  unfavorable  exchange,  at 
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the  time  when  the  bank  should  be  payiog  in 
cash,  you  should  advise  some  limitation  of  bank 
paper ;  do  you  think  that  in  the  event  of  an  equal 
demand  for  gold  from  abroad,  accompanied  with 
an  equally  unfavorable  exchange,  it  would  be 
expedient  in  like  manner  to  limit  the  bank  paper, 
although  there  should  result  firom  this  state  of 
the  exchange  no  drain  upon  the  bank  for  guineas, 
in  consequence  of  the  existence  of  the  law  author- 
izing a  suspension  of  the  bank  payments  ? 

Mr.  Whiimore,  *'  In  my  opinion,  the  bank  would 
act  precisely  the  same  in  both  cases ;  with  a  de- 
sire to  keep  the  gold  in  the  country,  they  would 
refuse  discounts  to  such  parties,  as  in  their  opinion 
would  export  the  bullion  equally,  whether  the 
restriction  was  upon  them  or  not  ? 

Mr,  Pearse.  "•  Being  of  opinion  that  the  amount 
of  bank  notes  in  circulation,  controlled  as  it  is 
by  the  occasions  of  the  public  for  internal  pur- 
poses, cannot  influence  the  rate  of  the  Hamburgh 
exchange,  and  the  consequent  export  of  bullion, 
(which  opinion  is  borne  out  by  a  statement  I  have 
already  given  in,^  I  should  not  recommend  a 
diminution  of  such  amount. 

*'  Do  you  mean  to  say,  that  supposing  the  re- 
striction bill  to  exist,  you  should  advise  some 
diminution  of  bank  paper,  in  the  event  of  the 
.long  continuance  of  a  very  unfavorable  exchange 
with  idl  foreign  countries  ? — Certainly  not ;  be- 
cause I  have  stated  in  a  formei'  answer,  that  from 
the  manner  in  which  the  issue  of  bank  notes  is 
controlled,  the  public  will  never  call  for  more 
than  is  absolutely  necessary  for  their  wants. 

^*Did  you  not  mean  in  your  former  answer, 
that  supposing  the  Bank  to  pay  in  cash,  and  a 
great  drain  for  cash  to  arise  at  a  time  of  a  very 
unfavorable  exchange,  you  should  incline  to  ad- 
vise some  diminution  of  bank  paper,  and  con- 
sequently some  restriction  of  the  supply  of 
discounts  below  the  demand  that  should  be  made 
for  them  ? — I  must  recommend  it  from  necessity, 
although  in  my  opinion  it  would  not  improve  the 
excha^ ;  I  think  it  one  of  the  advantages  of 
the  restriction  bill,  that  we  are  not  driven  to  that 
necessity. 

<^  Are  you  not,  therefore,  of  opinion,  that  the 
measure  of  restriction  of  the  cash  payments  of 
the  bank  is  proper,  not  merely  as  a  temporary 
measure  to  obviate  temporary  difficulties,  but  as 
a  measure  of  permanent  policy  P — Although  under 
existing  circumstances  the  restriction  bill  is  found 
necessary,  and  experience  has  proved,  as  well  as 
I  can  judge,  that  no  injury  results,  or  is  likely  to 
result  from  it,  yet  in  a  different  situation  of 
affairs,  the  necessity  for  its  operation  might  no 
longer  exist. 

^'  What  inconveniences  would  you  dee  in  your 
view  of  the  operation  of  the  restrictive  system,  to 
its  being  a  permanent  measure,  supposing  the 
bank  to  regulate  its  issues  in  the  manner  you 
have  described  ? — From  our  experience,  and  in 
ray  view  of  it,  I  can  see  no  positive  inconvenience 
likely  to  result  from  its  being  a  permanent  mea- 
sure, nor  do  I  see  any  advantage  that  will  arise 
from  its  being  continued,  when  our  political  and 
commercial  relations  will  admit  of  its  removal ; 
and  I  am  further  of  opinion,  that  in  addition  to 
the  satisfaction,  which  as  a  bank  director  I  should 
derive  from  the  removal  of  the  restriction,  (when 
the  necessity  for  it  ceases)  the  feelings  of  the 


public  would  not  be  satisfied,  unless  it  had  in 
expectation  such  a  change. 

^^  Is  the  restriction  of  the  Bank  a  cause  of  the 
unsteadiness  in  the  course  of  exchange? — ^Un- 
doubtedly not. 

Mr.  WhUmore,  "  I  concur  in  that  answer. 

"If  a  large  quantity  of  metallic  circulating 
medium  existed  in  a  country  capable  of  exporta- 
tion, either  in  the  shape  of  coin  or  of  bullion,  must 
not  that  prevent  the  com*se  of  exchange  from  being 
much  more  unfavorable  to  the  country  possessing 
it,  than  would  cover  the  expenses  of  exporta- 
tion ? — Mr.  Pearse.  Undoubtedly,  but  the  quan- 
tity of  bullion  in  the  country  for  such  objects  can 
only  depend  upon  commercial  and  political 
transactions,  totally  uncoimected,  as  far  as  I  can 
judge,  with  any  effect  of  the  issue  of  bank- 
notes. 

"  Can  any  paper  currency  have  the  same  effect  P 
— 1  think  not. 

'^  Since  the  suspension  of  the  Bank  payments 
in  cash  down  to  the  present  time,  has  there  been 
any  material  extension  of  its  commercial  dis- 
counts P — Mr,  Whiimore.  I  find  the  commercial 
discounts  have  varied  nearly  in  the  same  propor- 
tion to  the  Bank  advances  upon  other  securities ; 
the  amount  of  the  bank-notes  before  Parliament 
is  a  certain  criterion  of  the  aggregate  of  their  ad- 
vances on  different  securities  to  Government; 
and  on  idl  securities  the  discounts  have  certainly 
increased  since  1797,  owing,  as  I  conceive,  to  the 
increased  trade  of  the  country. 

"  Have  they  increased  in  a  very  large  propor- 
tion P — Within  the  three  last  years,  they  have 
increased  considerably.** 

"  If  it  were  not  for  this  feeliug  or  expectation 
on  thepart  oftiie  public,  should  you  be  of  opinion 
that  it  would  be  expedient  to  continue  the  re- 
striction as  a  permanent  measure,  inasmuch  as  it 
would  not  only  relieve  the  Bank  for  the  expense 
of  purchasing  and  keeping  a  large  supply  of  bullion, 
but  also  effectually  protect  both  them  and  the  pub- 
lic from  a  repetition  of  those  inconveniences  which 
first  led  to  the  restriction,  and  that  these  advan- 
tages would  be  produced  without  creating  any 
other  inconvenieuce  by  which  they  might  be 
counterbalanced  P — Mr.  Pearse.  I  have  already 
stated,  in  answer  to  a  former  question,  that  I  am 
not  aware  of  any  positive  inconvenience  resulting 
from  the  present  operation  of  the  restriction  bill, 
or  likely  to  result  from  its  being  rendered  per- 
manent, except  as  far  as  regards  an  expectation 
on  the  part  of  the  public,  that  it  will  be  removed. 

"  Has  the  present  unfavorable  state  of  exchange 
any  influence  upon  the  amount  of  your  issues  P — 

Mr.  WkUmore.  **  It  has  no  influence  upon  the 
amount  of  our  issues,  having  acted  precisely  in 
the  same  way  as  we  did  before. 

**  Does  there,  in  your  opinion,  exist  any  excess 
in  the  circulation  of  the  kingdom,  aiising  from 
the  amount  of  issues  of  the  country  bauks  P — Mr. 
Pearse,  I  have  no  practical  knowledge  of  the 
amount  of  country  bank  paper,  nor  any  means  of 
judging  of  what  may  be  necessary  as  a  circulating 
medium.  There  seems  to  be  a  great  increase 
within  a  short  time,  especially  within  the  last 
two  or  three  years — greater  than  I  can  imagine 
any  alteration  of  circumstances  within  that  time 
can  legitimately  call  for. 

"Does  not  all  country  paper,  so  long  as  it  con- 
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tmnes  out,  circulate  at  par;  or,  in  other  words, is 
it  not  interchangeable  with  paper  of  the  Bank  of 
England? — It  mnst  circnlate  at  par,  or  it  would 
return  upon  the  parties  that  issue  it. 

"Before  the  restriction,  were  not  country 
bankers  liable  to  an  extraordinary  demand  for 
gold,  whenever  there  was  any  continued  run 
upon  the  Bank  of  England  ? — ^Certainly. 

Mr,  Whitmore,  "  I  agi*ee  perfectly  with  what 
Mr.  Pearse  says. 

"  Has  the  holder  of  the  paper  of  any  country 
bank  any  interest  to  convert  it  into  Bank-notes, 
if  he  feels  no  alarm  as  to  the  credit  and  solidity 
of  the  country  bank? — Mr,  Pearse,  I  should 
think  not. 

"  Before  the  restriction,  was  there  not  such  an 
interest  to  exchange  country  bank  paper  for  gold 
whenever  the  market  price  was  materially  above 
the  mint  price  for  gold ;  and  did  cot  such  an  ex- 
change, whenever  it  took  place,  lead  to  a  diminu- 
tion of  the  circulation? — Although  the  exchange 
was  often  unfavourable  to  this  country  previous 
to  the  restriction,  it  was  never  in  my  experience 
sufficiently  so  to  produce  such  an  effect ;  but  as 
it  is  now  so  materially  unfavorable,  no  doubt 
every  exertion  would  be  used  to  get  possession  of 
gold."  •  •  •  ♦ 

**  So  long  as  the  market  price  of  gold  continues 
to  be  above  £4  per  ounce,  and  the  course  of  ex- 
change with  foreign  countries  in  a  corresponding 
degree  unfavorable  to  England,  will  not  the  stock 
of  gold  in  the  Bank  be  continually  decreasing  by 
the  issues  which  must  unavoidably  be  made  for 
certain  small  payments,  or  for  the  public  service, 
so  that  in  the  course  of  time,  were  the  present 
state  of  things  to  continue,  and  the  Bank  not  to 
purchase  at  a  great  loss,  the  whole  would  be  ex- 
hausted?— The  purchases  made  by  the  Bank 
have  been  at  a  very  gi*eat  loss,  and  they  would 
think  it  their  duty  to  sacrifice  still  more  to  the 
public  service,  to  keep  up  the  quantity  of  specie 
for  the  purposes  for  which  it  is  used." 

•  «  V  *  *  • 

"  Does  not  the  unfavorable  course  of  exchange 
with  foreign  countries  tend,  even  under  the  pre- 
sent restriction,  in  some  degree  to  render  its 
continuance  and  prolongation  necessary,  in  so  far 
as  that  necessity  may  depend  on  the  proportion 
of  specie  in  the  coffers  of  the  bank  to  the  amount 
of  its  notes  in  circulation  ? 

Mr,  Whitmore,  "  In  my  opinion  the  high  price 
of  gold  bullion  abroad,  does  make  it  necessary  to 
continue  the  restriction ;  but  I  have  already  ob- 
served that  the  low  state  of  exchange  has  not 
operated  before  the  restriction  to  drain  us  of  our 
guineas  to  any  material  extent. 

Mr,  Pearse.  "  Undoubtedly  it  does,  as  far  as 
regards  the  supply  of  the  public  wants  with  a 
circulating  medium,  as  it  would  not  be  possible 
for  the  bank  to  continue  that  supply,  if  the  re- 
striction bill  were  removed,  whilst  the  foreign 
exchanges  remain  so  unfavorable  as  at  present — 
a  profit  of  from  10  to  15,  to  20  per  cent,  upon 
converting  guineas  into  bullion,  would  be  too 
great  a  temptation  to  allow  any  to  remain  in  the 
bank,  as  long  as  a  bank  note  remained  in  circu- 
lation. The  bank  would  therefore  inevitably  be 
driven  to  the  necessity  of  calling  in  its  notes,  or, 
in  other  words,  of  reducing  its  advances  on  bills, 
&c.,  which  would  produce  that  distress,  which 
the  resti-iction  bQl  was  passed  to  prevent. 


"  In  case  the  Bank  was  now  open,  and  the  ex- 
changes were  as  they  are  now,  and  the  price  of 
gold  also,  should  you  be  of  opinion  that  the  Bank 
ought  to  restrain  the  amount  of  its  discounts  in 
consideration  of  the  drain  of  gold,  which  would 
result  from  these  circumstances  ? 

Mr,  Whitmore,  "  If  the  Bank  experienced  a 
drain  of  gold,  they  would  pay  a  very  great  atten- 
tion to  the  description  of  persons  to  whom  they 
afforded  the  discounts,  and  so  far  their  caution 
would  tend  to  diminiflh  their  total  amount  of 
discounts. 

"  When  you  state  that  the  present  high  price  of 
gold  abroad  would  occasion  a  drain  upon  the 
bank,  and  that  it  was  never  so  high  before  the 
restriction,  as  to  occasion  such  a  drain  in  any 
material  degree ;  is  not  the  course  of  exchange 
with  foreign  countries  the  only  criterion  by  which 
you  judge  of  the  high  price  of  gold  abroad  ? 

Mr,  Whitmore,  '^  The  high  course  of  exchange 
upon  foreign  countries  is  not  the  criterion  I  judge 
by,  but  the  notoriety  that  the  gold  coin  of  thi3 
country  is  bought  up  in  order  to  be  exported. 

Mr,  Pearse.  ^^  The  course  of  exchange  certainly 
is  the  criterion." 

"  Do  you  believe  that  the  refusal  of  the  Bank 
to  discount  for  persons  suspected  of  being  con- 
cerned in  the  unlawful  traffic  of  melting  down  oit 
exporting  guineas,  would,  in  point  of  fact,  pre- 
vent such  unlawful  traffic,  so  long  as  the  market 
price  of  gold  should  continue  so  high  above  the 
mint  price,  as  to  afford  a  profit  on  the  traffic? 

Mr.  Whitmore,  "I  believe. our  refusal  to  dis- 
count tends  to  lessen  though  not  altogether  to 
prevent  it. 

Mr,  Pearse.  "With  the  best  intentions  on  our 
part,  I  am  not  of  opinion  that  such  refusal  can 
prevent  it. 

"  If  any  period  were  now  fixed  upon  though 
a  distant  one — such  for  instance  as  one,  two,  or 
three  years  for  the  -termination  of  the  restriction — 
should  you  not  be  of  opinion  as  a  bank  director, 
that  it  would  become  necessary  for  the  Bank 
gradually  to  diminish  the  amount  of  its  notes  in 
circulation,  and  to  regulate  the  amount  of  its 
issues,  with  a  reference  to  the  course  of  exchange 
with  foreign  countries ;  thereby  on  the  one  hand 
guarding  as  much  as  possible  against  any  sudden 
and  general  embarrassment  to  the  circulation  of 
the  country,  and  on  the  other  preparing  itself  in 
such  a  manner,  as  might  be  least  likely  to  pro- 
duce any  derangement  of  our  commerce  to  meet 
the  opening  without  any  risk  of  a  demand  for 
specie  being  then  made,  for  the  purpose  of  pro- 
fit in  exporting  it  to  foreign  countries  ?" 

Mr,  Whitmore,  "  In  my  opinion  we  could  not 
restrain  the  amount  of  discounts  on  the  Bank, 
without  so  materially  affecting  the  trade  and 
revenue  of  the  country,  that  it  would  be  advis- 
able to  wait  the  period  of  peace,  when  I  should 
hope  the  question  will  be  considered  in  the  most 
ample  and  impartial  manner,  and  that  as  we  may 
have  good  reason  to  expect  the.  demand  of  gold 
bullion  on  the  continent  would  cease,  and  the 
trade  of  the  country  allow  of  the  importation  of 
the  articles,  the  Bank  might  be  enabled  to  resume 
their  cash  payments  without  inconvenience,  or  a 
prospect  of  their  not  being  able  to  continue  them. 

"  Suppose  the  measure  to  be  determined  on  by 
Parliament,  of  the  opening  of  the  Bank  at  a  dis- 
tant period,  should  you  thmk  that  in  the  event  of 
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the  exchanges  oontinuiiig  the  same,  or  nearly 
the  same,  some  restriction  of  the  Bank  issues 
onght  to  take  place,  with  a  view  to  prepare  for 
the  opening?— Provided  it  was  imperative  npon 
us  to  open,  I  should  think  a  restriction  of  the 
Bank  issues  would  be  necessary,  notwithstand- 
ing the  fatal  consequences  that  might  arise  from 
it  to  the  commerce  and  revenue  of  the  country. 

Mr.  Pearse,  "  In  the  contemplation  of  the  re- 
moval of  the  restriction  bill  till  at  any  definite 
period,  it  would  become  necessary  for  the  Bank 
to  regulate  the  amount  of  its  issues  with  a  refe- 
rence to  the  course  of  exchange  with  foreign 
countries;  but  while  that  exchange  continues 
unfavorable,  (an  event  as  arising  out  of  the  balance 
of  pa3rmentf),  not  within  the  control  or  influence 
of  the  Bank,)  I  cannot  see  that  any  regulation 
within  the  moans  of  the  Bank  would,  in  the  event 
of  an  opening,  effectually  preclude  the  risk  of  a 
demand  for  specie  being  then  made  for  the  purpose 

of  profit  in  exporting  it  to  the  continent." 
•        *        *        «        >i>        *        • 

"Do  you  not  believe  it  impossible  that  the 
course  of  exchange  should  continue  at  its  present 
unfavorable  rate  for  any  length  of  time,  if  the 
restriction  of  the  cash  payments  of  the  Bank 
were  removed  ? 

Mr.  Whitmore.  "  I  should  think  it  very  likely 
to  continue  as  it  is  now,  if  the  trade  of  the 
country  and  the  prices  abroad  were  also  to  con- 
tinue as  they  now  are. 

Mr.  Pearse.  "  It  would,  or  it  would  not,  con- 
tinue, according  as  the  trade  of  the  country  and 
its  political  expenses  would  operate. 

"Then  you  do  not  believe  that  the  facility 
which  would  be  acquired  of  obtaining  guineas  by 
the  removal  of  the  restriction  on  the  Bank,  would 
operate  upon  the  rate  of  exchange  with  foreign 
countries  ? 

Mr.  Whitmore.  "Inwhatever  extent  the  guineas 
and  the  bullion  might  be  exported,  it  would  ope- 
rate to  the  improvement  of  the  exchange,  like  the 
exportation  of  any  other  commodity. 

Mr.  Pearse.  "  I  concur  in  that  opinion  with  the 
Governor."        •        ♦        ♦        ♦ 

"  Is  it  not  the  practice  with  the  Bank  to  keep 
the  issue  of  their  notes  rather  below  the  amount 
which  the  occasions  of  the  public  would  appear 
to  require,  than  to  allow  any  excess  of  their 
amount  with  a  view  to  profit  ? — I  think  I  have 
already  stated  that  the  Bank  does  not  comply 
with  the  whole  demand  upon  them  for  discounts, 
and  that  they  are  never  induced,  by  a  view  to 
their  own  profit,  to  push  their  issues  beyond  what 
they  deem  consistent  with  the  public  interest." 

The  opinions  of  the  majority  of  commercial 
men,  at  this  time,  were  well  expressed  by  Mr. 
Chambers,  a  general  merchant.  "  Have  you  ever 
had  opportunities  or  occasions  to  consider  the 
effect  of  an  excessive,  or  forced  paper  currency, 
in  any  country  upon  its  foreign  exchanges  with 
other  countries  ? — In  a  small  degree  I  have. 

"What  do  you  conceive  the  effect  of  such 
excess  to  be  upon  the  foreign  exchanges? — I 
apprehend  the  effect  on  the  exchange  would  follow 
the  depreciation  of  a  forced  currency. 

"  What  do  you  say  as  to  an  excessive  cuiTcncy 
though  not  forced  ? — ^I  do  not  conceive  the  thing 
possible. 

"  What  do  you  mean  by  a  forced  paper  cur- 
rency?— A  paper  which  I  am  obliged  to  take 


against  my  will  for  more  than  its  value.  It  is  not 
forced  so  long  as  people  take  it  willingly,  which 
they  will  naturally  do  while  undepreciated. 

"  May  not  the  quantity  of  metallic  currency 
be  increased  in  proportion  to  payments  which  it 
has  to  effect,  by  an  increased  issue  from  the 
mines ;  and  will  not  that  have  the  effect  of  raising 
the  money  prices  of  all  commodities  ? — I  conceive 
an  increase,  or  abundance  of  silver,  or  gold,  would 
have  the  same  effect  upon  those  precious  metals 
as  a  glut  of  any  other  commodity  upon  the 
market. 

"  And  in  the  same  manner  may  not  that  paper 
currency  which  continues  to  preserve  its  credit 
unimpeached,  and  which  commercial  people  are 
perfectly  willing  to  receive,  be  so  augmented  in 
quantity  as  to  raise  the  local  prices  of  commodi- 
ties ? — I  do  not  conceive  that  that  piece  of  paper 
for  which  I  am  obliged  to  give  a  valuable  article 
of  merchandize,  can  be  increased  beyond  the 
want  of  it ;  nobody  will  give  a  valuable  article 
for  a  piece  of  paper,  that  does  not  want  it. 

"  Have  you  ever  happened  to  pay  any  atten- 
tion to  the  history  of  the  paper  currency  of 
Scotland,  between  thirty  and  forty  years  ago, 
or  to  that  of  Ireland  about  the  year  1804  ? — Some 
years  ago  I  remember  reading  something  about 
them,  but  the  recollection  is  rather  faint  upon 
my  mind. 

"  Do  you  call  that  paper,  in  your  sense  of  the 
word  forced,  a  forced  paper  currency,  which 
either  by  law  as  it  stands,  or  by  force  of  public 
opinion,  is  not  convertible  into  specie  at  the 
option  of  the  holder  ? — If  it  be  convertible  into 
other  objects  of  my  gratification  withovt  deprecia' 
tioUy  I  do  not  consider  it  forced. 

"  At  the  Mint  price  of  standard  gold  in  this 
country,  how  much  gold  does  a  Bank  of  England 
note  for  one  pound  represent  ? — 5  dwts.  3  gms. 

"  At  the  present  market  price'  of  standai-d  gold 
of  £4  12s.  per  ounce,  how  much  gold  do  you  get 
for  a  bank  note  of  £1  ? — 4  dwts.  8  grns. 

"Do  you  consider  that  a  bank  of  England 
note  for  £1,  under  these  present  cu'cumstances, 
as  exchangeable  in  gold  for  what  it  represents  of 
that  metal? — I  do  not  conceive  gold  to  be  a  fairer 
standard  for  Bank  of  England  notes  than  indigo^ 
or  broad  cloM^ 

[Question  repeated.] 

"  If  it  represents  twenty  shillings  of  that  metal 
at  the  coinage  price,  it  is  not. 

"If  I  go  to  a  silversmith's  shop  and  see  a  gold 
cup  which  he  tells  me  is  in  weight  exactly  100 
guineas,  and  that  he  must  have  £10  more  for  the 
workmanship,  will  he  give  me  that  cup  for  £115 
in  Bank  notes,  gold  bullion  selling  at  £4  12s.  per 
ounce  ? — He  would  sell  his  gold  cup  as  he  would 
any  other  bullion,  at  the  bullion  price,  I  suppose. 

"  Am  I  to  understand  by  that,  that  he  would 
sell  his  cup  for  £120,  or  thereabouts,  being  the 
value  of  the  gold  besides  the  £10  for  the  work- 
manship?— Yes. 

"Will  you  state  to  the  Committee,  in  your 
opinion,  to  what  causes  is  referable  the  present 
unfavorable  state  of  exchange  between  England 
and  the  Continent?— To  the  balance  of  payments 
being  against  this  country. 

"  Can  you  give  cases  to  illustrate  the  fact  that 
you  have  assigned  of  the  balance  of  payments 
being  against  this  country  ?— Large  British  armies 
on  the  continent,  slow  returns  for  cxiwrts,  quick 
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payments  for  imports,  and  very  large  stocks  of 
imported  goods  now  on  hand  in  this  country. 

•'  Is  there  any  other  cause  to  which  you  attribute 
the  present  state  of  exchange  ? — I  know  of  none 
other,  that  can  affect  it,  excepting  that  of  a  forced 
depreciated  cun'cncy. 

"  Is  it  your  opinion  that  the  currency  of  Eng- 
land is  depreciated? — Certainly  not." 

15.  Mr.  Jeremiah  Harman,  a  director  of  the 
Bank  of  England,  who  was  examined  on  several 
subsequent  occasions,  and  was  always  a  stout  oppo- 
nent of  the  doctrine  that  the  issues  of  bank  notes 
had  any  influence  on  the  exchanges,  was  asked, 
"Please  to  state  what  you  conceive  to  be  the 
principle  by  which  the  Bank  of  England  regulates 
the  extent  of  its  issues,  do  you  conceive  it  to  be 
their  practice,  for  example,  to  discount  bills  to 
the  extent  to  which  they  arc  required,  supposing 
the  bills  to  be  good,  and  to  appear  to  be  for  real 
transactions,  and  the  party  applying  to  make 
application  for  no  more  than  a  reasonable  amount ; 
or  do  you  take  at  all  into  consideration  the  state 
of  the  exchanges,  and  in  any  degree  diminish  the 
total  amount  of  discounts  afforded,  and  con- 
sequently, also  the  paper  issues,  when  the  ex- 
changes are  particulaiiy  unfavorable? — ^One  of 
the  ^-st  objects  we  have  in  view  is  the  solidity  of 
the  paper  brought  in,  and  although  we  have  no 
precise  limit,  we  constantly  keep  in  view  the 
aggregate  amount,  as  well  as  the  amount  of  every 
individual  account.  With  regard  to  the  other 
part  of  the  question,  though  the  state  of  the  ex- 
changes is  constantly  watched,  the  amount  of  our 
discounts  is  not  regulated  with  any  reference  to 
that  cii'cumstance." 

"  Do  you  not  think  that  the  sum  total  applied 
for,  even  though  the  accommodation  afforded 
should  be  on  the  security  of  good  bills  to  safe 
persons,  might  be  such  as  to  produce  some  excess 
in  the  quantity  of  the  Bank  issues  if  fully  com- 
plied with? — I  think  if  we  discount  only  for 
solid  persons,  and  such  paper  as  is  for  real  bond 
fide  transactions,  we  cannot  materially  err." 
*        >i>        *        *        *        •        * 

"  Supposing  the  exchange  to  continue  long  and 
greatly  unfavorable,  should  you  not  be  disposed 
to  refer  this  circumstance  in  some  measure  to  an 
excess  of  paper  currency,  or  should  you  assume 
that  the  balance  of  trade  had  continued  during 
that  long  period  unfavorable?'— I  must  very 
materially  alter  my  opinions,  before  I  can  suppose 
that  the  exchanges  will  be  influenced  by  any 
modifications  of  our  paper  cm'rency." 

16.  There  was  but  a  single  witness  before  this 
Committee  who  had  clear  and  accurate  views  on 
the  question,  an  anonymous  continental  merchant. 
He  was  asked,  "  Have  you  ever  known  the  ex- 
change to  fall  to  the  extent  of  12  to  15  per  cent, 
in  any  part  of  Europe,' in  which  it  was  computed 
in  coin  containing  a  fixed  quantity  of  gold  or 
silver,  or  in  paper,  or  bank  money,  exchange  at  a 
fixed  agio,  either  for  such  gold  or  silver  coin,  or 
for  gold  or  silver  bullion  of  a  definite  amount  ? — 
No,  never  except  in  countries  where  the  export 
of  their  currency  has  been  effectually  prohibited, 
such  as  Sweden. 

"  Is  it  to  Sweden  only  that  you  refer  in  making 
that  exception  ? — I  do  not  just  now  recollect  any 
other  country,  where   paper   resting  upon  the 


ibundation  of  coin,  the  latter  is  efiectaally  pre- 
vented firom  being  exported. 

•'How  is  that  prohibition  made  effectual  in 
Sweden  ? — By  the  bank  not  issuing  ^[>ecie  to  any 
amount  when  the  exchange  is  depreciated. 

**AVhat  is  the  extent  to  which  yon  conceive 
that  the  exchange  is  capable  of  falling  in  uiy 
country  in  Europe,  at  the  present  time,  supposing 
it  to  be  computed  in  coin  of  a  definite  value,  or 
in  something  convertible  into  a  definite  quantity 
of  gold  or  silver  bullion  ? — ^The  charge  of  trans- 
porting it,  together  with  an  adequate  profit  in 
proportion  to  the  risk  the  transmitting  such 
specie  is  liable  to,  would  be  the  extent  of  the 
fluctuation. 

"  Can  you  state  how  much  per  cent,  may  be 
the  present  expense  and  risk  of  transporting  gold 
from  London  to  Amsterdam,  or  Hamburgh,  or 
any  other  principal  places  of  trade  on  the  conti- 
nent ? — Independent  of  the  premium  of  insurance, 
it  would  be  from  1^  to  2  per  cent  from  London 
to  Hamburgh, 

"  What  do  you  conceive  to  be  the  amount  of 
the  risk  ? — The  risk  is  so  very  variable  fr^m  day 
to  day,  that  it  is  impossible  for  me  to  state  any 
fixed  premium. 

"  What  do  you  conceive  to  have  been  the  ave- 
rage risk  for  the  last  fifteen  months  ? — ^Abont  4 
per  cent. 

'*  Do  you  not  then  conceive  that  such  a  fall  of 
our  exchange  as  has  exceeded  the  sum  necessary 
to  compensate  for  the  expense  of  transporting 
gold  and  silver  in  the  last  fifteen  months,  must  be 
refeiTcd  to  the  circumstance  of  the  existence  of 
a  paper  cun*ency  not  convertible  into  specie  ? — 
Yes,  certainly. 

*^Do  you  conceive,  then,  that  out  of  the  15  or 
20  per  cent,  which  the  English  exchange  has 
fallen  in  the  last  fifteen  months,  the  larger  pro- 
portion of  from  10  to  12  or  13  per  cent,  may  be 
referable  to  the  circumstance  of  our  paper 
currency  not  being  convertible  to  cash  ? — I  am 
clearly  of  that  opinion. 

*^  Do  yon  then  consider  our  paper  as  depreci- 
ated 10  to  13  per  cent,  in  consequence  of  its  non- 
convertibility  into  cash  ? — As  I  value  everything 
by  bullion,  1  conceive  the  paper  currency  of  this 
counti-y  to  be  depreciated  to  the  full  extent  of 
the  15  to  20  per  cent. ;  or  rather  the  difference  in 
this  country  between  the  price  of  bullion,  and  the 
rate  by  which  the  coin  is  issued  from  the  Mint. 

''  Do  you  conceive  the  balance  of  trade  with 

the  continent  of  Europe  to  be  now  for  or  against 

this  conntiy  ? — I  conceive  it  to  be  considerably 

in  favor  of  this  country." 

4>         «         *         *         *         «         * 

"  Do  you  conceive  that  the  quantity  of  bank 
paper  in  England  infiuences  its  price,  and  has  an 
effect  upon  the  exchange  ? — ^In  my  opinion,  the 
same  principles  attach  themselves  to  bank  paper, 
as  to  any  other  commodity,  when  carried  to  a 
certain  extent. 

*^  Do  you  not  conceive  that  the  limitation  of 
bank  paper  has  a  general  tendency  to  improve  the 
exchange,  and  to  augment  its  price  ? — Its  price 
would  certainly,  in  my  opinion,  be  enhanced  by 
its  limitation,  or  what  is  the  same  thing,  the 
nominal  value  of  every  article  would  be  reduced ; 
when  this  reduction  had  brought  the  price  of 
bullion  to  the  Mint  value,  the  exchange  would  be 
at  near  par.    A  farther  diminution  of  this,  or  any 


BULLION  REPORT. 


BtJLLION  REPORT. 


297 


other  circulating  mediam,  would  not  tend  to  raise 
the  exchange/'        ♦•»♦•♦ 

*'  Is  not  the  depreciation  of  paper  currency  as 
to  its  effect  on  foreign  exchanges,  the  same  as 
would  be  a  debasement  of  the  coin? — Yes,  cer- 
tainly, with  the  distinction  that  the  extent  of  the 
one  can  be  distinctly  ascertained,  but  not  that  of 
the  other." 

Such  are  the  opinions  of  the  witnesses  upon 
the  great  points  of  discussion  before  the  Com- 
mittee. We  shall  now  give  an  abstract  of  this 
celebrated  Report,  reserving  two  parts  of  it  for 
fuller  discussion. 

It  was  the  composition  of  Mr.  Horner,  Mr. 
Hnskisson,  and  Mr.  Thornton. 

Analysis  of  the  Bullion  Report, 

1 7.  The  mint  price  of  gold  is  £3 1  Is.  1 0\d.  per 
ounce  of  standard  fineness;  but  during  1806, 
1807,  1808,  the  market  price  was  £4.  Towards 
the  end  of  1808,  it  rose  rapidly,  and  stood  very 
high  during  the  whole  of  1809,  fluctuating  from 
£4  9«.  to  £4  12«.  per  ounce.  The  price  at  £4  lOs. 
is  about  15^  per  cent,  above  the  mmt  price.  The 
price  had  continued  very  much  the  saipe  during 
that  year — 1810. 

The  price  of  foreign  gold  coin  is  generally 
higher  than  that  of  bai*  gold,  as  being  more  useful 
in  foreign  markets ;  the  difference  lately  has  been 
about  £v.  per  ounce.  There  is  also  a  difference 
of  about  As.  per  ounce  between  bar  gold,  which 
may  be  sworn  off  for  exportation  as  being  foreign 
gold,  and  such  as  the  dealer  will  not  venture  to 
swear  off,  the  former  being  about  £4  \0s.  in  the 
market,  and  the  latter  £4  6«.  Owing  to  these 
various  distinctions,  the  price  of  exportable  bar 
gold  should  be  chiefly  regarded  in  the  present 
inquiry. 

But  the  price  of  silver  should  be  regarded  as 
well.  The  mint  price  of  standard  silver  is  6s.  2d. 
per  ounce;  at  which  price  Spanish  dollars  are 
really  worth  ^.\l\d*  per  ounce.  During  1809, 
these  dollars  fluctuated  from  6s.  5d.  to  Ss.  7d. 
per  ounce,  or  from  10  to  13  per  cent,  above  the 
mint  price.  During  May,  1810,  they  were 
quoted  at  5s.  8d,  being  more  than  15  per  cent, 
above  the  Mint  price. 

The  exchanges  with  the  Continent — Hamburgh, 
Amsterdam,  and  Paris — ^being  the  places  with 
which  they  were  established,  had  likewise  become 
extremelv  unfavorable.  During  the  latter  half  of 
1 809,  and  first  quarter  of  1 8  tO,  those  with  Amster- 
dam and  Hamburgh  had  been  depressed  from  16 
to  20  per  cent,  below  par ;  and  that  with  Paris 
still  lower.  Since  April,  they  had,  to  a  certain 
extent,  improved ;  that  with  Hamburgh  had  risen 
from  29.4  to  31 ;  that  with  Amsterdam,  from 
31.8  to  33.5 ;  and  that  with  Paris  from  19.16  to 
21.11.  These  figures  shewed  that  the  exchange 
with  Hamburgh  was  then  £9  per  cent,  below 
par ;  that  with  Amsterdam,  £7  per  cent. ;  and 
that  with  Paris  more  than  £14  per  cent,  below 
par. 

All  former  reasonings  and  experience  shewed 
that  so  remarkable  a  rise  in  the  market  price  of 
gold,  coupled  with  so  great  a  fall  in  the  foreign 
exchanges,  was  to  be  attributed  to  the  state  of 
our  dom^tic  currency.  But,  nevertheless,  they 
had  wished  to  hear  from  pei'sons  of  commercial 
experience,  what  they  had  to  say  upon  such  an 
unusual  state  of  things. 


18.  I.  With  respect  to  the  High  price  of  Gold. 
Most  of  the  witnesses  ascribed  the  high  price 

of  gold  entirely  to  an  alleged  scaixity  of  the  article, 
arising  firom  an  unusual  demand  for  it,  chiefly  for 
the  use  of  the  French  armies,  increased  also  by 
that  state  of  alarm  which  leads  to  hoarding. 

The  Committee  was  of  opinion  that  in  a  sound 
state  of  the  British  currency,  the  foundation  of 
which  is  gold,  no  increased  demand  for  gold 
wherever,  or  from  whatever  causes  arising,  could 
possibly  produce  here,  for  any  length  of  time,  a 
material  rise  in  the  price  of  gold.  They  doubted 
too,  for  other  reasons,  whether  such  an  alleged 
demand  for  gold  had  really  operated  in  the  man- 
ner supposed. 

If  an  unusual  continental  demand  for  gold  in- 
fluenced its  market  price  in  this  country,  it  must 
also  necessarily  and  indeed  previously  influence 
its  price  in  continental  markets.  But  there  was 
no  evidence  of  such  a  fact.  While  the  price  of 
gold  was  rising  here,  there  was  no  corresponding 
rise  in  the  price  of  gold  bullion  abroad,  as  valued 
in  the  respective  currencies.  This  was  decisively 
proved  by  witnesses  of  great  experience,  who 
declared  that  no  alteration  in  the  Mint  price  of 
gold  in  foreign  places  had  occurred,  nor  had  the 
market  prices  experienced  an  advance  at  all  re- 
lative to  the  rise  that  had  taken  place  in  Eng- 
land. 

At  Hamburgh  and  Amsterdam,  where  silver 
is  the  measure  of  value,  and  not  gold,  as  in  this 
country,  an  unusual  demand  for  gold  would  affect 
its  money  price,  i.e.,  its  price  in  silver.  But  no 
considerable  rise  in  the  silver  price  of  gold  had 
occurred  at  these  places  in  the  last  year,  which 
proved  that  there  had  been  no  considerable  in- 
crease in  the  demand  for  gold.  A  certain  rise  in 
the  market,  or  silver  price  of  gold,  at  these  places, 
above  its  mint  silver  price,  was  due  to  an  altera- 
tion in  the  relative  values  of  the  two  precious 
metals  all  over  the  world.  The  very  same  pheno- 
menon had  been  observed  in  this  country,  for 
some  time  before  the  increase  of  our  paper  cur- 
rency, appearing  as  a  fall  in  the  value  of  silver. 
Silver  having  feJlen  in  its  relative  value  to  gold 
all  over  the  world,  gold  has  appeared  to  rise  in 
price  in  those  markets  where  silver  is  the  fixed 
measure,  and  silver  has  appeared  to  fall  in  those 
where  gold  is  the  fixed  measure.  - 

19.  If  the  rise  of  the  market  price  of  gold  was 
at  that  time  to  the  continental  demand  to  supply 
the  French  armies,  the  very  same  thing  must  have 
happened  in  former  wars,  and  convulsions  of  the 
continent,  though  pei'haps  not  in  so  great  a  de- 
gree. During  the  Seven  Years*  war,  and  the 
American  war.  Sir  Francis  Baring  very  justly 
observes  that  no  scarcity  of  bullion  was  felt  in 
this  country.  Since  the  reformation  of  the  coin- 
age in  1773,  up  to  the  middle  of  1799,  two  years 
and  a  half  after  the  suspension  of  cash  payments, 
the  price  of  standard  bar  gold  had  been  steady  at 
£2  17s.  6d.,  with  one  very  short  exception. 
Except  in  a  very  few  instances  the  price  of 
standard  bar  gold  had  never  been  materially 
above  the  mint  price,  for  twenty-four  years,  from 
the  reform  of  the  coinage  to  the  suspension  of 
cash  payments.  The  two  most  remarkable  periods 
when  the  market  price  of  gold  exceeded  th^  Mint 
price,  was  in  the  reign  of  William  UI,  when  the 
silver  coin  was  much  degraded,  and  in  the  early 
part  of  the  present  reign  (Greorge  III),  when  the 
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pold  coinage  was  also  much  degraded.  In  both 
instances  the  excess  of  the  market  price  of  gold 
above  the  mint  price,  was  fonnd  to  be  dae  to  the 
bad  state  of  the  cmTency,  and  in  both  cases  the 
reformation  of  the  currency  effectoaUy  lowered 
the  market  price  to  the  Mint  price.  During  the 
whole  of  1796  and  1797,  in  which  there  was  such 
a  great  demand  for  gold  by  the  country  bankers, 
to  strengthen  their  position,  the  market  price 
never  rose  above  the  Mint  price. 

20.  The  fact  of  there  being  a  scarcity  of  gold  in 
this  country  was  yery  doubtful.  Guineas  had 
certainly  disappeared  from  circulation ;  but  that 
did  not  prove  a  scarcity  of  bullion,  any  more 
than  the  high  price  did.  A  large  dealer,  who 
spoke  much  of  the  scarcity,  acknowledged  he 
fonnd  no  difficulty  in  getting  any  quantity  of  it, 
if  he  chose  to  pay  the  price  for  it.  Larce  quan- 
tities had  certainly  been  exported  to  the  Continent 
during  the  last  year;  but  there  had  been  also 
very  large  importations.  The  changes  which 
had  affected  Spain  and  Portugal,  together  with 
our  own  commercial  advantages,  rendered  this 
country  the  channel  through  which  the  produce 
of  the  mines  passed  to  the  rest  of  the  world  and 
thus  we  had  the  opportunity  of  supplying  our- 
selves first ;  and  this  was  the  la^  market  which 
could  be  affected  by  a  scarcity. 

The  rise  in  the  market  price  of  silver,  which 
had  nearly  corresponded  with  that  of  gold,  could 
not  possibly  be  ascribed  to  a  scarcity  of  silver,  as 
the  importation  of  silver  had  been,  of  late  years, 
unusually  large,  while  the  usual  drain  for  India 
and  China  had  been  stopped. 

Thus,  there  was  no  evidence  of  facts  upon 
which  certain  persons  assumed  that  the  rise  in 
the  market  price  of  gold  was  due  to  an  unusual 
demand,  and  its  consequent  scarcity.  But  even 
if  they  did  exist,  to  ascribe  the  high  price  of  gold 
to  its  scarcity  involved  a  very  serious  miscon- 
ception. 

21.  In  this  country  gold  is  itself  the  measure  of 
all  exchanseable  value,  and  all  conunodities  are 
said  to  be  dear  or  cheap,  according  as  more  br  less 
gold  is  given  for  them.  But  a  given  quantity  of 
gold  itself  will  never  be  exchanged  for  a  greater 
or  less  quantity  of  fold  of  the  same  standard  fine- 
ness. At  certain  times,  no  doubt,  it  may  be  con- 
venient to  give  more  ^an  an  equal  quantity  of 
gold,  to  obtain  gold  in  the  form  of  a  particular 
coin ;  but  this  difference  can  never  exceed  a  cer- 
tain small  limit.  The  price  of  gold,  being  itself 
measured  and  expressed  in  gold,  cannot  be  rais^ 
or  lowered  by  an  increased  or  diminished  demand 
for  it.  An  ounce  of  gold  will  exchange  for 
neither  less  nor  more  than  an  ounce  of  gold  of  the 
same  fineness,  except  so  far  as  the  one  ounce  may 
be  coined,  or  otherwise  manufactured,  and  the 
other  is  not;  and  the  cost  of  that  coinage  or 
manufacture  is  the  limit  of  the  difference.  An 
ounce  of  standard  gold  huUian  wiU  not  fetch 
more  in  our  market  than  £3  lis,  10}^.,  unless 
£Z  Vis,  lOiJ.,  in  ofur  currency^  contains  less  than 
an  ounce  of  gold,  A  change  in  the  demand  for 
gold  will,  no  doubt,  affect  all  other  articles.  The 
same  quantity  of  gold  may,  at  different  times, 
purchase  more  or  less  of  other  commodities :  and 
the  price  of  gold  may,  iu  respect  to  them,  be  said 
to  rise  or  fall ;  but  the  money — or  gold — price  of 
gold  itself;  must  remain  unaltered.  This,  how- 
ever, is  not  the  present  state  of  things ;  the  prices 


of  all  commodities  have  risen,  and  that  of  gold 
along  with  them,  and  the  cause  of  this  can  only 
be  found  in  the  state  of  the  currency  of  the 
country. 

22.  The  principles  which  govern  the  relative 
prices  of  gold  in  bullion  and  gold  in  coin,  as  well 
as  of  a  paper  currency,  convertible  into  it,  are  very 
simple :  gold  bullion  is  the  standard  to  which  the 
Legislature  intends  that  the  gold  coin  should 
conform,  and  be  as  nearly  identified  as  possible. 
If  this  intention  were  perfectly  fulfilled,  gold 
coin  would  always  exactly  exchange  for  the  same 
quantity  of  other  commodities  as  gold  bullion; 
but  it  IB  subject  to  some  small  fluctuations,  from 
the  expense  of  converting  bullion  into  coin.  This, 
however,  did  not  exceed  £1  per  cent.,  and  it  was 
expected  that  recent  improvements  would  reduce 
it  still  lower.  This  £1  per  cent,  formed  the  limit 
to  the  possible  rise  of  the  value  of  coin  above 
bullion. 

Before  the  suspension  of  cash  payments  in 
1797,  two  circumstances  pointed  out  the  causes 
and  the  limits  of  the  depression  of  the  coin  below 
the  price  of  bullion.  First,  the  coinage  had  gra- 
duaUy  become  worn  by  use,  and  if  melted  down» 
would  produce  about  £1  per  cent,  less  than  its 
regulated  amount  of  bullion.  In  the  early  part 
of  that  reign,  it  had  been  greatly  more  serious ; 
but  it  was  now  guarded  against  by  the  regulation 
of  the  statute  that  if  guineas,  whose  weight  when 
issued  from  the  mint  was  6  dwts.  9.440  gms.  fell 
below  5  dwts.  8  gms.,  they  should  not  be  legal 
tender.  The  depreciation  thus  allowed  was  about 
1.11  per  cent.  Secondly,  the  law  which  forbids 
any  but  li^ht  gold  to  be  melted,  and  which,  with 
very  questionable  policy,  forbids  the  gold  coin  to 
be  exported,  or  any  bar  gold,  except  such  as  is 
sworn  not  to  be  produced  from  it.  The  dif- 
ference between  bar  gold  which  may  or  may  not 
be  sworn  off  for  exportation  amounts  to  about 
Ss*  or  4«.  per  ounce. 

The  limit  therefore  by  these  two  circumstances, 
which  are  the  only  ones  that  could  influence  the 
rate  of  the  difference  between  the  market  and  the 
mint  price  of  gold,  was  about  5^  per  cent.,  and 
the  chief  part  of  this  difference  was  due  to  the 
ancient  but  erroneous  policy  of  this  country^ 
which  attempted  to  confine  the  coin  within  the 
kingdom ;  and  thereby  to  make  its  value  in  the 
market  less  than  it  would  be  without  such  pro- 
hibition. And  experience  verified  these  argu- 
ments, for  the  differeflce  between  the  market  and 
the  mint  price  of  gold,  while  the  Bank  paid  in 
specie,  had  never  exceeded  the  limit  of  5|  per 
cent. 

23.  The  experience  of  Hamburgh  fnUy  corro- 
borates these  arguments.  No  difference  with  re- 
gard to  silver,  analogous  to  that  between  the 
mint  and  the  market  price  of  gold  in  this  country, 
could  ever  occur  there,  because  the  three  causes, 
which  produced  that  difference  here,  were  pro- 
vided against  there.  All  large  payments  at 
Hamburgh  were  made  in  bank  money,  which  was 
a  credit  created  in  the  books  of  the  bank,  by 
merchants  who  deposited  silver  of  a  given  fine- 
ness. Payments  were  made  by  transferring  a 
credit  from  the  account  of  one  merchant  to  an- 
other, and  thus  the  wear  and  tear  of  the  coin 
was  prevented.  Unlimited  freedom  was  also 
given  to  withdMw,  melt,  or  export  it,  and  thus 
all  the  causes  which  produced  a  depression  of  the 
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yalne  of  the  coin  below  ballion  were  effectnally 
prevented.  Thus  silver  is  the  only  measure  of 
exchangeable  value,  no  difference  between  coin 
and  ballion  can  arise,  nor  any  variation  in  the 
value  of  coin,  except  firom  those  general  variations 
which  affect  the  value  of  silver  in  the  market  of 
the  world. 

24.  Before  the  suspension  in  1797,  the  same 
arguments  were  generallv  applicable  to  gold  coin  in 
this  country,  which  had  not  varied  more  than  6^ 
per  cent,  from  bullion.  But  since  that  time  it 
had  been  exposed  to  a  new  cause  of  variation, 
namely,  from  the  possible  excess  of  an  incon- 
vertible paper  currency,  and  the  limit  of  this 
variation  is  as  indefinite  as  the  possible  excess  of 
that  paper.  In  fact  gold  had  ceased  to  be  our 
measure  of  value.  The  currency  issued  by  the 
Bank  of  England  and  county  banks,  was  now 
our  only  standard  of  prices.  Its  value  might  vary 
as  indefinitely  as  its  possible  excess.  But  whether 
this  fluctuating  paper  currency,  or  gold,  was  to 
continue  to  be  the  measure  of  value,  tiie  interests 
of  the  public  demanded  that  the  circulating 
medium  should  again  be  brought,  as  speedily  as 
possible,  to  an  equality  of  value  with  its  read  and 
legal  standard — gold  bullion. 

25.  The  mint  price  of  gold  bullion  is  simply  an 
equivalent  weight  expre^^d  in  coin.  If  there- 
fore the  weight  of  that  coin  be  lessened,  or  if  its 
standard  be  debased,  it  is  then  manifestly  equal 
to  a  less  amount  of  bullion  than  before.  It  will 
require  more  coin  to  be  equivalent  to  the  same 
amount  of  bullion,  and,  consequently,  the  market 
price  of  bullion  will  rise  above  the  mint  price. 
If  the  local  currency  of  this  country,  being  in- 
convertible into  gold,  be  issued  in  excess,  the 
market,  or  paper  price  of  gold,  will  rise  above  the 
mint  price.  This  excess,  which  can  neither  be 
exjwrted  to  other  countries,  nor  converted  into 
specie,  remains  in  the  chai^el  of  circulation,  and 
is  gradually  absorbed  by  the  increasing  of  the 
prices  of  all  commodities,  exactly  in  tne  same 
manner  as  a  general  increase  of  the  supply  of  the 
precious  metals  raises  prices  all  over  the  world. 
An  increased  quantity  of  this  local  paper  cur- 
rency raises  the  prices  of  aU  other  commodities, 
bullion  included,  as  expressed  in  it,  and  thus  the 
market  price  of  gold,  (or  the  price  of  gold  as 
expressed  in  this  local  currency,)  is  raised  above 
the  mint  price,  Tor  the  price  as  expressed  in  gold 
itself.)  And  it  the  currency  of  a  neighbouring 
country  is  not  increased  in  a  similar  proportion, 
it  is  quite  clear  that  the  currency  of  that  country 
in  which  it  has  been  increased,  will  fall  in  rela- 
tive value  as  compared  to  the  currency  of  a  country 
in  which  it  has  not  been  increased,  just  in  the  same 
manner  as  it  does  in  relation  to  conmiodities,  and 
as  the  quantity  of  the  currency  of  one  country 
which  is  of  equal  value  with  a  quantity  of  the 
currency  of  another  country,  is  called  the  ex- 
change between  those  countries,  it  is  quite  clear 
that  the  exchange  will  be  to  the  disadvantage  of 
that  country  in  which  an  undue  increase  of  cur- 
rency takes  place. 

Hence  the  effect  of  an  excessive  currency  ^  which 
is  not  exportable  to  other  cotmtrieSy  and  not  con- 
vertible into  specie,  is  to  cause  a  general  rise  in  the 
prices  of  all  commodities,  in  thb  mahket  price 

OF  GOLD,  AND  A  FALL  IN  THB  FOBEION  BX- 
CHANGBS* 


n. — As  to  (he  State  of  the  Foreign  Exchanges, 

26.  With  respect  to  the  state  of  the  foreign  ex- 
changes, the  Committee  had  also  collect^  the 
opinions  of  persons  of  great  practical  experience. 
Some  were  of  opinion  that  the  depressed  state  of 
the  exchanges  was  entirely  due  to  the  commercial 
situation  of  the  country,  to  the  imports,  and  the 
payments  of  subsidies  having  exceeded  the  ex- 
ports. A  very  eminent  continental  merchant, 
however,  states  that  the  exchange  could  never 
fi^l  lower  than  the  extent  of  transporting  bullion 
from  one  countjT-  to  another,  together  with  an 
adequate  profit  in  proportion  to  the  risk  attend- 
ing such  a  transmission;  and  whatever  excess 
the  depression  of  the  exchange  has  reached  within 
the  last  fifteen  months,  beyond  that  amount  must 
be  attributed  to  the  inconvertible  paper  currency. 
This  witness's  evidence  was  entirely  based  upon 
the  principle  that  bullion  is  the  true  regulator, 
both  of  the  value  of  a  local  currency,  and  of  the 
foreign  exchanges,  and  that  the  free  converti- 
bility of  paper  currency  into  the  precious  metals, 
and  the  free  exportation  of  those  metals,  place  a 
limit  to  the  fall  of  exchange. 

27.  There  is  no  point  of  trade,  considered  poli- 
tically, which  is  better  settled  than  the  subject  of 
the  foreign  exchanges.  The  par  of  exchange  be- 
tween any  two  countries  are  the  figures  which 
denote  the  quantity  of  their  respective  currencies, 
into  which  an  equal  quantity  of  gold  or  silver 
bullion  can  be  coined.  If  twenty-five  French 
Uvres  contained  exactly  the  same  quantity  of 
pure  silver  as  20«.,  then  25  would  be  the  par  of 
exchange  between  tLondon  and  Paris.  If  one 
country  uses  gold  for  its  measure  of  value,  and 
the  other  silver,  of  course  the  par  will  fluctuate 
according  to  the  relative  value  of  the  two  metals. 
The  rate  of  exchange  produced  at  any  particular 
time  by  a  balance  or  trade,  or  payments  between 
any  two  countries,  is  a  variation  on  one  side  or 
the  other  from  the  real  par.  But  if  any  change 
takes  place  in  the  currency  of  one  of  the  two 
countries,  either  by  the  wear  or  the  debasement 
of  a  metallic  currency,  below  its  standard,  or  in 
the  discredit  of  a  forced  paper  currency,  or  in  the 
excess  of  an  inconvertible  paper  currency,  the 
reid  par  wUl  be  altered :  a  given  portion  of  one 
currency  having  fallen  in  value,  will,  of  course, 
no  longer  be  equal  to  the  same  portion  of  the 
other  currency.  But  though  the  real  par  is  thus 
changed,  dealers  stni  continue  to  reckon  their 
course  of  exchan^  from  the  former  par ;  and  in 
this  state,  a  distinction  must  be  made  between 
the  real  and  the  computed,  or  nominal,  exchange* 
The  computed  or  nominal  exchange  will,  of 
course,  include  both  the  difference  arising  from 
the  state  of  trade,  but  also  that  between  the 
origimd  and  the  new  par.  These  two  differences 
may,  of  course,  be  added  to  each  other,  or  they 
may  be  set  off  against  each  other.  Thus,  whether 
the  balance  of  trade  be  for  or  against  a  counti^, 
whose  currency  is  depreciated,  the  exchange  will 
appear  more  unfavorable  than  it  ought  to  be.  In 
William  nUs  time,  the  exchange  between  Eng- 
land and  Holland  was  25  per  cent,  against 
England,  but  the  .English  coinage  was  degraded 
more  than  25  per  cent,  below  the  standard,  which 
proved  that  the  real  exchange  was  in  favor  of 
England.  If  the  currencies  of  both  countries  are 
depreciated,  the  par  of  exchange  will,  of  course, 
vary  according  to  their  relative  value. 
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28.  It  has  long  been  settled  and  understood  as 
a  principle,  and  indeed  the  trnth  of  the  position 
is  so  plain,  and  so  aniformly  agreed  to  by  all  the 
practical  authorities,  commercial  and  political, 
that  the  difference  of  exchange  resulting  from  the 
state  of  trade  and  payments  between  two  conn- 
tries  is  limited  by  the  expense  of  conveying  and 
insuring  bullion  from  one  to  the  other,  that  the 
Committee  assume  it  as  indisputable.  The  pecu- 
liar circumstances  of  the  country  might  render 
the  premium  a  war  risk,  then  even  greater  than 
usual,  and  consequently  it  was  possible  that  the 
increased  risk  might  lower  the  limit  of  the  fall  of 
the  exchange,  so  as  to  account  for  its  present  state. 

29.  It  was  undoubtedly  proved  that,  at  that 
period,  the  risk  and  the  premium  on  transporting 
bullion  from  London  to  Hamburgh  did  consi- 
derably exceed  that  at  any  former  period.  In 
former  times  even  of  war,  the  cost,  including  in- 
cluding insurance,  did  not  exceed  3^  per  cent.  It 
was,  however,  shewn  that  at  that  time  this  cost 
had  risen  to  7  per  cent ;  but  it  did  not  exceed 
that.  The  risk  and  cost  of  sending  it  to  an  in- 
land place  like.  Paris,  was,  of  course,  somewhat 
more.  It  appeared,  therefore,  conclusively,  that 
the  limit  by  which  the  depression  of  the  ex- 
changes arising  out  of  the  commercial  relations 
of  the  country,  was  bounded  by  7  per  cent,  with 
Hamburgh  and  Holland,  and  somewhat  more  with 
Paris.  But  the  rest  of  the  fall  above  that  limit 
must  be  due  to  some  other  cause. 

30.  From  the  evidence  before  them,  the  Com- 
mittee were  of  opinion  that  the  real  exchange  did 
fall  during  the  last  year  to  nearly  its  extreme 
limit,  as  indicated  by  the  cost  of  transmitting 
bullion. 

But  although  the  computed,  or  nominal,  ex- 
change may  appear  to  be  advanced  to  the 
country,  a  simple  calculation  will  shew  what  is 
the  state  of  the  real  exchangie.    (Exchanobs). 

A  witness,  who  was  strongly  wedded  to  the 
opinion  that  the  commercial  relations  of  the 
country  might  account  for  any  depression  of  the 
exchange,  however  great,  was  asked  to  make  this 
calculation.  From  these  calculations  it  resulted 
that  while  the  computed,  or  nominal,  exchange 
with  Hamburgh  was  16  or  17  per  cent,  below 
par,  the  real  exchange  arising  out  of  the  com- 
mercial relations,  and  the  balance  of  payments, 
was  no  more  than  5  \  per  cent,  against  this  country ; 
while  the  nominal  exchange  with  Amsterdam, 
was  about  15  per  cent,  below  par,  the  real  ex- 
change was  not  more  than  7  per  cent,  below  par ; 
and  while  the  nominal  exchange  with  Paris  was 
20  per  cent,  below  par,  the  real  exchange  was  no 
more  than  Sjf  per  cent,  acainst  this  country.  Con- 
sequently there  was  a  fall  of  11  per  cent,  with 
Hamburgh,  of  8  per  cent^  with  Amsterdam,  and 
of  11}  per  cent,  with  Paris,  to  be  explained  in 
some  other  way.  And  if  the  latest  statements  of 
the  exchange  were  taken,  it  might  possibly  be  found 
that  though  the  nominal  exchange  was  against, 
the  real  exchange  was  in  favor  of  this  country. 

The  foregoing  reasonings  relating  to  the  ex- 
changes alone  made  it  difficult  to  resist  the  con- 
clusion that  a  portion  of  the  fall  of  the  exchanges 
was  due  not  to  the  state  of  trade,  but  to  a  change 
in  the  relative  value  of  our  currencv.  But  when 
the  fall  in  the  exchange  was  coupled  with  the  rise 
in  the  market  price  of  sold,  tiie  inference  ap- 
peared to  be  demonstrated. 


in.  As  to  (he  opinions  of  the  Directors  of  the 
Bcmk  of  Englandy  and  their  mode  of  regvlai' 
ing  their  issues. 

31 .  In  consequence  of  the  opinion  entertained 
by  the  Committee  that  in  the  artificial  state  of  the 
currency,  it  was  most  important  to  watch  the 
foreign  exchanges,  and  the  market  price  of  gold, 
they  were  desirous  to  leam  whether  the  directors 
of  the  Bank  held  the  same  opinion,  and  controlled 
their  issues  by  them,  and  also  whether  the 
directors,  from  the  great  fall  in  the  exchanges, 
and  the  rise  in  the  market  price  of  gold  during 
the  preceding  year,  had  at  aU  suspected  that  the 
currency  was  excessive. 

The  directors,  however,  entirely  repudiated 
such  ideas,  lliey,  as  well  as  several  merchants, 
who  were  examined,  allied  that  the  issues  of 
the  Bank  had  no  iofiuence  on  the  state  of  the 
exchange,  or  the  price  of  bullion,  placing  much 
reliance  on  the  argument  that  they  had  been 
unable  to  trace  any  connection  between  them. 
Nevertheless  the  Committee  in  noway  distrusted 
the  principles  of  general  reasoning  they  had  used, 
because  there  were  so  many  causes  of  a  temporary 
and  fluctuating  nature,  that  might  affect  the  case 
that  the  immediate  connection  might  not  be  ap- 
parent. What  they  regarded  was  the  permanent 
state  of  the  exchanges. 

32.  The  Committee  considered  it  an  error  of 
great  practical  importance  to  suppose  that  the 
exchanges  with  foreign  countries,  and  the  price 
of  bullion,  could  not  be  affected  by  the  amount  of 
an  inconvertible  paper  currency.  That  excessive 
issues  of  paper  will  lower  the  foreign  exchanges, 
and  raise  the  price  of  bullion,  was  not  only 
proved  by  the  most  eminent  commercial  writers, 
but  its  truth  has  been  practically  Illustrated  by 
the  history  of  almost  every  state  in  modem 
times,  which  has  used  a  paper  currency,  and  the 
statesmen  in  all  those  countries  have  finally 
adopted  this  principFe  as  the  criterion  whereby 
to  judge  whether  the  paper  currency  was  ex- 
cessive. 

The  history  of  the  paper  currencies  in  the 
British  colonies  in  North  America,  during  the 
last  century,  the  assignats  of  the  French  Republic, 
and  the  paper  currency  of  the  Austrian  govern- 
ment during  the  last  campaign,  and  the  state  of 
the  Portuguese  currency,  fully  bore  out  the  truth, 
of  these  principles. 

33.  The  United  Kingdom  itself  furnished  simi- 
lar examples.  The  Report  then  quotes  the 
derangement  of  the  Scotch  currency  and  the 
means  taken  to  cure  it,  narrated  in  Bankikq  ih 
ScoTi^AND,  §  293,  also  the  derangement  of  the 
Irish  currency  and  exchange  in  1804,  narrated  in 
Banking  in  Ibei^nd,  §342 — 373.  It  also 
adduces  an  instance  from  the  experience  of  jthe 
Bank  of  England,  in  1696.  But  as  this  part  of 
the  Report  is  full  of  the  most  serious  chronological 
errors,  and  it  is,  moreover,  one  of  the  very  first 
impoitance  in  illustrating  the  theory  of  the  ex- 
changes and  the  currency,  we  have  reserved  it  to 
the  end  of  the  analysis  for  full  and  special  dis- 
cussion. 

34.  The  Directors  of  the  Bank  of  England  were 
not  to  be  altogether  blamed  if  they  did  not  at 
once  perceive  uie  principles  upon  which  so  deli- 
cate a  trust  as  that  which  had  been  committ^  to 
them,  namely,  the  regulation  of  the  currency, 
which  had  been  rather  imposed  upon  them  than 
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sought  for  hj  them.  Bat  it  was  material  to  re- 
mark that,  while  they  were  subject  to  pay  their 
notes  in  specie,  the  state  of  the  foreign  exchanges, 
and  the  price  of  gold  did  most  materially  in- 
flnence  its  conduct  with  respect  to  its  issues. 
While  they  were  liable  to  pay  gold  on  demand, 
a  fall  in  the  exchange,  and  a  rise  in  the  price  of 
gold,  was  soon  felt  by  them  by  a  demand  upon 
them  for  gold.  Thus  the  evil  cured  itself.  The 
Directors  finding  their  specie  reduced,  had  to 
replace  it  at  a  heavy  loss,  instinctively  curtailed 
their  issues,  and  thus  raised  the  value  of  the 
whole  currency,  gold  as  well  as  paper. 

S5.  The  Bank  Directors,  perhaps,  did  not  fully 
p^ceive  the  operation  of  these  causes,  but  they 
unquestionably  limited  their  paper  during  a  drain 
of  gold.  This  had  been  several  times  admitted 
by  them.  But  the  suspension  of  cash  payments 
exempted  them  from  the  drain  of  gold^  during  an 
unfavorable  exchange,  and  a  high  price  of  bul- 
lion ;  and  the  directors,  feeling  no  inconvenience, 
had  failed  to  restore  the  exchanges,  and  reduce 
the  price  of  gold  by  contracting  their  issues. 
The  directors  of  old,  perhaps,  did  not  perceive 
or  acknowledge  these  principles  more  distinctly 
than  the  present  ones,  but  they  felt  the  incon- 
venience and  obeyed  its  impulse.  Under  pre- 
sent circumstances  no  inconvenience  is  felt,  and 
no  contraction  takes  place.  But  the  committee 
are  most  clearly  of  opinion  that  so  long  as  the 
suspension  of  cash  payments  is  permitted  to  sub- 
sist, the  price  of  gold  bullion  and  the  general 
course  of  exchange  with  foreign  countries,  taken 
for  a  considerable  period,  form  the  best  general 
criterion  from  which  any  inference  can  be  drawn 
as  to  the  sufficiency  or  excess  of  paper  currency 
in  circulation.  Further,  that  although  the  com- 
mercial state  of  the  country,  and  the  political 
state  of  the  continent  may  have  had  some  effect, 
yet  a  view  of  the  facts  and  reasonings  already 
stated,  the  present  high  price  of  gold,  and  the 
depreciation  of  the  foreign  exchanges,  was  to  be 
ascribed  to  the  want  of  a  permanent  check,  and 
a  sufficient  limitation  of  the  paper  currency  of 
the  country. 

86.  The  Report  then  proceeds  to  invest^te 
the  theory  of  currency  propounded  by  Adam 
Smith,  and  maintained  by  the  directors,  and 
which  had  been  previously  maintained  by  the 
committee  of  1804,  that  the  Issues  of  the  bank 
could  not  be  excessive  so  long  as  they  were  con- 
fined to  the  discount  of  good  mercantile  paper, 
founded  on  real  transactions.  This  theory  is  one 
of  the  most  plausible  and  subtle  theories  ever 
started,  and  demands  a  full  investigation.  We 
have  reserved  it  also  to  the  end  of  the  analysis. 

37.  The  committee  then  pointed  out  the  evils 
of  the  usury  laws,  which  are  now  happily  re- 
pealed, and  therefore  we  may  pass  over  this  part. 

The  suspension  of  cash  ^yments  had  had  the 
^ect  of  entrusting  to  the  Bank  of  England  the 
duty  of  supplying  the  quantity  of  circulating 
medium  which  the  public  required,  a  trust  which 
it  was  unreasonable  to  expect  they  could  ever 
discharge.  The  most  detailed  knowledge  of  the 
actual  state  of  trade,  combined  with  the  most 
profound  science  in  all  the  principles  of  money 
and  circulation,  could  not  enable  any  set  of  men 
to  do  it.  When  the  currency  was  purely  metallic, 
or  composed  of  paper  convertible  into  specie  at 
the  will  of  the  holder,  the  natural  process  of 


commerce,  by  establishing  exchanges  among  all 
the  nations  of  the  world,  adjusts  in  every  par- 
ticular country  the  proportion  of  circulating  me- 
dium to  its  actufd  occasions.  This  proportion, 
so  adjusted  and  maintained  by  the  operation  of 
nature,  cannot  be  adjusted  by  any  human  wisdom 
or  skill.  No  rules  can  be  devised  for  the  discre- 
tionary issues  of  paper  currency,  though  some 
cautions  might  be  pointed  out  to  check  and  con- 
trol its  issues.  The  directors  of  the  Bank  had 
exercised  the  powers  confided  to  them  since  1797, 
with  extraordinary  forbearance  and  moderation, 
all  things  considered,  but  nevertheless  the  com- 
mittee was  fully  convinced  that  their  recent 
policy  involved  great  practical  errors,  the  effects 
of  a  new  system,  which  Parliament  should  have 
taken  earlier  measures  to  guard  i^ainst.  And 
when  the  directors  of  the  bank  maintained  that 
their  paper  could  not  be  in  excess  if  advanced 
to  merchants  on  good  bills,  payable  at  fixed 
periods,  and  that  it  had  no  effect  on  the  foreign 
exchanges,  or  on  the  market  price  of  bullion,  the 
committee  said  without  hesitation  that  these  opi- 
nions must  be  considered,  in  a  great  measure,  as 
the  cause  of  the  present  state  of  things. 

lY.  As  to  the  issues  of  the  Bank  of  England  and 

country  banks. 

38.  The  committee  then  proceeds  to  notice  the 
great  increase  that  had  taken  place  in  the  issues 
of  the  Bank  of  England,  and  country  banks 
Before  1796,  the  issues  of  the  Bank  had  scarcely 
ever  exceeded  £  1 1 ,000,000.  But  since  then  they 
had  greatly  increased,  and  the  amount  in  May, 
1810,  was  about  £21,249,980.  The  greatest  pro- 
portionate increase  was  in  the  small  notes.  They 
were  very  rapidly  increased  from  1799  to  1802, 
and  again  from  May,  1809  to  May  1810.  In  1798 
they  were  XI, 807,502;  in  1802,  £3,136,477;  in 
May,  1809,  £4,509,470;  in  May,  1810,  £6,161,020. 
The  discounts  of  the  Bank  had  also  enormously 
increased,  but  as  the  Directors  did  not  wish  the 
figures  made  public,  they  did  not  give  them,  not 
that  discounts  by  the  Bank  was'  anything  but  a 
great  public  advantage,  taken  by  themselves,  but 
it  was  only  an  excess  of  currency  they  were  anxi- 
ous to  guard  against. 

39.  But  it  was  a  very  important  principle  to 
state,  that  the  mere  numerical  amount  of  bank 
notes  in  circulation  was  no  criterion  whether 
these  notes  were  excessive  or  not.  The  same 
amount  of  paper  may  be  too  little  at  one  time, 
and  too  much  at  another.  The  quantity  of  cur- 
rency will  vary  in  some  degree  with  the  extent 
of  the  trade,  and  the  increase  of  trade  since  the 
suspension  may  have  caused  some  increase  of 
the  currency.  But  the  qvuinJtity  of  currency  hears 
no  fixed  proportion  to  the  ouantity  of  commodities^ 
and  any  inferences  proceecUng  upon  such  a  supposi' 
tion  woula  be  entirely  erroneous.  In  a  state  of 
high  public  credit,  a  much  smaller  amount  is 
necessary  than  when  alarms  make  individuals 
call  in  their  advances  and  hoard.  Moreover,  a 
different  amount  will  be  required  according  to  the 
various  methods  of  economizing  it,  which  money 
dealers  devise.  The  different  improvements, 
which  had  been  recently  devised,  must  have  had 
a  greater  effect  than  was  commonly  supposed  in 
rendering  the  same  sum  sufficient  for  a  much 
gi'eater  amount  of  trade  and  payments  than 
formerly.      These   improvements  are  detailed. 
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They  nnqnestionably  shew  that  a  smaller  in- 
crease of  Bank  paper  was  necessary,  to  snpply 
the  wants  of  an  increased  trade,  than  would 
otherwise  have  been  necessary,  and  shew  how 
impossible  it  is  from  the  numerical  amount  alone 
of  that  paper  to  pronounce  whether  it  is  exces- 
sive or  not ;  a  more  sure  criterion  must  be  re- 
sorted to  ;  AND  SUCH  A  CbITEBION  IS  ONLT  TO 
BB  FOUND  IN  THE  8TATB  OF  THE  EXCHAFOBS, 
AND   THE  FbICE  OF  €rOI.D  BuLLION. 

40.  The  crises  of  1798  and  1797  throw  much 
light  on  this  last  principle.  In  1793,  the  distress 
was  caused  by  a  fsdlure  of  confidence  in  the 
country  currency,  and  a  consequent  pressure  upon 
that  of  London.  The  Bank  of  England  refoised 
to  enlarge  its  issues,  and  the  notes  that  were  in 
circulation  were  hoarded  through  panic.  In  this 
crisis  a  loan  of  Exchequer  bills  was  made  to  all 
merchants  who  had  good  security  to  offer.  The 
confidence  this  measure  produced  as  well  as  the 
increased  means  of  obtaming  Bank  notes  by  the 
sale  of  the  bills,  ^eedily  relieved  the  distress 
both  in  London  and  the  country.  The  effect  of 
this  was  similar  to  an  increased  issue  of  notes. 
Without  approving  of  the  particular  method  in 
which  this  operation  was  done,  it  is  an  important 
illustration  of  the  principle,  that  an  enlaboed 

ACCOMMODATION  IS  THE  TBUE  BBMEDT  FOB  THAT 
OCCASIONAL  FAILUBE  OF  CONFIDENCE  IN  THE 
COUNTBT  DISTBICTS  TO  WHICH  OUB  SYSTEM  OF 
PAPEB   CBEDIT   IS    UNAVOIDABLY   EXPOSED. 

41.  The  circumstances  of  1797  were  very  simi- 
lar to  those  of  1793,  and  an  effectual  remedy  for 
the  panic  might  perhaps  have  been  provided,  if 
the  Bank  of  England  had  had  courage  to  extend, 
instead  of  restricting  its  accommodation,  and 
issues  of  notes.  Some  few  persons  thought  so  at 
the  time ;  and  the  Governor  and  Deputy-^vemor 
of  the  Bank  stated  to  the  Committee  that  they 
and  many  of  the  Directors  are  now  satisfied  from 
the  experience  of  the  year  1797,  that  the  diminu' 
tion  of  their  notes  on  that  emergency  increased  the 
public  distress;  an  opinion  in  the  correctness  of 
which  the  Committee  entirely  concur, 

42.  The  experience  of  1793  and  1797,  contrasted 
with  the  &cts  stated  in  the  Report,  suggests  a 
distinction  most  important  to  be  kept  in  view, 
between  the  demand  upon  the  Bank  for  gold  for 
internal  circulation,  arising  from  a  temporary 
failure  of  confidence,  sometimes  very  great  and 
sudden,  and  a  drain  arisingoutof  the  unfavorable 
state  of  the  exchanges.  The  former,  while  the 
Bai^  maintains  its  high  credit,  seems  likely  to  be 
best  relieved  by  a  judicious  increase  of  accom- 
modation to  the  country ;  the  latter,  so  long  as  the 
Bank  does  not  pay  in  specie,  ought  to  suggest  to 
the  Directors,  a  question  whether  their  issues  may 
not  be  already  too  abundant.  But  it  is  essentially 
necessary  that  any  reduction  that  might  be  deemed 
necessary,  should  take  place  very  cautiously  and 
gradually. 

43.  The  country  bank  paper  was  a  superstruc- 
ture reared  on  the  basis  of  the  Bank  of  England 
paper,  into  which  it  is  convertible.  But  any  en- 
lai^ement  of  the  basis  necessarily  caused  an  en- 
largement of  the  superstructure.  The  committee 
had  not  been  able  to  ascertain  exactly  the  posi- 
tive amount  of  increase,  but  it  had  unquestion- 
ably been  very  large.  As  they  had  before  ob- 
served, no  certain  conclusion  could  be  drawn 
from  the  actual  amount,  without  reference  to 


other  circumstances ;  yet  the  foct  of  a  great  in- 
crease, coupled  with  all  the  indications  of  a  de- 
preciated currency  did  afford  very  strong  evi- 
dence that  the  issues  were  not  restrained  within, 
proper  limits. . 

44.  The  country  banks  had  been  able  to  create 
Mid  issue  about  £5,000,000,  at  an  expense  to 
themselves  of  not  more  than  £100,000,  which 
was  thrown  into  the  channel  of  circulation,  the 
value  of  which  in  exchange  for  all  other  com- 
modities is  gradually  lowered  in  proportion  as 
the  mass  is  augmented.  If  so  unnatural  a  state 
of  things  was  to  continue,  the  state  ought  to  par- 
ticipate more  largely  in  the  profits  of  the  issne. 
But  that  was  not  a  policy  they  were  disposed  to 
recommend.  And  just  as  they  a^eed  with  Adam 
Smith,  and  all  the  most  able  writers  and  states- 
men of  this  country,  in  considering  a  paper  cur- 
rency, constantly  convertible  into  specie,  as  one 
of  the  greatest  practical  improvements  which  can 
be  made  in  the  political  and  domestic  economy  of 
any  state,  and  in  regarding  country  banks  issuing 
such  paper,  a  most  valuable  institution,  so  they 
were  anxious  to  revert  to  the  former  state  and 
practice  in  these  things  any  systematic  departure 
from  which  would  lead  to  many  calamities,  among 
other  things  the  destruction  of  the  system  itself. 

45.  Upon  the  whole,  then,  the  committee  are  of 
opinion  that  there  is  at  present  an  excessive 
paper  currency,  of  wbich  the  most  unequivocal 
symptom  is  the  present  high  price  of  bullion,  and 
next  to  that,  the  low  state  of  the  foreign  ex- 
changes, which  was  owing  to  the  want  or  a  due 
control  in  the  issues  of  the  Bank  of  England. 
No  permanent  or  adequate  provision  against  an 
excess  of  paper  currency  can  be  found,  except  in 
the  convertibility  of  such  paper  into  specie.  It 
was  greatly  to  be  regretted,  therefore,  that  the 
suspension  of  cash  payments,  which  was  only 
intended  to  be  temporary,  should  have  been  con- 
tinued as  a  permanent  war  measure. 

46.  The  evils  which  would  result  from  such  an 
excess  of  currency  as  causes  its  depreciation,  are 
universal,  and  weigh  upon  all  classes  of  society ; 
and  the  honor  of  Parliament  is  concerned  not  to 
allow  in  this  commercial  country  a  system  of 
currency,  which  has  no  fixed  value,  and  which 
destroys  the  foith  of  all  money  contracts,  and 
obligations  between  man  and  man.  The  longer 
it  was  continued,  the  greater  was  the  temptation 
to  resort  to  a  depreciation  of  the  gold  coin  by 
altering  its  standard.  Many  governments  had 
done  so,  and  it  was  an  obvious  remedy.  But  it 
would  be  a  most  manifest  breach  of  public  faith, 
to  reduce  the  coin  to  the  value  of  the  paper, 
rather  than  to  restore  the  paper  to  the  legal 
standard  of  the  coin. 

47.  Many  palliatives,  or  remedies,  for  the  pre- 
sent state  of  things  had  been  proposed,  but  the 
Committee  are  of  opinion  they  are  all  useless, 
inadequate,  and  mischievous,  and  that  there  is 
only  one  sufficient  and  efficacious  remedy,  namely 
— ^a  restoration  of  payments  in  cash  as  speedily  as 
possible.  No  doubt  such  a  measure  as  this  re- 
quired to  be  done  with  considerable  caution,  but 
all  difficulties  might  be  provided  against,  by  en- 
trusting the  charge  of  the  operation  to  the  Bank 
of  England,  and  allowing  it  sufficient  time  to  do 
so,  so  as  not  to  embarrass  public  and  commercial 
credit.  Two  years  appear  to  the  Committee  a 
reasonable  time,  and  tney  are  of  opinion  that 
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Parliament  shoald  terminate  at  that  period  the 
Acts  which  authorize  the  resti*iction.  By  the 
present  law,  the  period  of  the  resumption  of  cash 
payments  stood  limited  to  six  months  after  a 
general  peace ;  but  even  if  peace  were  declared 
within  that  period,  the  Committee,  having  regard 
to  the  difScnlty  and  danger  of  reducing  its  issues 
from  their  present  amount,  would  still  recommend 
that  the  Bank  should  not  be  compelled  to  resume 
before  two  years. 

48.  Such  is  a  summary  of  this  celebrated  Re- 
port Its  reception  by  Parliament  is  narrated  in 
Bakkino  in  Englaio),  §  159.  We  shall  not  in 
this  place  give  any  account  of  the  debate  on  the 
doctrines  maintained  in  opposition  to  it,  either  in 
Parliament,  or  the  flood  of  pamphlets  it  called 
forth,  as  we  have  done  that  under  the  respective 
names, — Hobner,  Huskissof,  Bosanqubt,  Yan- 
8ITTABT,  Ross,  Thobmton,  &c.,  &c.  Thcrc  are, 
however,  two  parts  of  the  Bullion  Report  which 
we  have  ahready  said  required  fuller  notice ;  the 
one  because  it  relates  to  a  very  important  crisis 
in  our  currency,  which  will  illustrate  some  of  the 
fundamental  principles  of  currency  and  exchange, 
and  the  other  because  it  investigates  a  very  im- 
portant and  subtle  theory  of  paper  currency. 

On  the  account  of  the  Currency  Crisis  of  1696-97, 
in  the  BuUion  Report. 

49.  One  of  the  examples  adduced  by  the 
Bullion  Report  to  shew  the  effects  of  excessive 
paper  issues  on  the  foreign  exchanges,  is  the  mo- 
netary crisis  of  1696-97,  as  follows :  "  The  ex- 
perience of  the  Bank  of  England  itself,  within  a 
very  short  period  after  its  establishment,  fur- 
nishes a  very  instructive  illustration  of  all  the 
foregoing  principles  and  reasonings.  In  this 
instance,  the  effects  of  a  depreciation  of  the  coin 
by  wear  and  clipping  were  coupled  with  the 
effect  of  an  excessive  issue  of  pap^r.  The  Direc- 
tors did  not  at  once  attain  a  very  accurate  know- 
ledge of  all  the  principles  by  which  such  an 
institution  must  be  conducted.  They  lent  money 
not  only  by  discount,  but  upon  real  securities, 
mortgages,  and  even  pledges  of  commodities  not 
perishable ;  at  the  same  time,  the  Bank  contri- 
buted most  materially  to  the  service  of  Govern- 
ment for  the  support  of  the  army  on  the  Con- 
tinent. By  the  liberality  of  those  loans  to  pri- 
vate individuals,  as  well  as  by  the  largtf  advances  to 
Government,  the  quantity  of  the  notes  of  the  Bank 
becameexcessive^their  relative  value  was  depreciated, 
and  they  fell  to  a  discount  of  17  per  cent.  At  this 
time,  there  appears  to  have  been  no  failure  of  the 
public  confidence  in  the  funds  of  the  Bank  ;  for 
its  stock  sold  for  110  per  cent.,  though  only  sixty 
per  cent,  upon  the  subscription  had  been  paid  in. 
By  the  conjoint  effect  of  this  depreciation  of  the 
paper  of  the  Bank  from  excess,  and  of  the  depre- 
ciation of  the  silver  coin  from  wear  and  clipping, 
the  price  of  gold  bullion  was  so  much  raised,  that 
guineas  were  as  high  as  30«. ;  all  that  had  re- 
mained of  good  silver  gradually  disappeared  from 
circulation;  and  the  exchange  with  Holland, 
which  had  been  before  a  little  affected  by  the  re- 
mittances for  the  army,  sunk  as  low  as  25  per  cent, 
below  par,  when  the  bank-notes  were  at  a  discount 
of  17  per  cent.  Several  expedients  were  tried, 
both  by  Parliament  and  the  Bank,  to  force  a 
better  silver  coin  into  circulation,  and  to  reduce 
the  price  of  guineas,  but  without  effect.    At 


length,  the  true  remedies  were  resorted  to ;  first, 
by  a  new  coinage  of  silver,  which  restored  that 
part  of  the  currency  to  its  standard  value,  though 
the  scarcity  of  money  occasioned  by  calling  in 
the  old  coin  brought  the  Bank  into  straits, 
and  even,  for  a  time,  affected  its  credit;  secondly, 
by  taking  out  of  the  circulation  the  excess  of 
bank-notes.  This  last  operation  appears  to  have 
been  effected  very  judiciously.  Parliament  con- 
sented to  enlarge  the  capital  stock  of  the  Bank, 
but  annexed  a  condition,  directing  that  a  certain 
portion  of  the  new  subscriptions  should  be  made 
good  in  bank-notes.  In  proportion  to  the  notes 
sunk  in  this  manner,  the  value  of  those  which 
remained  in  circulation  began  presently  to  rise ; 
in  a  short  time,  the  notes  were  at  par,  and  the 
foreign  exchanges  nearly  so.  These  details  are 
all  very  fully  mentioned  in  authentic  tracts  pub- 
lished at  the  time,  and  the  case  appears  to  your 
Committee  to  afford  much  instruction  upon  the 
subject  of  their  present  inquiry.**  The  only 
tracts  quoted  by  the  Report  are  A  short  Account 
of  the  Bank,  by  Mr.  Godfrey,  one  of  the  original 
directors,  and  A  short  History  of  the  last  Parlia' 
ment,  1699,  by  Dr.  Drake. 

50.  There  is  no  person  possessed  of  the  slight 
est  knowledge  of  banking  and  monetary  science 
who  would  not  see  at  once  that  there  is  some 
gross  blunder  in  the  preceding  passage;  for  it 
evidently  asserts  that  while  the  Bank  was  paying 
in  specie,  its  notes  fell  to,  and  continued  at,  a  dis' 
count  of  VI  per  cent,  which  every  economist  knows 
to  be  impossible  in  the  nature  of  things.  The 
only  tracts  quoted  by  the  Committee  are  those 
mentioned  above,  though  they  refer  to  others. 
We  have  no  hesitation  in  saying  that  this  pas- 
sage contains  nothing  but  a  mass  of  blunders, 
historical,  chronological,  and  scientific,  which  we 
shall  fully  investigate,  on  account  of  the  import- 
ant bearing  of  the  crisis  on  the  theory  of  the 
currency  and  the  exchanges. 

This  passage  may  be  said  to  contain  the  fol- 
lowing idlegations : 

1.  That  very  soon  after  the  foundation  of  the 
Bank,  it  made  excessive  issues. 

2.  That  in  consequence  of  these  excessive 
issues,  aMjd  while  they  continued  to  pay  their  notes 
in  specie  on  demana,  theii*  notes  lell  to  17  per 
cent,  discount. 

3.  That  in  consequence  of  these  excessive 
issues  of  paper  by  the  Bank,  and  the  deprecia- 
tion of  the  silver  coin  by  wear  and  clipping, 
guineas  rose  to  SOs.  from  2ls.  6d.,  and  that  the 
remaining  good  silver  disappeared  from  circu- 
lation. 

4.  That  in  consequence  of  the  two  preceding 
causes,  exchanges  with  Holland  rose  to  25  per 
cent,  against  England. 

5.  That  many  attempts  were  made  by  the 
Bank  and  Parliament  to  reduce  the  price  of 
guineas,  and  force  a  better  silver  coinage  into 
circulation,  which  all  failed. 

6.  That  measures  were  at  length  resorted  to,  of 
calling  in  the  old  silver  coinage,  and  re-issuing  it 
at  full  weight,  and  taking  the  excessive  issues  of 
the  Bank  out  of  circulation,  which  were  finally 
successful,  restored  the  exchanges  and  the  bank- 
notes to  par. 

We  must  now  examine  each  of  these  proposi- 
tions separately. 
With  respect  to  the  first,  what  is  or  what  is 
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not  an  excessive  issue,  is  a  matter  of  so  mach 
speculation,  that  it  is  quite  impossible  to  afiSrm 
or  deny  it 

With  respect  to  the  second  allegation,  there  is 
not  only  no  evidence  in  its  favor  in  the  pam- 
phlets quoted,  but  the  most  overwhelming  evi- 
dence against  it.  Mr.  Godfrey's  pamphlet  was 
written  in  June,  1695,  when  the  credit  of  the 
Bank  was  in  the  most  flourishing  condition,  when 
he  makes  this  credit  a  matter  of  great  boast ;  and 
he  says  that  the  only  reason  why  the  credit  of  the 
bank-notes  was  so  good,  was  that  their  holders 
knew  that  they  could  get  their  money  instantly  on 
demand  for  them.  Mr.  Godfrey  was  killed  at 
Namur  m  July,  1695,  and  bank-notes  were  not 
at  a  discount  till  May,  1696.  We  have  given  a 
full  abstract  of  this  pamphlet,  to  which  we  may 
refer  (Godfbbt),  by  which  it  will  be  seen  that 
it  lends  no  support  to  the  allegation  of  the 
Report. 

With  respect  to  the  third  allegation,  we  have 
given,  in  the  article  Coinage,  abundance  of  ex- 
tracts of  the  most  authoritative  nature  from  con- 
temporary pamphlets,  and  from  the  Journals  of 
the  House  of  Commons,  proving  that  guineas 
were  at  30«  in  the  early  part  of  1695,  when  the 
credit  of  the  Bank  was  nnimpeached,  when  all 
its  notes  were  paid  on  demand,  and  fourteen 
months  BEFOBB  the  stoppage  in  May,  1696,  which 
caused  the  notes  to  fall  to  a  discount. 

The  same  reasoning  is  true  of  the  fourth  alle- 
gation. The  exchange  with  Holland  was  25 
per  cent,  against  England  in  the  early  part  of 
1695,  and  as  stated  by  contemporary  pamphlets, 
(Coinagb),  was  due  to  the  same  cause  as  the 
high  price  of  guineas,  namely,  the  bad  state  of 
the  silver  coinage. 

The  fifth  allegation  is  entirely  erroneous. 
Parliament  made  no  attempt  to  reduce  guineas 
till  February,  1696  (Coinage),  when  the  silver 
coinage  had  been  already  called  in. 

The  sixth  allegation  involves  great  chrono- 
logical errors,  into  which  the  Committee  were  led 
by  Dr.  Drake ;  for  they  make  it  appear  that  the 
foreign  exchanges  were  restored  to  par  first,  and 
then  the  bank-notes ;  or,  at  all  events,  that  these 
two  results  were  effected  simultaneously.  And 
for  this  they  have  the  authority  of  Dr.  Drake's 
tract  (Dbakb).  But  Dr.  Drake  was  a  .clergy- 
man, and  probably  not  very  well  versed  in  com- 
mercial matters.  Moreover,  he  wrote  some 
years  after  the  event,  when  these  minute  dates, 
of  whose  importance  he  was  probably  not  suffi- 
ciently aware,  became  confounded.  But  we  have 
shewn  by  extracts  from  a  contemporary  and  mer- 
cantile writer,  John  Cary  (Cabt),  that  the  ex- 
changes were  restored  to  par  in  October,  1696, 
and  that  bank-notes  were  not  brought  to  par  till 
towards  the  end  of  1697,  as  may  be  seen  by  the 
extracts  we  have  given  firom  Narcissus  Lut- 
trelPs  diary  (Luttbbll).  In  fact,  all  contem- 
porary evidence  proves  that  as  the  fall  in  the 
foreign  exchanges  and  the  rise  of  the  market 
price  of  bullion  was  owing  entirely  to  the  bad- 
ness of  the  coin,  so  the  restoration  of  both  to  par 
was  owing  entirely  to  the  restoration  of  the  coin- 
age, and  had  nothing  whatever  to  do  with  the 
bai]Jc-notes.  In  fact,  the  fall  of  the  bank-notes 
was  due  entirely  to  the  stoppage  of  the  Bank  of 
"England  in  May,  1696,  which  the  Bullion  Report 
seems  to  be  unaware  of,  and  had  nothing  to  do 


with  the  fall  in  the  exchange  or  the  rise  in  the 
price  of  bullion.  But,  nevertheless,  this  crisis 
is  a  classical  example  of  the  truth  of  the  principle 
of  the  Report,  which,  indeed,  is  a  self*evident 
truism,  as  soon  as  the  nature  of  the  thing  is  truly 
apprehended ;  namely,  that  a  depreciation  of  the 
medium  in  which  payments  are  made  causes  a 
rise  in  the  apparent  price  of  bullion,  and  a  nomi- 
nal fall  in  the  foreign  exchanges,  a  principle 
which  was  perfectly  well  understoDd  by  the  ablest 
merchants  and  statesmen  of  1696. 

Investigation  of  the  Theory  of  hosing  a  Paper 
Currency  on  the  Discount  of  Mercantile  Bills. 

51.  We  shall  now  examine  the  way  in  which, 
the  Bullion  Report  endeavours  to  refute  an  ex- 
tremely plausible  and  subtle  theory  of  paper 
currency. 

The  chapter  on  Metallic  and  Paper  Currency 
inthe  "TTeattA  of  Nations,^^  will  unfortunately 
be  found,  on  a  close  critical  examination,  to  con- 
tain many  inconsistent  and  erroneous  doctrines, 
which  we  cannot  examine  at  proper  length  here. 
But  it  contains  two  principles  which  have  ac- 
quired some  celebrity.  One  is  expressed  in  the 
following  dogma.  "  The  whole  paper  money  of 
every  kind  which  can  easily  circulate  in  any 
country,  never  can  exceed  the  value  of  the  gold 
and  silver  of  which  it  supplies  the  place,  or  which 
(the  commerce  being  supposed  the  same}  would 
circulate  there,  if  there  was  no  paper  money." 
Now  it  wiU  be  observed  that  this  dogma  is  laid 
^own  with  a  condition,  Adam  Smith  only  asserts 
it  on  the  supposition  theU  the  commerce  remains 
the  same.  But  many  modern  writers  of  influence, 
wholly  dropping  the  condition,  or  qualification 
out  of  view,  assert  it  as  an  absolute  dogma,  that 
when  pc^er  notes  are  allowed  to  he  issued^  they 
shotda  he  exactly  equal  in  ouantity  to  the  metalUo 
currency  they  displace,  Tnis,  however,  is  a  doc- 
trine much  older  than  Adam  Smith,  because  it  is 
mentioned  by  John  Law.  This  Lb  the  doctrine 
generally  known  at  the  present  day  by  the  name 
of  the  CuBBBNCT  Pbinoipub.  It  is  quite  clear, 
however,  that  the  modern  supporters  of  it  com- 
mit what  is  called  in  logic,  the  fallacy  A  dicto 
secundum  quidy  ad  dictum  simplidter,  that  is,  they 
jump  f^om  an  assertion  made  with  a  qualification 
to  an  absolute  assertion.  If  the  commerce  re- 
mains the  same,  Adam  Smithes  assertion  may 
have  some  shew  of  plausibility,  but  then  there  is 
no  necessity  that  the  commerce  should  remain 
the  same.  Adam  Smith  had  already  shewn  him- 
self that  the  creation  of  bank  notes  increases 
commerce.  In  a  subsequent  part  of  the  same 
chapter  he  says,  "  When  a  bank  discounts  to  a 
merchant  a  real  bill  of  exchange  drawn  by  a  real 
creditor  upon  a  real  debtor,  and  which  as  soon  as 
it  becomes  due,  is  really  paid  by  that  debtor,  it 
only  advances  to  him  a  part  of  the  value  which 
he  would  otherwise  be  obliged  to  keep  by  him 
unemployed,  and  in  read^  money  for  answering 
occasional  demands.**  This  passage  is  the  origin 
of  that  theory  of  currency  which  the  Bullion 
Report  investigates  and  condemns,  namely,  ^*  TTUU 
when  the  Bar3t  only  discounts  good  hiUs  of  ex- 
change  founded  upon  real  transactions  it  cannot 
issue  notes  in  excess.^  This  theory  was  strongly 
brought  before  the  Irish  Currency  and  Exchange 
Committee,  in  1804,  but  it  was  not  notice  by 
them.    It  was  also  strenuously  asserted  before 
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the  Bullion  Committee,  in  1810,  and  we  shall  now 
present  to  our  readers  what  the  Report  says 
of  it. 

52.  Your  committee  cannot  help  again  calling 
the^  attention  of  the  House  to  the  consequences 
which  have  resulted  from  the  peculiar  situation  in 
which  the  Bank  of  England  was  placed  by  the  sus- 
pension of  cash  pajonents.  So  long  as  the  paper 
of  the  bank  was  convertible  into  specie  at  the 
will  of  the  holder,  it  was  enough,  both  for  the 
safety  of  the  bank  and  for  the  public  interest,  in 
what  regai'ded  its  circulating  medium,  that  the 
directors  attended  only  to  the  character  and 
quality  of  the  bills  discounted,  as  real  ones,  and 
payable  at  fixed  and  short  periods.  They  could 
not  much  exceed  the  proper  bounds  in  respect  of 
the  quantity  and  amount  of  the  bills  discounted, 
so  as  thereby  to  produce  an  excess  of  their  paper 
In  circulation,  without  quickly  finding  that  the  sur- 
plus returned  upon  themselves  in  demand  for  specie. 
The  private  interest  of  the  bank  to  guard  them- 
selves against  a  continued  demand  of  that  nature, 
was  a  sufficient  protection  for  the  public  against 
any  such  excess  of  bank  paper  as  would  occasion  a 
material  fall  in  the  relative  value  of  the  circulating 
medium.  The  restriction  of  cash  payments,  as 
has  already  been  shewn,  having  rendered  the 
same  preventive  policy  no  longer  necessary  to  the 
bank,  has  removed  that  check  upon  its  issues, 
which  was  the  public  security  against  an  excess. 
When  the  bank  directors  were  no  longer  exposed 
to  the  inconvenience  of  a  drain  upon  them  for 
gold,  they  naturally  felt  that  they  had  no  such 
inconvenience  to  guard  against,  by  a  more  re- 
strained system  of  discounts  and  advances ;  and 
it  was  very  natural  for  them  to  pursue  as  before 
(but  without  that  sort  of  guard  and  limitation 
which  was  now  become  unnecessary  to  their  own 
security),  the  same  liberal  and  prudent  system  of 
commercial  advances,  from  which  the  prosperity 
of  their  own  establishment  had  resulted,  as  well 
as  in  a  great  degree  the  commercial  prosperity  of 
the  whole  country.  It  was  natural  for  the  bank 
directors  to  believe  that  nothing  but  benefit  could 
accrue  to  the  public  at  large,  while  they  saw  the 
growth  of  bank  profits  go  hand  in  hand  with  the 
accommodation  granted  to  the  mei'chants.  It 
was  hardly  to  be  expected  of  the  directors  of  the 
bank  that  they  should  be  fully  aware  of  the  con- 
sequences that  might  result  from  their  pursuing, 
after  the  suspension  of  cash  payments,  the  same 
^stem  which  they  had  found  a  safe  one  before. 
To  watch  the  operation  of  so  new  a  law,  and  to 
provide  against  the  injury  which  might  result 
from  it  to  the  public  interests  was  the  province 
not  so  much  of  the  bank  as  of  the  legislature;  and 
in  the  opinion  of  your  committee  there  is  room  to 
regret  that  this  House  has  not  taken  earlier  notice 
of  all  the  consequences  of  that  law. 

"  By  far  the  most  important  of  these  conse- 
quences is  that  while  the  convertibility  into  specie 
no  longer  exists  as  a  check  to  an  over  issue  of 
paper,  the  bank  directors  have  not  perceived  that 
the  removal  of  that  check  rendered  it  possible 
that  such  an  excess  might  be  issued  by  the  dis- 
count of  perfectly  good  bills.  So  far  from  per- 
ceiving this,  your  committee  have  shewn  that  they 
maintain  the  contrary  doctrine  with  the  utmost 
confidence,  however  it  may  be  qualified  occasion- 
ally by  some  of  their  expressions.  That  this 
doctrine  is  a  very  fallacious  one,  your  committee 
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cannot  entertain  a  doubt.   The  fallacy  upon  which 
it  is  founded  lies  in  not  distinguishing  between  an 
advance  of  capital  to  merchants^  and  an  additional 
supply  of  currency  to  the  general  mass  of  circu" 
latinf  medium.    If  the  advance  of  capital  only  is 
considered,  as  made  to  those  who  are  ready  to 
employ  it  in  judicious  and  productive  under- 
takings, it  is  evident  that  there  need  be  no  other 
limit  to  the  total  amount  of  advances  than  what 
the  means  of  the  lender,  and  his  prudence  in  the 
selection  of  borrowers,  raa}*^  impose.    But  in  the 
present  situation  of  the  bank,  entrusted  as  it  is 
with  the  function  of  supplying  the  public  with 
that  paper  currency  which  forms  the  basis  of  our 
circulation,  and  at  the  same  time  not  subjected  to 
the  liability  of  converting  the  paper  into  specie, 
every  advance  which  it  makes  of  capital  to  the 
merchants  in  the  shape  of  discount,  becomes  an 
addition  also  to  the  mass  of  circulating  medium. 
In  the  first  instance,  when  the  advance  is  made 
by  notes  paid  in  discount  of  a  bill,  it  is  undoubt' 
edly  so  much  capital,  so  much  power  of  making 
purchases  placed  in  the  hands  of  the  merchant 
who  receives  the  notes ;  and  if  those  hands  are 
safe,  the  operation  is  so  far,  and  in  this  its  first 
step,  useful  and  productive  to  the  public.    But 
as  soon  as  the  portion  of  circulating  medium,  in 
which  the  advance  was  thus  made,  performs  in 
the  hands  of  him  to  whom  it  was  advanced,  this 
its  first  operation  as  capital  as  soon  as  the  notes 
are  exchanged  by  him  for  some  other  article 
which  is  capital,  they  fall  into  the  channel  of  cir- 
culation as  so  much  circulating  medium,  and  form 
an  addition  to  the  mass  of  currency.    The  neces- 
sary efiect  of  every  such  addition  to  the  mass,  is 
to  diminish  the  relative  value  of  any  given  por- 
tion of  that  mass  in  exchange  for  commodities. 
If  the  advance  was  made  by  notes  convertible  into 
specie,  this  diminution  of  the  relative  value  of  any 
given  portion  of  the  whole  mass  would  speedily 
bring  back  upon  the  bank  which  issued  the  notes, 
as  much  as  was  excessive.    But  if  by  law  they 
are  not  so  convertible,  of  coui'se  this  excess  will 
not  be  brought  back,  but  will  remain  in  the 
channel  of  circulation  until  paid  in  again  to  the 
bank  itself  in  discharge  of  the  bills  which  were 
originally  discounted.     During  the  whole  time 
they  remain  out  they  perform  all  the  functions  of 
circulating  medium,  and  before  they  come  to  be 
paid  in  discharge  of  these  bills,  they  have  already 
been  followed  by  a  new  issue  of  notes  in  a  similar 
operation  of  discounting.     Each  successive  ad- 
vance repeats  the  same  process.    If  the  whole 
sum  of  discounts  is  progressively  increasing,  the 
amount  of  paper  which  i*emains  out  in  circulation 
over  and  above  what  is  otherwise  wanted  for  the 
occasions  of  the  public,  will  progressively  increase 
also,  q,nd  the  money  prices  of  commodities  will 
progressively  rise.     This  progress  may  be  as  in- 
definite as  the  range  of  speculation  and  adven- 
ture in  a  great  commercial  country.** 

53.  Such  is  the  reasoning  of  the  Bullion  Re- 
port, to  shew  the  fallacy  of  an  extremely  subtle 
and  plausible  theory  of  paper  currency.  It  was 
decisively  condemned  by  Mr.  Horsley  Palmer, 
before  the  Bank  Charter  Committee  of  1832. 
The  conclusions  of  the  Committee  are  perfectly 
just,  but  the  expressions  ai*e  in  some  respects 
ambiguous — in  some  inaccurate — and  altogether 
the  reasoning  is  inadequate  to  effect  its  purpose 
of  demonstrating  the  fallacy  of  the  doctrine.  The 
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expression  ^*good  bills'*  is  one  which  we  shall 
shew  is  very  ambigaons.  The  Report  has  far- 
ther been  clonded  by  the  false  distinction  between 
"capital*'  and  " circulating  medium  ;'*  for  circu- 
lating medium,  or  currency,  is  sometimes  "^pi- 
tal,**  and  sometimes  not,  according  to  the  method 
in  which  it  is  employed.  (Capital).  The  Re- 
port, however,  recognizes  this  doctrine  that  the 
same  thing  U^  or  is  not^  capital  according  to  the 
way  in  which  it  is  used.  Again,  the  Report  is  in 
error  in  assuming  that  the  necessary  effect  of 
every  addition  to  the  currency  is  to  diminish  the 
value  of  the  whole  mass ;  because  the  value  of 
the  currency  is  always  proportionate  to  the  work 
it  has  to  do ;  and  it  is  only  a  change  in  the  pro- 
portion between  the  currency  and  the  work  that 
it  has  to  do,  that  causes  a  change  in  its  value. 
Nor  could  the  very  small  amount  of  currency 
added  to  the  mass,  in  so  short  a  time  as  during 
the  ichiance  of  the  bills  that  were  disconntec^ 
have  anv  effect  on  general  prices. 

54.  We  shall  find  that  by  starting  firom  our 
fttndamental  conception  of  currency  as  transfer- 
able debt,  and  that  the  value  of  the  currency 
depends  upon  the  quantitf^  of  transferable  debt  it 
represents,  the  fallacy  or  this  theory  can  be  de- 
monstrated with  great  ease  and  simplicity,  and 
the  mischievous  consequences  which  followed 
from  it,  explained.  When  the  merchant  A  comes 
to  the  bank,  to  discount  the  acceptance  of  B,  it  is 
a  sale  of  the  debt  to  the  bank.  The  bank  buys  a 
debt  payable  at  a  fixed  time  after  date,  with  its 
notes,  which  are  so  many  small  debts  payable  to 
bearer  on  demand,  while  the  notes  are  converti- 
ble. The  transaction  is  simply  an  exchange  of 
debts.  At  the  appointed  time,  it  is  B*s  duty  to 
take  a  quantity  of  currency  to  the  bank,  and  dis- 
charge his  debt  He  does  this  eitiier  in  coin  or 
hi  the  bank*s  own  notes.  If  he  pays  his  own 
debts  by  the  bank's  notes,  it  is  simply  a  re- 
exchange  of  debts  between  him  and  the  bank ; 
he  extinguishes  his  own  debt  to  the  bank,  and  at 
the  same  time  an  equal  quantity  of  the  bank's 
debt  is  taken  out  of  circulation,  and  extinguished. 
Consequently  the  proportion  existing  previously 
between  the  currency  and  the  quantity  of  debt  it 
represents,  remains  unaltered.  If  the  merchant 
discharges  his  debt  partly  in  coin  and  partly 
in  notes,  or  wholly  in  coin,  the  same  resiQt  fol- 
lows ;  the  notes  which  remain  out  in  circulation 
still  represent  the  same  amount  of  debt — the 
notes  and  coin  being  independent  quantities,  it 
makes  no  difference  to  the  whole  majss,  which  is 
removed  out  of  circulation.  But  let  us  suppose 
that  the  acceptor  fails  to  meet  his  engagement, 
and  cannot  pay  his  debt.  Then  the  debt  due  to 
the  bank  is  lost  and  extinguished ;  but  the  debt 
agatnst  the  bank  remains.  And  the  bank,  while 
its  notes  are  payable  to  bearer  on  demand,  must 

Say  this  debt  out  of  its  remaining  capital.  Still, 
owever,  though  this  is  loss  of  capital  to  the 
bank,  as  the  notes  are  taken  out  of  circulation, 
the  value  of  the  notes  remaining  in  circulation 
will  not  be  affected.  But  now  let  us  suppose 
the  notes  to  be  inconvertible,  then,  as  before,  if 
the  acceptor  pays  the  debt,  the  notes  will  be 
taken  out  of  circulation,  and  extinguished  simul- 
taneously with  the  debt  which  they  purchased, 
and  the  value  of  those  remaining  in  circulation 
will  not  be  altered.  But  suppose  that  the  ac- 
ceptor foils,  and  cannot  pay  nis  debt,  then  that 


debt  is  extin^pished ;  but  the  notes  issued  in  the 
purchase  of  it  remain  in  circulation,  and  are  a 
mere  addition  to  the  circulating  medium  already 
existing,  without  any  corresponding  increase  of 
the  debt  it  represents.  It  would  have  exactly 
the  same  practical  effect  as  if,  for  every  good  bill 
of  £1,000,  the  Bank  were  to  issue  an  excess  of 
currency — say£l,500,  for  example ;  and  when  the 
bill  was  paid,  only  £1,000  would  be  taken  out  of 
circulation,  and  the  remainder — £500 — would 
remain  in  circulation.  Tliis  residuum  as  we 
may  call  it,  would  go  to  swell  up  the  existing 
quantity  of  circulating  medium,  and  depreciate 
the  value  of  any  given  portion  of  it,  exactly  in 
the  same  way  as  a  constant  increase  in  the  gold 
currency  would  gradnidly  cause  a  diminution  in 
its  value.  Every  such  operation,  therefore,  alters 
the  proportion  between  the  currency  and  the 
debt  it  represents ;  and  though,  no  doubt,  a  few 
unsuccessful  operations  of  this  sort  would  not 
have  any  sensible  effect  in  changing  its  value,  yet 
a  repeated  succession  of  them  must  necessaril;^  do 
so  ultimately,  just  as  adding  a  drop  of  water  in  a 
bucket  may  not  perceptibly  increase  the  height  of 
the  water,  yet  a  continued  series  of  drops  will 
at  length  cause  the  water  to  overflow  the  bucket ; 
so  a  continued  series  of  such  operations  under  an 
inconvertible  paper  currency,  must  necessarily  re- 
sult in  a  serious  dinunution  in  the  value  of  the 
whole. 

66,  But  it  may  happen  that,  even  though  the 
merchant  pays  his  debt,  and  no  loss  of  capital  en- 
sues to  the  bank,  yet  it  may  be  a  loss  of  capital 
to  him.    Thus,  when  he  bought  the  goods  on 
credit,  and  gave  his  acceptance  for  them,  which 
was  purcha^  by  the  bank,  he  meant  to  employ 
those  goods  as  capitaJr-~t\i2X  is,  he  bought  them 
for  the  purpose  of  selling  them  again,  with  a 
profit.    If  he  succeeds  in  this  obj^  and  sells 
them  to  advantage,  he  pays  his  acceptance  out  of 
the  proceeds  reaUsed  by  the  goods,  and  his  capi- 
tal IS  increased  more  or  less,  according  to  the 
^eater  or  less  advantage  he  sells  them  at.    But 
if  he  has  made  a  misodculation,  and  sells  the 
goods  at  a  loss,  he  must  still  make  good  his  debt 
to  the  bank  out  of  his  remaining  capital;  and 
such  a  transaction  is  a  loss  of  capital  to  him.  But 
every  loss  of  capital  to  an  individual  is  a  loss  of 
capital  to  the  whole  community.    (J.  B.  Say  has 
also  remarked  this :  "  Un  mauvais  sp^culateur  est 
aussi  fatal  k  la  prosp^rit^  g^n^ral  qu'un  dissi- 
pateur.** — Traiti  dEconomxe  Politique^  p,  445, 
JEdit    Ofdllaumin).    And  the  great  general  re- 
sult to  the  community  is  absolutely  the  same,  whe- 
ther the  loss  of  capital  accrues  to  the  individual, 
or  to  the  bank.    The  quantity  of  currency  re- 
mains the  same ;  but  what  it  represented  is  di- 
minished.   Consequently,  every  unsuccessfol  ope- 
ration in  trade  alters  the  proportion  between  the 
currency  and  the  quantity  of  what  it  represents ; 
and  therefore  every  unsuccessful  operation  neees^ 
sarily  tends  to  diminish  the  value  of  any  given 
amount  of  the  whole  currency;    unless  some 
means  can  be  devised  by  which  acertam  quantity 
of  it  can  be  removed  from  circulation,  and  so 
raise  its  value.    Now  the  diminution  in  the  value 
of  the  currency  inevitably  shews  itself  in  process 
of  time,  by  a  ceneral  rise  in  prices.    It  may  do  so 
gradually  and  imperceptibly  at  first;    in   the 
hourly  variations  of  prices,  it  may  not,  perhaps, 
be  perceived  at  first ;  Just  as  when  the  waves  are 
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breaking  on  the  shore,  it  is  impossible  to  tell 
whether  the  great  tide  is  advancing  or  receding ; 
bnt  if  it  continues  for  any  length  of  time,  dl 
traders  begin  to  feel  it  instinctively.  It  is  im- 
possible, perhaps,  to  point  ont  the  precise  influ- 
ence  in  any  particular  transaction ;  but  yet  it 
makes  itself  felt  in  commercial  operations,  by  a 
general  rise  in  prices.  The  fact  is,  that  when  the 
operation  was  done,  and  the  production  exposed 
for  sale,  it  was  expected  and  calculated  that  a 
certain  portion  of  currency  would  be  appropriated 
to  its  purchase.  But  if  people  do  not  want  the 
article,  that  portion  of  currency  is  not  appro- 
priated to  its  purchase;  the  producer  loses  his 
capital,  and  the  currency  remains  in  circulation ; 
and  the  increased  quantity  of  it  gradually  enters 
into  tibe  prices  of  other  commodities,  aggravating 
them  and  swelling  them  up.  Now,  when  this  is 
the  case — when  the  currency  is  made  of  a  material 
which  has  universal  value,  nature  herself  provides 
the  remedy.  When  commodities  rise  in  price  in 
this  country  beyond  their  prices  in  foreign  coun- 
tries, besides  the  cost  of  transporting  them  here, 
they  will  be  imported,  and  the  extra  quantity 
thrown  upon  the  market  diminishes  their  price, 
both  by  altering  the  ratio  of  supply  and  demand, 
as  well  as  by  removing  the  quantity  of  currency 
necessary  to  pay  for  them,  from  circulation,  untU 
the  general  equilibrium  is  again  restored  between 
commodities,  currency,  and  what  it  represents. 
Bnt  if  the  currency  be  made  of  a  material  which 
has  only  a  local  value,  like  paper,  this  great  re- 
storing process  of  nature  cannot  take  phuce.  The 
Quantity  of  currency  remains  the  same,  while  the 
ebt  it  represents  is  diminished.  The  consequence 
is  a  general  diminution  in  the  value  of  the  whole 
corrency — all  that  portion  of  the  currency  which 
has  oniversal  value  is  driven  out  of  circulation — 
then  follows  a  great  rise  in  the  market  price  of 
bullion,  and  as  a  necessary  consequence,  a  faU  in 
the  foreign  exchanges. 

56.  The  preceding  observations  enable  us  to 
aflix  a  definite  meaning  to  an  expression  which 
is  very  common  in  all  currency  discussions, 
namely,  over-issues.  We  have  never  seen  any 
attempt  to  define  what  an  over-issue  is,  and  yet  it 
is  a  phrase  in  constant  nse.  Now,  over-issues  in 
seneral  must  consist  of  specific  instances  of  over- 
issue in  particular  cases.  Now,  from  the  pre- 
ceding considerations,  the  sense  we  afSx  to  the 
expression  "  over-issue,"  is  an  advance  made  upon 
an  unsuccessful  operation,  or  the  **  purchase  of  a 
bad  debt."  Every  quantity  of  currency  advanced 
to  promote  an  unsuccessful  operation,  or  which 
purchases  a  bad  debt,  alters  the  proportion  be- 
tween the  currency  and  the  debt  it  represents. 
Each  specific  instance,  then,  of  such  on  operation 
18  an  "over-issue,"  and  the  expression  "over- 
issne"  or  "  excessive  issue"  has  no  other  meaning. 

57.  The  foregoing  considerations  also  shew  the 
&llacy  of  the  expression  ''good  bills."  In  a 
banker^s  sense,  a  ^  good  bill"  means  simply  a  bill 
which  is  duly  paid  by  the  proper  party  at  ma- 
turity. It  is  not  the  smallest  consequence  to  him 
whether  the  transaction  out  of  which  it  originated 
is  a  profit  or  a  loss  to  the  person  who  incurred 
the  obligation,  as  long  as  he  is  paid.  But  if  the 
expression  ''  good  bill"  be  taken  in  a  more  ex- 
tended and  philosophical  sense,  to  denote  a  bill 
upon  which  it  is  safe  to  issue  currency,  it  is  a 
yery  different  matter  indeed;  for  then  a  "good 


bill"  can  only  mean  one  generated  by  a  successful 
operation.  And  these  views  are  entirely  borne 
out  by  the  course  of  the  Bank  of  England  and  the 
country  banks  subsequent  to  the  Bullion  Beport. 
It  was  contemptuously  rejected  by  Parliament, 
and  what  was  the  consequence?  The  years 
which  followed  it  were  those  of  excessive  specu- 
lation in  all  branches  of  commerce,  which  it  is 
well  known  were  followed  by  immense  losses,  and 
the  paper  currency,  which  was  issued  to  advance 
these  unsuccessful  operations  kept  continually 
falling  to  a  heavier  discount,  until  an  immense 
destruction  of  these  currency  issuers  took  place  in 
1816,  and  the  quantity  of  the  paper  cuiTency  that 
was  thus  destroyed,  raised  the  value  of  the  remain- 
der to  par,  or  within  a  very  small  fraction  of  it. 

58.  The  preceding  considerations,  too,  shew 
the  excessive  danger  of  making  the  Wecdih  of 
Nations  a  text  book  of  Political  Economy  at  the 
present  day,  by  those  who  have  not  followed 
minutely  the  stream  of  discussion  since  it  was 
published.  The  chapter,  from  which  this  theory 
is  taken,  has  sdways  been  referred  to  as  one  of 
conspicuous  excellence  in  that  work,  and  yet  if 
it  be  examined  with  that  critical  minuteness 
which  a  work  of  science  demands,  it  will  be  found 
that  its  eminent  author  had  never  made  himself 
master  of  the  details  of  Banking,  and  that  it  con- 
tains two  theories  which  are  inconsistent  with 
each  other,  and  both  of  which  are  erroneous. 

On  the  objections  of  Mr,  James  Deacon  Hume^ 
and  Mr.  Tooke  to  certain  allegations  in  the  Bullion 
Report, 

59.  The  Bullion  Beport  called  forth  clouds  of 
hostile  pamphlets,  which  stoutlv  denied  the  fact 
of  the  depreciation  of  the  Bank  Note.  These  we 
shall  pass  over  without  notice,  because  the  reason- 
ing of  the  Beport  on  its  main  point,  was  so  con- 
clusive, that  when  fairly  weighed  by  competent 
and  impartial  men,  it  was  sure  to  come  triumph- 
ant ont  of  the  discussion.  This  is  just  what  hap- 
pened. In  1811,  the  immense  majority  of  the 
commercial  world  rejected  it,  in  1819,  the  whole 
commercial  world  adopted  it,  with  scarcely  a 
dissentient  voice.  The  main  fact,  therefore,  of 
the  depreciation  of  the  Bank  Note  is  now  ac- 
knowledged to  have  been  proved  beyond  cavil 
or  dispute. 

Bnt  two  eminent  Economists  who  are  thorough- 
ly attached  to  its  general  principles,  namely  Mr. 
James  Deacon  Hume  and  Mr  Tooke,  have  brought 
objections  of  a  very  grave  character  against  some 
of  its  assertions,  and  as  these  objections  are  well 
founded,  we  must  state  them. 

60.  In  the  speech  of  Mr.  Horner,  introducing 
the  resolutions  founded  on  the  Bullion  Beport  in 
the  House  of  Commons,  he  maintained  that  corn 
was  the  best  measure  of  Value.  (Uobneb.)  When 
therefore  he  saw  the  extraordinary  price  to  which 
corn  had  reached  in  1810,  and  1811,  he  assumed 
that  as  a  convincing  proof  of  the  depreciation  of 
the  currency,  in  adaition  to  the  rise  in  the  market, 
or  paper,  price  of  gold  bullion.  And  without 
enquiry,  as  we  have  seen  above,  the  Beport  as- 
sumes that  a  depreciation  of  the  currency  would 
cause  the  price  of  all  commodities  to  rise.  The 
framers  of  the  Bullion  Beport  looking  only  at  the 
prices  of  corn  and  meat,  found  that  they  had 
greatly  risen,  and  they  assume,  and  state,  that 
the  prices  of  aU  commodities  had  risen. 
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61 .  Now  there  was  no  evidence  adduced  on  that 
point.  There  was  no  general  inquiry  made  into 
the  prices  of  all  commodities,  and  Mr.  Hume  and 
Mr.  Tooke,  npon  inquiry  into  the  facts  of  the 
case,  have  satisfactorily  proved  that  the  statement 
is  wholly  unfounded.  Mr.  Hume,  to  whom  so 
many  practical  economical  reforms  are  due, 
(Hums,  James  Dbagon,)  addressed  several 
letters  under  th^  signature  of  H.  B.  T.  to  the 
Morning  Chronicle^  in  the  winter  of  1833-34, 
which  have  been  republished  in  his  recent  mem- 
oirs by  Mr.  Badham.  One  of  these  fLife,  p.  99,^ 
touches  upon  the  question  of  depreciation.  "It  is 
a  most  extraordinary  thing  that  the  people  of 
England  should  have  so  strangely  mystified  them- 
selves on  the  subject,  as  to  have  imbibed  a  gen- 
eral impression,  that  all  things  were  dear  during 
the  time  that  gold  was  dear ;  for  there  never  was 
a  greater  mistake,  and  yet  no  man  speaks  ten 
sentences  upon  the  currency  question  without 
talking  of  the  high  *war  prices*  as  applicable 
to  all  commodities.  Some  descriptions  of  goods 
were  certainly  exceedingly  dear ;  but  then  others 
were  most  oppressively  cheap ;  and  the  charac- 
teristic line  to  be  drawn  between  them  will  be 
found  to  be  a  very  curious  one,  when  we  come  to 
examine  the  distinction  with  reference  to  the 
question  at  issue."  And  Mr.  Tooke,  in  Vol.  IV 
p.  113  of  his  invaluable  History  of  Prices,  ffives 
a  table  of  the  prices  of  a  long  list  of  articles, 
which  had  immensely  fallen  in  ISll,  from  what 
they  had  been  in  several  preceding  years.  How 
then,  say  these  excellent  writers,  can  the  Bullion 
Report  assert  that  the  prices  of  all  commodities 
had  risen  in  the  face  of  the  undoubted  fact  that 
an  immensely  large  list  had  oppressively  fallen  ? 
And  by  which  class  of  articles  are  we  to  judge  of 
the  depreciation  ? 

62.  The  objection  to  the  assertion  of  the  Bullion 
Report  is  unanswerable,  and  yet  it  is  not  a  con- 
clusive answer  to  the  principles  of  the  Report. 
The  reply  is  obvious — granting  that  the  nominal 
or  paper  price  of  these  articles  had  fallen,  still  if 
the  currency  had  not  been  depreciated,  the  price 
would  have  fallen  still  lower.  Even  in  the  de- 
pressed state  in  which  they  were,  their  prices  were 
still  above  theii*  proper  level. 

63.  But  the  fact  is,  the  error  lay  with  the 
Bullion  Report  in  mixing  up  two  distinct  tests  of 
the  depreciation  of  the  currency,  one  of  which  is 
extremely  simple  and  perfectly  conclusive ;  but 
the  other  is  extremely  complicated,  and  by  no 
means  conclusive.  The  variations  of  the  prices  of 
commodities  are  so  complex,  and  are  influenced 
by  so  many  obscure  causes,  that  except  in  very 
extreme  cases,  (like  those  of  the  French  Assig- 
nats,  and  the  American  continental  money)  it  is 
a  very  dangerous  argument  indeed  to  draw  any 
conclusion  as  to  the  depreciation  of  a  paper  cur- 
rency from  the  price  of  commodities  in  the  first 
instance. 

64.  In  fact,  the  Bullion  Report  lays  itself  open 
to  a  retort  from  those  who  held  the  general 
opinion  then  held,  and  expressed  by  Mr.  Cham- 
bers, who  said  that  he  did  not  consider  gold  a 
fairer  standard  to  estimate  the  value  of  the  bank-' 
note  than  indigo  or  broadcloth,  or  any  other 
commodity. 

65.  But  the  real  criterion  in  the  case,  and  the 
only  one  on  which  certain  reliance  can  be  placed, 
was  well  expressed  by  Mr.  Marshall  before  the 


Irish  Exchange  Committee  in  1804  (Bahking  nc 
Isfii^AND,  §  355).  ^^Bank'notes  are  issued  as  a 
promise  to  be  equal  to  gold  currency,  and  they  must 
follow  all  the  variations  of  the  value  of  gold,  pari 
passu,  whatever theyare. 

66.  Hence  the  luullion  Report  should  have 
confined  itself  to  the  establishment  of  the  fact  of 
the  dift'erence  in  the  paper,  and  the  money,  price 
of  gold  bullion.  And  the  next  point  should  have 
been  to  ascertain  whether  there  was  a  difference 
in  the  prices  of  commodities  genendly,  tiurongfa- 
out  the  country,  between  payments  made  in  paper 
or  gold.  These  are  the  real  criteria  on  the  sub- 
ject ;  and  there  was  abundant  evidence  brought 
forward  in  the  debate  on  the  report,  that  in  the 
sale  of  commodities  generally,  there  was  then 
actually  existing  a  dinerence  between  the  paper 
and  the  money  price.  The  whole  force  of  the 
evidence  should  have  been  thrown  on  that  point, 
and  if  this  had  been  shown,  as  it  undoubtedly 
might,  it  would  have  proved  beyond  cavil  and 
dispute  the  fact  of  the  depreciation. 

Does  the  Bank  Act  of  1844  carry  out,  or  is  it 
in  accordance  with,  the  principles  of  the  Bullion 
Report  f 

67.  We  shall  now  investigate  a  question  of  the 
utmost  importance.  Every  one  knows  that  the 
supporters  of  the  Bank  Act  of  1844  strenuously 
maintain  that  it  is  the  complement  of  the  Act  of 
1819,  and  in  strict  accordance  with  the  prin- 
ciples of  the  Bullion  Report.  We  shall  now 
endeavour  to  estimate  the  correctness  of  this 
assei'tion. 

68.  We  need  scarcely  remind  our  readers  that 
the  Bank  Act  of  1844  strictly  limits  the  power  of 
issue  of  the  Bank  to  ^14,000,000  (since  slightly 
augmented  in  consequence  of  the  discontinuance 
of  other  issuing  banks),  together  with  an  equal 
quantity  of  notes  to  the  bullion  in  its  possession. 
It  thus  specially  prohibits  any  excess  beyond 
that  amount  under  any  circumstances  whatever ; 
and  though  the  amount  no  doubt  varies,  it  is 
strictly  limited. 

69.  Is  this  in  accordance  with  the  principles  of 
the  Bullion  Report  ? 

There  is  no  one  who  has  read  the  preceding 
analysis,  but  can  fail  to  see  that  it  is  in  diame- 
trical opposition  to  several  of  its  fdndamental 
doctrines. 

I.  The  Bullion  Report,  after  discussing  the  two 
most  important  commercial  crises  which  had  oc- 
curred before  its  tune,  namely,  those  of  1793  and 
1797,  declares  its  opinion  that  the  excessive  limi- 
tation of  discounts  at  those  times  greatly  aggra- 
vated the  distress,  and  says  that  in  certain  crises 
to  which  our  paper  credit  is  exposed,  an  etdarge- 
mentof  accommodation  is  the  true  remedy,  and  tSat 
too  severe  a  contraction  may  lead  to  general  ruin. 

In  the  crisis  of  1825,  this  very  severe  contrac- 
tion was  attempted,  and  the  country  was  just  on 
the  brink  of  general  ruin,  when  the  Bank  en- 
larged its  accommodation,  and  the  country  was 
saved. 

The  Bank  Act  of  1844  strictly  prohibits  this 
enlai'ged  accommodation  in  times  of  commercial 
crisis. 

In  1847  there  was  a  great  commercial  crisis. 
At  last,  it  was  felt  that  if  the  Act  of  1844  was 
not  set  aside,  general  ruin  would  foUow.  The 
Act  was  set  aside,  an  enlarged  accommodation 
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took  place,  in  accordance  with  the  doctrine  of  the 
Bullion  Report,  and  the  commercial  world  was 
preserved  from  rnin. 

In  the  still  greater  crisis  of  1857,  it  was  again 
felt  that  the  maintenance  of  the  Act  of  1844  for 
twenty-fbnr  honrs  longer  would  have  brought 
universal  ruin  on  the  commercial  world ;  it  was 
again  set  aside,  and  the  doctrine  of  the  Bullion 
Report  again  reverted  to. 

Is  the  Bank  Act  of  1844  in  accordance  with 
the  doctrine  of  the  Bullion  Report  ? 

70.  11.  The  Bullion  Rep<^rt  declares  that  the 
mere  numerical  amount  of  notes  in  circulation 
at  any  time  is  no  criterion  whether  the  notes  are 
excessive,  or  not. 

The  theory  of  the  supporters  of  the  Act  is,  that 

'  the  notes  in  circulation  ought  to  be  exactly  equal 

to  what  the  gold  coin  would  be  if  there  were  no 

notes,  and  any  quantity  above  that  is  an  excess 

and  a  depreciation  of  the  currency. 

Is  this  principle  of  the  supporters  of  the  Act 
in  accordance  with  the  principles  of  the  Bullion 
Report? 

71.  III.  The  Bullion  Report  declares  that  the 
sole  criterion  of  the  depreciation  of  the  paper 
currency  is  to  be  found  in  the  price  of  gold 
bullion,  and  in  the  state  of  the  foreign  exchanges. 

According  to  the  supporters  of  the  Bank  Act, 
the  tme  criterion  is  whether  the  paper  exceeds 
the  quantity  of  coin  it  displaces. 

Is  the  theory  of  the  supporters  of  the  Bank 
Act  in  accordance  with  the  doctrine  of  the 
Bullion  Report  ? 

72«  lY.  It  was  proposed  as  a  remedy  to  the 
Bullion  Committee,  that  a  positive  limit  should 
be  placed  on  the  issues  of  the  Bank.  The 
BnUion  Report  specially  condemns  any  positive 
limitation  of  the  issues. 

The  Bank  Act  of  1844  specially  limits  the 
issues  of  the  Bank. 

Does  the  Bank  Act  of  1844  coincide  with  the 
principles  of  the  Bullion  Report  ? 

73.  On  these  fundamental  points,  therefore, 
the  Bank  Act  of  1844  is  in  direct  opposition  to 
the  principles  of  the  Bullion  Report,  and  we 
think  that  ample  experience  has  proved  the 
greatly  superior  wisdom  of  the  Bullion  Report. 

74.  The  following  principles  are  not  only  main- 
tained in  the  Bullion  Report,  but  were  adopted 
by  all  the  most  eminent  authorities  of  the  period, 
and  especially  by  the  framers  of  the  Act  of  1819 ; 
and,  we  believe,  contain  the  true  principles  of  the 
subject. 

I.  That  there  are  periods  of  commercial  crisis 
when  an  enlarged  accommodation  is  the  true 
remedy. 

II.  That  at  such  periods  an  absolute  limit  of 
the  issues  of  the  Bank  greatly  aggravates  the 
crisis,  and  if  continued  beyond  a  certain  time, 
will  certainly  bring  on  universal  ruin. 

III.  That  the  numerical  amount  of  notes  in 
circulation  is  no  absolute  criterion  of  their  excess. 

rv.  That  the  true  criterion  of  the  paper  cur- 
rency is  to  be  found  in  the  state  of  the  foreign 
exchanges  and  in  the  price  of  gold  bullion. 

v.  We  have  shewn  that  it  was  the  neglect  of 
this  latter  law  that  has  been  one  of  the  main 
causes  of  those  dreadful  commerciid  crises  in  this 
country.    (Crisis,  Commjiscial.) 

YI.  That  the  true  controlling  power  of  the 
paper  currency,  or  credit,  is  to  be  found  in  the 


Rats  or  Discount,  which  is  to  be  adjusted  to 
the  state  of  the  foreign  exchanges.  We  have 
shewn  under  Discount,  by  abundant  historical 
evidence,  that  it  is  capable  and  effectual  in 
doing  so. 

BUHN.  THOHAS. 

Remarks  on  the  necessity  and  the  means  of  ex' 
anguishing  a  large  portion  of  the  National  Debt. 
Bath,  1828. 

BTJBATy  JTTLES.  A  civil  engineer,  bom  at 
Paris.  He  has  long  been  a  contributor  to  com- 
mercial periodicals— the  Journal  de  Commerce^ 
the  Dictionnaire  de  Commerce  et  des  Marchandises^ 
and  to  the  Revue  dEconomie  Politique^  published 
by  Theodore  Fix,  from  1833  to  1836. 

Exposition  de  V Industrie  Frangaise,  annie  1844, 
description  methodique  accompagnee  dun  grand 
nombre  de  planches^  et  de  vignettes^  de  la  liste  des 
recompenses^  et  dun  historique  sur  les  expositions, 
Paris,  1845. 

BUECHABDT,  B. 

JEntwerp  eines  Finanz^plans  zur  Beseiiigung 
des  allgemeinen  herrshenden  Geldenangels.  Ber- 
lin, 1848. 

BXJBET,  AirronrE  EUOENE.     Bom  at 

Troyes,  6th  October,  1810.  A  writer  of  much 
promise,  who  died  young.  He  was  an  able  con- 
tributor to  the  Journal  des  Fconomistes.  He  died 
23rd  August,  1842. 

De  la  misire  des  classes  laborieuses  en  France 
et  en  Angleterre^  de  la  nature  de  la  misere^  de  sou 
existence,  de  ses  effets^  de  ses  causes^  et  de  TiiksuM' 
sance^  des  remedes  qtCon  hii  a  opposes  jusquC  lei^ 
avec  Vindication  des  moyens  propres  d  en  affrasi" 
chir  les  societes.    Paris,  1841. 

This  work  received  a  gold  medal  from  the 
Academy  of  Moral  and  Political  Sciences  in  the 
Institute  of  France. 

Question  dAfrique,  De  la  double  conquete  de 
VAlgeriCy  par  la  guerre  et  la  colonisation,  suivi 
dun  examen  critique  du  gouvemement,  de  Padmin' 
istration^  et  de  la  situation  coloniale*    Paris,  1842. 

BITTEB,  CASPAB. 

Die  Weckselmatrikel  des  KMglich  hayerischen 
Wechselgerichte  Bamberg,    Bambei'g,  1845. 

BTTROES,  T&ISTBAM. 

Address  to  the  Rhode  Island  Society  for  the 
encouragement  of  domestic  industry.  Providence, 
1842. 

BTTEEE,  EDMXnn),  is  distinguished  as  the 
first  British  statesman  who  had  any  knowledge 
of  Political  Economy.    He -was  born  iu  Dublin 
on  the  12tib  of  January,  1729  or  1730,  the  son  of 
an  attorney  in  large  practice.    Of  a  family  of 
fifteen,  only  four  survived  infancy.    As  £dmund*8 
health  was  delicate,  and  shewed  a  tendency  to 
consumption,  he  was  sent  out  of  town  to  Castle 
Town  Roche,  near  the  castle    of   Spenser,  to 
whom  his  mother  claimed  a  relationship.     At  12 
years  of  age^  he  was  removed  to  Ballitore,  about 
30  miles  from  Dublin,  where  he  was  placed  at  a 
school  kept  by  an  eminent  quaker  named  Shack- 
leton.     Burke  was  early  distinguished  for  indus- 
try, power  of  memory,  and  facility  of  acquisition, 
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and  he  shewed  that  warmth  of  heart  which  bo 
nobly  distingnished  him  afterwards.  He  formed 
a  warm  attachment  with  the  son  of  his  school- 
master, and  continued  it  till  his  death  in  1792. 

In  1744,  he  entered  Trinity  College,  Dublin, 
where  he  continued  the  same  industrious  course 
as  at  school ;  and  though  he  is  not  said  to  haye 
been  distin^ished  as  a  classical  scholar,  he  gave 
much  of  his  time  to  the  study  of  history,  moral 
and  political  philosophy,  and  metaphysics.  He 
also  took  a  leading  part  in  the  Historical  Society, 
which  was  then  founded,  and  like  its  counterpart, 
the  Speculative  Society  in  Edinburgh,  numbered 
amongst  its  members  many  of  the  most  distin- 
guished men  of  the  day. 

In  1750,  he  came  to  London,  and  entered  him- 
self as  a  student  at  the  Middle  Temple,  as  his 
father  had  set  his  heart  upon  his  being  dis- 
tinguished as  an  English  lawyer.  He  stiU  con- 
tinued as  industrious  as  ever ;  but  he  pursued  too 
wide  a  range  of  study  to  be  consistent  with  that 
exclusive  devotion  to  the  law  which  is  indispen- 
sable to  success  at  the  bar.  He  seems  soon  to 
have  abandoned  the  idea  of  following  it  up  as  a 
profession,  to  his  father^s  great  annoyance. 

In  1756,  he  published  anonymously  his  FtWt- 
eation  of  Natural  Society^  a  satirical  attack  on 
modem  society,  in  the  manner  of  Bolingbroke. 
The  parody  was  so  well  done,  that  it  is  said 
several  men  of  eminence  were  deceived,  and  took 
it  really  to  be  written  by  Bolingbroke.  In  the 
same  year  he  published  his  Inquiry  into  the  origin 
of  our  Ideas  of  the  Sublime  and  Jaeautifid.  The 
application  he  bestowed  in  producing  these  works 
injured  his  health,  and  he  went  to  Bath  to  recruit. 
He  was  received  into  the  house  of  a  countryman 
of  his  own,  Dr.  Nugent,  whose  daughter  he  after- 
wards married. 

In  1 757,  he  contemplated  emigrating  to  America, 
but  fortunatelv,  was  diverted  from  his  purpose. 
His  writings  began  to  make  him  known,  and  in 
1758,  he  was  engaged  by  Dodsley  to  superintend 
the  publication  of  the  Annual  Register  then  com- 
menced, and  his  rising  fame  procured  for  him  the 
friendship  of  Johnson,  Lord  Lyttleton,  Jenyns, 
Revnolds,  and  Adam  Smith. 

In  1761,  through  the  influence  of  Lord  Charle- 
mont,  he  was  made  private  Secretary  to  '^single 
speech**  Hamilton,  the  Secretary  for  Ireland, 
who,  in  1763,  obtained  a  pension  of  £300  a  year 
for  him  on  the  Irish  establishment. .  But  he  did 
not  long  enjoy  it.  Hamilton  gave  him  very  soon 
to  understand  that  he  considered  him  as  bound  to 
him  for  life.  Burke  was  of  far  too  independent 
a  nature  to  submit  to  this,  and  resigned  his  pen- 
sion, and  a  complete  rupture  followed  between 
them. 

At  this  period  Burke*s  goodness  of  heart  dis- 
played itself  in  a  veir  striking  manner.  Having 
discovered  in  a  poor  Irish  lad  named  Barry,  what 
he  considered  great  promise  of  artistic  talent, 
Burke,  though  in  very  straitened  circumstances 
himself,  took  upon  himself  the  charge  of  his  edu- 
cation, and  sent  him  to  Rome,  where  he  remained 
for  several  years  studying,  without  earning  a 
farthing  for  himself.  On  his  retui'n  Burke  did 
everything  he  could  to  advance  him. 

The  poet  Crabbe,  too,  owed  his  advance  entirely 
to  Burke.  The  unfortunate  young  man,  being  in 
the  last  state  of  destitution,  aadressed  manuscripts 
of  his  poems  to  several  of  the  leading  statesmen  of 


the  day,  and  met  with  nothing  bat  neglect  In 
a  happy  moment  he  sent  them  to  Burke,  with  a 
modest  note  stating  his  distress,  and  the  repulses 
he  had  met  with.  Burke  though  then  engaged  in 
the  very  keenest  political  contest,  immedutely 
attended  to  the  distressed  poet.  He  read  and 
approved  the  poem,  and  sent  for  the  author,  and 
took  him  into  his  own  house,  and  maintained  him 
until  he  was  able  to  turn  his  talents  to  some  ac- 
count. He  selected  and  corrected  his  verses,  and 
introduced  him  to  Reynolds,  Johnson,  and  other 
eminent  persons.  His  poems  were  published 
under  Burke*s  patronage  in  1782,  and  Crabbe 
subsequently  got  several  livings  through  his  in- 
fluence. These  deeds  deserve  to  be  recorded  to 
shew  the  nature  of  the  man. 

Burke,  having  thus  quarreled  with  Hamiltott, 
returned  to  London,  and  became  an  assiduous 
attendant  in  the  gallery  of  the  House  of  Ccmmons^ 
and  particularly  studied  Political  Economy. 

At  length  the  way  was  opened  for  him  to  reap 
the  reward  of  so  much  toil.  In  July,  1765,  the 
Grenville  administration  came  to  an  end.  Lord 
Rockingham  was  made  premier,  and  be  imme- 
diately appointed  Burke  as  his  private  secretarj. 
Lord  Yerney  returned  him  to  Farliament  for  his 
nomination  borough  of  Wendover. 

In  January,  1766,  he  made  his  first  speech  oa 
behalf  of  America.  His  success  in  the  House  was 
immediate  and  immense.  All  the  Parliamentary 
leaders  were  amazed.  And  his  reputatlcii  rose 
higher  and  higher  after  every  address.  In  July, 
1766,  the  Rockingham  administration  came  to  an 
end;  and  Chatham,  who  succeeded  him,  was 
anxious  to  offer  Burke  a  place  in  the  new  minis- 
try ;  but  he  adhei^ed  to  his  political  frienda^  and 
went  out  of  the  way  to  avoid  the  temptation. 

In  1767,  he  purchased  an  estate  of  600  acres  in 
Buckinghamshire,  for  which  he  paid  «£20,000. 
There  is  no  doubt  that  Lord  Rockingham  ad- 
vanced him  part  of  the  purchase-money,  and  at 
his  death  the  bond  was  found  cancelled.  Although 
there  does  not  seem  to  have  been  anything  im- 
proper in  this  transaction,  it  was  always  nutde  a 
subject  of  much  malignant  censure  by  his  enemies. 

In  1768,  Mr.  Grenville  either  wrote,  or  caused 
to  be  written,  a  defence  of  Lord  Bute*s  adminis- 
tration, in  a  pamphlet  entitled,  ITte  present  State 
of  the  Nation.  Burke  wrote  an  answer  to  it,  en- 
titled, Observations  on  a  late  Pamphlet^  entitled, 
ffc,  in  which  he  shewed  how  completely  he  haid 
mastered  the  subjects  of  commerce  and  finance. 

In  1770,  he  published  a  most  admirable  pamph- 
let, called  Thoughts  on  the  present  Discontents. 

In  1771,  he  was  appointed  agent  to  the  State  of 
New  York,  with  a  salary  of  a^ut  £1,000  a  year. 
During  the  American  War  he  uniformly  and 
strenuously  opposed  the  suicidal  ministerial  po- 
licy. Many  of  his  most  splendid  efforts  were 
made  in  this  cause.  The  course  he  took  led  to  a 
difference  with  his  patron  Lord  Yerney,  and  he 
resigned  his  seat  for  Wendover.  Another  was 
provided  for  him  at  Malton;  but  after  he  had 
been  elected  for  Malton,  and  on  the  sixth  day  of 
the  poll  at  Bristol,  a  deputation  from  that  city 
arrived,  and  invited  him  to  stand.  He  imme- 
diately decided  to  accept  the  offer,  and  travelled 
day  and  night  till  he  reached  it,  and  was  returned 
on  the  27th  day  of  the  poll. 

In  1776-7,  the  Rockingham  part^,  seeing  all 
their  efforts  fruitless  to  stem  the  nunisterial  and 
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Bational  phrensy  on  the  American  war,  set  the  in- 
excusable  example  of  absenting  themselves  from 
Parliament.  This  course,  though  unfortunately 
imitated  by  Fox  and  the  Whig  party  several 
years  later  in  the  revolutionary  war,  has  now 
been  justly  and  universally  condemned. 

In  1788,  his  Free  Trade  views  led  him  to  sup- 
port the  n^laxation  of  the  impediments  upon  the 
trade  with  Ireland ;  but  his  narrow-minded  and 
selfish  constituents  took  deep  offence  at  this,  as 
well  as  his  enlightened  advocacy  of  the  claims  of 
the  Boman  Catholics,  and,  on  the  dissolution  of 
1780,  rejected  him.  He  then  took  reftige  at 
Malton,  and  sat  for  it  during  the  remainder  of  his 
Parliamentary  career. 

In  1779,  Burke  brought  forward  a  great  plan  of 
Econonucal  Beform.  Never  before,  probably, 
had  a  matter  of  di^  detail  been  adorned  with 
such  eloquence;  ana  it  even  gave  no  offence  to 
the  very  persons  whose  places  were  attacked. 
But,  speaking  from  the  opposition  benches,  such 
a  plan  had  no  chance  of  success.  The  speech, 
however,  created  the  warmest  admiration,  espe- 
cially in  Johnson  and  Dunning.  In  1782  the 
Bockingham  party  were  restored  to  power,  and 
Burke  was  made  paymaster  of  the  forces,  then 
the  most  lucrative  office  in  the  government,  and 
made  a  privy  councillor.  In  this  position  he 
carried  a  considerable  portion  of  his  measure  of 
economical  reform,  though  of  course  it  was  con- 
siderably curtailed. 

The  sudden  death  of  Lord  Bockingham  broke 
up  his  party,  and  Burke  assumed  his  old  place  in 
opposition  till  the  ill-starred  coalition  of  Fox  and 
Ix>rd  North,  when  he  was  again  made  paymaster. 
The  India  bill,  which  sealed  the  fate  of  that  poli- 
tical error,  is  said  to  have  been  a  plan  of  Burke's. 
The  skilful  tactics  of  Pitt  scattered  his  enemies 
to  the  winds;  and  the  generation  who  had  listened 
with  wonder  and  admiration  to  Burke  were  exiled 
for  ever  from  Parliament.  The  benches  were 
crowded  with  serried  ranks  of  fox-hunting  squires 
who  came  not  to  listen  to  Burke,  but  to  vote  with 
Pitt. 

In  1784^  the  University  of  Glasgow  elected  him 
Lord  Bector. 

In  1786,  Burke  entered  on  the  most  memorable 
event  of  his  life — ^the  prosecution  of  Warren 
Hastings— and  in  1789  the  French  Bevolution 
broke  out,  which  two  events  almost  exclusively 
absorbed  his  attention  for  the  rest  of  his  life.  For 
neither  of  these  is  there  any  room  for  judgment 
here.  There  can  be  no  doubt  of  his  intense  sin- 
cerity in  both.  The  latter,  indeed,  was  pursued 
with  a  vehemence  and  frenzy  which  totally 
severed  him  from  the  affections  of  a  lifetime,  and 
wad  indeed  scarcely  consistent  with  rationality. 

In  1790,  his  ReflectUnu  on  the  Revolution  in 
France  was  published,  the  most  gorgeous  of  all 
his  writings.  In  a  single  year  30,000  copies  were 
sold.  Most  of  the  crowned  heads  in  Enrope  loaded 
him  with  favors  and  presents.  The  Universities 
were  equally  enthusiastic.  To  this  subject  the 
greater  part  of  his  future  writings  were  devoted ; 
and  they  bore  no  remote  analogy  to  the  pictures 
of  Turner  in  the  latest  period  of  his  Ufe.  They 
were  nothing  more  than  pieces  of  gorgeous  color- 
ing, fi^m  which  all  traces  of  the  reality  of  nature 
bad  vanished. 

The  political  connection  between  Burke  and 
the  party  he  had  acted  with  all  his  life  had  been 


severed  in  the  progress  of  the  French  Bevolution, 
and  even  his  personal  friendships  were  dissolved. 
In  December,  1792,  Burke,  in  a  climax  of  feeling, 
formally  crossed  the  floor  of  the  House,  and  took 
his  seat  by  Pitt.  But  even  Pitt  was  far  too  luke- 
warm for  Burke. 

On  the  24th  September,  1795,  a  pension  of 
£1,200  a  year  was  conferred  on  him,  which  waa 
antedated  to  1793;  and  on  the  24th  October, 
1795,  two  others,  amounting  to  £2,500,  for  three 
lives,  and  antedated  to  July,  1793.  Of  all  men 
who  ever  received  a  pension,  few  were  better  de- 
serving of  it  than  Burke ;  but  it  is  sad  to  think 
that  it  was  given  him,  not  for  his  glorious  efforts 
to  stem  the  national  madness  about  the  American 
War,  but  for  the  most  mischievous  part  of  his 
whole  career,  and  the  one  which  has  met  with 
the  unanimous  condemnation  of  every  competent 
judge  since  his  time. 

Further  honors  were  intended  for  him.  He 
was  going  to  have  been  made  a  peer,  but  he  soon 
lost  all  tie  to  earthly  greatness.  In  1796,  he  was 
utterly  broken  by  Uie  loss  of  his  son,  a  man  cer- 
tainly of  talent,  whom  he  regarded  almost  with 
idolatry,  and  whom  his  excitable  imagination  had 
invest^  with  a  genius  which,  he  fondly  hoped, 
would  one  day  eclipse  his  own.  The  heart-broken 
father  was  not  long  in  following.  After  trying 
Bath  for  four  months,  without  benefit,  he  returned 
to  Beaconsfield  to  die;  and  in  July,  1797,  there 
were  laid  in  the  village  church,  remains  which 
had  contained  one  of  the  warmest  hearts,  the 
most  gorgeous  imaginations,  the  most  ardent 
spirits,  and  the  most  capacious  intellects  that 
ever  adorned  humanity. 

Ohservationa  on  a  late  publication  intituled^ 
^^The  present  State  of  the  Nation:'  London, 
1769. 

This  abounds  with  the  most  valuable  economi- 
cal details  of  the  condition  of  the  nation.  He 
shews  in  it,  how  clearly  he  saw  the  fallacy  of  the 
Balance  of  Trade.  '^  On  this  state  the  reader  will 
observe  that  I  take  the  imports  from^  and  not  the 
exports  to^  these  conquests,  as  the  measure  of  the 
advantages  which  we  derived  from  them." — **  So 
that  our  imports  from  them,  and  not  our  export, 
ouffht  always  to  be  considered  as  their  true  value ; 
and  this  corrective  ought  to  be  applied  to  all 
general  balances  of  our  trade  which  are  formed  on 
the  ordinary  principles."  In  fact,  this  is  exactly 
in  accordance  with  the  fundamental  principles  of 
the  system  of  Political  Economy  we  are  endea- 
vouring to  enforce,  that  it  is  not  the  labor  which 
gives  value  to  any  product  but  the  quantil^  of 
things  that  can  be  had  in  exchange  for  it.  Thus 
the  consequences  of  fundamental  principles  ap- 
pear in  cases  where  they  are  least  expected.  And 
this  is  in  direct  contradiction  to  the  principles  of 
the  second  school  of  Political  Economy  which  held 
that  labor  was  the  cause  of  value.  (Fobbiqh 
Tbajds:  BiCAJiDO.)* 

He  also  clearly  saw  the  rotten  state  of  the 
finances  of  France,  and  utters  a  prophecy  which 
was  fully  verified  twenty  years  later.  **  Indeed, 
under  such  extreme  straitness  and  distraction 
labours  the  whole  body  of  their  financ^,  so  far 
does  their  charge  outrun  their  supply  in  every 
particular,  that  no  man,  I  believe,  who  has  con- 
sidered their  affairs  with  any  degree  of  attention 
or  information,  but  must  hourly  look  for  some  ex- 
traordinary convulsion  in  that  whole  system ;  the 
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effect  of  which  on  France,   and   even  on  all 
Europe,  it  is  difficult  to  conjecture." 

Speech  on  American  Taxation  in  1 774. 

Tujo  letters  to  Gentlemen  in  the  City  of  Bristol 
on  the  Bills  depending  in  ParlicmierU  relative  to  the 
trade  of  Ireland,     1778. 

In  these  letters,  Bnrke's  enlarged  mind  ap- 
pears well.  The  miserable  jealousy  of  the  Bristol 
traders  wanted  to  keep  down  the  Irish  commerce. 
Burke  said,  ^^But  your  profit  and  theirs  must 
coincide.  Beggary  and  bankruptcy  are  not  the 
cii'cumstances  which  invite  to  an  intercourse  with 
that,  or  any  other  country ;  and  I  believe  it  will 
be  found  invariably  true  that  the  superfluities  of 
a  rich  nation  furnish  a  better  object  of  trade  than 
the  necessities  of  a  poor  one.  It  is  the  interest 
of  the  commercial  world  that  wealth  should  be 
found  everywhere."  These  may  sound  like  tru- 
isms now,  but  they  were  paradoxes  tlien. 

Speech  on  presenting  to  the  House  of  Commons 
a  plan  for  the  better  security  of  the  independence 
of  Parliament^  and  the  economical  reformation  of 
the  civil  and  other  establishments,    Feb.,  1780. 

This  abounds  with  valuable  details  of  the  Eco- 
nomical state  of  the  nation. 

Thoughts  and  details  on  scarcity.     1795. 

An  admirable  tract  full  of  the  soundest  eco- 
nomical doctrine. 

Besides  the^e  tracts,  which  are  specially  on 
economical  subjects,  numerous  other  important 
doctrines  incidentally  occur.  Among  others  we 
may  mention  that  in  the  Reflections  on  the  Revo- 
lution in  JPrflwce,  where  he  sees  that  money  is 
general  credit.  He  denounces  the  assignats 
which  were  substituted  "  in  lieu  of  the  two  great 
recognized  species  that  represent  the  lasting  con- 
ventional credit  of  mankind." 

BURir,  JAMES  DAWSON. 

Commercial  enterprise  and  social  progress, 
Loudon,  1858. 

BURN,  JOHN  ILDBRTON. 

Familiar  letters  on  population^  emigration^  home 
colonization.    London,  1832. 

BURN,  RICHARD,  LLD. 

The  History  of  the  Poor  Laws.     London,  1764. 

BURN,  RICHARD. 

Statistics  of  the  Cotton  Trade.    London,  1847. 

BURNBSS,  W. 

Essay  on  the  Elements  of  British  Industry  ^  ^c. 
London,  1848. 

BURNLEY,  WILLIAM  HARDIN. 

Observations  on  the  present  condition  of  the  Island 
of  Trinidad^  and  the  actual  state  of  the  experiment 
of  Negro  Emancipation.    London,  1842. 

BURT,  ALFRED. 

Life  Assurance ;  an  historical  and  statistical  ac- 
count of  the  population^  the  law  of  mortality^  and 
the  different  systems  of  Life  Assurance.  London, 
1849. 

BURTON,  JOHN  HILL.  The  son  of  an  offi- 
cer, was  educated  for  the  Scotch  bar,  and  passed 
advocate  in  1881.  He  very  early  became  a  zeal- 
ous supporter  of  Free  Trade  doctrines,  and  being 


on  friendly  relations  with  Colonel  (now  General) 
Thompson,  contributed  to  the  Westminster  Re- 
view in  1 833.  After  that  he  continued  to  support 
them  warmly  in  the  press,  and  became  acquainted 
with  Mr.  Cobden  and  the  Manchester  party  in 
1838,  when  they  were  just  commencing  that  appa- 
rently hopeless  agitation,  which,  from  a  remark- 
able combination  of  circumstances,  received  so 
magnificent  a  triumph  in  1846.  Besides  several 
works  on  professional  subjects,  Mr.  Burton  super- 
intended the  publication  of  Jeremy  Bentham*s 
works,  to  which  he  has  prefixed  an  introduction, 
containing  an  estimate  of  his  system  and  his 
merits.  He  has  also  published  in  general  litera- 
ture, The  Life  and  Correspondence  cf  David  Hume^ 
2  vols.,  1 846.  The  Lives  of  Lord  Lovat  and  Dun- 
can Forbes  of  Culloden,  1847.  Narratives  of  Cri- 
minal Trials  in  Scotland,  1852.  The  History  of 
Scotland  from  the  Revolution  to  the  extinction  of 
the  JacobOe  insurrection,  1688 — 174^,  2  vols., 
1853. 

In  searching  among  the  cellars  of  the  Advocate*s 
Library  in  Edinburgh,  Mr.  Burton  found  a  chest 
containing  all  the  books  and  accounts  relating  to 
the  too  famous  Darien  scheme,  the  Mississippi 
plan  of  Scotland.  A  selection  of  these  were  pub- 
lished by  the  Bannatyne  Club,  at  his  suggestion, 
in  1849. 

In  1854,  he  was  appointed  Secretary  to  the 
Prison  Board  of  Scotland. 

Political  and  Social  Economy^  its  practical  dp^ 
plications^  1849. 

The  outbreak  of  the  French  revolution  in  1848, 
gave  a  considerable  impulse  to  the  spread  of  So- 
cialistic principles  among  the  working  claBses  in 
this  country.  This  work  was  written  to  counter- 
act the  mischievous  tendency  of  such  doctrines, 
and  is  essentially  popular  in  its  character.  It 
very  properly  avoids  dealing  much  with  abstract 
doctrines,  but  explains  the  actual  working  of  eco- 
nomic principles  in  society.  Nevertheless,  al- 
though it  is  professedly  popular,  the  author  cannot 
help  occasionally  noticing  abstract  principles,  and 
on  such  occasions  we  are  happy  to  see  that  Mr. 
Burton's  doctrines  almost  invariably  coincide  with 
those  of  this  work. 

The  first  two  chapters  are  an  excellent  popular 
exposition  of  ^' Labor ;"  and  at  p.  23,  he  takes  the 
opportunity  of  shewing  the  fallacy  of  the  very 
generally  received  doctrine,  that  labor  is  the  mea- 
sure of  value.  ^  Labor  is  a  thing  too  varied,  and 
the  distinctions  between  its  different  aspects  are  of 
too  subtle  a  character,  to  admit  of  its  being  made 
an  actual  measure  of  value.  Speaking  of  the  labor 
that  seems  to  be  merely  mechanic^  shall  we 
measure  by  the  locksmith,  the  machine  maker, 
and  the  chaser  of  the  precious  metals,  or  shall  we 
measure  by  the  ploughman,  the  handloom  weaver, 
and  the  net  maker  ?  The  former  class  make  sums 
varying  fi*om  8s.  to  15s.  a  day,  and  even  more ; 
the  latter  keep  pretty  close  to  the  level  of  Is. 
When  we  come  to  the  field  of  intellectual  labor, 
we  find  still  wider  differences,  and  soon  see  that 
it  is  impossible  to  establish  labor  as  a  practical 
measure.  To  speak  of  a  thing  being  worth  a  day*8 
labor  generally,  is,  adopting  the  vulgar  but  dis- 
carded pecuniary  measure  of  value,  to  speak  of  it 
as  of  some  value  between  Is.  and  158.  Nor  shall 
we  be  more  successful  if  we  take  the  produce  of 
the  labor.  Who  can  compare  the  relative  worth 
of  ploughing  a  field,  the  weaving  of  a  web,  and 
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the  making  of  a  watch,  otherwise  (han  by  the  sums 
theu  wili  resjfeetively  bring  f  Thus,  practically, 
berore  it  can  itself  serve  as  a  measore,  labor  must 
be  meted  out  by  that  other  measure  of  value,  which 
is  considered  so  uncertain — ^money."  This  is  evi- 
dently the  very  doctrine  of  Aristotle ;  and  is  the 
very  point  which  we  maintain  (Labor  ;  Value), 
that  it  is  not  the  labor  which  gives  value  to  a  pro- 
duct, but  the  value  of  the  product  which  proves  the 
value  of  the  labor;  and  is  the  complete  refuta- 
tion of  the  docti*ines  of  Eicardo,  De  Quincey,  and 
McCuUoch. 

Mr  Burton  then  describes  the  decaying  con- 
dition of  those  laborers  who  set  themselves  against 
the  irresistible  progress  of  invention  and  improve- 
ment. The  recent  unhappy  strikes  in  London, 
prove  but  too  well,  how  greatly  the  doctrines  of 
this  chapter  have  still  need  to  be  inculcated  on 
the  working  classes. 

Mr.  Bui'ton  then  goes  on  to  shew  the  en*or  of 
the  doctrine  that  the  field  of  productiveness  is 
limited,  and  points  out  that  it  is  the  multiplica- 
tion of  the  wants  of  men  that  calls  forth  the 
increased  energies  of  the  industrial  population 
to  create  something  to  gratify  those  wants.  His 
conception  of  productive  labor  is  entirely  in  accor- 
dance with  our  own,  (Capital;  Peoduction.) 
At  p.  51,  he  says,  "We  lately  found  the  editor  of 
a  newspaper  calling  his  own  occupation  produc- 
tive, because  he  aided  in  producing  weekly  a 
broad  sheet  of  tangible  printed  paper,  while  he 
maintained  that  a  great  public  singer  was  an 
unproductive  laborer.  A  musical  enthusiast,  on 
the  other  hand,  who  took  an  hour  to  read  the 
newspaper,  and  did  not  remember  many  hours 
afterwards,  when  it  had  gone  to  light  the  household 
fires,  the  politics  he  had  read  in  it,  said  that  the 
public  singer  supplied  him  with  ideas,  and  pro- 
ducts of  science,  and  pleasurable  emotions,  that 
would  last  him  all  his  life.  WhcUever  society  pays 
foTy  and  ought  to  pay  for,  may  fairly  be  consiaered 
as  productive  labor  for  our  present  purpose ;  for 
though  there  are  no  tangible  objects  created  by  it, 
yet  it  contributes  in  the  end  to  the  increase  of  pro- 
duction. Whatever  tends  to  organize  and  civilize 
mankind  is  thus  productive;  and  it  would  be 
difficult  to  decide  what  proportion  of  the  majestic 
fruits  of  civilization,  which  lie  everywhere  around 
us,  wjB  owe  to  the  judges,  who  by  their  strict  en- 
forcement of  the  law,  have  protected  private 
liberty  and  property  from  oppression  and  plun- 
der, and  to  the  instructors  of  youth,  whe  have 
disciplined  our  citizens  to  fulfil  their  respective 
parts  in  life." 

This  is  the  very  doctrine  we  support.  And  in 
his  chapter  on  Capital,  Mr.  Burton,  in  strict 
accordance  with  the  preceding  extract,  fully 
acknowledges  the  existence  of  incorporeal  capital. 
'*  Let  us  remember  that  capital  is  not  limited  to 
the  collections  of  thousands  of  pounds  invested  by 
the  monied  aristocracy ;  it  exists  wherever  man 
possesses  facilities  from  past  labor,  whether  exer- 
cised by  himself,  or  by  those  who  allow  him  to 
have  the  benefit  of  it,  for  laboring  to  better  effect 
in  future.  A  carpenter's  well  equipped  tool-chest 
is  capital,  producing,  when  combmed  with  his 
labor,  a  far  higher  per  centage  than  the  sum  it 
cost  would  procure  for  an  idle  man  of  fortune. 
Education^  skiU^  even  good  principles^  are  capital; 
they  are  something  that  has  been  made  by  the  in- 
dividual who  enjoys  them,  or  by  othei's,  who  have 


communicated  their  benefit  to  him.  The  savage, 
when  he  has  made  a  bow,  and  fitted  it  with  a 
string  of  twisted  grass,  and  has  got  a  quiver  of 
arrows  made  with  reeds  and  pointed  with  ebony, 
is  a  capitalist.  Few  could  be  in  a  better  position 
for  estimating  the  efficacy  of  capital  than  a  New 
Zealander,  who,  depending  on  his  native  bones 
and  muscles  for  obtaining  food,  finds  himself  sud- 
denly possessed  of  a  bow  and  a  quiver  of  arrows. 
All  that  is  saved  from  labor  past,  is  an  accelerator 
of  labor  future.  The  saving  from  past  labor,  that 
enables  a  father  to  train  his  son  to  a  skilled  pro- 
fession, is  capital,  though  he  should  never  give 
that  son  a  farthing  in  the  shape  of  money.  If  the 
father  can  afiford  the  son  food  for  a  few  years, 
that  he  may  gain  strength  for  bodily  labor,  this 
also  is  capital.  Everything  that  endows  the 
human  being  with  more  than  the  naked  forked 
animal,  which  man  has  been  described  to  be, 
is  capital.  It  is  a  great  advantage  to  anyone 
to  have  capital  made  to  his  hand — it  is  the  uni- 
formly acknowledged  felicity  of  possessing  a  for- 
tune; but  there  is  always  a  person  who  has 
created  the  capital,  or  made  the  fortune :  and  in 
answer  to  all  statements,  that  the  quantity  of 
productive  labor  depends  on  the  amount  of 
capital,  we  have  to  set  forth  the  existence  of  the 
productive  labor  that  has  created  the  capital." 

This,  so  far  as  it  goes,  is  perfectly  accurate. 
We  have  shewn  that  fbt  only  past  labor,  which 
we  may  call  positive,  may  be  used  as  capital,  but 
also  its  opposite,  or  future  labor,  which  is  a  nega- 
tive, may  also  be  used  as  capital. 

Two  chapters  on  the  "  Working  Classes  "  con- 
tain much  excellent  advice  about  strikes,  and  the 
condition  and  duties  of  the  working  classes  to 
themselves. 

Mr.  Burton  then  examines  the  duties  of  wealth 
and  landed  property,  and  discountenances  the 
projects  which  some  ardent  writers  have  brought 
forwards,  for  transforming  the  country  into  pea- 
sant properties. 

A  chapter  on  "  Population  '*  successfully  con- 
troverts several  of  the  Malthusian  doctrines,  and 
shews  the  fallacy  upon  which  several  of  them 
rest.    (Population.) 

Mr.  Burton  then  combats,  in  a  commendable 
"  spirit  of  pure  hostility,"  the  Socialist  and  Com- 
munist doctrines,  of  which  he  avows  himself  the 
uncompromising  enemy  in  all  shapes  and  foims. 

The  next  chapters  disciiss  **  the  limits  of  the 
function  of  the  State"  and  "education."  In  the 
latter  the  author  thinks  that  children,  whose 
pai*ents  cannot  aJSbrd  it,  should  receive  education 
at  the  public  expense. 

A  discussion  on  "Pauperism  and  the  Poor 
Laws"  and  "Emigration"  conclude  the  work. 

We  have  said  that  the  above  work  is  especially 
intended  as  a  popular  exposition  of  the  subjects 
discussed  in  it.  We  have  reason  to  believe  that 
Mr.  Burton  meditates  a  more  extensive  work  on 
a  somewhat  similar  plan;  we  would  earnestly 
urge  on  him  to  proceed  with  it  while  yet  there  is 

time. 

Report  on  arrestment  of  Wages ;  the  ^ect  of 
abolishing  imprisonment  for  small  debts ;  and  the 
practice  of  truck  in  Scotland,     1853. 

This  is  a  report  prepared  in  obedience  to  the 
instructions  of  Lord  Advocate  Moncrieff,  in  1858. 

By  the  law  of  Scotland,  a  creditor  may  not  only 
proceed  against  his  debtor,  but  if  he  finds  out  any 
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person  who  holds  any  money  or  property  of  his 
debtor's,  he  may  arrest  it  in  his  hands.  This  prin- 
ciple is  unknown  to  English  law,  except  in  the 
city  of  London,  where  it  is  called  **  foreign  attach- 
ment," and,  we  believe,  in  a  few  other  places.  It 
has,  however,  to  some  extent,  been  adopted  in 
England  recently.  This  facility  for  ** arresting** 
money  in  the  hands  of  a  third  person,  before  it 
comes  into  the  hands  of  the  debtor,  has  opened  a 
door  for  a  very  wide  extension  of  the  credit  sys- 
tem among  the  working  classes  in  Scotland ;  and 
there  is  no  donbt,  in  a  great  many  instances,  has 
enabled  reckless  and  improvident  men  to  obtain 
credit,  where  they  never  would  otherwise  have 
done  so.  The  merits  and  demerits  of  this  system, 
in  a  social  point  of  view,  have  been  fiercely  con- 
tested. And,  like  in  many  other  social  questions, 
there  is  undoubtedlv  "  much  to  be  said  on  both 
sides.**  It  appears,  however,  chiefly  to  prevail  in 
the  western  counties  of  Scotland ;  and  above  all 
in  Glasgow.  In  consequence  of  this  system,  the 
legal  processes  taken  out  against  working  persons 
are  enormous.  In  Glasgow  alone,  in  1853,  they 
were  80,000  annually.  No  doubt  much  oppression 
occurred  in  individual  instances,  and  the  advan- 
tages of  the  system  were  much  called  in  question. 

In  1853,  Lord- Advocate  Moncrieff  appointed 
Mr.  Burton  as  commissioner  to  inquire  into  the 
working  of  the  system,  as  well  as  the  methods 
adopted  to  evade  the  ^linck  Act.  Mr.  Burton 
maoe  a  tour  through  most  of  the  counties  south  of 
Aberdeen,  and  the  result  was  the  above  Report, 
which  places  a  mass  of  information  before  the 
reader,  which  we  do  not  believe  is  to  be  got  else- 
where. The  contents  of  this  Report,  which  ought 
to  be  more  generally  known  than  it  is,  are  calcu- 
lated to  excite  discussion  of  a  very  interesting 
and  subtle  nature  among  all  those  who  pay  atten- 
tion to  our  social  organization,  and  on  which  it  is 
peculiarly  difficult  to  come  to  any  decision  with 
which  one  would  be  inclined  to  be  satisfied,  that 
he  had  arrived  at  certain  conclusions. 

CofntmaUsm.    Edinburgh,  1854. 

Reprinted  firom  the  Encyclopsodia  Britannica,  is 
an  excellent  summary  of  the  history  of  Com- 
munism. 

£nugratian^  in  Us  practical  application  to  indi' 
viduaU  and  commtiniiies,    Edinburgh,  1851. 

The  British  Umpire.    London,  1856. 


BVSOHBBCIE,  A.  S. 

Die  einrickhuig  wm  StaatS'OirO'Banken  in  der 
Preussichen  Monarchies    Berlin,  1845. 

VUBEE,  0EBTA8E  PARKER. 

Some  considerations  on  the  Income  Tax.  Lon- 
don, 1845. 

BTTSZy  F.  J.    Aulic  Councillor  and  Professor. 

System  der  gearmmten  Armenpflege,  Naeh 
dem  Werh  des  H.  Von  Chrando  md  naeh  eignen 
Ansiehten.    Stuttgard,  1845. 

BUTEL-DUMONT,  aEORQE  MARHL 

Bom  at  Paris,  20th  October,  1725.  An  advo- 
cate. Secretary  to  the  Embassy  to  St.  Peters- 
burff,  and  filled  several  other  offices.  He  trans- 
lated several  works  from  English,  and  was  an 
author  himself.  He  died  about  the  end  of  the 
century. 

Histoire  et  commerce  des  AntHles  Angloisee, 
1758. 

Traits  de  la  circtdation  et  du  crSdiL  Paris, 
1771. 

T^hSorie  de  luxe ;  on  TraitS  dans  lequel  on  en- 
treprend  dHablir  que  le  luxe  est  un  ressortj  nam 
seulement  utile,  mais  meme  indispensablement  nS' 
cessaire  a  la  prospMti  dun  JStat,    Paris,  1771 . 

Becherches  historiques  et  critiques  sur  rod' 
ministration  puhUque  et  privSe  des  terres  ehez  les 
Romains^  depuis  le  commencement  de  la  R^pub' 
Uque  jusqu^au  siecle  de  Jtdes  CSsar,    Paris,  1779. 

These  two  latter  works  are  very  highly  praised 
by  Blanqui. 

BUTTERWORTH,  EDWIN. 

A  statistical  sketch  of  the  County  Palatine  of 
L€mcaster,    London,  1841. 

BTLES,  JOHE  BARNARD,  BnL    One  of 

the  Justices  of  the  Conunon  Pleas. 

Sophisms  of  Free  Trade  and  popular  Political 
Economy  examined,    London,  1850. 

Observations  on  the  Usury  Laws,  London, 
1845. 

A  practical  treatise  on  the  law  of  Bitts  of  Ex^ 
change^  ffx,    7th  Edition.    London,  1857. 

BTTEMEISTER,   HEINRICH  JOHANN. 
DeUneatioreiministraticm*    Argentorati,  1744. 
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0. 

An  address  on  the  Com  Laws.  By  a  ProteC" 
tionist    London,  1846. 

0. 

Histoire  des  joyaux  et  principales  richesses  de 
r  Orient  etdeV  Occident.    Geneve,  1667. 

O-D. 

MSmoires  sur  Vagriculture  du  Boulonnais,  et 
des  cantons  maritimes  voisins.    Boulogne,  1784. 

C.  D.  0. 

Observations  on  the  re^adjustment  of  taxation, 
and  the  substitution  of  a  more  simple  mode  cf 
collecting  a  Revenue,  than  at  present  pursued.  In 
a  letter  to  John  Macgregor^  JEsq,  London,  1845. 


C.  F. 


The  Elements  of  the  Currency  plainly  stated  amd 
practically  discussed,    London,  1856. 

Free  Trade,  its  moral,  social,  commercial,  i^gri" 
cultural,  aud political  results.    London,  1852. 

An  inquiry  into  the  National  Debt  and  Sinkitig 
Fund,    London,  1856. 

The  politics  and  Political  Economy  of  weak 
governments.    London,  1858. 

Preliminaries  of  peace  between  Protection  and 
Free  Trade,  or  cheap  bread  compatible  with  both, 
London,  1852. 

Present  condition  and  future  prospects  of  the 
Country  in  reference  to  Free  Trade.  London, 
1846. 


CABAKBUS. 


CAJANUS. 
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O.O. 

La  rhwluHon  poUtiqwe^  et  la  rSvohtHom  iociale. 
Paris,  1848. 

C.  H.J  Dr.    See  Chambkklbh,  Hugh. 

C.  J.    See  Ckild,  Jobiah. 

0.  J.    Merchant. 

Proposals  for  regulatit^  the  Silver  Coyne^  hear' 
ing  the  charge  of  tt,  producing  a  ciradaHon^  and 
securing  it  to  the  hmgdom*    London,  1696. 

O.B. 

A  treatise  concerning  the  regnlatioH  of  the  Coyne 
of  England.   London,  16d6. 

C.  S.  8. 

Com  V.  Cotton,  Inscribed  to  the  Duhe  ofBvch' 
inghaau    London,  1843. 

C.W. 

An  alarum  to  England  to  prevent  its  destruction 
by  the  loss  of  Trade  and  ifavigation*  London, 
1700. 

aw. 

England^s  interest  by  trade  asserted,  London, 
1671. 

C.  W.    A  Lover  of  hifl  Conntiy . 
Traders  destruction  is  Englam^s  ruin.     Lon- 
don, 1659. 

C.W.    M.D. 

A  proposal  for  raising  a  fund  to  discharge  the 
debts  of  the  Nation.    London,  17—. 

OABANILLAS,  N. 

Recherchespour  substituer  U  papier'numnaie  au 
Le  Mans,  1848. 


0ABANI8,  PmaRE  JEAH  OEOBaES. 
Bom  at  Cosmac,  in  1757,  was  eminent  as  a  plij- 
sician,  a  philosopher,  and  a  writer.  He  was  a 
member  of  the  Conncil  of  500,  and  after  the  18th 
Brnmaire  was  appointed  a  member  of  the  Conser- 
vative Senate.  He  was  a  member  of  the  Institate. 
He  died  6tb  May,  1808. 

Essai  sur  les  secours  publics.    Paris,  1 793. 

CABABBTT8,  FBANQOIS,  OOHTE  DE,  was 

bom  at  Bayonne,  in  1752.  Being  destined  for 
commerce,  he  was  sent  to  Saragossa  to  leara  Spa- 
nish. He  established  himself  near  Madrid,  and 
became  acquainted  with  Gampoman^s,  d*01ivad^s, 
and  other  Spanish  economists.  Upon  his  advice 
the  minister  of  finance  created  government  notes 
bearing  interest,  which  had  a  good  effect  in  re- 
storing credit.  This  having  sncceeded,  the  Bank 
of  St.  Cliarles  at  Madrid  was  founded,  and  placed 
under  his  direction,  but  he  was  disgraced  in  1788, 
on  the  death  of  Charles  lU.  Some  years  after- 
wards be  was  appointed  ambassador  to  France 
and  Holland.  In  1809,  Ferdinand  VII.  appointed 
him  minister  of  finance.  He  died  27tn  April, 
1810. 

Memoria  presentado  a  S.  M.para  laformacion 
di  un  banco  naccional^  par  mono  del  excellentissimo 
8enor  Conde  de  Florida  Blanco^  su  primer  secrc' 
tare  de  Estudo.    Madrid,  1782. 


Memoria  sobra  la  ttnion  del  eomnureio  de  Ame" 
rica  con  el  Asia.    1784. 

Castas  sobre  las  obstaculos  que  la  naiuralezza,  la 
opinion^  y  las  leyes  oponen  d  la  felicidad  pubUca. 
Madrid,  1780. 

CABET.  ETIENNEy  was  bora  1st  January, 
1788,  at  Iiijon.  One  of  the  most  notorious  so- 
cialists of  the  day.  He  is  the  son  of  a  cooper,  and 
was  intended  for  that  trade  himself,  till  12  years 
of  age.  His  father,  however,  gave  him  a  good 
education,  and  he  studied  medicine  and  law,  and 
became  an  advocate  at  Dijon.  He  was  obliged 
to  leave  there  in  consequence  of  the  ardor  he  dis- 
played in  defending  General  Veaux,  in  1816,  on 
a  charge  of  conspiracy  against  the  Bourbons.  He 
then  went  to  Paris  to  pursue  his  profession.  He 
took  an  active  part  in  the  revolution  of  1830,  and 
he  was  soon  afterwards  appointed  avocat-g^n^ral  of 
Corsica.  But  he  was  soon  recalled  on  account  of  the 
violent  democratic  opinions  he  avowed.  The  de- 
partment of  theC6te-a'or  returned  him  to  the  Cham- 
ber of  Deputies,  in  which  he  maintained  the  most 
violent  doctrines.  He  established  a  newspaper, 
Le  Populaire^  on  the  same  principles,  which  in 
February,  1834,  having  contained  some  violent 
attacks  on  the  king,  he  was  tried  and  condemned 
to  two  years  imprisonment.  He  escaped  to  Eng- 
land, and  lived  there  till  1839. 

In  1841,  he  began  to  put  forth  his  peculiar  So- 
cialistic doctrines.  These  are  reducea  to  a  regular 
treatise  in  his  Voyof^e  en  Icarie,  published  in  1842. 
(Sociausm).  This  became  very  popular,  and  in 
1847  he  came  to  London  to  obtain  a  grant  of  land 
in  Texas  to  carry  out  his  scheme.  Having  succeeded 
in  this,  a  party  of  his  disciples  started  for  the  settle- 
ment, against  his  advice,  as  was  said.  They  suf- 
fered much,  which  becoming  known  at  Paris,  made 
a  great  outcry  against  him.  Cabet,  however,  set 
out  with  a  new  l^d  of  disciples  at  the  end  of  the 
year.  The  Mormons  had  been  obliged  to  leave 
iMauvoo,  and  in  May,  1850,  Cabet  was  allowed  to 
establish  his  colony  there,  where  it  is  said  still  to 
exist.  Cabet  is  sole  judge  and  ruler.  The  num- 
ber is  said  to  be  about  200.  Besides  a  great 
number  of  pamphlets  on  his  doctrines,  Cabet  has 
published, — 

Voyage  en  Icarie.    Paris,  1842. 
Frot  eommunisme.    Paris,  1847. 
DouZ'lettres  sur  la  commmautL    Paris,  1845. 
Rialisatum  de  la  communautS.    Paris,  1847. 
Almanach  learien.    Paris,  1844. 

CADOR,  SAMUEL  L'HOUMEATT,  bora  at 
La  Rochelle  in  1816. 

Subsistences  et  Populations.    Paris,  1850. 

OAOHAZZI,  LirOA  DE  SAKUELE. 

Elementi  delV  arte  statistica.    Naples,  1808-9. 
Saggio  stdla  popolazione  del  regno  di  Puglia 
ne*  passati  tempif  i  nelpresente.    Napoli,  1820. 

CAOnOLI,  OTIAVIO. 

Cenni  staOstici  di  Verona^  e  delta  sua  pro* 
mncto,  coUapianta  di  Verona  nel  1849.  Verona, 
1849. 

OAJAEUS,  EBIC, 

Historish  och  aconomish  beskr\fiung  ^wer 
Cronoby  Sohn  uH  Osterbotn.    Abo,  1755. 
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CAIOniART  DE  SATJLCY,  L. F.JOSEPH. 

Essai  de  clasnficcUion  des  monnaies  autonomes 
de  VEspagne.    Metz,  1840. 

Recherches  sur  les  monnaies  de  la  citi  de  Metz. 
Metz,  1836. 

Recherches  sur  les  monnaies  des  Comtes  et  Dues 
de  Bar,    Pai'is,  1843. 

Recherches  sur  les  monnaies  des  dues  heri^ 
ditaires  de  Lorraine,    Metz,  1841. 

Recherches  sur  les  monnais  des  Eveques  de 
Metz.    Metz,  1845. 

OAIBD,  JAMES,  M.P. 

High  /arming  under  liberal  covenants  the  best 
substitute  for  Protection.    Edinburgh,  1849. 

English  agriculture  in  1 850-5 1 .    London,  1 85 1 . 

High  farming  vindicated  and  further  illustrated. 
Edinborgh,  1850. 

The  plantation  scheme^  or  the  West  of  Ireland 
as  afield  for  investment.    London,  1850. 

Prairie  farming  in  America^  with  notes,  by  the 
way,  on  Canada  and  the  United  States.  London, 
1859. 

CAIRN  B8,  JOHN  B.  Whately  professor  of 
Political  Economy  at  Trinity  College,  Dublin, 
and  professor  of  Jurisprudence  and  Political 
Economy  in  Galway  College. 

The  Character  and  Lt^cal  Method  of  Political 
Economy.    London,  1857. 

The  object  of  this  course  of  lectures  is  to 
discuss  the  nature,  objects,  and  limits  of  econo- 
mic science,  and  the  method  of  investigation 
proper  to  it  as  a  subject  of  scientific  study. 

At  p.  3,  Professor  Cairnes  enters  a  protest,  in 
which  we  are  happy  to  concur,  against  the  ex- 
cessive authority  which  statistics  are  assuming 
over  Political  Economy.  In  former  times  men 
studied  principles,  but  now  they  seem  exclusively 
to  collect  statistics,  and  even  to  consider  Political 
Economy  as  having  no  other  aim  than  to  explain 
statistics.  Now  there  is  no  science  in  which 
statistics  are  not  of  immense  value,  when  pro- 
perly used,  but  sciences  depend  upon  certain 
fundamental  conceptions,  and  not  upon  statistics. 
Statistics  are  of  great  use  in  mechanics,  but  the 
fundamental  conceptions  of  mechanics  are  not 
formed  from  statistics :  so  statistics  may  be  of 
great  use  in  medical  science,  but  the  treatment  of 
a  fever  does  not  depend  upon  statistics.  So  in 
Political  Economy,  statistics  are  also  of  great  use, 
but  its  fundamental  conceptions  and  principles  in 
no  way  depend  upon  them.  Thus  statistics  must 
be  the  handmaidenand  not  the  mistress  of  Political 
Economy. 

Professor  Cairnes  says,  p.  3,  "  The  technical 
terms  of  Political  Economy  are  often  taken  from 
popular  language,  and  inevitably  partake,  in  a 
greater  or  less  degree,  of  the  looseness  of  collo- 
quial usage.  It  is  not,  therefore,  to  be  expected 
that  economic  discussions  should  be  carried  on 
with  the  same  singleness  of  purpose,  or  severity 
of  expression  and  argumentation — consequently 
with  the  same  success — as  if  they  treated  of  the 
Ideas  of  number  and  extension,  or  of  the  proper- 
ties of  the  material  universe.** 

To  this  doctrine  we  must  enter  our  decided 
protest.  It  Is  the  very  cause  of  the  science  being 
in  so  controverted  a  state  at  the  present  day,  that 
economists  have  not  really  examined  and  settled 
the  meaning  of  the  words  they  use.  (Psblxmutabt 


Discovbsb;  Axioms  ahd  Dbfinitiohs).    The 

technical  terms  of  many  of  the  other  sciences  are 
taken  from  common  disconrse,  but  they  are  care- 
fully appropriated  to  certain  meanings  in  those 
sciences,  and  always  ns^  in  that  single  sense. 

The  consequences  of  Professor  Cairnes*8  loose 
phraseology,  are  very  soon  apparent.    At  p.  7  he 
says,  "  I  shall,  therefore,  take  it  for  granted  that 
'  wealth,*  the  subject  matter  of  Political  Economy, 
is  susceptible  of  scientific  treatment.**    Now  what 
is  wealth  ?    Does  Professor  Cairnes  include  incor- 
poreal elements  as  well  as  material  ones  under 
that  title  ?     A  question  of  the  most  vital  impor- 
tance  in  Political   Economy.     After   bringing 
forward  definitions  of  this  science  that  have  been 
propounded  by  various  writers  in  which  he  sub- 
stantially agrees,  he  proposes  his  own,  either 
this, — 'Political  Economy  is  the  science,  which, 
accepting  as  ultimate  facts  the  principles  of  human 
nature  and  the  physical  laws  of  the  external  world, 
investigate  the  laws  of  the  production  and  dis- 
tribution of  wealth,  which  result   from   their 
combined  operation  ;**  or  this — 'Political  Econo- 
my is  the  science  which  traces  the  phenomena 
of  the  production  and  distribution  of  wealth  up 
to  their  causes,  in  the  principles  of  human  nature 
and  the  laws  and  events  of  the  external  world.** 
Now  let  us  observe  that  assuming  the  ^^rinciples 
of  human  nature**  and  ''laws  and  events  of  the 
external  world**  to  be  all  known  and  accepted  as 
facts,  still,  neither  from  the  definitions  offei^  nor 
from  his  whole  treatise,  can  we  discover  what  he 
means  by  wealth,  or  production,  or  distribution,  each 
of  them  words  of  a  rundamental  importance.    We 
have  asked  above  what  the  Professor  means  by 
Wealth ;  We  now  ask  what  he  means  by  Produc 
iion  f  For  as  it  stands  we  have  nothing  to  inform 
us  whether  the  whole  science  of  agriculture  and 
manufactures  is  included  in  it.  One  of  the  funda- 
mental differences  between  the  school  of  Quesnay 
and  Adam  Smith  lay  in  the  different  meanings 
given  to  Production  BJid  Productive  labor,  and  dif- 
ferent theories  of  taxation  have  been  founded  on 
the  meanings  given  to  it.    We  can  only  say  tliat 
this  definition  of  Political  Economy  leaves  us  in 
total  darkness  as  to  its  "nature,  objects  and 
limits.** 

Professor  Cairnes  then  quotes  a  passage  from 
Mr.  Mill,  in  which  we  do  not  think  he  has  very 
clearly  expressed  the  connection  between  Science 
and  Art.  The  true  connection  is  well  expressed 
by  Bacon,  Nov.  Org.  I.  3.  ''Quod  in  contem- 
platione  instar  causae  est,  id  in  operations  instar 
regulsB  est.** — "That  which  is  a  principle  in 
Science  is  the  Rule  in  Art.**  However,  we  shall 
reserve  some  discussion  on  this  till  further  on  in 
these  remarks. 

Professor  Cairnes  then  discnsses  whether  Poli- 
tical Economy  is  an  exact,  a  positive,  or  an 
hypothetical  Science ;  as  we  have  so  fully  consi- 
dered this  question  in  the  PaBUMnrAKT  Dis- 
couBSB,  we  shall  not  repeat  here  what  is  there 
stated. 

Professor  Cairnes  then  classes  Political  Eco- 
nomy with  Mechanics,  Astronomy,  Optica,  Che- 
mistry, Electricity,  and  the  Physical  Sciences, 
which  have  reached  the  deductive  stage  (p.  38), 
and  truly  says  (p.  58),  that  the  course  of  in- 
quiry in  them  will  be  analogous.  As  an  example 
of  an  economic  law,  he  takes  the  "  very  funda- 
mental law  in  Political  Economy  that  "co«l  of 
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production  regtdates  the  vaiue  of  freely  produced 
commodities^  which  he  maintains  to  be  true.  Not 
that  every  particalar  instance  of  exchange  will 
be  goyemed  hj  the  law  of  cost  of  production ; 
but  he  sajs  that  it  is  the  constant  and  unfailing 
tendency  of  things  to  do  so.  How  far  this  can  be 
accepted  as  a  scientific  tmth  we  have  folly  ex- 
examined  elsewhere.  (Cost  op  Pboduction  ; 
Fbicbs,  Theobt  of  ;  Coktihuitt,  Law  op). 

Professor  Caimes  then  considers  **  the  solution 
of  an  economic  problem  and  the  degree  of  perfec- 
tion of  which  it  is  susceptible,'*  in  which  he  again 
maintains  that  Political  Economy  is  not  an  exact 
science. 

He  then  devotes  a  lecture  to  support  the  Mal- 
thusian  doctrine  of  population,  in  which  we  do 
not  think  he  has  been  successM,  as  we  think  that 
Malthus  has  not  correctly  stated  the  circum- 
stances of  the  problem  (Capital;  Popuuition). 
Professor  Cairnes  then  adopts  the  doctrine  of 
Malthus,  ^*  that  there  is  in  human  beings  a  ten- 
dency to  multiply  faster  than  subsistence  is 
capable  of  being  increased.**    (p.  112). 

In  his  last  lecture,  Professor  Caimes  attempts 
to  restore  the  Ricardian  Theory  of  Rent.  We 
shall  not  discuss  the  matter  as  it  is  fully  done 
under  Rsht.  But  we  shall  only  observe  how  the 
adoption  of  it  agrees  with  Professor  Caimes*s  doc- 
trine, that  Political  Economy  is  to  be  treated  in 
a  manner  analogous  to  the  Physical  Sciences. 
He  notices  the  &eory  first  brought  forward  by 
Dr.  Anderson  in  1777  (Andebson),  ftnd  further 
developed  by  Ricardo.  How  entirely  inadequate 
this  theory  is,  we  have  shewn  in  Rent.  How- 
ever, Professor  Cairnes  implicitly  adopts  it.  He 
then  says,  p.  152,  **  This  is  the  theory  of  Rent,  as 
expounded  by  Ricardo.  It  explains  the  existence 
of  Rent  in  the  case  of  all  those  lands  on  which 
agricultural  produce  is  raised  at  less  than  the 
greatest  cost  at  which  it  can  be  profitably  pro- 
duced ;  but  it  explains  it  in  this  case  only.  It 
has  accordingly  been  objected  to  this  theory, 
&c.,  &c.  It  must  be  admitted  that,  assuming  the 
jacts  to  be  as  the  objection  implies,  the  theory  of 
Ricardo  fails  to  account  for  them ;  and  beyond 
question,  the  facts  are  as  the  objection  implies. 
This,  however,  is  no  reason  for  rejecting  the 
theory,  which,  as  I  have  just  shewn  you,  is  based 
on  &cts  quite  as  certain  as  those  which  are  urged 
against  it.*'      »  ♦  ♦  ♦ 

^I  have  mentioned  two  cases  of  Rent  in  which 
the  phenomenon  is  not  explicable  on  the  theory 
of  Ricardo.  I  shall  now  mention  another.**  We 
have  quoted  these  passages  for  the  purpose  of 
seeing  how  far  Professor  Caimes  observes  his 
ovm  doctrine,  that  Political  Economy  is  to  be 
treated  in  the  same  manner  as  the  Physical 
Sciences.  How  is  a  theory  which  is  only  capable 
of  explaining  one  single  class  of  cases,  and  is 
acknowledged  to  be  utterly  incapable  of  explain- 
ing three  other  classes  of  cases,  analogous  to  any 
theory  received  in  Physical  Science  P  And  Pro- 
fessor Caimes  resolutely  adheres  to  it,  because  it 
can  explain  one  class  of  facts  I  Would  this  be 
permitted  in  any  Physical  Science  whatever? 
If  this  is  to  be  permitted,  why  was  the  Ptolemaic 
Astronomy  overthrown?  It  was  fully  capable 
of  explaining  a  very  large  class  of  cases,  and  yet, 
because  there  were  others  it  could  not  explain,  it 
was  rejected.  If  this  mode  of  reasoning  is  to  be 
allowed  in  Political  Economy,  why  was  the  cor- 


puscular theory  of  light  overthrown  ?  It  fully 
explained  a  very  large  number  of  cases,  and  yet 
being  found  incapable  of  explaining  others,  it 
was  rejected.  The  Ptolemaic  Astronomy  and  the 
emission  theory  of  light  were  equally  based  on 
certain  **  facts,**  or  phenomena,  as  the  Ricardian 
Theory  of  Rent.  Why  was  the  Phlogiston  Theory 
of  Chemistry  overthrown?  It  was  based  on  cer- 
tain facts. 

Now,  Physicists  having  tried  each  of  the  above 
theories,  and  finding  them  incapable  of  explaining 
other  facts  different  from  those  they  were  based 
upon,  have  unanimously  rejected  them  in  favor  of 
general  theories,  which  have  explained  all  cases. 
No  Physicist  ever  thought  of  writing  a  work  on 
astronomv,  in  which  one  set  of  phenomena  were 
explained  on  the  Ptolemaic  system,  and  another 
on  the  Copernican  system.  No  Physicist  ever 
wrote  a  treatise  on  optics  in  which  the  emission 
theory  was  maintained  in  one  part,  and  the  wave 
theory  in  another  part.  But  that  is  what  IVo- 
fessor  Cairnes  does  in  supporting  the  Ricardian 
Theory  of  Rent.  And  on  a  greater  scale,  this  is 
the  very  objection  which  applies  to  the  whole 
Ricardian  system  of  Political  Economy.  It  is 
based  on  tkree^  If  not /our,  contradictory  theories 
of  value.  And  how  any  man  educated  in  physi- 
cal science  can  fail  to  see  that,  or  how  seeine  that, 
he  can  continue  to  maintain  it,  is  beyond  us  to 
imagine. 

Now,  let  us  not  be  mistaken.  We  fully  admit 
the  immense  practical  benefits  Adam  Smith, 
Ricardo,  and  the  earlv  Economists  have  con- 
ferred upon  the  world.  To  them  be  all  due 
honor.  But  after  all,  the  character  of  their  work 
was  purely  destructive.  They  were  engaged  in 
a  glorious  combat  to  liberate  mankind  from  the 
shackles  which  accumulated  error,  perverse  in- 
genuity, and  selfish  sophistry  had  imposed  upon 
them.  Their  principal  efforts  were,  therefore,  to 
overthrow,  and  to  do  that,  no  very  great  nicety  of 
expression  was  necessary.  The  accomplishment 
and  the  triumph  of  their  work  was  the  establish- 
ment of  Free  Trade. 

Many  persons  think  that  the  establishment  of 
Free  Trade  is  the  end-all  and  the  be-all  of  Poli- 
tical Economy.  But  that  is  a  most  grievous  delu- 
sion. It  is  only  one  of  the  magnificent  services  it 
is  capable  of  rendering  to  mankind,  and  is  indeed 
only  the  basis  of  the  Science.  It  is  only  clearing 
the  ground  of  rubbish,  and  laying  the  foundation 
upon  which  the  edifice  of  the  Science  is  to  be 
reared. 

The  rough  work  has  been  done,  but  the  finer 
work  has  yet  to  be  done.  In  the  discussions 
raised  since  the  days  of  Adam  Smith,  vast  masses 
of  truth  have  been  ascertained.  But  they  are  still 
in  a  crude,  fragmentary,  and  unconnected  state. 
They  are  merely  a  mass  of  raw  materials,  which 
have  yet  to  be  reduced  into  harmony  and  order, 
and  consolidated  into  a  great  systematic  edifice  of 
science,  and  that  so  far  from  being  done,  has 
scarcely  yet  been  even  attempted.  And  it  can 
only  be  done  by  patient  and  continuous  thought, 
and  by  endeavouring  to  discover  those  great  con- 
ceptions and  axioms  which  will  connect  these  dis- 
jointed and  fragmentary  masses  of  ascertained 
truths.  That  this  is  the  only  method  that  can 
ever  succeed,  no  one  conversant  with  the  history 
of  physical  science  can  deny,  and  yet  so  far  from 
having  been  attempted  by  the  chief  writers  on 


318 


CA1RN£S« 


CAIBNE8. 


Political  Economy,  it  has  been  positively  discoun- 
tenanced by  them.  But  that  is  manifestly  the 
dnty  of  future  Economists. 

In  an  Appendix,  Professor  Caimes  has  done  us 
the  honor  to  single  us  out  for  special  attack,  and 
from  the  challenge  he  has  thrown  out  to  us  we 
shall  see  how  far  he  has  really  understood  the 
doctrine  of  the  Economist,  whose  champion  he 
has  declared  himself. 

After  three  pages  of  verbal  cavilling,  of  which 
he  is  welcome  to  make  the  most,  he  says,  p.  176, 
**  But  a  word  with  regard  to  Mr.  Macleod*s  capa- 
city of  understanding  the  authors  whose  writings 
he  treats  so  contemptuously.  A  large  portion  of 
his  introduction  to  his  second  vol.  (i.  e..  Theory 
and  Practice  ofBankin^)^  is  devoted  to  an  attempt 
to  controvert  the  received  doctrine  which  attri- 
butes to  *  cost  of  production*  a  governing  influ- 
ence on  the  value  of  certain  classes  of  commodi- 
ties. *  Political  Economy,*  he  says,  *can  never 
advance  a  stepuntil  this  arch-heresy  be  utterly 
routed  out.*  Well,  what  is  his  contradiction  of 
the  '  arch-heresy?*  Here  it  is  given  in  capitals. 
'  Value  dobs  hot  spbino  fbom  thb  Labob  or 

THB  PbODUCBB,  but  FBOM  THB  DeSIBB  OF  THB 

CoBSUMEB.  To  allege  that  value  springs  from 
the  labor  of  the  producer,  is  exactly  an  amdogous 
error  in  Political  Economy  to  the  doctrine  of  the 
fixity  of  the  earth  in  Astronomy.* 

"  Granting  that  the  analogy  is  perfect  (though  I 
confess  I  am  unable  to  perceive  it),  will  Mr. 
Macleod  inform  us  who  has  said  that  *  Value 
springs  from  the  labor  of  the  producer  ?  *  ** 

Is  Professor  Caimes  in  jest  or  in  earnest?  Has 
he  ever  read  Ricardo  and  the  Economists  of  his 
school  ?  We  only  take  difew  passages  from  them. 

Thus  Ricardo  says,  Principlee  of  Political  EcO' 
nomy  and  Tajsaiiony  Srd  edU,^  p.  IS-— 

"  In  speaking,  however,  of  labor  as  being  the 
foundation  of  axj.  value,  &c.** 

At  page  19 — 

**  To  convince  ourselves  that  this  (t . «.,  labor) 
is  the  foundation  of  exchangeable  value,  &c.**    * 

At  page  320 — 

"  Value  then  essentially  differs  from  riches,  for 
value  depends  not  on  abundance,  but  on  the  dif- 
ficulty or  facility  of  production.  The  labor  of  a 
million  of  men  in  manufactures  will  always  pro- 
duce the  same  value^  but  not  always  the  same 
riches.  By  the  invention  of  machinery,  by  im- 
provements in  skill,  by  a  better  division  of  labor, 
or  by  the  discovery  of  new  markets,  where  more 
advantageous  exchanges  may  be  made,  a  million 
of  men  may  produce  double  or  treble  the  amount 
of  riches,  of  *  necessaries,  conveniences,  and 
amusements,*  in  one  state  of  society,  that  they 
could  produce  in  another,  but  they  will  not,  on 
that  account,  add  anything  to  value ;  for  every- 
thing rises  or  falls  in  value  in  proportion  to  the 
facility  or  difficulty  of  producing  it,  or,  in  other 
words,  in  proportion  to  the  quantity  of  labor  em- 
ploy^ on  its  production.** 

At  page  323— 

^  That  commodity  is  alone  invariable,  which  at 
all  times  requires  the  same  sacrifice  of  toil  and 
labor  to  produce  it.** 

These  passages  seem  to  us  pretty  plainly  to 
declare  that  value  springs  from  the  labor  of  the 
producer ;  but  let  us  see  what  some  of  the  disciples 
of  the  Ricardian  school  say. 


Thus  Mr.McCulloch,  in  his  Introductory  Die- 
course  to  the  Weaith  of  Nations^  says,  p.  xxxii — 
''Locke  has  here  all  but  established  the  funda- 
mental principle  which  lies  at  the  bottom  of  the 
science  of  Wealth.  Had  he  carried  his  analysis 
a  little  further,  he  could  hardly  have  failed  to 
perceive  that  water,  leaves,  skins,  and  other  spon- 
taneous productions  of  nature,  have  no  value, 
except  what  they  owe  to  the  labor  required  for 
their  appropriation  .  *  *  *  An  object  which 
may  be  appropriated  or  adapted  to  our  use,  with- 
out any  voluntary  labor  on  our  part,  may  be  of 
the  very  highest  utility ;  but  as  it  is  the  free  gift 
of  nature,  it  is  quite  impossible  it  can  have  the 
smallest  value.** 

And  Note  II.,  p.  488 — 

"  When,  however,  it  is  said  that  the  labor  of  man 
is  either  immediately  and  directly,  or  remotely 
and  indirectly  the  chief  source  and  limiting  prin- 
ciple of  exchangeable  value,** 

Did  Professor  Caimes  ever  read  Mr.  McCul- 
loch*s  Theory  of  Absenteeism^  and  what  is  his 
opinion  of  it  ? 

Did  l^fessor  Caimes  ever  read  The  Templar^ s 
Dialogues^  by  De  Quincey,  which  have  always  been 
considered  as  the  very  quintessence  of  the  doc- 
trines of  the  Ricardian  School  ?    (Dn  Quincet). 

These  passages,  among  numbers  that  might  be 
cited,  seem  to  us  plainly  to  declare,  that  value 
springs  from  the  labor  of  the  producer.  But  let  ns 
see  what  impression  the  doctrines  of  Ricardo  have 
made  on  other  writers.    Let  us  take  Malthus  first. 

Malthus  says.  Definitions  in  Political  Economy^ 
p.  188 — 

''  Mr.  Ricardo,  therefore,  quite  consistently  with 
his  own  hypothesis,  considers  a  commodity,  the 
producing  labor  of  which  has  doubled,  as  having 
increased  to  double  its  former  value.  It  has  in- 
creased in  relation  to  a  standard  which,  according 
to  him,  is  the  sole  cause  of  value  J" 

Mr.  Jennings,  Social  Delusions^  p.  12,  says — 

^  To  whatever  degree  of  opulence  the  society 
might  advance,  it  cannot  be  c<mceived  that  be 
would  consent  to  abandon  these  principles  in  favor 
of  any  of  our  popular  dogmas  deri?ed  from  the 
great  frmdamental  falla<7^,  that  all  value  is  derived 
from  human  labor  ^ 

Also,  p.  66 — 

^  We  have  already  seen  that  as  one  school  for- 
merly taught  that  all  value  is  centred  in  money, 
and  another  that  it  is  centred  in  land,  so  at  the 
present  day  the  school  of  Adam  Smith,  Ricardo, 
and  McCuUoch  teaches  us  that  it  Is  entirely 
centred  in  labor,**  &c. 

Let  us  also  see  what  impression  RicaTdo*s  doc- 
trine makes  on  an  eminent  foreign  writer.  Bastiat, 
Harmonies  Economiques^  De  la  Valeur.  p.  131. 
Edit.  1855,  says — 

*^  Ainsi  le  principe  de  la  valeur  est  pour  Smith 
dans  la  mat6rialit%  et  la  dur^e,  pour  Say  dans 
rntilii6,  pour  Ricardo  dans  le  Tbavaii.,  &c.** 

We  think  we  iiave  now  sufficiently  answered 
Professor  Caimes*s  question,  *'  who  has  said  that 
value  springs  from  the  labor  of  the  producer  ?  ** 
And  perhaps  he  may  now  see  the  analogy  we 
draw  between  that  doctrine  and  the  doctrine  of 
the  fixity  of  the  earth. 

That  doctrine  maintains  that  diamonds  are 
valuable  because  a  great  deal  of  labor  has  been 
bestowed  in  searching  for  them.  We  maintain 
that  a  great  deal  of  labor  is  bestowed  upon 
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searching  for  them,  becanae  they  are  valnable. 
The  Ricardian  school  aflOrms  that  Labor  is  ihe 
eoMse  of  Value;  we  maintain  that  Value  is  the 
cause  of  Labor ^  which  is  the  reversal  of  the  whole 
Ricardian  system  of  Political  Economy.  It  ap- 
pears to  ns  that  this  is  as  great  a  revolntion  m 
Political  Economy  as  it  was  in  Astronomy,  when 
the  doctrine,  that  the  Sun  goes  round  the  Earthy 
was  changed  into  the  JSarth  goes  round  the  Sun, 

Does  Aofessor  Caimes  now  see  any  analogy  ? 

The  Professor  then  says,  "  Mr.  Macleod's  refti- 
tation  of  the  doctrine  that '  cost  of  production  re- 

galates  yalne*  is  therefore  simply  a  refutation  of 
is  own  extravagant  misconception  of  it.  *  *  * 
When  a  writer  thns  shews  an  entire  inability  to 
comprehend  the  meaning  of  authors  of  such  re- 
markable perspicuity  and  power  of  expression  as 
Mr.  Ricardo  and  Mr.  J.  S.  Mill  (for  I  will  not 
suppose  that  he  intentionally  misrepresents 
them),  his  competency  for  the  task  which  he  has 
undertaken,  of  reconstructing  the  science  of  Poli- 
tical Economy,  may  be  imagined.  It  is,  of 
course,  unnecessary  to  notice  his  'arguments* 
in  refutation  of  the  doctrine  in  question.  It  will 
be  time  enough  to  do  so  when  he  shews  that  he 
understands  the  principles  he  assails.** 

It  appears  to  us  tliat  Professor  Caimes  has  yet 
something  to  learn  of  the  nature  of  the  doctrine 
be  has  undertaken  to  maintain,  as  well  as  some- 
thing of  the  method  of  treating  Political  Economy 
in  the  spurit  of  Inductiye  Science.  At  all  events, 
we  have,  we  think,  done  enough  to  obtain  a  notice 
from  Professor  Caimes  of  our  '*  arguments  **  in 
refutation  of  the  doctrine,  which  he  may  see 
under  Cost  of  Pboductiom. 

Professor  Caimes  calls  us  "sciolists  and  smat- 
terers,  who  may  always  be  expected  to  wrangle.** 
It  may  be  so ;  but  our  opinions  in  Political  Eco- 
nomy coincide  with  those  of  Socrates,  Aristotle, 
Burke,  Samuel  BaUey,  Whately,  Bastiat,  and 
Chevalier,  and  that  must  console  us  for  being 
under  the  censure  of  Professor  Caimes. 
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CALONim  CHARLES  ALEXANDRE  DE, 

was  the  son  of  the  President  of  the  Parliament  of 
Douay,  and  was  bom  there  on  the  20th  January, 
1784.  His  father  destined  him  for  the  same  pro- 
fession as  that  in  which  he  had  acquired  consider- 
able distinction.  He  was  early  advanced  to  the 
office  of  avocat-g^n^ral  before  the  principal  court 


of  Artois,  and  soon  afterwards  to  that  ot  pro- 
cureur-gSn^ral  before  the  Parliament  of  Douay. 
In  1763,  he  was  made  master  of  requests  before 
that  Parliament,  and  in  1768  intendant  of  Metz. 
His  talents  for  administration  procured  him  ad- 
vancement to  the  more  important  province  of 
Lille.  He  was  possessed,  to  a  very  eminent 
degree,  both  of  the  solid  capacity  for  business, 
and  of  the  dazzling  brilliancy  of  conversation  and 
manner,  which  were  peculiarly  suited  to  gain  him 
influence  with  women,  who  were  then  so  powerful 
at  Paris.  By  this  means  he  enlisted  in  nis  favor 
the  interest  which  procured  him  his  next  appoint- 
ment. 

Turgot  and  Necker  had  successively  endea- 
voured to  stem  the  growing  deficiency  in  the 
finances.  But  their  measures  of  reform  were  dis- 
tasteful to  the  greedy  and  selfish  courtiers,  and 
they  had  been  driven  from  power.  Necker  had 
retired  in  1781,  and  two  short  ministries  suc- 
ceeded him.  At  last,  in  October,  1783,  matters 
became  serious,  and  the  women  raised  a  cry,  that 
Calonne  was  the  only  man  who  could  save  the 
country.  M.  D*Harvelay,  the  banker  to  the 
Court,  whose  wife  was  the  very  intimate  friend  of 
Cfdonne,  strongly  urged  his  nomination  on  the 
king.  Calonne  was  distastefid  to  the  king  and 
queen  from  his  character,  and  he  was  very  un- 
popular with  the  public  from  some  unfair  conduct 
he  had  been  guilty  of  with  regard  to  some  other 
officials.  But  the  influence  of  the  ladies  was 
irresistible,  and  he  was  appointed  Contrdleur 
OinSral^  or  Prime  Minister,  on  the  3rd  October, 
1783. 

The  former  ministers  had  fallen  from  the  un- 
popularity Uiey  created  by  their  attempted  re- 
trenchments. Calonne  tried  the  opposite  course. 
When  he  came  into  office  things  were  certainly 
desperate.  The  whole  sum  in  the  treasury  was 
£48.  His  credit  with  the  financiers  enabled  him 
to  raise  loans,  though  at  heavy  interest.  While 
Turgot  and  Necker  had  ^deavoured  to  reduce 
the  expenditure,  and  thus  raised  themselves  hosts 
of  enemies,  Colonne  determined  that  every  one 
should  be  gratified.  A  succession  of  public  fdtes 
pleased  the  populace,  and  public  works  were  set 
agoing  to  employ  the  workmen ;  though  as  one  of 
them  was  a  custom-house  wall  round  Paris,  the 
citizens  were  not  particularly  well  pleased.  The 
great  docks  at  Cherbourg  were  commenced,  which 
roused  the  jealous  vigilance  of  Burke,  and  which 
have  only  just  been  completed  in  our  own  day. 
The  least  consideration  will  shew  that  this  ex- 
penditure was  of  the  most  mischievous  nature,  as 
It  was  all  unreproductive,  and  should  only  have 
been  incurred  out  of  an  overflowing  income,  and 
not  out  of  a  deficient  one.  The  king  and  queen 
were  conciliated  by  the  purchase  of  a  palace  for 
each.  And  when  the  latter  expressed  a  wish  to 
him,  he  gallantly  replied,  **If  it  is  possible,  it  is 
done;  if  it  is  impossible,  it  shall  be  done.**  To 
his  lady  friends  he  sent  bons-bons  wrapped  up  in 
Bank  notes.  For  some  time  every  one  was  dazzled 
with  the  lavish  expenditure,  which  was,  in  fiict, 
only  hurrying  the  State  faster  into  the  abyss. 

Nevertheless  Calonne  never  concealed  the 
reality  from  himself,  nor  from  the  King.  He 
frankly  told  the  King  that  the  State  was  only 
supported  by  trickery,  and  borrowing  100  mil- 
lions a  year.  The  financiers,  of  course,  were 
not  so  easily  blinded  as  the  peoplOi  and  loans 
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became  increasingly  dlfficnlt  to  raise.  Calonne 
saw  that  the  babble  most  soon  burst,  and  he  laid 
a  paper  before  the  King  in  1785,  containing  a 
scheme  of  the  most  startling  audacity.  He  pro- 
posed an  entire  reform  of  the  monarchy.  He 
proposed  that  all  the  provinces  should  be  assimi- 
lated*  in  their  laws ;  that  all  custom-houses  be- 
tween them  should  be  abolished ;  that  each  should 
have  a  representative  assembly ;  that  all  exemp- 
tions from  taxation  should  be  abolished ;  that  the 
taiUe  and  the  gahelle  should  be  diminished ,  the 
price  of  salt  lowered,  and  the  corvee  abolished. 
To  carry  out  this  revolution^  the  Notables  were  to 
be  summoned.  The  state  of  aifairs  was  to  be  laid 
before  them  without  concealment  or  disguise,  and 
they  were  to  be  invited  to  make  a  sacrifice  of  their 
exclusive  privileges,  and  surrender  their  exemp- 
tion from  taxation,  for  the  public  good.  By  these 
means,  Calonne  proposed  to  make  an  entire  re- 
form of  the  taxation,  and  he  calculated  that  the 
income  would  be  made  to  equal  the  expenditure, 
and  the  State  brought  out  of  all  its  difficulties. 

We  are  at  a  loss  to  conceive  whether  this  was 
the  last  struggle  of  a  desperate  gamester,  or  the 
counsel  of  a  profound  statesman.  It  seems  clear 
that  the  plan  proposed  would  have  extricated  the 
State  from  its  embarrassments,  and  would  have 
saved  the  Monarchy i  But  with  the  examples  of 
Turgot  and  Necker  before  him,  was  he  so  ignorant 
of  the  intense  selfishness  of  the  aristocracy  as  to 
suppose  that  they  would  ever  agree  to  such  pro- 
posals? Even  if  the  Notables  did  agree  to  them, 
how  could  they  give  the  force  of  law  to  such  a 
fundamental  change  in  the  laws  of  the  kingdom? 

The  impending  proposals  were  secretly  dis- 
cussed between  the  king  and  only  two  or  three 
of  the  ministry  during  1786.  The  Queen  even 
was  kept  in  the  dark.  At  last,  on  the  29th  De- 
cember, 1786,  the  public  were  taken  by  surprise 
by  a  decree  summonine  the  Notables  to  meet  at 
Versailles  on  the  29th  January,  1787. 

When  the  day  came,  the  Notables  met  at 
Versailles,  but  there  were  no  preparations  made 
to  receive  them.  This  irritated  them.  At  last, 
on  the  22nd  of  February,  a  meeting  was  held. 
The  measure  being  adopted,  it  must  be  allowed 
that  Calonne  carried  it  out  with  unflinching 
courage.  The  state  of  the  kingdom  was  laid 
before  them  in  all  its  appalling  danger.  He  gave 
them  a  history  of  the  finances  for  the  preceding 
40  years.  The  false  disguise  of  prosperity  in 
which  they  had  been  wrapped  by  successive 
ministries  was  stripped  off.  In  1764,  the  annual 
deficit  was  sdready  40  millions ;  in  1781,  it  had 
increased  to  56  millions,  at  the  time  when  Necker 
had  published  a  statement  shewing  a  surplus  of 
10  millions.  During  this  time,  loans  had  been 
continually  contracted,  and  no  provision  had  been 
made  for  paying  them  off.  Between  1776  and 
1786,  loans  had  been  contracted  to  the  amount  of 
1,250  millions,  which  no  provision  had  been  made 
to  redeem.  In  the  current  year  the  deficiency 
was  not  less  than  125  millions.  Calonne  having 
thus  laid  the  critical  circumstances  of  the  country 
before  the  assembly,  brought  forward  his  plans 
of  reform. 

If  a  volcano  had  suddenly  opened  in  the  centre 
of  Paris,  it  could  scarcely  have  caused  greater 
terror  and  consternation,  than  the  expose  of 
Calonne.  The  financial  statements  countersigned 
by  80  many  ministers  for  so  many  years,  were 


now  shewn  to  be  so  many  impostures.  The 
notables  were  furious  at  the  demand  upon  them 
to  give  up  their  privileges.  A  universal  storm 
burst  out,  headed  by  Necker*s  friends.  Calonne 
was  driven  from  power.  The  last  chance  of 
savingthe  country  was  thrown  away,  and  thence- 
forth France  rushed  headlong  into  the  revolution, 
which  soon  swept  away  king,  notables,  aristo- 
cracy, church,  privileges  and  all. 

In  August,  1787,  the  Parliament  ordered  their 
Procureur- General  to  institute  a  prosecution 
against  the  fallen  minister  for  malversation  in 
office.  But  gay  and  jesting  to  the  last,  he  lei- 
surely retired  through  the  provinces,  first  to 
Flanders,  and  then  to  Englana. 

Ho  still  continued  in  the  confidence  of  the  king, 
and  in  1791  he  drew  up  a  plan  for  the  invasion  of 
France  by  the  united  powers  of  £urope,  to  deliver 
the  Royal  Family  from  the  thraldom  in  which 
they  were  kept  by  the  republican  party.  He 
strongly  opposed  the  flight  of  the  king,  which 
could  only  destroy  the  royalist  and  constitutional 
party. 

In  1792,  the  situation  of  the  king  became  daily 
more  painful,  and  Calonne  warmly  urged  on  the 
advance  of  the  allied  armies  to  Paris,  to  deliver 
him.  In  July,  he,  with  the  Marquis  Lemon,  drew 
up  that  fatal  proclamation  which  was  published 
by  the  Duke  of  Brunswick,  which  gave  so  great 
an  advantage  to  the  most  violent  party  by  nu^ng 
them  appear  the  most  patriotic,  and  which  un- 
doubtedly hurried  on  the  destruction  of  the  king. 

Calonne  lived  in  England  till  1802,  and  pub- 
lished several  pamphlete,  which  are  of  great  use 
in  explaining  the  financial  condition  of  France. 
Napoleon  permitted  him  to  return  to  fYance, 
where  he  died  one  month  afterwards,  on  the  30th 
October,  1802. 

Besides  several  memoirs  addressed  to  the  king, 
of  great  historical  interest,  Calonne  published — 

Correspondence  de  Necker  et  de  Calonne,    1787. 

Requite  au  Rot.    London,  1787. 

Reponse  de  Calonne  a  Vecrit  de  Necker.  Lon- 
don, 1788. 

Lettre  de  Calonne  au  Rou    1789. 

Seconde  lettre  de  CcUonne  au  Roi.     1789. 

Note  sur  le  Memoire  remispar  Necker  au  comite 
des  subsistances.    London,  1789. 

De  rstat  de  la  France  tel  qu'U  peut^  et  tel  qu'il 
doit  etre.    Londou,  1790. 

Observations  sur  les  finances.    London,  1790. 

Esquisse  de  T^at  de  la  France.    1791. 

Des  finances  publiques  de  la  France.  London, 
1797. 

CALVEET,  JOHN  W. 

The  merits  and  tendencies  of  Free  Trade  and 
Protection  respectively  investigatedj  and  measures 
ofi  amendment  suggested,    Londou,  1850. 

CALVERT,  EGBERT.    M.D. 

An  exposition  of  the  laws  of  Social  Ecoiunny. 
London,  1831. 

CALVIN,  JEAN.  This  celebrated  divine  may 
be  cited  as  one  of  the  first  persons,  if  not  the  first, 
who  saw  through  the  folly  of  the  universal  preju- 
dice against  the  imaginary  crime  of  usury.  He 
was  bom  at  Noyon,  in  Picardy,  on  the  lOui  July, 
1509,  and  died  on  the  27th  of  May,  1564. 

The  question  of  the  lawfulness  of  usury  was 
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snbmitted  to  his  judgment,  and  we  give  an  abstract 
of  his  reply,  as  it  is  the  first  instance  we  know  of 
common  sense  having  been  brought  to  bear  on  the 
qnestion,  and  it  will  be  seen  how  he  anticipated 
Bentham^s  line  of  argument.  {Epistolm^  Responsa, 
Oenevoy  1575,  ;p.  355). 

On  the  qnestion  of  the  lawfulness  of  usnry  being 
8abmitt.ed  to  him,  he  replies  that  it  is  not  entirely 
condemned  in  any  part  of  Scriptnre.  The  sense 
of  the  precept  of  Christ  CLnke  vl.)  had  been  per- 
verted. The  law  of  Moses  was  political,  and  not 
to  be  stretched  beyond  what  men  and  eqnity 
wonld  bear.  There  were,  indeed,  certain  pas- 
sages of  Scripture  in  which  the  Holy  Spirit  in- 
veighs against  nsnry.  As  in  Psalm  Iv.,  12,  he 
describes  a  wicked  city,  where  nsnry  was  practised 
in  public.  But,  in  fact,  the  Hebrew  word  meant 
&aud  in  general,  and  could  not  be  applied  to  usury. 
It  is  true  that  usury  was  mentioned  by  name,  by 
the  writer,  but  that  was  because  fraud  and  cruelty 
so  often  accompanied  it.  Ezekiel,  it  is  true,  goes 
f\Drther  (xxii.,  12),  and  specifies  usury  as  one  of 
the  crimes  which  had  kindled  the  wrath  of  God 
against  Israel;  but  he  uses  two  words,  one  of 
which  means  usury,  and  is  derived  from  the  same 
root  as  signifies  to  devour,  and  the  other  means 
increase  or  addition. 

He  shews  that  the  Jewish  laws  and  polity  were 
adapted  to  the  Jews  only,  and  that  modem  society 
iu  no  way  resembles  the  condition  of  the  Jews,  to 
whom  usury  was  forbidden. 

He  treats  the  reasons  of  St.  Ambrose  and  Chry- 
sostom  as  of  very  slight  weight,  and  then  says: — 
'*  Money  does  not  beget  money!    What  does 
the  sea?    What  does  a  house,  for  the  letting  of 
which  I  receive  a  rent  ?    Does  money  truly  grow 
from  the  roof  and  walls?    But  the  land  also  pro- 
duces, and  something  is  brought  from  the  sea 
which  afterwards  produces  (or  draws  forth;  Pro- 
Ducnoir)  money,  and  the  convenience  of  a  house 
may  be  bought  or  exchanged  for  a  certain  sum  of 
money.   If,  therefore,  more  profit  can  be  made  by 
trading,  than  from  the  produce  of  any  farm,  is  he 
who  has  let  some  barren  farm  to  an  agriculturist 
to  be  allowed  to  receive  rent  and  profit,  and  another 
man  not  to  be  allowed  to  receive  profit  from 
money  ?    And  if  any  one  buys  a  farm  with  money, 
does  not  that  money  generate  money  every  year? 
Tou  would  allow  that  the  profit  of  the  merchant 
comes  from  his  diligence  and  industry.    Who 
doubts  that  unemployed  money  is  useless?    Or 
that  he  who  asks  a  loan  from  me  does  not  intend 
to  keep  it  idle  when  he  has  got  it?    Now,  in 
truth,  that  profit  does  not  arise  from  the  money, 
but  from  the  produce.    These  reasons,  therefore, 
are  somewhat  subtle,  and  have  some  plausibility ; 
but  when  they  are  frilly  weighed,  they  fail.    I 
therefore  conclude  that  we  are  not  to  judge  of 
nsnry  by  any  particular  passage  of  Scripture,  but 
only  by  the  law  of  equity.    This  will  be  clearer 
by  an  example.    Let  us  suppose  some  wealthy 
man  with  large  possessions  in  farms  and  rents, 
but  not  much  money.    Suppose  another  man,  not 
BO  rich,  nor  of  such  large  possessions  as  the  first, 
but  yet  having  more  ready  money.    The  latter 
being  about  to  buy  a  farm  with  his  own  money, 
is  asked  for  a  loan  by  the  wealthier  man.    He 
who  makes  the  loan  may  stipulate  for  a  rent  for 
his  money,  and  that  the  farm  shall  be  mortgaged 
to  him  until  the  principal  is  repaid ;  but  until  it 
is  repaid,  he  will  be  content  with  the  profit  or 
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usury.  Why,  then,  shall  the  first  contract  with- 
out a  mort^e,  but  only  for  the  profit  of  the 
money,  be  condemned,  when  the  much  harsher 
one  of  the  annual  rent,  with  a  mortgage  of  the 
farm,  is  approved?  And  what  else  is  it  than  to 
treat  Grod  like  a  child  when  we  judge  of  things 
by  mere  words,  and  not  from  the  nature  of  the 
thing  itself?  As  if  virtue  and  crimes  could  be 
perceived  from  the  form  of  the  words!" 

No  one  can  but  admire  the  daring  good  sense 
of  this  argument  in  the  mouth  of  a  divine,  in  de- 
fence of  what  was  then  considered  one  of  the 
worst  crimes  men  could  be  guilty  of,  and  be 
amazed  that  these  arguments  made  scarcely  any 
impression,  even  in  Protestant  England,  for  up- 
wards of  200  years ! 

CAMBACEBES,  JULES. 

De  la  eorvie^  et  de  la  prestation  en  nature, 
Paris,  1848. 

CAMBON,  JOSEPH,  bom  at  Montpellier, 
the  17th  June,  1756.  He  was  a  merchant  there, 
when  the  revolution  broke  out  He  adopted  its 
principles  warmly,  and  in  1791  caused  the  re- 
public to  be  proclaimed  in  his  native  town.  He 
was  sent  as  its  representative  to  the  legislative 
assembly  in  September,  1791.  He  devoted  him- 
self specially  to  the  finances.  In  August,  1793, 
he  was  elected  President  of  the  Assembly ;  and 
in  1794  he  addressed  to  it  his  report  on  the 
finances,  and  brought  forward  the  plan  for  the 
great  book  of  the  public  debt.  He  was  minister 
of  finance  during  the  period  of  the  Assignats 
(AssioNATs).  He  escaped  with  difficulty  with 
his  life  during  the  reign  of  terror,  and  retired  for 
a  while  from  public  life  in  1795.  In  1815  he  was 
elected  a  member  of  the  Chamber  of  Representa- 
tives ;  but,  being  excluded  from  the  amnesty  of 
1816,  he  took  refuge  in  Belgium,  and  died  near 
Brussels,  1 5  th  February,  1820.  £Us  writings  are 
very  numerous. 

Sur  lee  Aseignats,    Paris,  1793. 

Rapport  a  la  convention  nationale  eur  le  prcjet 
de  la  formation  du  grand  livre,    Paris,  1795. 

Lettree  a  see  concitoyens  sur  les ^finances,  Paris, 
1796. 

CAMBBELENO.  A  member  of  the  House 
of  Representatives  in  the  United  States. 

An  examination  of  the  new  tariff  proposed  by 
the  Hon,  Henry  Baldwin^  by  one  of  the  people. 
New  York,  1821. 

Report  of  a  committee  of  the  House  of  Repre-' 
seniativesj  on  the  Sth  of  February,  1830,  on 
commerce  and  navigation.    New  York,  1830. 

CAHPANELLA,  TOMMASO.  One  of  the 
great  leaders  of  the  revolt  of  the  human  mind 
against  the  despotism  of  Aristotle  and  the  school- 
men, was  bom  the  5th  September,  1568,  at  Stilo, 
a  small  town  in  Calabria.  He  was  early  distin- 
guished for  extraordinary  precocity,  and  at  14 
entered  a  convent  of  the  Dominicans.  He  was 
devoured  by  the  love  of  study,  and  in  a  mar- 
vellously short  space  of  time  mastered  Thomas 
Aquinas,  Albertus  Magnus,  and  the  other  com- 
mentators on  Aristotle.  Having  thus  learnt  all 
they  had  to  say,  he  was  profoundly  convinced  of 
the  utterly  unsatisfactory  nature  of  the  School 
philosophy,  and  immediately  began  to  proclidm 
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war  agidnst  it.  His  master  having  nndertaken 
to  maintain  a  public  discussion  at  Cosenza,  was 
taken  ill,  and  the  monks  of  the  convent  invited 
Campanella  to  take  his  place.  Campanella  de- 
clared that  philosophy  was  not  to  be  learnt  from 
authority  or  from  books,  but  from  nature  alone. 
His  audience  were  astonished,  and  declared  that 
he  had  imbibed  the  spirit  of  the  great  Telesio. 
Not  having  previously  heard  of  that  philosopher, 
he  obtained  his  work,  and  became  a  disciple  of 
his  doctrine.  In  1591,  in  his  24th  year,  he  pub- 
lished his  first  work,  Philosophia  seimlnu  demons^ 
trata,  at  Naples.  This  created  such  a  fury  among 
the  partisans  of  the  schoolmen  and  Aristotle,  that 
an  old  man  accused  him  of  magic,  and  he  was 
obliged  to  fly.  He  visited  Rome,  Florence,  where 
he  refused  an  offer  of  a  Professorship  in  the 
University  of  Pisa,  from  the  Grand  Duke 
Ferdinand,  and  settled  for  several  years  at 
Padua,  in  the  Venetian  territory.  Everywhere 
he  denounced  the  doctrine  of  Aristotle,  and  pub- 
lished several  works  against  him.  After  some 
years  he  returned  to  Stilo.  In  1599,  an  immense 
conspiracy  was  formed  against  l^e  abominable 
Spanish  government  of  Naples.  Hundreds  of 
monks  and  country  gentlemen  were  involved  in 
it,  and  Campanella  was  denounced  as  one  of  the 
chiefs.  He  was  siezed  and  carried  to  Naples^ 
where  he  was  thrown  into  prison,  and  kept  there 
S7  years,  notwithstanding  several  efforts  made  by 
the  Pope  for  his  release.  He  was  put  to  the 
torture  seven  times.  At  length  in  1626,  after  the  | 
death  of  Phillip  III,  he  was  released  on  the 
earnest  request  of  Pope  Urban  VIII,  who  claimed 
him  as  a  prisoner  to  the  Inquisition,  on  a  charge 
of  heresy.  He  was  removed  to  Rome,  and  kept 
there  in  a  nominal  custody.  He  acquired  great 
influence  with  the  Pope,  but  the  inveterate 
hostility  of  the  Spanish  agents,  and  the  school- 
men still  pursued  him,  and  made  it  unsafe  for 
him  to  continue  there  any  longer. 

In  1634,  he  escaped  in  disguise  from  Rome,  in 
the  suite  of  the  Comte  de  Noailles,  the  Ambassador 
of  Louis  XIII,  who  was  his  intimate  friend.  He 
fled  to  France,  and  visited  Peiresc  and  Grassendl. 
Richelieu  protected  him,  and  Lous  XIII  conferred 
on  him  a  pension  of  2,000  livres  a  year.  Broken 
down  with  his  long  sufferings,  he  retired  to  a 
convent  of  his  order  in  the  Rue  St.  Honors,  after- 
wards the  celebrated  Jacobins,  and  after  returning 
from  a  visit  to  Descartes  in  Holland,  he  died  21st 
M^,  1639. 

Campanella,  like  many  other  ingenious  philoso- 
phers, devised  a  scheme  for  an  Utopian  Republic 
framed  on  the  most  extreme  communistic  princi- 
ples, it  is  called  CivUas  Solis  poetica.  Idea 
Reipvblic€B  Philoiophica.  This  work  describes 
an  Imaginary  republic;  we  have  given  some 
account  of  it  under  Sociausm. 

CAMPBELL,  D.  FORBES. 

Tnxnslation  oflUmarka  on  the  Production  of  ike 
precunu  metals.  By  Michael  Chevalier,  London, 
1853. 

OAMPBELLy  JOHN,  bom  at  Edinburgh  in 
1708  ;  died  at  London  in  1775. 

The  true  interest  cmd political  maxims  of  the  Re- 
public of  Holland,  By  John  De  Witt,  London, 
I74«. 


CANALS. 

Candid  and  impartial  consideration  of  the  nature 
of  the  Sugar  Trade,    London,  1764. 

A  political  survey  of  Britain ;  being  a  series  of 
reflections  on  the  situation^  lands^  inhiwitants^  reve- 
nues, colonies^  and  commerce  of  this  island,  Lon- 
don, 1774. 

CAHPOMANES,  DON  PEDRO  EODRI- 
OITEZ,  one  of  the  most  celebrated  men  whom 
Spain  produced  in  the  last  centnrv,  was  bom  in 
the  Asturias,  in  1723.  He  was  famous  for  the 
most  varied  accomplishments,  and  for  the  extra* 
ordinary  number  of  languages  with  which  he  was 
fomiliar,  comprising  most  of  the  European  ones, 
and  Arabic.  .He  raised  himself  to  the  highest 
offices  in  the  State  by  his  own  merit.  He  had 
acquired  the  reputation  of  beins  the  ablest  and 
most  upright  lawyer  in  Spain,  when  Charles  HI. 
appointed  him  his  advocate  before  the  Royal  Su- 
preme Court  of  Castillo.  His  works  gained  him 
the  highest  celebrity  in  Europe ;  but  what  most 
concerns  us  is,  that  he  was  a  most  ardent  and  en- 
lightened Economist  He  pointed  out  the  fatal 
dependence  of  Spain  on  the  mines  of  Mexico  and 
Pern.  He  maintained  that  tho  tme  power  of 
Spain  was  in  herself,  in  Europe.  He  earnestly 
advised  that  all  burdens  on  industry  should  be 
removed,  that  foreign  and  domestic  commerce 
should  be  managed  in  a  liberal  and  enlarged  spirit. 
He  pointed  out  the  immense  evils  to  the  State  of 
so  much  land  falling  into  the  hands  of  the  clergy, 
and  being  kept  inalienable  in  mortmain.  He  ad- 
vocated the  entire  freedom  of  trade  in  com,  and 
the  suppression  of  mendicity. 

All  this  was  done  many  years  before  the  Wealth 
of  Nations  was  published. 

He  was  appointed  President  of  the  Cortes, 
Director  of  the  Royal  Academy  of  EUstory,  and 
Minister  of  State.  But  when  Count  Florida 
Blanca  was  appointed  minister,  he  was  deprived  of 
ail  his  offices.    He  died  in  1802. 

Discurso  preliminar  sobre  la  marina,  nav^acion^ 
comercio,  y  expediciones  de  la  repubUca  ds  Car- 
tago.    Madrid,  1756. 

Respuesta  fiscal,  sobre  aboUr  la  tasa  y  estMecir 
el  comercio  de  granos.    Madrid,  1764. 

Discurso  sobre  elfomento  de  industria  popular* 
Madrid,  1774. 

Memoria  sobre  los  abastos  de  Madrid,  Madrid, 
1768. 

Discurso  sobre  la  educadon  popular  de  los  arte^ 
sanos,  y  suf omenta,    Madrid,  1775. 

Apendice  d  la  educadon  popular,  Madrid, 
1775-77. 

CAMPOS,  DON  RAMON. 

Laeconomiareducidadprincipiosexactos,  Ma- 
drid, 1797. 

CAMUS,  M. 

Organisation  sociale  de  Urns  les  travaiUeurs,  de 
Fagriculture,  de  Cindustrie,  du  commerce,  des  tarts 
et  des  sciences*    Paris,  1848. 

CANADA  PAPER. 

The  case  of  the  holders  of  reconnoissances  given 
in  exchange  for  Canada  paper,    London,  1770. 

CANALS,  MICHELE  OUISEPPK 

Storia,  civile,  commerciale,  e  Utieraria  dei  Oeme- 
vesi  dalle  origini  alT  anno  1797.    Geneva,  1844 


CANTILLOK. 


CAPITAL. 


323 


CANAKD,  NICOLAS  FBANSdlS.  For- 
merly Professor  at  the  Central  School,  and  then  at 
the  College  of  Monlins.  He  wrote  several  works 
on  Mathematics  and  Natural  Philosophy. 

Principes  deeonomie  politique,    Paris,  1802. 

MSmoirea  9ur  les  causes  quiprodmeent  la  stagna- 
tion et  le  dScroissement  du  commerce  en  France^  et 
qui  tendent  a  anSaniir  Vindustrie  commerciale^  moyen 
simple  de  les/aire  cesser.     Paris,  1826. 

OAHCALON,  VICTOR. 

Histoire  de  V agriculture  depuis  les  temps  lesplus 
recuUsjusquC  a  la  mort  de  Charlemagne,  Limoges, 
1857. 

CANC&IN,  aEOBOE  DE,  Count,  was  bom 
at  Hanan,  in  1 773.  His  father  was  director  of  the 
salt  mines  of  Hesse.  After  passing  a  very  bril- 
liant career  at  college,  he  went  to  Russia.  In 
1812  he  was  appointed  by  the  Emperor  intendant- 
general  of  the  army,  and  afler  the  death  of  Camp- 
enhansen,  the  comptroller-general  of  finance,  he 
was  placed  at  the  head  of  the  Russian  finances, 
with  very  extensive  powers.  He  enjoyed  a  very 
high  reputation  for  probity  and  knowledge  of 
finance. 

Welireichthumj  Nationalreichthum  und  StaatS' 
wirthseha/t.    Munich,  1821-46. 

Die  CEkonomie  der  menschichen  Oesellschaften 
und  das  Pinanzwesen.    Stuttgard,  1845. 

CANDALLE-BOISSIER,  DE. 

Examen  de  quelques  questions  eTSconomie  poli- 
tique  sur  le  bli,  la  population^  le  credit  public  et  les 
impositions,    Paris,  1816. 

CANaA-ABaUELLES,  DON  JOSE,  born  in 
1770,  in  the  Asturias.  He  was  deputy  to  the 
Cortes  at  Cadiz  in  1812,  and  afterwards  minister 
of  finance.  He  was  proscribed  for  a  time  on  ac- 
count of  his  liberal  ideas.    He  died  in  1843. 

Dieeionario  de  hacienda,    Madrid,  1833. 

ElemenJtos  de  la  ciencia  de  hacienda, 

CANNABBICE,  J.  GOTTFBIED  FBIED- 
BICH. 

Statistieh-geographische  Beschrihtng  des  Kb' 
nigreiehs  Preussen.    Berlin,  1827. 

Statistieh  geographische  Beschrihung  des  JTd- 
nigreiehs  mirtemherg.    Berlin,  1828. 

CANN ON,  WnUAM  J. 

The  effect  ike  repeal  of  the  Com  Laws  would 
have  upon  prices  and  rents^  briefly  considered, 
London,  1844. 

CANTAOBEL,  F.  One  of  the  most  active  dis- 
ciples of  Fourier ;  was  bom  in  1809. 

Lefou  du  Palais  Royal^  dialogue  sur  la  theorie 
phalansterienne. 

Du  V  organisation  des  travaux  publics  et  de  la 
riforme  des  ponts  et  chaussSes, 

CANTALTTPO.  JANVABIO.  An  advocate 
of  Free  Trade. 

Annona  ossia  piano  economico  di  publica  sussis' 
teneia.     1783. 

CANTILLOlf ,  DE.  An  Irish  merchant,  and 
then  a  banker  in  Paris,  and  a  contemporary  and 
friend  of  John  Law.    He  died  in  1733. 


Essai  sur  la  nature  du  commerce  en  giniral, 
Paris,  1752. 

CANTILLON,  PHILIP.  A  merchant  of 
London. 

The  analysis  of  trade,  commerce,  coin,  bullion, 
banhs,  and  foreign  exchanges,    London,  1759. 

CAPEFIOUE,  BAPTISTE  HONOBE  BAT- 
MOND. 

Histoire  des  grandes  operations  financih^es^ 
banques,  bourees,  emprunts,  SfC,    Paris,  1855. 

CAPITAL.— This  word  is  one  of  the  great 
fundamental  conceptions,  upon  the  true  settle- 
ment of  which,  a  permanent  Science  of  Political 
Economy  is  built. 

2.  It  has  been  the  too  common  practice  hitherto 
in  Political  Economy  for  writers  to  treat  the 
notion  of  arriving  at  scientific  conceptions  with 
neglect,  if  not  with  positive  contempt.  And  it 
has  been  very  common  with  them,  either  to  begin 
with  no  definitions  at  all,  or  with  such  as  are 
merely  arbitrary,  and  not  subjected  to  the  laws  of 
Inductive  Logic. 

3.  But  this  is  a  very  grievous  error.  Con- 
ceptions are  not  arbitrary,  but  they  are  founded 
in  nature.  There  is  nothing  more  admirable  in 
Bacon  than  the  earnestness  and  emphasis  with 
which  he  enforces  the  doctrine  that  conceptions, 
notiones,  or  definitions,  are  to  be  settled  and  ascer- 
tained by  the  very  same  process  of  induction  that 
axioms,  or  general  principles,  axiomata,  are. 

4.  And  every  great  philosopher  since  has  en- 
forced the  same  doctrine.  Thus  the  book  in 
Locke's  essay,  which  is  generally  admitted  to  be 
the  most  useful,  is  devoted  to  the  very  purpose  of 
maintaining  the  necessity  of  accurate  conceptions. 
Locke  is  fully  of  opinion  that  other  sciences  be- 
sides the  mathematical,  may  be  raised  to  the  rank 
of  exact  sciences,  by  following  the  same  course  as 
has  been  pursued  in  them,  namely,  by  an  accurate 
investigation  and  settlement  of  their  fundamental 
conceptions,  and  always  using  them  in  the  same 
sense.  Moreover  he  has  remarked  that  it  is  not 
possible  to  arrive  at  general  laws  without  a  proper 
settlement  of  conceptions. 

5.  This  truth  is  fully  acknowledged  bv  the 
cultivators  of  every  Physical  Science,  and  any 
one  who  is  conversant  with  their  history  knows 
perfectly  well  that  their  early  stages  were  full  of 
vehement  controversies  about  definitions,  or  con- 
ceptions. And  it  is  just  because  their  cultivators 
recognized  this,  and  devoted  all  their  energies  to 
obtam  true  conceptions,  that  they  have  since 
made  such  wonderful  progress,  and  that  those 
who  cultivate  them  are  all  agreed  about  them, 
and  consequently  their  united  efforts  advance  the 
science. 

6.  But  Economists  alone  of  all  the  cultivators 
of  any  science,  have  systematically  despised  this 
indispensable  labor.  And  the  result  is  just  what 
might  have  been  expected.  Instead  of  being 
unanimous,  and  all  employed  in  advancing  the 
Science,  they  are  at  present  very  much  employed 
in  combatting  one  another;  and  wo  believe  we 
may  say  with  perfect  truth,  that  there  is  not  a 
single  fundamental  conception  in  Political  Eco- 
nomy about  which  its  cultivators  have  come  to  a 
unanimous  agreement.  And  consequently,  if  they 
cannot  agree  about  the  meanings  of  terms,  how  is 
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it  possible  that  they  can  ever  agree  in  any  general 
proposition  whatever  ?  True  Conceptions  are  the 
foundation  of  true  general  laws. 

7.  In  treating  of  the  word  Capital  we  shall 
not  commence  by  laying  down  any  arbitrary  defi- 
nition of  it.  We  shall  endeJ»vour  to  make  the 
conception  the  result  of  the  investigation.  The 
business  before  us  is  to  discover  the  origin  of  the 
term,  and  the  meaning  attributed  to  it  by  those 
who  used  it  first,  and  then  to  follow  the  current 
of  usace  down  to  the  present  time. 

8.  JBut  we  are  by  no  means  bound  to  adopt 
all  that  these  writers  may  have  said  about  it. 
Because  it  may  possibly  happen  that  some  of 
them  may  have  had  no  very  clearly  defined  con- 
ception of  it  themselves.  They  may  have  mixed 
up  accidental  circumstances  with  essential  ones, 
and  have  given  the  former  undue  prominence,  so 
as  to  have  obscured  the  fundamental  idea. 

9.  Our  business  is,  therefore,  to  consider  what 
things  the  originators  of  the  term  applied  it  to, 
and  why  they  applied  it  to  them,  to  eliminate  all 
accidental  ideas,  and  to  discover  that  onb  funda- 
mental idea,  which  alone  it  is  permitted  to  gene- 
ralize. 

10.  And  here  let  us  lay  down  two  Canons, 
which  will  be  found  to  be  of  very  extensive  utility 
in  the  formation  of  Economical  Conceptions  and 
Axioms. 

I.  The  fundamental  Conceptions  and  Axioms 
of  any  Science  must  be  perfectly  general. 

U.  No  general  Conception,  and  no  general 
Axiom,  must  contain  any  element  involving  more 
than  ONS  fundamental  idea. 

The  truth  of  this  is  manifest,  because  if  any 
element  involves  two  or  more  ideas,  it  is  quali- 
fied, and  therefore  it  limits  the  generality  of  the 
conception,  or  Uie  axiom,  which  is  contrary  to  the 
first  canon. 

11.  To  exemplify  the  truth  of  this,  let  us  take 
the  definition  or  conception  of  force  in  Mechanics. 

Force  is  any  cause  which  produces^  or  tends  to 
produce^  motion. 

This  definition  is  perfectly  general.  It  does 
not  say  force  is  any  material,  or  corporeal,  cause, 
but  any  cause,  corporeal  or  incorporeal,  and  it  is 
perfectly  well  known  that  an  immense  part  of 
mechanical  force  is  incorporeal,  which  can  neither 
be  seen,  nor  handled,  but  yet  may  be  measubbd. 

So  in  Algebra,  a  quantity  is  anything  that  may 
be  MSAsuasD,  whatever  its  nature. 

Now  as  an  example  of  a  conception  of  similar 
generality  in  Political  Economy,  let  us  UlIlq  Aris- 
totle*s  definition  of  Wealth  (Aristoti^). 

«<We  call  wealth  all  (things)  whose  value  is 
measured  in  money."  In  this  we  see  that  the 
term  **  wealth"  fully  answers  the  canon  above 
stated.  It  is  perfectly  general.  It  does  not  say 
something  corporeal,  but  anything. 

But  even  this  definition  may  be  shortened,  for 
the  words  **in  money"  are  superfluous.  Money, 
indeed,  is  the  usual  measure  of  value  among  civi- 
lized nations,  but  yet  the  value  of  things  may  be 
measured  in  other  things,  without  money.  Hence 
we  may  define  Wealth  thus, 

Wealth  is  everything  whose  value  may  he  mea* 
sured. 

By  this  means  we  obtain  a  conception  of  the 
same  generality  as  those  of  physical  science.  And 
this  is  the  standard  to  which  all  conceptions  in 
Political  Economy  must  be  brought,  before  they 


can  be  received  as  satisfactory,  or  fitted  to  form 
the  basis  of  a  science.  Nor  will  any  one  familiar 
with  the  conceptions  of  Physical  Science  accept 
any  of  a  less  degree  of  generality. 

12.  But  this  degree  of  generality  is  only  to  be 
obtained  by  bestowing  the  same  care,  and  by  pro- 
ceeding in  the  same  manner,  as  is  done  to  obtain 
general  laws,  or  axioms.  And  the  formation  of 
conceptions  is  governed  by  exactly  the  same  laws 
of  Inductive  Logic,  as  the  formation  of  axioms. 
Moreover,  having  obtained  the  conception  induc- 
tively, we  must  then  proceed  deductively,  and 
discover  all  the  classes  of  cases  to  which  it  is 
applicable.  By  this  means  only  can  the  limits 
and  the  extent  of  the  subject  be  defined. 

13.  We  shall  now  trace  the  word  Capital  from 
its  origin,  through  dificrent  languages,  till  we  come 
to  our  own. 

The  words  Principal,  and  Capital,  come  to  us 
from  the  Greek  Apxatoy,  and  Jcc^dXacov,  which 
both  mean  the  same  thing,  namely,  a  principal,  or 
capital,  sum  of  money  placed  out  at  interest. 

Thus  Plato  de  Le^ :  v.  742— 

Ml)  hirohiZdvai  Tf  Bareiaafuy^  fiffre  t6kov  fJiifre 

Not  to  return  to  the  lender  either  the  Interest 
or  the  capital. 

So  iBschines  against  Ctesiphon,  Ixviii.  26, — 
Kal  tSkov  HyeyKov  AtifiovOiyei  rob  htapo^OK^' 

/laroc    ^pax/ii^y  rov   firiyoc   r^c    fiya,Qj    ^*^C   ro 

jC€0ciXaiov  avthxray. 
And  they  brought  the  interest  of  the  bribe, 

namely,  a  drachma  by  the  month  for  every  mina, 

until  they  paid  the  capital. 

So  Demosthenes,  p.  834,  5, — 

Tfjc  ^ififig  ovtrlag  oXoy  t6  KE<^dXatoy  &yripfiKcurt. 

They  took  away  all  the  capital  of  my  property. 

So  Plutarch,  Fabius,  c.  4, — 

Tovro  t6  K€<^\ai6y  iariyy  oicrif  fivpioBeg  ^petX" 
fitay. 

This  is  the  capital,  80,000  drachmas. 

So  Acts  xxii.  28,— 

*£<^ai  TToXXov  KeiJMjXalov  rrfp  mXxreiay  ravrriy 
eKTrftrafxriy, 

I  bought  this  freedom  for  a  great  sum. 

So  Chrysostom  says, — 

Kat  TO  Keif^aXauiy  avy  roKig  &y{i\M<T€U 

And  I  spent  the  capital  ana  the  interest. 

So,  Artemidorus,  1.  18.  Ta  xp^fjutra  aoE^dXcua 
KaXeiTcu,    Money  is  called  capital. 

So,  Suidas  says,  Ke^XaiOy  rd  )(/>4/iora.  Ca- 
pita], money. 

And  in  Byzantius's  modem  Greek  Dictionary. 
KetfrnXoMyy  ^  roKil^o^ivTi  iro<T6Tric,  ImX.  ro 
KatriraXe,  Capital,  a  quantity  of  money  put  out 
to  interest.  Italian,  capital— ocrc^jcoi  wreppcuvouny 
t6  K€fj>aX€uoy.  The  interest  exceeds  the  capital. 
— ihiirXidacure  ra  ice^dXaia  rov.  He  has  doubled 
his  capital. 

Thus  we  see  that  in  all  these  passages  the  word 
K&^aXatoy  is  applied  to  a  sum  of  ntoiuy,  usoally 
pat  out  to  inter^  or  invested  for  profit. 

And  Stephens,  in  his  Thesaurus^  defines  the 
word  thus — rc^dXacov,  caput,  nude  frnctos,  et 
redltus,  manat.  Capital,  the  source  whence  any 
profit,  or  rent,  fiows. 
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Now,  a  sum  of  money  put  oat  to  interest  is  a 
special  application  of  the  general  idea;  and  if  we 
want  to  generalize  it,  we  may  say  that  it  is  an 
Economical  Element  applied  to  the  purposes  of 
profit. 

14.  We  have  not  found  any  passage  in  which 

the  word  KefdXmoy  is  used  metaphorically  in 
Greek  for  a  source  or  fountain  in  general.  But 
in  Latin  the  word  caput  is  constantly  used,  not 
only  as  a  sum  of  money  put  out  to  interest,  but  as 
the  source,  or  fountain,  whence  things  spring. 

Thus  in  Livy,  VI.  15.    "De  capite  dedncite, 
.  quod  usuris  pemumeratur." — "  Take  away  from 
the  Capital  what  is  counted  as  interest,** 

Also  VI.  86.  "  Promulgavere  legem  de  asre 
alieno,  ut  dedncto  eo  de  capite,  quod  usuris  pemu- 
meratnm  esset." — "  They  published  a  law  of  debt, 
that  all  that  was  reckoned  as  interest  should  be  de- 
ducted from  the  capital." 

So,  Horace,  Sat.  I.  2,  14.  *'  Quinas  hie  capiti 
mercedes  exsecat.** — ^  He  squeezes  out  five  times 
the  usual  interest  for  his  capital.** 

In  these  places  caput  is  used  strictly  as  applied 
to  money  put  out  to  interest,  for  which  sors  is 
often  used. 

But  it  is  also  constantly  used  as  the  source  or 
origin  of  anything.  Thus,  in  Plautus,  Curctdio^ 
IL  1.  19;  Pseudoltu,  T.  6.  31 ;  Rudens,  IV.  4.  34. 
•*  Scelemm  caput**—"  O  source,  or  fountain,  of 
crimes  *' 

Rudens,  IV.  4.  55.  "Perjurii  caput.**— «0 
fountain  of  perjury.*' 

Cicero,  Pro  Plancioy  c.  23.  "Neque  ego,  si 
fontem  maledlcti  reperietis,  ut  aut  negligetis,  aut 
dissimuletur,  unqnam  postulabo;  si  quid  sine 
capite  manabit,  ant  si  quid,  &c.** — "  Nor  will  I,  if 
ever  you  can  discover  the  source  of  a  calumny, 
ever  ask  you  to  neglect,  or  conceal  it,  if  any 
spring  up  without  an  origin,  &c.** 

And  this  metaphorical  use  of  capui  is  common 
among  the  writers  de  re  rusHcdj  as  the  source,  or 
root,  of  a  plant.  Thus,  Cato,  c.  51 .  "  Hsec  omnia 
a  capite  propagari  eximique  oportet.** — "All  these 
these  must  be  taken  and  propagated  from  a  root.*' 

Also,  c.  36.  "  Capita  majora.**— "  The  greater 
roots.** 

Also,  c.  83.  "  Capita  vitium  per  sementim  ab- 
laqueato.*' — "  Dig  about  the  roots  of  the  vines  at 
seedtime.** 

In  Columella,  caput  is  used  for  capital  gene- 
rally. Thns,  XI.  1. 28.  "  Ut  et  jacturam  capitis 
amissi  restituat.** — "  So  as  to  restore  the  waste 
of  lost  capital  '* 

A  very  common  use  of  caput  is  the  source  or 
fountain  whence  a  stream  or  river  flows. 

Thus,  Palladius,  Aug.  8.  7.  "  Pnteum  fodies, 
et  aqus  caput  requires. — "  Dig  a  well,  and  seek 
a  spring  of  water.** 

15.  In  classical  Latin  we  do  not  find  that  the 
word  capitale  was  used  In  this  sense,  but  it  is  in 
mediaeval  Latin.    Thus  we  read  in  Ducange — 

Capitaub. — Debitffi  pecunite  caput.  Papias, 
capitale,  caput  pecunlfle;  and  it  is  said  to  be  equi- 
valent to  Bortes,  a  usual  Latin  word  for  the 
capital  of  a  sum  lent,  and  he  quotes  several  in- 
stances in  which  the  word  is  used  by  medlieval 
writers  in  this  sense. 

In  process  of  time  this  word  was  shortened 
into  captale,  which  was  particularly  applied  to 
flocks  and  herds,  because  that  was  the  principal 


wealth.  Hence  by  corruption,  come  our  words 
cattle,  applied  to  beasts,  and  chattels  applied  to 
things. 

16.  In  Italian  we  find  in  the  Dictionary  of  the 
Academici  delta  CrwcOj 

"  Capitale ;  la  sorte  principale,  M  fondo,  e  an- 
cora  quella  quantltll  di  danariy  cho  pongono  i 
mercatanti  in  su  i  traffichl,  che  si  dice  anche 
corpo.*^ 

"  Capital ;  the  principal  sum,  thefrind,  and  also 
that  quantify  of  money  which  merchants  place  in 
their  business,  which  is  also  called  corpo,** 

Thus  in  Latin,  in  mediieva!  Latin,  and  in  Ita^ 
lian,  the  word  Capital  was  originally  applied  to 
money  put  out  at  interest,  or  invested  mr  profit, 
and  it  was  then  metaphorically  applied  to  other 
things. 

17.  In  French,  the  usage  is  the  same.  The 
Dictionary  of  the  French  Academy,  6th  edition, 
1835,  says, — 

Capital  employ^  snbstantivement  signifie  le 
principal  d*une  dette,  d*une  rente.  11  a  payi  leg 
intirets  mau  il  doit  encore  le  capital.  Le  capital 
dune  rente  perpHuelle  dement  exigible  en  cm  de 
faiUite  du  debiteur. 

n  se  dit  aussi  d*un  fond  commercial  des  sommes 
que  Ton  fait  valoir  dans  quelque  entreprise. 

Capitaliste ;  celni,  on  celle,  qui  a  des  capitaux» 
des  sommes  d'argent  considerable,  et  qui  les  fait 
valoir  dans  les  entreprises  de  commerce,  d*agri- 
culture,  de  manufacture,  on  de  finance. 

Hence  the  general  idea  is,  that  it  is  a  source 
from  which  some  profit  springs. 

18.  Let  us  now  see  what  Sie  principal  Econo- 
mists say  about  the  word. 

Turgot,  Sur  la  formation  et  la  distributi^m  des 
Richesses^  §  xxxi,  introduces  the  word.  "Ce 
moyen  consiste  k  vivre  de  son  Capital,  on  plutot 
de  rint^r^t  qn*on  en  tire  en  le  pr^tant.** 

Where  it  evidently  means  money  put  out  to 
interest.  But  at  §  lix,  he  gives  rather  a  different 
meaning. 

"  Quiconque,  soit  par  le  revenu  de  sa  terre,  soit 
par  les  salaires  de  son  travail,  on  de  son  Industrie, 
re9oit  chaque  annee  plus  de  valeurs  qu*il  n*a  besoin 
d*en  depenser,  pent  mettre  en  reserve  ce  superflu, 
et  Taccumuler:  ces  valeurs  accumnlees  sont  ce 
qu*on  appelle  un  capital.^ 

He  then  shews  how  this  capital  in  money  may 
be  invested  in  anything,  such  as  an  estate  in  land, 
"il  est  absolument  indiffilrent  que  cette  somme 
de  valeurs,  on  ce  capital,  consiste  en  nne  masse 
de  m6tal,  on  en  toute  autre  chose,  puisqne  Targent 
repr^sente  toute  esp^ce  de  valeur,  comme  toute 
esp^ce  de  valeur  represente  Targent.  Le  pos^ 
sesseur  d*un  capital  pent  done  d*abord  Temployec 
It  acheter  des  terres.** 

Thus  Turgot  introduced  the  notion  of  capital 
being  the  fruit  of  the  accumulation  of  anterior 
labor.  Primarily  money,  and  then  any  other 
things,  such  as  farms,  or  fonds  de  terre,  or  mer- 
chandise, and  he  says,  §c.,  "Nous  avonsvuque 
rargent  n*entre  presqne  pour  rien  dans  la  somme 
totale  des  capitanx  existants,  mais  il  entre  pour 
beaucomp  dans  le  formation  des  capitanx.  En 
effet,  presqne  toutes  les  ^pargnes  ne  se  font  qu*en 
argent;  c*est  en  argent  que  les  revenues  sont 
pay6s  aux  proprietaires,  que  les  avances  et  les 
jrofits  rentrent  aux  entrepreneurs  en  tout  genre; 
c*est  done  de  rargent  qu*ils  ^pargnent,  et  Tac- 
croiasement  annuel  des  capitanx  se  fiait  en  argent, 
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maifl  tooB  lea  entrepreneurs  n^en  font  d*aatre 
nsa^e  qne  de  le  conyertir  anr-le-champ  dans 
differentes  natures  d^effets,  snr  leaqnels  ronle 
lenr  entreprise;  ainsi  cet  argent  rentre  dans  la 
circulation;  et  la  plus  grande  partie  des  cap- 
itaux  n*existent  qu*en  e£fets  de  diff(^rentes 
natures.** 

19.  Adam  Smith,  Wealth  of  Nations.  Book 
n,  chap.  I,  says :  **  When  the  stock  which  a  man 
possesses  is  no  more  than  sufficient  to  maintain 
him  for  a  few  days,  or  a  few  weeks,  he  seldom 
thinks  of  deriving  any  revenue  from  it.  He  con- 
sumes it  as  sparingly  as  he  can,  and  endeavours 
by  his  labor  to  acquire  something,  which  may 
supply  its  place,  before  it  be  consumed  altc^ether. 
His  revenue  is,  in  this  case,  derived  from  his  labor 
only.  This  is  the  state  of  the  greater  part  of  the 
labouring  poor  in  all  countries. 

"But  when  he  possesses  stock  sufficient  to  main- 
tain him  for  months,  or  years,  he  naturally  endea- 
vours to  derive  a  revenue  from  the  greater  part 
of  it,  reserving  only  so  much  for  his  immediate 
consumption,  as  may  maintain  him  till  this 
revenue  begins  to  come  in.  His  whole  stock, 
therefore,  is  divided  into  two  parts.  That  part 
which  he  expects  is  to  afford  him  this  revenue  is 
called  his  Capital.  The  other  is  that  which 
supplies  his  immediate  consumption,  and  which 
consists  either,  first  in  that  portion  of  his  whole 
stock  which  was  originally  reserved  for  this 
purpose ;  or  secondly,  in  his  revenue  from  what- 
ever source  derived,  as  it  gradually  comes  in ;  or 
thirdly  in  such  things  as  had  been  purchased  by 
either  of  these  in  former  years,  and  which  are 
yet  not  entirely  consumed,  such  as  a  stock  of 
clothes,  household  furniture,  and  the  like.*' 

Thus  Adam  Smith  fully  shews  that  he  considers 
capital  to  be  an  economic  element  employed  in  a 
particular  way,  and  his  description  certainly 
implies  the  necessity  of  anterior  accumulation. 
AVe  shall  see  further  on  what  he  includes  nndei* 
the  title  of  capital. 

20.  We  shall  next  take  J.  B.  Say,  who  says. 
Traits  cTeconomie  politique,  p.  68.  Edit.  Guil- 
laumin. 

"  iBn  continuant  k  observer  les  proc^dds  de  Tin- 
du^t^ie,  on  ne  tarde  pas  k  s*apercevoir  que  seule, 
abandonn^e  Helle-meme,  elle  ne  suffit  point  pour 
crder  de  la  valeur  aux  choses.  II  faut  de  plus,  que 
rhomme  industrieux  poss^de  des  produits  ddj& 
existans,  sans  lesquels  son  Industrie,  quelque  ha- 
bile qn*on  la  suppose,  demeurerait  dans  Tinac- 
tion.    Ces  choses  sont : — 

"  1.  Les  outils,  les  instruments  des  differens 
arts.  Le  cultivateur  ne  saurait  rien  faire  sans  sa 
pioche,  ou  sa  b^che,  le  tisserand  sans  son  metier, 
le  navigateur  sans  son  navire. 

"  2.  Les  produits  qui  doivent  fournir  k  Tentre- 
tien  de  Thomme  industrieux,  jusqu'  k  ce  qu*il  ait 
acheve  sa  portion  de  travail  dans  Toeuvre  de  la 
production.  Le  prodnit  dont  il  s*occnpe,  ou  le 
prix  qu'il  en  tirera,  doit,  k  la  v^rit^,  rembourser 
cet  entretien,  mais  il  est  obllg6  d*en  faire  conti- 
nuellement  Tavance. 

"  3.  Les  mati^res  brutes  que  son  Industrie  doit 
transformer  en  produits  complets.  II  est  vrai  que 
ces  mati^res  lui  sont  quel<^uefois  denudes  gratuite- 
ment  par  la  nature ;  maxs  le  plus  souvent  elles 
sont  des  produits  di^k  cr^es  par  rindustrie,  comme 
dee  eemences  que  ragrlcultore  a  Ibuniies,  des 
m^taox  que  Ton  doit  a  Tindustrie  du  nuneur,  «t 


da  fondeuTfdes  drogaes  qne  le  commerpant  ap* 
porte  des  extr^mit^  du  ^obe.  L*homme  indus- 
trieux que  les  travaille,  est  de  m^me  obUg6  de 
faire  Tavance  de  leur  valeur. 

"  La  valeur  de  toutes  ces  choses  compose  ce 
qa*on  appelle  un  capital  productif. 

"  II  faut  encore  considdrer  comme  un  capital 
productif  la  valeur  de  toutes  les  constructions,  de 
toutes  les  ameliorations  rdpandues  sur  un  bien- 
fonds,  et  qui  en  augmentent  le  produit  annuel,  la 
valeur  des  bestiaux,  des  usines,  qui  sont  des 
esp^ces  dd  machines  propres  k  Tindustrie. 

*'  Les  monnaies  sont  encore  un  capital  productif 
toutes  les  fois  qu*elles  servent  aux  echanges,  sans 
lesquels  la  production  ne  pourrait  avoir  lieu. 
Semblabes  k  Fhuile  qui  adoucit  les  mouvemens 
d*une  machine  compliqude,  les  monnaies,  rdpan- 
dues  dans  tons  les  rouages  de  Tindnstrie  humaine, 
facilitent  des  mouvemens  qui  ne  s*obtiendraient 
point  sans  elles.** 

21.  J.  B.  Say  was  one  of  the  first  of  modem 
Economists  to  maintain  that  immaterial  products 
are  within  the  domain  of  Political  Economy.  At 
page  123,  he  says, — 

"  Un  medecin  vient  visiter  un  malade,  observe 
les  symptomes  de  son  mal,  lui  prescrit  un  remMe, 
et  sort  sans  laisser  aucun  produit  que  le  malade 
ou  sa  famille  puissent  transmettre  k  d*autres  per- 
sonnes,  ni  m^me  conserver,  pour  la  consommation 
d*un  autre  temps. 

"  L'industrie  du  medecin  a-t-elle  itk  improduc- 
tive  P  Qui  pourrait  le  penser  P  Le  malade  a  et^ 
sauvd.  Cette  production  dtait-elle  incapable  de 
devenir  la  mati^re  d*un  ^change?  Nullement, 
puisque  le  conseil  du  medecin  a  6td  6chang6 
centre  ses  honoraires ;  mais  le  besoin  de  cet  avis 
a  cess6  d^s  le  moment  qu*il  a  iX€  donn^.  Sa  pro- 
duction 4tait  de  le  dire;  sa  consommation,  de 
Tentendre ;  il  a  6t^  consommd  en  m^me  temps  que 
produit. 

'*  C*est  ce  que  je  nomme  un  prodvit  immaiSrieL 

"  L*indu8trie  d*un  mnsicien,  d*un  acteur,  donne 
un  produit  du  m^me  genre ;  elle  vous  procure  un 
divertissement,  un  plaisir,  qu*il  vous  est  impos- 
sible de  conserver,  de  retenir,  pour  le  consommer 
Slus  tard,  ou  pour  Tdchange  de  nouveau  contre 
'autres  jouissances.** 

Say  says,  that  Adam  Smith  denies  the  name  of 
products  to  such  things,  and  classes  the  labor 
employed  in  them  as  unproductive.  Say  dissents 
from  this,  and  maintains  it  is  truly  productive. 
He  says,  **  Je  ne  trouve  pas  raisonable  de  pr€- 
tendre  que  le  talent  du  peintre  soit  productif,  et 
que  celui  du  musicien  ne  le  soit  pas.** 

However,  though  Say  maintains  the  existence 
of  these  immaterial  products,  at  p.  125  he  denies 
them  the  name  of  Capital. 

"  De  la  nature  des  produits  immat^riels,  il  re- 
sulte  qu*on  ne  saurait  les  accumuler,  et  qu'ils  ne 
servent  point  k  augmenter  le  capital  national. 
Une  nation  oii  il  se  trouverait  une  foule  de  muai- 
ciens,  de  prStres,  d*6mployds,  pourrait  ^tre  un^ 
nation  fort  divertie,  hien  endoctrin^e,  et  admlr- 
ablementbienadministr^e;  mais  voiU  tout.  Son 
capital  recevrait  de  tout  le  traviul  de  ces  hommes 
industrieux  aucun  accroissement  direct,  parce  quo 
leurs  produits  seraient  consonmids  k  mesore  quails 
seraient  cr4ds.** 

And  in  the  epitome  at  the  end  of  the  work, 
p.  569,  he  says, — 

**CAPXTiLX«    Somme  des  valeurs  employte  4 
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hire  des  aTsnces  k  la  xyrodaction.  Ces  yalenn, 
qui  BOQt  ori^inairement  le  frnit  de  rindtistrie 
aid^  de  see  instramens,  ne  se  perp^tuent,  et  ne 
forment  nn  foods  productif  permanent,  qu^antant 
qn'elles  sont  consomm^es  reprodactivement.  Da 
moment  que,  soit  par  Tamoar  des  jonissasces  pr6- 
Bentes,  soit  par  Timperitie  de  r entrepreneur^  qui 
les  emploie,  elles  ne  renaissent  pas  dans  d'aatres 
prodoits,  le  capital  est  dlssipe,  en  tout  on  en 
partle. 

^Tont  capital  transmissible  est  compost  de 
produUe  nuOiriels;  car  rien  ne  pent  passer  d*nne 
main  dans  nne  autre,  sinon  des  mati^res  visibles. 
Un  credit  oavert,  des  effets  de  commerce,  ne  sont 
qne  des  signes  des  valenrs  mat^rielles  actnelle- 
ment  poss^d^es  par  celni,  qui  les  c^de,  pour  an 
temps,  on  poar  toojours,  k  celui  qui  les  accepte.** 

We  most  request  the  especial  attention  of  our 
readers  to  these  extracts;  Saj  maintains  that 
immaterial  products  are  not  capitid  because  they 
are  not  capable  of  accamulatien;  and  he  says  that 
all  capital  must  be  materid,  because  nothing  but 
something  material  can  be  transmitted  from  hand 
tobuid. 

22.  In  his  Covre  compUt  ^Scanomie  oolUiqfie, 
Vol.  I.  p.  91,  in  again  censuring  Adam  Smith  for 
excluding  immaterial  products,  he  says,  **La 
science  et  le  talent  d^un  m^decin,  d*un  chirnrgien, 
d*on  professeur,  ne  sont-ils  pas  des  capitaux  ac- 
quis et  qui  donnent  un  revenu?  Les  lemons 
orales  qa*ils  ont  recues,  n*6 taint  cependant  at- 
tach6e8  k  aucun  proauit  materiel.'' 

At  p.  130,  he  says, — 

**  Or,  Messieurs,  les  fonctions  d*un  capital  sont 
de  foumir  la  valeur  de  ces  avances ;  de  se  lalsser 
consommer  pour  renaltre  sous  d*autres  formes; 
de  se  laisser  consommer  de  nouvean  pour  renaltre 
encore;  et  ainsi  de  suite  6temellement,  pourvu 
que  la  m^me  valeur  capitate  soit  assez  habile- 
ment  employ^  pour  renaltre  constamment,  et 
TOUT  toe  reemploy^e  d*une  mati^re  productive. 
En  moins  de  mots,  un  capital  est  un  somme  de 
valenrs  consacr6es  k  foire  des  avances  k  la  pro* 
duction." 

Now,  how  can  this  be  a  necessary  duty  of 
capital,  when  Say  admits  that  money  may  be 
used  as  capital  f  Money  is  not  destroyed,  which 
be  means  by  caneommer. 

At  p.  137,  he  says, — 

'*La  nature  des  capitaux,  la  nature  de  lenrs 
fonctions,  nous  d^couvrent  des  v^rites  assez  im- 
portantes.  L*une  d'elles  est  que  les  capitaux 
prodnctifs  ne  consistent  point  en  valours  fictives 
et  de  convention,  mais  seulement  en  valours  r^- 
elles  et  intrins^ques,  que  leurs  possesseurs  jugent 
k  propos  de  consacrer  k  la  production.  En  effet, 
on  ne  pent  acheter  des  services  productifs  qu*  avec 
des  objets  mat^riels,  ayant  une  videur  intrin- 
B^que ;  on  ne  pent  amasser  en  capitaux  et  trans- 
mettre  i  une  autre  personne  que  des  valenrs  in- 
corporees  dans  les  objets  materiels.**  And  yet,  in 
a  note  to  this  passage,  he  says,  *^I1  y  a  des  capi- 
taux qui  ne  sont  pas  incorpor^es  dans  les  choses 
mat^rleiles,  comme  la  clientelle  d*un  notaire, 
d*une  entreprise  commerciale ;  mais  cette  portion 
de  capital  est  une  valeur  tr^s  r^elle,  et  non  pas 
seulement  un  signe  comme  ceux  qui,  selon  cert- 
aines  peraonnes,  peuvent  remplacer  les   capi- 


And  at  page  531  of  the  same  volume  he  says, — 
'^li  fant  comprendre  parmi  les  capitaux  plu- 


sieurs  biens  qui  ont  une  valeur,  quoiqu*  ila  ne 
soient  pas  mat^riels.  Le  cabinet  d*un  avocat, 
d*un  notaire,  la  chalandise  d*une  boutique,  la 
reputation  d*nne  enseigne,  le  titre  d*un  ouvrage 
p^riodiqne,  sont  incontestablement  des  biens ;  on 
pent  les  vendre,  les  acqu^rir,  en  faire  Tobjet  d*un 
conti'at;  et  ce  sont  des  biens  capitaux  parceque  ce 
sont  les  fruits  accumul^  d*une  Industrie.  Un 
avocat,  par  la  sagesse  de  ses  avis,  par  son  assi- 
duity et  ses  autres  qualit^s,  a  fait  concevoir  an 
public  une  bonne  opinion  de  son  cabinet;  cette 
bonne  opinion  lui  donne  droit  k  de  plus  forts 
honoraires ;  ce  supplement  de  profit  est  le  revenue 
d*un  capital  appeie  ripukUion ;  et  ce  capital  est 
le  fruit  des  soins,  et  des  peines,  que  Favocat  a 
pris  pendant  plusienrs  annles/' 

23.  We  must  beg  our  readers  to  observe  the 
astounding  self-contradiction  contained  in  these 
passages.  In  the  former  ones  he  denies  that  im- 
material products  are  capital,  or  that  anything 
but  material  products  can  be  accumulated,  and 
transmitted  from  hand  to  hand.  In  the  latter,  he 
maintains  that  these  immaterial  products  are 
capital,  liiat  they  are  the  fruit  of  accumulated 
industry,  and  that  they  may  be  transferred  from 
hand  to  hand  I  Kow,  unfortunately,  this  is  only 
one  example  among  many  of  the  self-contradic- 
tions of  Economists ;  and  then  it  is  said  that 
Political  Economy  cannot  be  made  an  exact 
science  I 

24.  At  page  154  he  very  justly  says  that  edu- 
cation is  capital. 

"Une  autre  esp^ce  d^^pargne  est  celle  qu*on 
fait  en  se  procurant  des  talens,  en  61evant  ses 
en&ns,  &c.  Si  ces  talens  sont  Incratifs,  ils  repre- 
sentent  un  capital  dont  la  rente  est  dans  les 
profits  qu*ils  pourront  procurer.  ♦  *  *  Une 
famille  m^me  de  simples  manouvriers,  qui  a  les 
moyens  d^^lever  un  enfant  jusqu*  k  I'&ge  d'homma, 
mais  qui  n*a  pas  les  moyens  de  lui  donner  aucun 
talent,  n*en  a  pas  moins  accumule  nn  capital  an 
profit  de  ce  fils ;  car,  par  une  suite  de  privations, 
et  d*epargnes  sur  ses  autres  d^penses,  elle  en  a 
flEiit  un  homme  capable  de  gagner  un  salaire 
quelconque,  qui  est  le  revenu  d*un  capital  appeie 
homme ;  car  un  homme  fait,  quel  quUl  soit,  est  un 
capital  accumuU.^^ 

At  p.  163.  **  Or  cette  popu1ation-12^  r^sultat 
des  avances  successivement  faites  pour  la  mettre 
k  ce  point,  est  elle  mdme  uu  capital  accumuie. 
Les  richesses  des  nations  se  r^duisent  done  k  ces 
capitaux,  et  les  capitaux  ne  s^acqui^rent  que  par 
Tdpargne.  C'est  elle  seule  qui  a  fait  Topulence 
de  la  Hollande,  de  TAngleterre,  qui  a  fait  la 
notre,  et  qui  la  portera,  j'esp^re,  fort  au-del4  de 
ce  que  nous  la  voyons. 

*'  C'est  la  fausse  id^e  qu*on  ne  pouvait  ^pargner 
que  les  produits  mat^riels  pour  en  faire  des  capi- 
taux durables,  qui  k  empech^  Adam  Smith,  et 
apr^s  lui  plusienrs  ^crivains  Anglais,  de  regarder 
comme  productif,  les  travaux  qui  ne  logent  de 
valeur  dans  aucune  mati^re;  comme  ceux  d*un 
instituteur,  d'un  avocat,  d'un  m^decin. 

"  Ces  auteurs  ne  se  sont  pas  apercns  que,  bien 
que  de  semblables  travaux  soient  necessatrement 
consommes  k  mesure  qu*ils  sont  executes,  ils 

Seuvent  etre  consommes  d*une  mani^re  repro- 
uctive;  d*une  mani^re,  consequemment,  qui 
perpetue  la  valeur  qu*ils  ont  eu,  et  pent  en  fairu 
an  capital.  Le  capital  d*un  artiste  est  son  talent ; 
or  son  talent  est  n^  des  logons  qu'ils  aregus.  Les 
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leqons  ont  ^t^  consomm^es,  mais  il  est  n^  de  cette 
consommation  nne  contre-yalear,  mlae  en  reserve 
dans  la  t^te  d'eUve  et  devenne  un  capital  produc- 
tif.  Une  nation  oil  iJ  y  a  beancoap  de  talens 
acqnis,  soit  dans  les  beaux  arts,  soit  dans  les  arts 
indostriels,  est  incontestablement  plus  riche  qa*une 
autre  nation  od  les  memes  talens  n*existent  pas. 
£lle  obtient  tous  les  ans,  en  raison  de  cette  su- 
periority de  talens,  de  plus  gros  profits,  des  re- 
venues plus  considerables." 

J.  B.  Say  in  the  preceding  extract  blames 
Adam  Smith  for  excluding  immaterial  products 
from  national  wealth.  If  he  had  looked  to  his 
own  previous  treatise,  he  would  have  found  some 
one  else  to  blame,  nearer  than  Adam  Smith. 

At  p.  520,  he  says, — 

^'  Sans  une  classification  des  choses  posscd^es 
qui  les  embrasse  toutes,  en  fesant  un  Evaluation 
des  biens  d*une  nation,  d*une  communautE,  d*un 
partlculier,  nous  ne  serious  jamais  certains  de  la 
faire  complete.    ♦    *    ♦ 

*'Nos  propriet6s  se  composant  de  nos  biens, 
quels  qu*ils  soient,  comprennent  nos  biens  naturels 
en  meme  temps  que  nos  richesses  sociales." 

And  after  going  through  several  descriptions  of 
personal  talents,  he  says, — 

'*  Ce  que  je  vous  ai  dit  sufSt,  je  pense,  pour  vous 
convaincre,  messieurs,  que  les  facultis  indus- 
trielles  sont  des  propri^t^s  du  m^me  genre  que 
toutes  les  autres,  et  que  ce  n*est  qu*en  les  respec- 
tant  k  r^gal  de  toutes  les  autres  qu*on  obtient 
tous  les  avantages  sociaux  attaches  an  di'oit  de 
propriety.  Far  la  m^me  raison  cette  esp^ce  de 
propriety,  quoiqu^elle  puisse  difficilement  se  tra- 
duire  en  chiffres,  fait  neanmoins  partie  des 
richesses  gencrales  d*une  nation.  Une  nation  oil 
les  capacites  industrielles  sont  plus  nombreuses, 
plus  eminentes  qu*ailleurs,  est  un  nation  plus 
riche." 

Of  the  two  treatises  from  which  these  extracts 
are  taken,  the  latter  was  published  very  consider- 
ably later  than  the  first,  and  consequently  in  the 
remarkable  self  contradiction  displayed  in  them, 
we  may  fairly  take  the  latter  as  the  more  matured 
opinion  of  the  author. 

26.    We  shall  now  see  what  Ricardo  says. 

At  p.  16,  Principles  of  Political  Economy^  3rd 
edition,  we  meet  with  the  following: — 

^  Even  in  that  early  state  to  which  Adam  Smith 
refers,  some  capital,  though  possibly  made  and 
accumulated  by  the  hunter  himself,  would  be  ne- 
cessary to  enable  him  to  kill  his  game."  One 
would  imagine,  that  on  the  first  introduction  of 
such  an  important  word  as  Capital,  some  little 
explanation  would  have  been  given  of  it.  By  no 
means.  The  bewildered  reader  goes  on,  and  on, 
and  on,  all  the  while  wondering  what  this  strange 
word  can  mean,  till  at  last,  at  page  89,  no  less 
than  73  pages  after  it  has  been  first  introduced, 
he  finds  this  pai'agraph, — 

*'  Capital  is  that  pai-t  of  the  Wealth  of  a  country 
which  is  employed  in  production,  and  consists  of 
food,  clothing,  tools,  raw  materials,  machinery, 
&c.,  necessary  to  give  efiect  to  labor." 

Here  at  length  we  might  suppose  that  light  had 
broken  in  upon  us,  but,  on  the  contrary,  it  is 
dai'ker  than  ever;  for,  instead  of  one  unexplained 
word,  we  have  two,  vseaUh  and  production.  What 
is  wealth?  and  what  is  production  ?  Of  these  we 
may  gather  that  wealth  means  material  things 
exclusively,  but  what  production  is  we  have  not 


been  able  to  discover  from  the  whole  of  Blcardo's 
work. 

27.  Malthus,  Definitions  of  Political  Economy^ 
p.  237,  defines  capital  to  be, — 

'*  That  portion  of  the  stock  of  a  country  which 
is  kept  or  employed  with  a  view  to  profit  in  the 
production  or  distribution  of  wealth ;"  and  he  de- 
fines stock  to  be  accumulated  wealth,  either  re- 
served by  the  consumer  for  his  consumption,  or 
kept  or  employed  with  a  view  to  profit,  and  he 
defines  wealth  to  consist  entirely  of  material 
objects. 

28.  Mr.  Senior,  Political  Economy^  p.  59, 
says, — 

^  The  term  Capital  has  been  so  variously  de- 
fined, that  it  may  be  doubtful  whether  it  have  any 
generally  received  meaning.  We  think,  however, 
that  in  popular  acceptation,  and  in  that  of  Econo- 
mists themselves,  when  they  are  not  reminded  of 
their  definitions,  that  word  signifies  an  article  of 
wealth,  the  result  of  human  exertion^  employed  in 
the  production  or  distribution  of  wealth,  T\e  say 
the  result  of  human  exertion,  in  order  to  exclude 
those  productive  instruments  to  which  we  have 
given  the  name  of  natural  agents,  and  which  afford 
not  profit,  in  the  scientific  sense  of  that  word,  but 
rent. 

*'  It  is  evident  that  Capital,  thus  defined,  is  not 
a  simple  productive  instrument;  it  is  in  most 
cases  the  result  of  all  the  three  productive  instru- 
ments combined.  Some  natural  agent  must  have 
afibrded  the  material,  some  delay  of  enjoyment 
must  in  general  have  reserved  it  from  unproduc- 
tive use,  and  some  labor  must  in  general  have 
been  employed  to  prepai*e  and  preserve  it.  By 
the  word  abstinence  we  wish  to  express  thai  agents 
distinct  from  labor  and  the  agency  of  nature,  the 
concurrence  of  which  is  necessary  to  the  existence 
of  Capital,  and  which  stands  in  the  same  relation 
to  Profit  as  Labor  does  to  Wages,  We  are  awan 
that  we  employ  the  word  abstinence  in  a  more 
extensive  sense  than  is  warranted  by  common 
usage.  Attention  is  usually  drawn  to  abstinence 
only  when  it  is  not  united  with  labor.  It  is  re- 
cognized instantly  in  the  conduct  of  a  man  who 
allows  a  tree,  or  a  domestic  animal,  to  attain  its 
full  growth ;  but  it  is  less  obvious  when  be  plants 
the  sapling,  or  sows  the  seed  corn.  The  observer's 
attention  is  occupied  by  the  labor,  and  he  omits 
to  consider  the  additional  sacrifice  made  when 
labor  is  undergone  for  a  distant  object  "^    «    « 

**We  have  already  defined  Capital  to  be  an 
article  of  wealth,  the  result  of  human  exertion, 
employed  in  the  production  or  distribution  of 
wealth ;  and  we  have  observed  that  each  indivi- 
dual article  of  wealth  is  in  general  the  result  of  a 
combination  of  all  the  three  great  instruments  of 
production — labor,  abstinence,  and  the  agency  of 
nature." 

At  p.  134,  Mr.  Senior  includes  intellectual  ca- 
pital,— 

'^  Even  in  our  present  state  of  civilization,  which, 
high  as  it  appears  by  comparison,  is  ftn  short  of 
what  may  be  easily  conceived,  or  even  of  what 
may  confidently  be  expected,  the  intellectual  and 
moral  capital  of  Great  Britain  far  exceeds  all  hxx 
material  capital,  not  only  in  importance,  but  even 
in  productiveness.  The  families  that  receive  mere 
wages  probably  do  not  form  a  fourth  of  the  c<Mn- 
munity ;  and  the  comparatively  large  amount  of 
the  wages  even  of  these  is  principaliy  owing  to 
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the  capital  and  skill  with  which  their  efforts  are 
assisted  and  directed  by  the  more  educated  mem- 
bers of  the  society.  Those  who  receive  mere  rent, 
even  using  that  word  in  its  largest  sense,  are  still 
fewer ;  and  the  amount  of  rent,  like  that  of  wages, 
principally  depends  on  the  knowledge  by  which 
the  gifts  of  nature  are  directed  and  employed. 
The  bulk  of  the  national  revenue  is  profit,  and  of 
that  profit  the  portion  which  is  mere  interest  on 
material  capital,  probably  does  not  amount  to  one- 
third.  The  rest  is  the  result  of  personal  capital, 
or  in  other  words  of  education. 

^  It  is  not  on  the  accidents  of  soil  or  climate,  or 
on  the  existing  accumulation  of  the  material  in- 
struments of  production,  but  on  the  quantity  and 
diffusion  of  this  immaterial  capital,  tliat  the  wealth 
of  a  country  depends.  The  climate,  the  soil,  and 
the  situation  of  Ireland  have  been  described  as 
superior,  and  certainly  are  not  much  inferior  to 
onr  own.  Her  poverty  has  been  attributed  to  the 
want  of  material  capital ;  but  were  Ireland  now 
to  exchange  her  native  population  for  seven  mil- 
lions of  our  English  North  countrymen,  they 
would  quickly  create  the  capital  that  is  wanted. 
And  were  England  North  of  Trent,  to  be  peopled 
exclusively  by  a  million  of  families  from  the 
West  of  Ireland,  Lancashire  and  Yorkshire  would 
still  more  rapidly  resemble  Connanght.  Ireland 
is  physically  poor  because  she  is  morally  and  in- 
tellectually poor,  because  she  is  morally  and  in- 
tellectually uneducated.  And  while  she.  continues 
uneducated,  while  the  ignorance  and  violence  of 
her  population  render  persons  and  property  inse- 
cure, and  prevent  the  accumulation  and  prohibit 
the  introduction  of  capital,  legislative  measures. 
Intended  solely  and  directly  to  relieve  her  poverty, 
may  not  indeed  be  ineffectual,  for  they  may  aggra- 
vate the  disease,  the  symptoms  of  which  they  are 
meant  to  palliate,  but  undoubtedly  will  be  pro- 
ductive of  no  i)ermanent  benefit.  Knowledge  has 
been  called  power ;  it  is  far  more  certainly  wealth. 
Asia  Minor,  Syria,  Egypt,  and  the  northern  coast 
of  Africa,  were  once  among  the  richest,  and  are 
now  among  the  most  miserable  countries  in  the 
world,  simply  because  they  have  fallen  into  the 
hands  of  a  people  without  a  sufficiency  of  the 
immaterial  sources  of  wealth  to  keep  up  the  ma- 
terial ones.'* 

It  will  be  seen  further  on  in  this  article  how 
entirely  we  agree  in  Mr.  Senior's  opinions  on  this 
point. 

29.  Mr  James  Mill,  Elements  of  Political 
Economy^  drd.  Edition,  p.  16  says, — 

"  We  have  already  observed  that  labor  per- 
forms its  operations,  either  simply,  by  the  unaided 
powers  of  the  human  body ;  or  with  the  use  of  in- 
struments, which  augment  not  only  the  quantity, 
but  often  also  the  accuracy  and  precision  of  its 
results. 

""  Aa  examples  of  the  earliest  and  simplest  of  the 
instruments,  contrived  for  this  purpose,  we  may 
mention  the  bow  and  arrow,  and  the  sling,  of  the 
huntsman.  The  spade  is  an  instrument  easily 
invented  for  turning  the  soil ;  and  a  certain  rude 
machine,  to  which  the  force  of  cattle  may  be 
applied,  and  which  is  the  first  form  of  a  plough, 
suggests  itself  at  an  early  stage  of  improvement. 

^  From  these  beginnings  men  proceed,  invent- 
ing one  instrument  after  another,  the  axe,  the 
hunmer,  the  saw,  the  wheel,  the  wheel-carriage, 
and  so  on,  till  they  arrive  at  last  at  that  copious 


supply  of  complicated  machinery  by  which  labor 
is  rendered  productive  in  the  most  artificial  states 
of  society.  The  provision  which  is  made  of  these 
instruments  is  called  Capital. 

"This,  however,  is  not  the  whole  of  what  is  de- 
nominated Capital.  Labor  in  its  earliest  stage  is 
not  employed  upon  any  materials  but  such  as 
nature  presents,  without  any  prepai*ation  at  the 
hands  of  man.  When  the  savage  climbs  the  tree, 
to  gather  the  fruit ;  when  the  huntsman  tears  down 
the  branch  to  form  his  club  or  his  bow,  he  oper- 
ates upon  materials  which  are  prepared  for  him  by 
the  hands  of  nature.  At  a  subsequent  stage  in 
the  progress  of  industry,  the  materials  upon  which 
labor  is  employed,  have  generally  been  the  result 
of  previous  labor.  Thus  the  flax  and  the  cotton, 
which  are  to  be  manufactured  into  cloth  and 
muslin,  have  been  the  result  of  the  labor  of  agri- 
culture ;  the  iron  has  been  the  result  of  the  labors 
of  the  miner  and  smelter,  and  so  of  other  things. 
The  materials  upon  which  labor  is  to  be  employ- 
ed, when  they  have  been  the  result  of  previous 
labor,  are  also  denominated  Capital. 

"  When  we  speak  of  labor  as  one  of  the  instru- 
ments of  production,  and  of  capital  as  the  other, 
these  two  constituents,  namely,  the  instruments 
which  aid  labor,  and  the  materials  upon  which  it 
is  employed,  are  all  that  can  be  correctly  included 
in  the  idea  of  Capital.  It  is  true  that  waffes  are 
in  general  included  under  that  term.  But  m  that 
sense  labor  is  also  included,  and  can  no  longer  be 
spoken  of  as  an  instrument  of  production  apart 
from  capital. 

"  We  have  already  seen,  that  whenever  labor  is 
spoken  of  as  a  separate,  distinct  instrument  of 
production,  the  idea  of  the  subsistence,  or  con- 
sumption of  the  laborer,  for  which  wages  is  but 
another  name,  is  included  in  the  idea  of  the  labor. 

"Having  thus  endeavoured  to  annex  precise 
ideas  to  the  terms  Capital  and  Labour,  a  matter 
of  the  utmost  importance  in  the  study  of  Political 
Economy,  and  to  distinguish  their  respective  de- 
partments in  the  business  of  production,  it  is  only 
further  necessary  to  advert  to  the  origin  of  capital 
and  the  laws  of  its  accumulation. 

"It  is  easy  to  discover,  that  the  source  from 
which  capital  is  ultimately  derived  is  labor.  Pro- 
duction of  necessity  begins  with  hands.  There 
can  be  no  instrument  till  it  is  made ;  and  the  first 
instrument  had  no  previous  instrument  to  be 
made  with. 

"  The  first  portion  of  Capital,  therefore,  was  the 
result  of  pure  labour,  without  the  co-operation  of 
Capital." 

30.  No  person  familiar  with  the  method  of  pro- 
ceeding in  Natural  Philosophy  can  fail  to  see  the 
utterly  unscientific  character  of  the  preceding 
extract.  It  is  a  mere  arbitrary  enumeration  of 
what  Mr.  Mill  considers  to  be  Capital ;  but  there 
is  no  general  idea  given  of  it,  which  is  what  we 
want.  It. is  perfectly  easy  to  see  the  incorrect- 
ness of  the  assertion  of  the  last  paragraphs.  Pro- 
duction does  not  begin  with  hands.  Did  the 
hands  of  man  produce  the  first  cattle,  the  first 
corn,  the  first  fruit  trees  P  It  is  perfectly  clear 
that  the  first  capitsd  existed  before  labor,  as  we 
have  shewn  afterwards. 

31.  Mr.  McCulloch  has  also  introduced  an 
arbitrary  definition  of  Capital.  Principles  of 
Political  Economy.    4th  edit.,  p.  100. 

"The  Capital  of  a  conntry  consists  of  (hose 
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partioM  of  the  produce  of  i$idfutry  exieting  in  U^ 
which  may  be  dixectjlt  employed  either  to  eupport 
human  beings,  or  to  faeHUate  production.  .  .  .  ** 
The  italics  are  the  aathor's  own.  From  this  it 
evidently  appears  that  Mr.  McCnlloch  means  bj 
Capital,  simply  the  quantity  of  things  already 
existing  npon  which  labor  has  been  employed. 
He  allows  that  this  definition  differs  entirely 
from  that  of  Adam  Smith,  and  we  believe  from 
that  of  any  other  Economist  whatever,  and  we 
have  no  hesitation  in  rejecting  it. 

82.  Rossi  entirely  dissents  from  the  definition 
of  Mr.  McCnlloch.  Coure  cTEconomie  Politique^ 
T.  III.  p.  279. 

**  L*(suvre  de  la  production  exige,  outre  le  tra- 
vail, le  conconrs  dn  capital.  Nous  avons  souvent 
dlt  se  qu*on  entend  par  capital.  Dans  le  langage 
de  la  science,  ce  n*est  pas  une  richesse  qnel- 
conque,  ce  n^est  pas  une  valenr  qneloonqne,  c'est 
uniqnement  cette  partie  des  valenrs  qui  est  ap- 
pliqn6e  k  la  production.  Encore  une  fols,  dans 
le  langage  commun,  on  appelle  dn  nom  de  capital 
les  pierres  pr^cieuses  qu*une  femme  a  dans  son 
toin,  les  tableaux  qu*un  amateur  a  dans  sa  galerie ; 
mats  le  capital,  instrument  de  la  production,  n'est 
autre  chose  que  cette  partie  des  valours  qui  est 
appliqn^e  k  la  reproduction  de  la  richesse. 

^Ainsi,  si  en  nous  demande — **  Les  machines 
Bontellesun  capital?'*  H  n ^  a  ancun  doute.  ^Les 
animanx  appliques  an  travail,  sont  ils  un  capital  ?  ** 
II  n'y  a  aucun  doute.  **  Les  hangars,  boutiques, 
maisons  servants  an  travail,  sont-ils  un  capital  P'*  II 
n*y  a  encore  aucun  doute.  "  L*argent  monnay^  est  il 
un  capital  f"  La  r^ponse  est  la  mdme.  Je  le  r6- 
p^te,  c*est  par  la  destination,  et  uniqnement  par  la 
destination,  qu*on  salt  si  une  partie  quelconque  des 
valenrs  nationales  est  on  n*est  pas  un  capital. 

**  Ainsi  Targent  que  Tavare  enfouit  dans  son  jar- 
din,  n*est  pas  un  capital  tant  qu*il  reste  enfoni 
parce  qnUl  ne  sert  pas  k  la  production,  parce  qu*ll 
n^est  pas  disponible,  parce  qu*il  n'est  pas  offert  snr 
le  march^  comme  instrument  de  la  production. 
Mais  Fargent  qu*un  fabricant  pent  emprunter, 
Targent  qu*un  capitaliste  est  toujours  dispose  k 
prater,  pourvu  qu*on  lui  oflre  des  garanties,  des 
sfiret^s  Bufflsantes,  cet  argeot-U  est  un  capital.** 

33.  Mr.  John  Stuart  Mill,  Principles  of  Po- 
Utieal  Economy^  B.I.C.  lY.  says  that  there  are 
three  requisites  to  production,  labor,  natural 
agents,  and  a  stock  of  the  products  of  former 
labor  previously  accumulated.  ^'This  accumu- 
lated stock  of  the  produce  of  labor  is  termed 
capital.       •       *       * 

**  Capital,  by  persons  wholly  unused  to  reflect 
on  the  subject,  is  supposed  to  be  synonymous 
with  money.  To  expose  this  misapprehension 
would  be  to  repeat  what  has  been  said  in  the 
introductory  chapter.  Money  is  no  more  syn- 
onymous with  capital  than  it  is  with  wealth. 
Money  cannot  in  itself  perform  any  part  of  the 
office  of  capita],  since  it  can  afford  no  assistance 
to  production.  To  do  this  it  must  be  exchanged 
fi>r  other  things ;  and  anything  which  is  susceptible 
of  being  exchanged  for  other  things^  is  ceqxwle  of 
contributing  to  production  in  the  same  decree. 
What  capital  does  for  production,  is  to  afibra  the 
shelter,  protection,  tools,  and  materials  which  the 
work  requires,  and  to  feed,  and  otherwise  main- 
tain the  laborers  during  the  process.  Speakinff 
of  the  manufacturer,  he  says,  ^  His  money  and 
finished  goods,  however,  are  not  irhoHj  capital, 


fbr  he  does  not  wholly  devote  them  to  these  pur- 
poses; he  employs  a  part  of  the  one,  and  of  the 
proceeds  of  the  other,  in  supplying  his  personal 
consumption  and  that  of  his  family,  or  in  hiring 
grooms  and  valets,  or  maintaining  hunters  ana 
hounds,  or  in  educating  his  children,  or  in  paying 
taxes,  or  in  charity.  What  then  is  his  capital  ? 
Precisely  that  part  of  his  possessions  whatever  it 
be,  which  he  designs  to  employ  in  carrying  on 
fresh  production.  It  is  of  no  consequence  that  a 
part  or  even  the  whole  of  it,  is  hi  a  fMm  in 
which  it  cannot  directly  supply  the  wants  of 
laborers. 

^*  Suppose,  for  instance,  that  our  capitalist  is  aa 
hardware  manufacturer,  and  that  his  stock  in 
trade,  over  and  above  his  machinery,  consists  at 
present  wholly  in  iron  goods.  Iron  goods  cannot 
feed  laborers.  Nevertheless  by  a  mere  change 
of  the  destination  of  these  iron  goods,  he  can  caoae 
laborers  to  be  fed.  Supix)se  that  with  a  portion 
of  the  proceeds  he  intencled  to  maintain  a  pack  of 
hounds,  or  an  establishment  of  servants;  and  thai 
he  changes  his  intention,  and  employs  it  in  his 
business,  paj^ing  it  in  wages  to  additional  work- 
people. These  workpeople  are  enabled  to  bay 
and  consume  the  food  which  would  otherwise 
have  been  consumed  by  the  hounds,  or  by  the 
servants,  and  thus,  without  the  employer's  having 
seen  or  touched  one  particle  of  the  food,  his  con* 
duct  has  determined  that  so  much  more  of  the 
food  existing  in  the  country  has  been  devoted  to 
the  use  of  productive  laborers,  and  so  much  less 
consumed  in  a  manner  wholly  unproductive. 

*  *  *  The  distinction  then,  between  Capital 
and  not'capital,  does  not  lie  in  the  hind  of  commo- 
dities, but  tn  the  mind  of  the  capitalist — ^in  his  will 
to  employ  them  for  one  purpose  rather  than  for 
another ;  and  all  property,  however  ill  adapted  in 
itself  for  the  use  of  laborers,  is  a  part  of  capital 
as  soon  as  it^  or  the  value  to  be  received  from  it, 
is  set  apart  for  productive  employment.  The 
sum  of  all  the  values  so  destined  by  their  respec- 
tive possessors,  composes  the  capital  of  the  oountiy. 
Whether  aU  those  values  are  m  a  shape  directly 
applicable  to  productive  uses,  makes  no  difference. 
Once  appropriated  to  that  end,  they  do  not  fiidl 
to  find  a  way  of  transforming  themselves  into 
things  fitted  to  be  applied  to  it.  ** 

Thus  Mr.  Mill  fully  agrees  in  the  distinction 
that  capital  is  not  any  particular  thing,  but 
that  whether  an  article  is  capital  or  not,  entirely 
depends  on  the  method  in  which  it  is  employed, 
and  he  also  says  that  antthing  which  can  be 
exchanged  may  be  Capital, — an  admission  we 
shall  find  hereafter,  to  be  of  the  most  important 
consequence. 

84.  M.  Coquelin,  in  the  DietUnmaire  dEeoni^ 
omie  Politique,  art.  Capital,  says  *'  on  peat  dire 
d*une  maniere  g^n^rale  que  le  capital  est  le  frait 
de  raccumulation.  C*est  Tensemble  des  valeure 
ant^rienrcment  soustraites  k  la  consommation 
improductive,  et  que  le  pass^  a  l^gu^es  an  inresent. 
*  *  **  Sanf  quelques  ^crivains  qui  ne  font  pas 
autorit^  dans  la  science,  tons  les  (eonomistes 
s*accordent  k  ne  pas  comprendre  sous  la  d^nomi* 
nation  de  capital  la  terre,  ni  les  instnunents 
donnas  par  la  nature,  mais  seulement  les  valenrs 
cr^  de  main  d*  homme,  et  ant^rieurement  ac- 
cnmulto.** 

85.  On  comparing  the  definitions  of  CH^ttsI,  as 
used  by  these  varioua  writers,  we  may  gather  dis- 
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tinedy  that,  with  few  exceptions,  they  aclniow- 
ledge  that  nothing  is  sbsblntdy  capital,  bat  that 
whether  it  is  so  or  not,  depends  npon  the  method 
of  its  use,  or  employment. 

This  woold  be  perfectly  satisfactory  as  a  general 
definition,  bnt  it  will  be  seen,  they  all  clog  this 
definition  with  the  limitation  that  it  is  the  fruit 
of  past  labor.  Thns  we  think  that  the  spirit  of 
these  definitions  may  be  expressed  thns, — 

Capital  is  wealth  accnmnlated  from  past  human 
labor,  and  employed  in  a  particular  manner. 

36.  Upon  looking  at  this  deiinition  it  imme- 
diately strikes  us  that  it  violates  the  first  canon 
laid  down  above ;  it  is  not  general,  it  is  limited, 
for  it  is  not  wealth  in  general,  but  wealth  the 
fruit  of  past  human  labor. 

^  The  question  is  to  consider  whether  this  limita- 
tion is  necessary  and  essential,  or  whether  it  may 
be  rejected. 

Now  we  observe  that  though  a  great  portion  of 
existing  capital  may  be  the  result  of  human  labor, 
it  is  perfectly  manifest  that  the  first  capital  men 
possessed,  was  hot  the  result  of  human  labor. 

When  man  was  first  placed  upon  the  earth,  it 
is  undoubtedly  certain  that  he  found  the  means 
of  support  already  prepared  for  him.  This  is  a 
conclusion  that  all  agree  in.  The  most  ardent 
sticklers  for  the  literal  interpretation  of  the  first 
chapter  of  Grenesis,  and  the  most  sceptical  of 
geologists,  are  unanimously  of  opinion,  that  how- 
ever, or  whenever,  man  appeared  npon  the  earth, 
he  found  fruits,  and  com,  and  cattle,  and  fish 
already  on  the  earth  prepared  for  his  use.  No 
one  can  allege  that  the  first  cattle,  the  first  fruits, 
or  the  first  com,  were  the  result  of  human  labor. 

Mankind  therefore  employing  part  of  these  for 
immediate  use,  and  setting  aside  and  reserving 
another  portion  for  increase,  for  reproduction,  for 
prodnciuff  something  for  future  use,  immediately 
turned  them  into  capitai*,  which  was  not  the 
result  of  human  labor. 

37.  Moreover,  though  flocks  and  herds  may 
be  tended  and  appropriated,  and  may  be  kept  for 
the  purposes  of  increase,  and  that  increase  may 
be  again  applied  to  the  purposes  of  increase,  it  is 
quite  clear  that  it  is  a  most  violent  abuse  of  lan- 
guage to  say  that  cattle,  a  species  of  capital — ^in 
met,  a  corruption  of  the  word — are  the  fruits  of 
accumulated  human  labor. 

We  may  say  the  same  of  frait-bearing  trees ; 
they  are  capital,  but  cannot  properly,  as  we 
think,  be  called  the  fruits  of  human  labor. 

We  may  say  the  same  of  com,  though  about 
that  there  is  more  human  labor  employed;  it 
seems  to  us  to  be  an  incorrect  use  of  language  to 
call  com  the  result  of  human  labor.  Man,  inaeed, 
may  plant  and  water,  bnt  is  it  man  that  makes 
the  com  grow?  Paul  may  plant,  and  ApoUos 
may  water,  but  it  is  God  that  giveth  the  increase. 

38.  Now,  no  doubt,  it  is  undeniably  trae  that 
a  great  quantity  of  capital  is  the  result  of  accu- 
mulated human  labor;  but  as  we  have  shewn 
that  all  original  capital,  and  a  great  portion  of 
existing  capital,  is  not  the  result  of  human  labor, 
it  manifestly  follows  that  the  limitation,  '*the 
accumulation  of  past  human  labour,"  is  not  the 
essence^  but  the  accident  of  capital,  and  must  be 
rejected  from  the  general  definition.  It  is  a  very 
strong  instance  of  the  great  general  law  in  In- 
dnciive  Logic>  that  in  framing  conceptions  and 


axioms  the  negoHve  instance  is  the  stronger  of 
the  two. 

In  fact,  it  is  quite  clear  that  to  insert  that 
qualification,  ^'  the  produce  of  past  human  labor,** 
is  to  give  a  description  of  how  it  was  got;  and 
many  authors  content  themselves  with  telling  us 
the  things  they  consider  to  be  CapitaL  Now, we 
do  not  want  a  description  of  how  capital  is  got,  or 
an  enumeration  of  what  things  ai'e  Capital,  but 
we  want  a  Corcbptioh  or  Defuiitioii  of  what 
Capital  is. 

39.  We  conclnde,  therefore,  that  the  definition 
of  Capital  must  be  disembarrassed  of  the  con- 
dition with  which  it  is  clogged,  and  we  obtain 
our  first  generalisation,  that  Capital  is  any  £oo- 
nomical  Element  appropriated  to  the  pnrpoee  of 
profit,  or  increase. 

40.  In  fact,  this  is  in  exact  accordance  with 
Mr.  Senior^s  remark,  p.  67.  "  But  Economists 
are  agreed  that  whatbvbb  gives  a  prc^t  is  pro- 
perly termed  CAPrrAi..** 

Now,  why  should  Mr.  Senior,  having  obtained 
this  excellent  definition,  which  fulfils  the  con- 
ditions of  a  trae  scientific  conception,  in  another 
place  limit  capital  ''  to  be  an  article  of  Wealth, 
the  result  of  human  exertion?"  It  is  perfectly 
clear  that  the  very  terms  of  the  definition  in* 
elude  labor  itself  as  capital.  A  workman*s  labor 
gives  him  a  profit,  it  is  therefore  his  capital 

41.  And  so  Mr.  J.  S.  Mill,  as  we  have  seen 
above,  lays  down  the  general  proposition,  that 
ANTTHmo  that  may  be  exchanged  may  be  used 
as  capital  Why,  then,  having  obtained  tliis 
general  conception,  does  he  proceed  to  clog  it 
with  limitations  and  conditions  ? 

We  shall  see  further  on  in  this  article,  tiiat 
there  are  abundance  of  things  which  produce  a 
profit,  and  which  may  be  exchanged,  which  are 
in  no  way  whatever  the  result  of  human  labor. 

42.  We  apply  to  the  word  Capitai.,  as  well 
as  to  PaoBucTioN  and  Coksumptioh,  a  similar 
remark  to  what  Dr.  Whately  has  applied  to 
Value.    Lectures  on  PotiOeal  Economy^  p.  166. 

**  It  may  be  worth  observing  that,  in  examining, 
framing,  or  altering  definitions  on  Political  Eco- 
nomy,  you  will  fina  in  most  persons  a  proneness 
(as  in  other  subjects  also)  to  introduce  accidental 
along  with,  or  instead  of,  essential  circumstances : 
I  mean  that  the  notion  they  attach  to  each  term, 
and  the  explanation  they  would  give  of  it,  shall 
embrace  some  circumstances,  generally^  but  not 
always^  connected  with  the  thing  they  are  speak- 
ing of;  and  which  might  accordingly  (by  the 
strict  account  of  an  accident),  be  absent  or  pre- 
sent, the  essential  character  of  the  subject  re- 
maining the  same.  A  definition  framed  from  such 
circumstance  though  of  course  incorrect,  and 
likely  at  some  time  or  other  to  mislead  us,  will 
not  unfrequently  obtain  reception,  from  its  an- 
swering the  purpose  of  a  correct  one,  at  a  par- 
ticular time  and  place.  *  *  ^  A  specimen  of 
that  introduction  of  accidental  circumstances, 
which  I  have  been  describing,  may  be  found,  I 
think,  in  the  language  of  a  great  number  of 
writers  respecting  Wealth  and  Value,  who  have 
usually  made  labor  an  essential  ingredient  in  their 
definition.  Now,  it  is  true,  it  so  happens^  by  the 
appointment  of  IVovidence,  that  valuable  articles 
are,  in  dlmast  all  instances,  obtained  by  Labor 
but  still  this  is  an  AcciBBSTAii,  and  not  an 
TiAL  eurcumstance.** 
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And  this  is  the  very  cause  which  has  had  such 
a  blighting  effect  on  the  progress  of  Political  Eco- 
nomy. It  is  the  want  of  the  spirit  of  generaliza- 
tion. It  is  this  spirit  alone  which  can  ever  ele- 
vate Political  Economy  to  the  rank  of  an  exact 
science,  and  it  is  the  want  of  it,  or  indeed  the 
general  want  of  the  perception  of  its  necessify, 
that  has  kept  the  science  in  so  controverted  a  state 
at  the  present  day. 

We  retnrn  then  to  onr  general  conception  of  the 
term  Capital. 

Capital  is  an  Economical  Element  devoted  to  the 
purposes  of  profit. 

Hence  anything  that  is  exchangeable,  whatever 
its  nature  be,  any  Economical  Element  whatever, 
may  be  Capital. 

And  any  source  whatever  which  gives  a  profit 
is  Capital. 

48.  But  this  opens  the  qnestion. — What  is  an 
Economic  Element ;  or  an  Economic  Entity  ? 

It  is  well  known  that  a  very  wide  division  of 
opinion  prevails  among  Economists,  as  to  whether 
the  word  "Wealth"  or  Economic  Elements,  is  to 
be  restricted  to  material  things,  or  includes  incor- 
p<»real  elements,  which  may  be  bought  and  sold. 

We  are  now,  therefore,  to  inquire  whether  in- 
corporeal elements  are  to  be  admitted  into  Poli- 
tical Economy. 

It  is  somewhat  remarkable  that  the  earliest  ex- 
isting treatise  on  an  economical  subject,  is  for  the 
express  purpose  of  proving  that  mental  products 
are  capable  of  being  exchanged  for  meat,  drink, 
clothing,  &c.,  and  that  they  are  to  be  considered 
in  all  respects  wealthy  as  much  as  material  pro- 
ducts.     (^SCHINES  SOCRATICUS). 

The  very  same  doctrine,  too,  may  be  deduced 
from  Aristotle*s  definition.  He  calls  everything 
whose  value  may  be  measured  in  money,  wealth. 
This  definition  manifestly  includes  everything 
which  is  exchangeable,  whatever  its  nature  be, 
whether  corporeal  or  incorporeal. 

44.  In  modern  times,  when  the  science  was 
revived  by  Turgot  and  Quesnay,  the  Physiocrates, 
whose  doctrines  have  certainly  been  misunder- 
stood on  some  points,  would  appear  to  have  ex- 
cluded immaterial  wealth  from  Political  Economy. 

But  Beccaria  expressly  included  incorporeal 
elements.  He  says  that  Political  Economy  treats 
of  the  exchange  of  products  with  products,  pro- 
ducts with  services,  and  services  with  services. 
He  thus  treats  incorporeal  elements  exactly  in  the 
same  light  as  material  ones.  He  also  marked  out 
one  part  of  his  treatise  for  immaterial  products, 
but  he  never  completed  it. 

45.  It  has  commonly  been  supposed,  that  Adam 
Smith  excludes  intellectual,  or  mental,  products 
from  Political  Economy ;  but  we  think  that  upon 
examination,  his  doctrine  in  one  part  of  his  work 
will  be  found  to  be  inconsistent  with  that  in 
another.  Thus,  in  speaking  of  Capital,  he  ex- 
pressly includes  in  Fixed  Capital,  Book  II.,  chap. 
I.,  *^the  acquired  and  useful  abilities  of  all  the 
inhabitants  or  members  of  the  society.  The  ac- 
quisition of  such  talents  by  the  maintenance  of  the 
acquirer  during  his  education,  study,  or  appren- 
ticeship, always  costs  a  real  expense,  which  is  a 
capital  Jixed  and  realised^  as  it  were,  in  his  person. 
Tnese  talents,  as  they  make  a  part  of  his  rortune, 
so  do  they  likewise  of  that  of  the  society  to  which 
he  belongs.  The  improved  dexterity  of  a  work- 
man may  be  considered  in  the  same  light  as  a 


machine,  or  instrument  of  trade,  which  fiicilitates 
and  abridges  labor,  and  which,  though  it  oodta 
a  certain  expense,  repays  that  expense  with  a 
profit." 

In  this  passage,  therefore,  it  is  perfectly  plain 
that  Adam  Smith  includes  intellectual  or  mental 
wealth,  in  the  capital  of  the  country,  althouj^ 
such  is  not  generally  supposed  to  be  his  doctrine. 
Mr.  McCuUoch  has  well  pointed  out  the  incon- 
sistency of  this  passage  with  his  chapter  on  pro- 
ductive and  unproductive  labor,  where  he  excludes 
all  labor  not  employed  in  producing  some  vendible 
commodity  from  the  title  of  productive. 

46.  J.  B.  Say  has  usually  had  the  reputation 
of  being  the  firet  great  Economist  who  included 
intellectual  wealth  as  part  of  the  national  capital^ 
though,  as  we  have  seen,  others  preceded  him. 
We  have  also  shewn  his  astonishing  self-contra- 
diction. In  one  treatise  he  totally  excludes  mental 
wealth  from  national  capital ;  in  another  he  ex- 
pressly includes  it. 

47.  Ricardo,  however,  altogether  excludes  any- 
thing but  material  products  fr^m  Political  Eco- 
nomy. And  in  this  he  has  been  followed  by  James 
Mill,  and  Malthus. 

48.  Mr.  Senior,  as  we  have  seen  above,  en- 
tirely adopts  the  view  that  immaterial  wealth  is 
capital.  And  Bastiat  maintains  the  doctrine  in 
its  widest  generality,  that  anything  that  can  be 
exchan^  is  an  economical  element,  and  that  any 
economical  element  may  be  capital  (Bastiat). 

49.  We  have  said  enough  to  shew  the  remark- 
able differences  of  opinion  that  prevail  among 
Economists  on  the  subject.  We  have  now  to  en- 
deavour to  discover  whether  we  can  have  the 
guide  of  analogy  from  the  physical  sciences  to 
enable  us  to  decide  among  such  a  mass  of  con- 
flicting opinion. 

50.  Now  when  we  consider  that  Political  Eco- 
nomy is  the  science  of  exchanges,  or  at  least  that 
according  to  all  views,  exchanges  are  one  of  the 
most  important  parts  of  it,  it  would  certainly 
appear  that  there  can  be  no  rational  ground  for 
excluding  anything  which  is  the  subject  of  ex- 
change. It  is  undeniable  that  immaterial  services 
form  an  immense  proportion  of  the  exchanges 
made.  How  then  can  they  be  excluded  from  the 
science  f  When  we  consider  that  in  Mechanics 
there  are  incorporeal  forces  which  can  neither  be 
seen  nor  handled,  but  yet  may  be  measuksd,  that 
in  Chemistry  there  are  also  invisible  elements 
which  may  be  measured,  we  should  conclude 
from  analosy  that  in  Political  Economy  there  are 
elements  which  can  neither  be  seen,  nor  handled, 
but  which  may  be  measubsd  and  sxchanosd. 

When  we  consider  that  in  Mechanics,  which  is 
the  science  of  forces,  from  the  very  generality  of 
the  definition,  a  force  may  be  either  corporeal  or 
incorporeal;  that  in  Chemistry,  which  is  the  science 
of  combinations,  from  the  very  generality  of  the 
definition,  whatever  will  combine,  is  a  chemical 
element,  whether  corporeal  or  incorporeal;  it 
follows  by  the  strictest  analogy*  fr^m  the  gene- 
rality of  the  definition,  that  in  Political  Economy, 
which  is  the  science  of  exchanges,  whatever  can 
be  exchanged  is  an  economical  element,  whatever 
its  nature  be. 

Nay,  not  only  from  the  analogy  of  these  sciences 
should  we  argue  that  incorporeal  elements  ought 
to  be  admitt^,  but  if  we  are  to  have  a  science  of 
Political  Economy  of  the  Bame  geneiality  as  the 
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Others,  ve  shonld  d  priori  expect  that  there  would 
be  incorporeal  elements  in  it. 

Such,  we  think,  would  be  the  obvious  consi- 
deration which  would  strike  any  one  who  re- 
flected on  the  analogy  presented  by  the  other 
sciences,  and  we  roust  therefore  examine  what 
reasons  these  authors  have  alleged,  who  have 
opposed  the  admission  of  incorporeal  elements 
into  Political  Economy. 

51.  Now,  with  respect  to  most  of  the  authors 
above  cited,  we  observe  that  they  do  not  allege 
any  reason  at  all  for  their  opinions.  They  merely 
announce  them.  The  first,  we  believe,  who  argued 
against  their  admission  was  Malthus ;  and,  though 
somewhat  long,  we  shall  lay  his  reasons  before 
our  readers,  and  examine  into  their  validity. 
Malthus  begins  his  work  by  dwelling  on  the  im- 
portance of  the  word  Wealth,  and  its  definition, 
and  he  very  justly  says,  that  it  is  a  mistake  to 
suppose  that  a  writer  is  at  liberty  to  define  his 
terms  as  he  pleases.  He  points  out  that  the  com- 
parative merits  of  the  system  of  the  Economists, 
or  Physiocrates,  and  that  of  Adam  Smith,  depend 
upon  their  different  definitions  of  wealth,  and  of 
productive  labor.  Some  writers  have  nven  too 
narrow  a  definition  of  wealth,  others  have  ex- 
tended it  too  far.    Thus  be  says,  p.  23, — 

"•  Among  the  definitions  which  have  extended 
the  meaning  of  the  term  Wealth  too  far ;  Lord 
Lauderdale*s  may  be  taken  as  an  example.  He 
defines  wealth  to  be  *A11  that  man  desires  as 
useful  and  delightful  to  him.* 

^  This  definition  obviously  includes  everything, 
whether  material  or  intellectual,  whether  tangible 
or  otherwise,  which  contributes  to  the  advantage 
or  pleasure  of  mankind,  and  of  course  includes 
the  benefits  and  qualifications  derived  from  re- 
ligion, from  morals,  from  political  and  civil 
liberty,  from  oratory,  from  instructive  and  agree- 
able conversation,  from  music,  dancing,  acting, 
and  all  personal  qualities  and  services.  It  is  cer- 
tain, however,  that  an  inquiry  into  the  nature 
and  causes  of  all  these  kinds  of  wealth  would  not 
only  extend  beyond  the  bounds  of  any  single 
science,  but  would  occasion  so  great  a  change  in 
the  use  of  common  terms,  as  to  introduce  the 
utmost  confusion  into  the  language  of  Political 
Economists.  It  would  be  impossible  to  form  any 
judgment  of  the  state  of  a  country  from  the  use 
of  the  terms  rich,  or  richer.  A  nation  might  be 
said  to  be  increasing  in  wealth,  when  to  aU  com- 
mon eyes,  and  in  all  common  language,  it  might 
'be  srowing  poorer.  This  would  be  the  case,  ac- 
cording to  the  definition,  if  a  diminution  of  the 
manufacturing  and  mercantile  products  had  been 
balanced  in  the  opinions  of  some  persons  by  the 
gratifications  derived  from  the  intellectual  attain- 
ments, and  the  various  personal  qualities  and  ser- 
vices of  the  inhabitants.  But  how  is  this  balance 
to  be  ascertained?  How  is  it  possible  to  esti- 
mate the  degree  of  wealth  derived  from  these 
sources  ?  Yet  it  is  quite  obvious  that  we  cannot 
practically  apply  any  discussions  respecting  the 
relative  increase  in  the  wealth  of  different  nations, 
without  having  some  means,  however  rough,  of 
estimating  the  amount  of  such  increase. 

^  Some  modem  writers,  who  do  not  choose  to 
adopt  the  language  of  Adam  Smith,  and  yet  see 
the  confusion  which  would  arise  from  including 
under  the  head  of  wealth  every  kind  of  benefit  or 
qualification  of  which  man  is  susceptible,  have 


confined  the  definition  to  those  objects  alone, 
whether  material  or  immaterial,  which  have  value 
in  exchange. 

'*  This  definition  is  certainly  preferable  to  the 
more  comprehensive  one  just  noticed,  but  by  no 
means  to  the  extent  which  might  at  first  be  sup- 
posed. When  it  is  considered  attentively,  it  will 
be  found  to  be  open  to  a  very  great  portion  of  the 
objections  to  which  the  more  general  one  is  liable, 
and  to  draw  the  line  of  demarcation  between 
what  ought,  and  what  ought  not,  to  be  considered 
as  wealth,  in  the  most  indistinct  and  unsatis- 
factory manner. 

"  Passing  over  the  incorrectness  of  introducing 
a  term  open  to  so  much  controversy  as  value  into 
a  definition  of  wealth,  it  may  be  observed — 

**  1st.  That  if  by  an  object  which  has  value  in 
exchange,  be  understood  its  susceptibility  of  being 
purcha^  or  hired,  then  there  is  scarcely  any 
quality  or  accomplishment,  of  the  mind  or  body, 
that  would  not  come  under  the  category  of  wealth. 
The  possessor  of  the  lowest  species  of  literary 
knowledge,  that  of  reading  and  writing,  may  be 
hired  to  teach  others ;  and  as  all,  or  nearly  all, 
who  had  acqubed  these  useful  arts  are  susceptible 
of  such  employment,  an  estimate  of  national 
wealth  ought  to  include  the  value  of  these  attain- 
ments, however  various  in  degi*ee  and  widely  ex- 
tended. 

"  2ndly.  All  the  knowledge  acquired  by  a  su- 
perior education,  and  superior  talents,  on  account 
of  similar  susceptibility,  would  have  a  greater 
claim  to  be  included  in  the  estimate.  The  pos- 
sessors of  religions  and  moral  knowledge,  though 
obtained  without  any  view  to  the  instruction  of 
others  for  a  pecuniary  remuneration,  would  be 
ready  to  sell  such  instruction  under  a  reverse  of 
fortune.  The  same  may  be  said  of  a  knowledge  of 
classical  literature,  mathematics,  history,  natural 
philosophy,  chemistry,  geology,  mineralogy,  bo- 
tany, &c.  &c.  On  the  same  principle,  those  who 
had  learnt  to  dance,  to  sing,  or  to  fence  for  their 
amusement,  might,  more  or  less,  imperfectly  teach 
dancing,  singing,  or  fencing,  for  money. 

^*  In  short,  if  we  include  under  the  denomina- 
tion of  wealth,  all  the  qualities  of  the  mind  and 
body,  hired,  we  shall  find  that  by  the  restriction 
of  the  term  wealth  to  that  which  has  exchangeable 
value,  we  have  advanced  but  little  towards  re- 
moving the  confrision  and  uncertainty  attendant 
upon  the  former  definition  ;  and  all  idea  of  esti- 
mating the  increase  of  wealth  in  any  country,  or 
making  any  moderate  approaches  to  it,  must  be 
absolutely  hopeless. 

'*  On  the  other  hand  if  we  confine  the  definition 
of  wealth  to  those  objects  which  either  have  been 
exchanged,  or  are  specifically  intended  to  be  ex- 
changed, we  shall  attempt  to  draw  a  broad  line  of 
demarcation  between  things  which  in  regard  to 
their  qualities  are  precisely  similar ;  and  further 
exclude  from  the  category  of  wealth  a  great  mass 
of  articles  which  have  been  included,  and  most 
correctly  so,  by  Adam  Smith,  and  by  almost 
every  person  who  makes  use  of  the  term,  either 
in  writing  or  conversation. 

^  The  various  information  acquired  l)y  private 
study,  and  destined  for  private  use  and  enjoyment, 
may  be  exactly  of  the  same  kind  as  that  which  is 
intended  to  be  let  out,  if  anybody  will  hire  it ; 
yet  the  first  in  this  classification  is  not  to  be 
caUed  wealth,  and  the  other  is.    The  person  who 
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bnys  instraction,  buys  an  amonnt  of  wealth,  which 
it  most  be  presumed  is  equal  in  value  to  what  he 
has  paid  for  it,  while  the  self  taught  person,  who 
is  in  possession  of  much  superior  knowledge,  has 
acquired  no  wealth.  According  to  this  dennition 
wealth  cannot  be  given ;  it  can  only  be  taught. 
The  instructions  of  the  schoolmaster  are  wealth ; 
the  same  instructions  given  by  a  friend  or  father 
are  not  wealth.  This  is  sufficiently  inconsistent ; 
but  this  is  not  all.  By  this  definition  of  wealth, 
a  very  large  and  most  important  portion  of  ma- 
teriid  commodities  is  excluded  from  the  denomi- 
nation. In  the  business  of  agriculture  a  consider- 
able share  of  the  produce  is  always  destined  to 
be  consumed  on  the  spot  without  being  exchanged. 
♦  ♦  *  Now  this  large  mass  of  material  com- 
modities increased  as  it  would  be  by  the  flax  and 
wool  rused,  spun,  and  wove  for  home  consump- 
tion, few  it  is  conceived  would  venture  to  exclude 
from  the  denomination  of  wealth ;  and  yet  this 
produce  has  neither  actually  been  exchanged  for 
money  or  other  goods,  nor  has  it  been  raised  with 
the  intention  of  being  so  exchanged,  and  therefore, 
according  to  the  last  definition,  it  ought  not  to  be 
considered  as  wealth. 

^*  It  must  be  allowed  nevertheless,  that  it  has 
exchangeable  value ;  and  here  one  of  the  great 
characteristic  differences  between  material  objects, 
and  objects  which  are  not  material,  appears  in  a 
Btr  i  king  point  of  view.  Of  the  quantity  and  qual  ity 
of  the  material  commodities  here  noticed  it  would 
not  be  difficult  to  make  an  inventory.  Many 
household  books  indeed  furnish  one ;  and  knowing 
pretty  nearlv  the  quantity  and  quality  of  such 
articles,  a  fair  approximation  to  their  value  might 
be  attained  by  estimating  them  according  to  the 
market  price  of  the  district  at  the  time.  But  in 
regard  to  immaterial  objects,  the  difficulty  seems 
to  be  insurmountable.  Where  is  an  inventory  to 
be  found,  or  how  is  one  to  be  made  of  the  quantity 
and  quality  of  that  large  mass  of  knowledge,  and 
talents,  reserved  for  the  use  and  consumption  of 
the  individual  possessors,  and  their  friends.  Or 
supposing  it  were  possible  to  form  such  an  inven- 
tory how  could  we  make  any  moderate  approa- 
ches towards  a  valuation  of  the  artides  it 
contained. 

"  Consequently  if  by  objects  which  have  value 
in  exchange  we  mean  objecte  which  are  susceptible 
of  being  exchanged,  we  shall  include  such  a  mass 
of  the  mental  and  physical  qualities  of  mankind, 
as  to  make  the  term  wealth  convey  no  tolerably 
distinct  and  useful  meaning. 

"And  if  by  objects  which  have  value  in  ex- 
change, we  mean  only  those  objects  which  have 
actu^y  been,  or  are  specifically  intended  to  be 
exchanged,  we  shall  exclude  from  the  denomina- 
tion of  wealth  a  large  mass  of  material  commodities 
which  have  always,  and  most  justly,  been  classed 
under  that  head. 

**To  get  rid  of  these  obvious  embarrassments,  it 
has  sometimes  been  the  practice  to  consider  the 
labor  which  is  hired,  as  the  wealth  which  is  pur- 
chased without  reference  to  its  results.  But  it 
seems  very  Strang  and  incorrect  to  consider  mere 
labor  as  wealth.  No  one  would  give  anything  for 
it  if  he  were  sure  that  it  would  yield  no  gratifying 
result.  It  IB  in  the  expectation  of  this  result 
alone  that  labor  is  employed.  The  sick  man 
employs  a  physician,  not  because  he  is  pleased 
wiui  uie  trouble  which  he  gives  him,  but  because 


he  expects  that  his  health  may  be  benefitted  by 
the  advice  which  he  receives.  The  lawyer  is 
consulted  and  feed,  only  because  his  client  expects 
to  derive  some  advantage  from  the  opinion  to  be 
given,  or  the  cause  to  be  pleaded.  And  even  the 
menial  servant  is  not  hired  on  account  of  the 
desire  to  see  a  man  work,  but  on  account  of  the 
trouble,  which  he  will  save  his  master  in  per- 
forming certain  offices  for  him,  or  the  gratification 
afforded  to  his  vanity  by  the  show  of  having  a 
person  at  his  command. 

**  The  natural  consequences  of  these  difficulties 
is,  that  the  ablest  writers  who  have  deserted 
matter,  in  their  definition  of  wealth,  have  fallen 
almost  inevitably  into  contradictions  and  incon- 
sistencies. ** 

Malthus  then  goes  on  to  shew  most  satisfac- 
torily the  astounding  contradictions  into  which 
J.  B.  Say  has  fallen  in  his  various  works,  and 
he  says, — 

"The  fact  really  is,  that  if  we  once  desert 
matter  in  the  definition  of  wealth,  there  is  no 
subsequent  line  of  demarcation,  which  has  any 
tolerable  degree  of  distinctness,  or  can  be  main- 
tained with  any  tolerable  consistence,  till  we  have 
included  such  a  mass  of  immaterial  objects  as 
utterly  to  confuse  the  meaning  of  the  term,  and 
render  it  impossible  to  speak  with  any  approach 
towards  precision,  either  of  the  wealth  of  different 
individuals,  or  different  nations." 

52.  We  may  also  take  what  M.  Baudrillart 
says,  as  he  shares  the  objections  of  Malthus.  At 
p.  53  (^Manuel  dEconomie  Politique^)  after  stating 
that  some  writers  m^ntain  that  all  sorts  of  work 
ought  to  rank  equally  in  political  economy,  and 
that  the  work  of  the  statesman,  the  jurist,  the 
painter,  the  priest,  and  the  professor,  should  rank 
equally  with  that  of  the  agriculturist,  the  manu- 
facturer, or  the  merchant;  asks  if  they  have 
succeeded  in  proving  their  case,  and,  in  his 
opinion,  says  that  they  have  not.  He  considers 
the  case  of  the  surgeon  and  doctor,  and  says  that 
though  they  may  contribute  to  heal  a  man  who 
may  produce  wealth,  still  their  services  are  not 
wealth  in  themselves.  He  continues,  "  Les  tra- 
vanx  du  savant,  du  lettr^,  du  professeur,  da 
pr^tre,  de  Tartiste,  dans  le  cas  plus  on  moins 
frequent  oil  ils  vont  k  leur  but,  qui  estTam^Iiora- 
tion  et  developpement  de  la  nature  humaine,  sont 
done  prodnctifs  d*utilit^,  sans  d*etre  de  rlchesse. 
lis  out  une  vaUur^  sans  donte,  c'est  k  dire  qa'on 
les  paye;  mais  cela  signifie  seulement  qtt*en  ^- 
change  de  certains  avantages  intellectnels  qu*on 
en  esp^re,  on  sacrifie  une  partie  des  produits 
mat^riels  que  Ton  poss^de,  on  que  Ton  pent 
acheter.  Avant  k  celui  qui  vend  sa  peine  en  vne 
de  ces  rdsultats,  11  ne  crie  pas  de  la  rlchesse,  11 
en  consomme,  sans  qu*on  puisse  dire  pour  cela 
qu^il  est  plus  oisif  on  plus  inutile  qui  celui  qui 
forge  du  fer  ou  qui  fabrique  de  la  toile ;  11  peat 
mSme  se  livrer  k  un  travail  bean  coup  plus  con- 
siderable et  rendre  des  services  encore  superienrs, 
quand  m^me,  ni  du*ectement  ni  indirectement,  an- 
cune  creation  de  richesse  ne  deviait  s'ensuivre. 
II  y  a  done  une  distinction  entre  les  travaux  qui 
ont  pour  but  d'etre  utOes  ou  agreables  aux  hom- 
mes,  k  un  titre  quelconqne,  et  cenx  qui  ont  poor 
objet  d'enrichir  les  membres  de  la  socidt^. 

"  Ses  produits  immatirieU  et  les  produits  ma^ 
UrieU  prSsentent  d*ailleurs  des  differences  graves 
qui  nous  sembLmt  devoir  fahre  exclnre  lea  pre- 
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mien  dn  domuoe  de  rEoonomie  Politique,  tont 
en  tenant  le  pins  grand  compte  de  Feffet  indirect 
que  lee  travanx  qui  y  donnent  lien  penvent  avoir 
Bor  le  d6veloppement  de  la  richesse ;  car  limiter 
nne  science  ce  n*e8t  ancanement,  nons  ne  saurioos 
trop  7  insister,  briser  see  rapports  natnrels  et  in- 
dispensables  avec  les  domaines  qni  Fayoisinent, 
pas  pins  qne  la  division  de  Thumanit^  en  divers 
corps  de  nations  n*exclat  entre  celles-ci  de  perp6- 
tnelles  relations  de  commerce  et  la  riciprocite 
des  bons  offices. 

**  L'une  de  ces  differences  porte  snr  Timpossi- 

bilit£  abeolue  d^arriver  ^aacune  eoaluaiion  precise 

de  ces  biens  dits  immat^riels.    Sans  donte  on  a 

sontenn  avec  raison  qnMl  n*7  a  ancnn  moyen  de 

parvenir  k  ^vainer  exactement  le  capital  materiel 

anne  nation.     Mais  on  peat  le  falre  pins  on 

moins  approximativement.    L*id^e  senle  an  con- 

traire  de  faire  Tlnventaire,  nn  inventaire  qnel- 

Gonqne,  si  restreint  qa*on  le  snppose,  de  Tinstrac- 

tion,  de  la  beant^  de  Tagillt^,  da  goQt,  de  la 

justice,  de  la  bienveillance,  et  autres  qualit^s 

naturelles  on  acquises,  a  quelqae  chose  de  bizarre 

et  de  tout  k  &it  choqnant;  elle  r^pagne  au  sens 

commnn.** 

M.  Baudrillart,  after  quoting  Malthas,  says : — 

**  Une  autre  diffl^rence,  qui  tient  de  prds  k  la 

vr^c^dente  porte  sur  la  facalt^  d*6tre  ^hang6s. 

Nous  ne  nions  pas  h  coup  s(kr  ce  fait  qui  frappe 

tout  le  monde,  que  les  avocats,  les  medecins,  les 

acteurs,  les  chanteurs,  &c.,  rendent  des  services 

utiles  on  agrdables,  qui  s'^changent  centre  des 

produits,  on  ce  qui  revient  au  mtoe,  centre  un 

certain  produit,  c*est  &-dire  la  monnaie,  par  Tin- 

term^dlaire  de  laquelle  on  obtient  tont  le  reste. 

Le  taux  suivant  lequel  se  r^le  le  prix  de  ces 

services,  leur  salairo  appreciable  en  monnaie,  est 

essentiellement  du  ressort  de  Ttodnomie  politique, 

quand  mtoe  ces  travaux  ne  feraint  qu*absorber 

et  dfetmire  de  la  richesse.    Mais  il  importe  de 

remarquer  que  cette  circonstance  ne  fait  pas  que 

les  produits,  qu*on  appelle  immat^riels,  soient  en 

eux'memes  pourvus  de  la  faculty  d'etre  ^changfo. 

Noe  qnalit^s  et  nos  vertus  nous  sent  inh^entes. 

Dans  certains  cas,  nous  ponvons  bien  mettre  un 

prix  h  la  peine  que  nous  prenons  pour  j  faire  par- 

ticiper  les  autres.    En  elles-mtoies,  elles  sent  in- 

vendables,  inali^nables,  intransmissibles.    Celui 

qui  s*efforce,  mojennant  salaire,  de  faire  naftre 

chez  les  autres  certaines  modifications  heurenses 

ne  se  dessaisit  pas  pour  cela  de  sa  science,  de  son 

gofiit,  de  ses  vertus,  comme  celui  qui  ^change  une 

Sidce  d^^toffe  s*en  dessaisit  pour  obtenir  une  pi^ 
e  monnaie. 

**  C*est  par  abus  de  mots,  ce  nous  semble,  que 
Ton  donne  k  tont  travail  utile  le  nom  d'industrie, 
de  m^me  que  c*est  par  abus  que  Ton  applique  le 
mot  de  richesse  k  tout  service  et  k  tout  r^sultat 
utile.** 

53.  We  thus  place  before  our  readers  what 
these  able  writers  have  said,  in  order  that  thej 
maj  give  what  weight  they  please  to  their  argu- 
ments. We  shall  not  in  this  place  take  notice  of 
all  the  arguments  alleged  against  the  admission 
of  immaterial  products  into  Political  Economy, 
because  it  will  be  more  convenient  to  reserve 
some  for  fhrther  discussion.  But  we  shall  only 
notice  here  one  of  the  principal  arguments 
alleged,  that  it  is  not  possible  to  make  a  valua- 
tion, or  inventory,  of  such  products. 

It  appears  to  us  that  this  argument  is  both 


unfounded,  and,  even  if  it  were  well  founded,  it 
is  incorrect. 

In  the  first  place,  it  is  unfounded,  because,  if 
it  were  necessary  to  make  a  valuation  of  the 
immaterial  products  of  a  nation,  it  is  not  more 
difficult  than  to  make  a  valuation  of  material 
capital.  Take  the  incomes  of  all  the  persons 
who  deal  in  immaterial  products,  capitalize  them, 
and  there  is  the  value  of  the  totality. 

But,  furthermore,  the  argument  appears  to  us 
to  shew  a  misapprehension  of  the  nature  of  Poli- 
tical Economy.  That  science  never  yet  attempted 
to  make  a  valuation  of  all  the  Economical  Ele- 
ments in  any  country  whatever.  Is  it  necessary 
for  Political  Economy  to  take  an  inventory  of 
all  the  pots  and  pans  in  a  gentleman's  kitchen, 
or  his  furniture,  or  the  coats,  waistcoats,  &c.,  &c., 
in  his  wardrobe  P  It  might  possibly  be  done  as 
a  curious  statistical  table,  and  a  very  curious  in- 
ventory it  would  be.  But  it  would  not  be  Poli- 
tical Economy.  But  if  it  is  wholly  useless  to 
make  an  inventory  of  the  things,  it  would  be 
absolutely  impossible  to  put  a  valuation  on  them, 
for  it  is  manifestly  utterly  uncertain,  and  it  would 
clearly  depend  on  numerous  circumstances,  which 
it  would  be  absolutely  impossible  to  foresee. 

To  suppose  that  it  is  necessary  for  Political 
Economy  to  make  an  inventory  of  all  economical 
elements,  is  as  baseless  as  to  suppose  that  it  is 
necessary  in  mechanics  to  make  an  estimate  of 
all  the  mechanical  forces  in  the  world;  or  that 
it  would  be  necessary  to  the  science  of  medicine 
to  make  a  catalogue  of  all  the  medicai  cases  in 
the  world;  or  to  the  science  of  chemistry,  to 
ascertain  the  total  quantity  of  chemical  elements 
in  the  world.  Each  of  these  may,  perhaps,  have 
its  uses,  but  they  are  in  no  way  necessary  to 
mechanics,  medicine,  or  chemistry.  The  business 
of  mechanics  is  to  deal  with  particular  cases  of 
forces ;  of  medicme,  to  deal  with  particular  cases 
of  fever,  cholera,  &c. ;  of  chemistry,  to  deal  witii 
particular  cases  of  combinations :  and  so  it  is 
the  business  of  Political  Economy  to  deal  with 
particular  cases  of  exchange. 

54.  Mr.  Cazenove,  who  restricts  the  term 
Wealth  to  material  objects,  thereby  agreeing 
with  Malthas,  says  (Thoughts  on  a  few  stdjeeie 
of  Political  Economy,  Append ;  p.  7 1 . )  ^^  M.  Say 
was,  I  believe,  the  first  writer  who  ventured  apon 
this  innovation  of  the  ordinary  meaning  of  the 
term  Wealth,  But  in  his  discussion  on  the  sub- 
ject of  over-production,  he  avowedly  discards 
the  consideration  of  immaterial  wealth,  and  con- 
fines himself  exclusively  to  that  which  is  ma* 
terial, 

**  Other  authors,  who  have  begun  their  treatises 
with  giving  the  same  extension  to  the  term,  have 
afterwards  been  obliged,  in  like  manner,  to  re- 
strict it  to  its  ordinary  meaning.  Their  reason- 
ings would  be  for  the  most  part  false  or  unintel- 
ligible, unless  they  were  understood  as  referring 
exclusively  to  material  productions.**  And  he 
commends  Mr.  Mill,  who  adopts  that  restriction. 
We  have  shewn  that  Mr.  Cazenove  is  in  error 
in  supposing  that  J.  B.  Say  was  the  first  to  intro* 
dnce  immaterial  products  into  Political  Economy, 
although  he  has,  certainly,  usually  the  credit  of 
doing  so.  Besides  Socrates  and  Beccaria,  we 
have  shewn  above  that  Adam  Smith  himself,  in 
a  passage  that  has  been  most  strangely  over- 
looked, enumerates  intellectual  abilities   and 
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talents  among  the  fixed  capital  of  the  coantry. 
We  have  ourselves  shewn  the  extraordinary  in- 
consistencies into  which  Adam  Smith  and  J.  B. 
Say  have  fallen.  Rat  what  do  these  inconsis- 
tencies prove?  Only  this,  that  those  writers 
who  have  fallen  into  them  have  never  seized  the 
fundamental  conceptions  of  the  science  with  that 
tenacity  of  grasp,  and  clearness  of  vision,  so  as 
to  enable  them  to  erect  a  durable  science. 

55.    But  we  have  no  such  flickering  faith  in 
our  own  convictions.    On  the  contrary,  we  have 
the  firmest  belief  in  their  truth,  and  we  are  fully 
prepared  to  follow  them  out  to  the  remotest  con- 
sequences which  can  be  logically  deduced  from 
them.    This  is  preeminently  a  case  in  which  the 
prescient  sagacity  of  Bacon  is  vindicated,  when  he 
earnestly  warns  us  to  look  constantly  to  Natural 
Philosophy  for  our  reasoning,  and  to  refer  ques- 
tions in  other  sciences  to  that  as  the  mother  of 
them  all.    We  believe  the  conceptions  we  adopt  to 
be  framed  in  the  strictest  analogy  to  the  concep- 
tions of  Physical  Sience,  and  not  only  that  they 
are  true,  but  that  they  are  the  only  true  ones. 
Who  that  is  familiar  with  the  conception  of  in- 
corporeal   forces  in  mechanics,   or  of  gaseous 
elements  in  chemistry,  could  hesitate  for  a  moment 
in  recognizing  incorporeal  elements  in  Political 
Economy  ?  or  rather,  who  that  is  familiar  with 
these  sciences  would  think  for  a  moment  of  reject- 
ing them  ?  We  have  already  endeavoured  to  shew 
that  some  of  the  arguments  adduced  for  rejecting 
them  are  unfounded.    At  all  events  whatever 
inconvenience  Economists  may  find  in  admitting 
them,  is  common  to  them  with  Physicists.    But 
the  fact  is  the  study  of  Physical  Science  governs 
and  rectifies  men*s  thoughts,  and  gives  precision 
and  generality  to  their  language,  and  men  are 
compelled  to  expand  their  ideas  to  bring  them 
into  conformity  with  nature.    And  after  several 
generations,  physicists  have  brought  their  lan- 
guage into  a  wonderful  state  of  refinement.    And 
by  this  means,  not  only  the  study  of  nature,  but 
language  itself  has  become  a  mighty  instrument 
of   thought    and  discovery.    The    language  of 
Science  itself  has  become  a  very  potent  instrument 
to  unlock  the  secrets  of  nature.    And  if  Econo- 
mists would  only  bestow  the  same  care  in  polish- 
ing and  purifying  the  language  of  Political  Eco- 
nomy, it  will  be  found — and  not  till  then — ^that 
language  itself  is  a  potent  instrument  of  discovery 
in  Political  Economy.    By  no  other  course  what- 
ever can  Political  Economy  ever  be  raised  to  the 
rank  of  an  exact  science.    It  is  only  by  polishing 
the  language  that  we  can  ever  attain  those  bold 
generalizations  which  are  the  essence  of  science. 
And  those  who  wish  to  advance  the  science  must 
especially  aim  at  these  generalizations.    Science 
is  not  advanced  by  cautious  timidity,  but  by 
cautious  daring.    And  these  generalizations  must 
be  subjected  to  the  most  rigorous  tests  of  Inductive 
Logic.    There  is  no  one  who  is  familiar  with  the 
conceptions  in  Physical  Science,  who  cannot  see 
in  what  a  very  crude  state  the  conceptions  of 
Political  Economy  still  are.    We  scarcely  know 
of  one  which  has  ever  yet  been  tested  by  the  laws 
of  Inductive  Logic.    So  little  has  this  been  done 
that  we  believe  we  are  actually  the  first  to  apply 
one  of  the  most  powerful  weapons  of  Inductive 
Logic — the  Law  op  Contihuitt — to  the  concep- 
tions and  axioms  of  Politics^  Economy.    (Con- 
TiHuxTT,  Law  of.) 


56.  Now  we  adopt  the  principle  that  whatever 
can  be  exchanged,  and  therefore,  whatever  has 
value  that  may  be  mbasubbd,  is  an  Economical 
Element,  or  an  Economic  Entity,  in  its  widest 
generality,  and  we  accept  aU  the  consequences  of 
this  doctrine.  Whatever  may  be  bought  and  sold 
is  in  our  view  an  economical  element  and  under 
the  dominion  of  Political  Economy.  And  we 
rejoice  to  say  that  we  have  the  approval  of  one  of 
the  highest  living  authorities  for  doing  so.  M. 
Michel  Chevalier  writes  to  us,  "  Yous  definisses 
TEconomie  Politique  par  ceci,  qu*elle  6tend  son 
domains  sur  tout  ce  que  se  vend  et  s*ach^te. 
Dans  mons  cours  au  Collie  de  France,  que  j*ai 
cess^  de  faire  depuis  1852  (tout  en  restant 
titulaire  de  la  chaire),  j'ai  souvent  exprim^  la 
mime  idee,  et  j*ai  en  occasion  d*y  revenir  dans  nos 
discussions  de  la  Socidt^  d*  Economic  Politique 
de  Paris,  discussions  mensuelles  qui  sont  repro- 
duites  en  abr6g4  dans  le  Journal  d^JEeonomie 
Politique.  Je  vous  en  fais  Tobservation  non  pas 
de  tout  pour  vous  disputer  U  priority— une  id6e 
appartient  k  celui  qui  en  fait  tirer  le  bon  parti,  et 
vous  avez  fait  un  excellent  usage  de  celle-1^ — maia 
bien  pour  me  fdliciter  avec  vous  d*une  coincidence 
qui  me  flatte.** 

57.  For  these  reasons  it  appears  to  us  that 
all  the  arguments  which  have  b^n  urged  against 
the  admission  of  incorporeal  elements  into  Poli- 
tical Economy  entirely  fail,  and  that,  on  the  con- 
trary, it  is  utterly  in  the  teeth  of  all  scientific 
analog  to  reject  them.  Every  one  now  is  agreed 
that  Political  Economy  treats  about  wealth.  It 
may  be  called  the  Theory  of  Property ;  and  how 
is  it  possible  to  frame  a  general  definition  of  pro- 
perty, until  we  have  surveyed  all  the  different 
kinds  of  property  P  Now,  we  shall  show  a  little 
further  on,  that  those  writers  who  have  restricted 
wealth  to  material  things  have  omitted  an  im- 
mense mass  of  property,  which  is  recognised  by 
the  law,  and  treated  in  all  respects  in  the  same 
way  as  material  property. 

58.  We  are  persuaded  that  the  difficulty  on 
this  point  has  arisen  from  the  fundamental  mis- 
conception as  to  the  nature  of  Value.  For  if  we 
consider  Value  to  be  some  quality  inherent  in  a 
thing  itself,  most  persons  imagine  that  there  must 
be  some  corporeal  substance  in  which  that  quality 
must  be  embodied,  and  that  it  cannot  be  mea- 
sured, except  by  something  corporeaL  But  it 
would  be  just  as  erroneous  to  say  in  Mechanics 
that  an  incorporeal  force  cannot  be  measured, 
or  that  an  invisible  element  in  Chemistry  cannot 
be  measured. 

59.  And  this,  as  every  one  knows  who  has 
studied  the  history  of  Science,  was  the  very  ob- 
jection that  was  raised  against  the  admission  of 
gravity  as  a  mechanical  force.  Its  opponents 
could  not  imagine  any  mechanical  force  except 
such  as  was  embodied  in  some  material  sub- 
stance, such  as  a  rope,  or  a  bar.  The  very  same 
difficulty  was  felt  about  the  air;  it  was  long 
before  men  were  able  to  familiarise  their  minds 
with  the  idea  that  the  air  had  weight.  But  every 
tyro  now  knows  that  gravity  is  a  mechanicl  force 
which  may  be  measured,  and  that  a  corporeal 
force  may  balance  an  incorporeal  one.  Thus  a 
rope  which  supports  a  weight  balances  gravity. 
So  in  Political  ]£conomy,  a  service,  an  incorporeal 
element,  may  balance,  or  be  equivsJent  to  a  pro- 
duct, which  is  a  coiporeal  one.    For  so  many 
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hour^  work  I  may  gi^e  a  man  so  much  food  and 
clothes.  And  each  of  these  is  an  Economic  Ele- 
ment— the  work,  and  the  food  and  clothes.  This 
we  have  seen  Bhove  Beccaria  notices. 

60.  We,  then,  in  accordance  with  the  im- 
mense majoritj  of  Economists,  in  strict  accord- 
ance with  the  nse  of  the  word  in  the  language 
from  which  it  sprung,  define  Capital  to  be  an 
Ecomomic  Element  used  for  the  purposes  of  profit. 
There  is,  in  our  opinion,  a  broad,  fundamental, 
and  natural  distinction  between  things  used  and 
enjoyed,  and  things  which  are  appropriated  to  the 
purposes  of  increase.  This  distinction  is  most 
clearly  pointed  out  by  Aristotle,  the  founder  of 
Political  Economy  (Abutotub),  and  has  been 
adopted  by  nearly  every  Economist  of  name  since. 
And  in  our  opinion  it  is  founded  in  nature. 

61.  And  it  appears  to  us,  that  any  Economic 
Element  whatever,  that  is  used  for,  or  conduces 
to,  the  purposes  of  profit,  is  Capital — ^no  matter 
whether  it  increases  itself.  Because  the  increase 
of  everything  is  measured  in  money,  and  not  ne- 
cessarily in  the  thing  itself.  Thus  to  the  farmer, 
his  increase  consists  in  the  increase  of  corn,  and 
of  cattle.  But  to  the  proper  increase  of  these, 
tools,  instruments,  and  buildings  are  necessary. 
Now,  the  farmer*s  profit  does  not  arise  from  the 
increase  of  ploughs,  harrows,  spades,  and  houses, 
but  from  the  increased  value  of  his  crops  and 
cattle.  The  vidue  of  these  instruments  is  re« 
placed  in  the  increased  value  of  the  produce. 
Whatever,  therefore,  is  necessary  to  that  end, 
appears  to  us  to  be  Capital. 

62.  We  say  this,  because  we  think  that  a  dis- 
tinction has  obtained  among  a  number  of  Econo- 
mists which  is  not  founded  in  nature.  They 
restrict  the  term  Capital  to  things  which  are  the 
produce  of  human  industry,  and  draw  a  distinc- 
tion between  them  and  natural  agents.  Now,  we 
cannot  assent  to  this  distinction.  We  have  en- 
deavoured to  shew  that  the  limitation  of  the 
^produce  of  human  labor"  must  be  eliminated 
from  the  definition  of  Capital.  Now,  by  a  very 
considerable  number  of  Economists,  laud  has 
been  carefully  excluded  from  the  definition  of 
Capital.  But  Economists  who  do  that,  include 
the  buildings  of  manufactories,  and  cattle,  under 
the  term  Capital.  Because  they  consider  them  to 
be  the  result  of  human  labor.  But  this  distinc- 
tion appears  to  us  to  be  unfounded.  A  manu- 
factory is  an  instrument  necessary  to  nrodnce 
cloth ;  it  is  built  of  materials  furnished  by  Nature, 
and  modified  by  man.  But  the  land  itself  is  that 
instrument  which  is  necessary  for  the  peculiar 
species  of  the  product,  corn.  And  as  for  cattle, 
we  think  it  a  positive  abuse  of  language  to  say 
tiiat  they  owe  tneir  existence,  in  any  way  what- 
ever, to  human  labor.  The  land  is  that  instru- 
ment which  is  peculiarly  appropriated  to  the 
production  of  corn  and  cattle,  just  as  the  manu- 
ikctory  is  the  instrument  peculiarly  appropriated 
to  the  production  of  cloth.  And  the  value  laid 
out  upon  both  is  replaced  in  the  value  of  the 
produce.  Moreover,  it  would  be  greatly  more 
correct  to  say,  that  the  present  state  of  the  land 
in  all  civilized  countries  is  the  result  of  human 
labor,  than  it  is  to  say  that  either  corn  or  cattle 
are  the  result  of  human  labor. 

63.  The  fact  is  that  these  views  arise  from  the 
fiUal  introduction  of  the  notion  that  labor  is  the 
essence,  or  a  necessary  element,  of  Value.    This 
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notion  must  be  entirely  expelled  from  Political 
Economy,  before  it  can  make  any  progress. 

64.  Capital,  then,  in  our  view,  is  any  Eco- 
nomical Element  whatever  appropriated  to  the 
purposes  of  Increase,  either  directly  or  indirectly. 
It  increases  directly  when  the  thing  itself  is  ca- 
pable of  beiuff  used.  .  It  increases  indirectly  when 
it  is  employed  in  the  production  of  the  thing  used. 
And  the  profit  and  the  value  of  the  indirect  capital 
is  found,  and  replaced  in  the  value  of  the  direct 
capital. 

65.  As  therefore  the  value  of  all  the  instru- 
ments and  materials  is  comprehended  in  the  value 
of  the  finished  product,  the  last  is  aU  that  we  need 
consider  in  a  scientific  point  of  view,  and  we  may 
say  that,  in  Political  Economy,  Capital  is  an  in- 
creasing, or  a  Continuous  Quantity. 

66.  But  we  must  especially  remark  this.  It 
is  particularly  to  be  observed  that  Mr.  Mill  says 
above  the  distinction  between  Capital,  and  non- 
capital, resides  in  the  intention,  or  the  mind,  of  its 
owner.  So  we  must  observe  that  in  all  the  sub- 
divisions of  capital,  we  must  preserve  the  same 
analogy.  Capital,  as  we  shall  find  hereafter,  is 
divided  into  distinct  species,  and  as  the  funda- 
mental notion  of  Capitsd  depends  upon  intention, 
and  method  of  use,  and  not  upon  the  nature  of  the 
thing;  so  all  the  different  species  into  which 
capital  is  divided  must,  by  a  similar  analogy, 
depend  upon  intention,  and  method  of  use,  and 
not  upon  the  nature  of  the  thing.  We  shidl  find 
this  to  be  of  great  use  hereafter. 

67.  These  remarks  apply  to  what  we  are  now 
considering.  We  have  said  that  the  value  of 
the  finished  product,  which  may  be  called  direct 
capital,  comprehends  the  value  of  all  the  instru- 
ments and  materials,  which  may  be  called  indirect 
capital.  Now  we  must  observe  that  what  is  a 
finished  product  to  one  person,  is  merely  an 
instrument  or  a  material  to  another.  Thus  to  the 
iron  master,  a  bar  of  pig  iron  is  a  finished  product, 
but  to  an  engineer  or  cutler  it  is  only  a  material, 
or  an  instrument.  Thus  ploughs  and  harrows 
are  finished  products  to  the  agricultural  instru- 
ment maker,  but  they  are  only  an  instrument  to 
the  farmer.  The  com  is  direct  capital  to  the 
farmer,  but  only  indirect  capital,  or  a  material,  to 
the  miller.  Flour  is  direct  capital  to  the  miller, 
but  only  indirect  to  the  baker.  And  bread,  the 
finished,  or  ultimate,  product  comprehends  the 
value  of  all  the  preceding  operations. 

68.  We  may  say,  then,  m  a  general  way,  that 
Capital  is  a  Continuous  Quantity.  And  any 
one  familiar  with  physical  science,  will  at  once 
see  the  immense  consequences  of  this  doctrine, 
or  conception.  It  Immediately  brings  Political 
Economy  within  the  pale  of  mathematical  and 
Natural  Philosophy. 

69.  When  we  say  that  Capital  is  a  continuous 
quantity,  it  is  quite  evident  that  it  extends  from 
the  FAST  into  the  futubb  ;  and  this  opens  up  con- 
sequences of  immense  magnitude,  suggested  by 
the  analogy  of  Natural  Philosophy. 

In  Natural  Philospohy,  if  time/Mutis  positivb, 
timeyii/ttrtf  is  nboative. 

76.  As  this,  perhaps,  may  place  the  matter  in 
somewhat  a  new  light  to  some  of  our  readers,  we 
must  dwell  a  little  on  it,  and  explain  the  differ- 
ence between  positive  and  negative,  in  Arith- 
metic, and  Algebra  and  Natural  Philosophy. 

In  Arithmetic,  the  positive  and  negative  signs 
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merely  mean  addition  and  subtraction.  There 
are  no  snch  things  in  Arithmetic  as  absolute 
negative  quantities.  Thus  0,  in  Arithmetic,  is 
a  positive  limit  which  quantities  cannot  pass. 

But  in  Algebra  and  Natural  Philosophy,  the 
case  is  wholly  different.  The  terms  positive  and 
negative  denote  any  opposites  whatever,  and 
0,  or  zero,  is  merely  the  boundary,  or  limit,  be- 
tween positive  and  negative. 

Thus,  in  Algebra  and  Natural  Philosophy, 
negative  quantities  have  as  real  an  existence  as 
positive  ones. 

Thus,  if  a  force  pulling  one  way  is  positive,  a 
force  pulling  in  the  opposite  direction  is  negative. 

If  a  person  walking  one  way  were  positive, 
then  if  he  walk  in  the  opposite  direction  it  is 
n^;ative. 

71.  But  we  need  not  go  to  any  abstruse  sub- 
jects for  examples.  It  is  well  iUnstrated  by  a 
common  globe. 

In  any  globe,  or  map,  the  Equator  is  marked 
0,  which  is  merely  the  boundary  between  north 
and  south.  And  if  we  call  either  of  these,  say 
the  nortJi,  positive,  the  other,  the  south,  will  be 
negative. 

So  in  longitude,  the  meridian  passing  through 
the  national  observatory  is  0,  and  east  and  west 
may  be  positive  and  negative. 

72.  Let  us  illustrate  this  by  an  example.  If 
we  called  north,  positive,  and  south,  negative, 
then  of  course  a  ship  placed  in  north  latitude 
would  be  in  positive  latitude,  and  a  ship  placed 
in  south  latitude,  would  be  in  negative  latitude. 
And  if  the  ship  sails  in  a  northerly  direction,  she 
would  sail  in  a  positive  direction,  and  if  southerly, 
in  a  negative  one. 

Thus  if  a  ship  were  actually  in  20^  north  lati- 
tude, we  should  say  her  position  was  (+20),  and 
if  she  sailed  10°  fhrther  north,  she  would  then  be 
(+80).  If  she  sailed,  instead,  10<>  south,  her 
position  would  be  (+20—10),  or  (+10). 

But  if  she  sailed  SO^  south,  her  position  would 
then  be  (+2O--30),  or  (—10),  that  is  in  10® 
south  latitude,  or  10<>  beyond  0,  or  the  equator. 

If  then  being  ( — 10)  she  sails  20°  further  south 
she  would  then  be  (—10—20)  or  (—30). 

And  similarly  with  reference  to  east  and  west. 

And  we  observe  this,  that  though  part  of  the 
course  of  a  ship  is  in  the  positive  hemisphere  and 
part  in  the  negative  one,  the  part  in  the  negative 
hemisphere  is  not  to  be  itibtracted/romj  but  to  be 
added  fb  the  part  in  the  positive  hemisphere.  So 
that  her  whole  course  sailed  consists  of  one  part 
in  the  positive  hemisphere,  together  with  a  part 
in  the  negative  one. 

73.  So  in  a  Thermometer;  if  0,  or  zero,  be 
the  freezing  point,  the  degrees  above  freezing 
will  be  positive,  and  those  below  freezing  will  be 
negative,  and  if  the  mercmy  be  rising,  it  is  pro- 
ceeding in  a  positive  direction,  and  if  falling,  in 
a  negative  one. 

Thus,  also,  we  observe,  that  if  the  mercury 
falls  from  +  20°  to  —  lO®,  or  rises  from  —  lO*  to 
+  20<^,  the  whole  space  passed  over  is  30^,  and 
the  negative  part  is  to  be  added  to,  and  not'  sub- 
tracted from  the  positive  part. 

74.  Thus  universally,  in  Natural  Philosophy, 
0  is  the  boundary  between  any  two  opposites. 
And  this  idea  is  applied  to  Timb.  If  time  past 
is  positive,  time  future  is  negative,  and  the  pre- 
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sent  time,  which  is  the  boundary  between  the 
pajBt  and  the  fiitnre,  is  0,  or  zero. 

75.  There  is  a  law  in  Natural  Philosophy 
which  is  obvious  fi^m  the  preceding  consider- 
ations. It  is  this,  That  any  quantity  passing 
through  0,  or  zero,  changes  its  sign. 

From  the  above  statement  of  positive  and  ne- 
gative, this  law  is  self-evident.  For  as  0  is  the 
limit  between  positive  and  negative,  any  quantity 
that  passes  from  one  to  the  other  must  necessarily 
change  its  sign. 

And  from  the  samples  in  §  §  72, 73,  it  is  evident 
that  in  Algebra  and  Natural  Philosophy,  when  a 
quantity  passes  through  0  and  changes  its  si^ 
in  order  to  find  the  total  value,  the  part  of  its 
course  which  is  negative  is  not  to  be  subtracted 
FBOM,  but  ADDED  TO  the  part  which  is  positive. 

Now,  applying  the  preceding  remarks  to  capi- 
tal, the  subject  in  hand,  they  suggest  a  law  which 
will  be  obvious  to  any  one  familiar  with  Natural 
Philosophy.  It  is  this — Capital  is  a  eontimums 
quantity  which,  passing  through  0  (the  present  J 
into  fiOurity,  changes  its  sign. 

76.  That  is  to  say,  having  defined  capital  to 
be  a  continuous  quantity,  or  a  quantity  contin- 
ually producing  a  profit,  the  profits  wMch  it  has 
already  produced  are  positive,  and  those  which 
it  is  to  produce  are  future,  or  negative. 

But  though  those  future  profits  are  yet  to  be 
produced  they  have  a  present  value,  and  the 
BIGHT  to  receive  them  is  a  present  valuable  and 
saleable  commodity,  and  is  an  Economic  Entity. 

And  by  the  considerations  just  stated,  it  is 
manifest  that  to  find  the  total  value  of  capital  we 
have  to  add  together  the  value  of  the  past  profits 
and  the  value  of  the  future  profits,  the  vidue  of 
the  past  being  positive,  and  the  value  of  the 
fature  negative. 

77.  But  though  capital  is  a  continuous  quan- 
tity, it  may  be  hmited  to  a  certain  term.  And 
this  term  may  extend  to  infinity.  Because  the 
capital  itself  may  last  for  ever,  or  it  may  be  worn 
out  in  a  certun  time.  And,  of  course,  capital  of 
different  sorts  may  wear  out  in  longer  or  shorter 
periods. 

Now  as  it  produces  a  continuous  profit,  it  may 
be  supposed  to  do  so  at  certain  definite  intervals. 
And  the  value  of  all  capital  is  the  present  valne 
of  the  sum  of  the  profits  at  all  these  definite 
intervals. 

78.  Thus,  to  take  a  simple  example.  When 
a  man  buys  a  landed  estate,  he  does  not  merely 
pay  for  the  value  of  the  present  produce  (m  the 
land,  but  he  pays  a  sum  equal  to  the  present 
value  of  all  the  supposed  future  profits  for  ever. 

And  these  profits  lie  wholly  in  the  future,  and 
are  therefore  negative,  according  to  the  preceding 
considerations. 

So  the  value  of  railway  stock,  bank  and  other 
shares,  is  always  calculated  on  this  principle. 

Now,  it  is  not  usual  to  express  these  trans- 
actions at  full  length,  but  it  is  evident  that  that  is 
the  real  nature  of  the  operation. 

79.  But  not  only  the  land,  stock,  shares^  &c^ 
have  a  power  of  productivity  which  is  saleable, 
but  also  a  merchant's  skill,  judgment,  industry, 
and  character  are  also  capital,  as  Adam  Smith, 
and  all  leading  Economists,  have  allowed;  and 
he  may  sell  the  right  to  the  future  profits  of  his 
trading,  just  as  much  as  the  future  profits  of  the 
land  may  be  sold.    When  this  is  done,  the  nega- 
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tire  sign  always  appears,  as  it  is  done  by  means 
of  Bills  of  £xchanffe,  and  other  instruments  of 
CTedit.  These  are  always  affected  with  the  nega- 
tive sign ;  and  the  universal  error  of  Economists 
is,  that  they  suppose  they  are  to  be  stthtracted 
from  a  merchant  s  present  property. 

This,  however,  is  a  profound  delusion.  They 
are  only  engagements  to  pay  at  a  future  time,  and 
thus  credit  is  analogous  to  the  future  products  of 
the  land,  future  dividends,  &c. 

That  is  to  say,  the  bight,  or  fbivilegb,  of 
receiving  these  ftiture  dividends  and  profits  is 
real  existing  property,  which  may  be  bought  and 
sold,  which  is  future,  or  Negative. 

80.  Having  premised  this,  we  shall  now  in- 
Testigate  more  closely  the  different  species  of 
Capital,  upon  the  principles  of  the  system  of  Po- 
litical Economy  which  we  adopt. 

We  have  said  (Pbeuminabt  Discouse; 
Va^ub)  that  there  is  a  broad  and  fundamental 
distinction  between  Economists  on  the  source  and 
origin  of  Value.  The  two  schools  of  Political 
Economy,  founded  by  Turgot  and  Quesnay,  and 
Adam  Smith,  agree  in  this,  that  they  consider 
Value  to  be  some  quality,  or  attribute,  fixed  in 
somethmg.  There  are,  no  doubt,  differences  of 
opinion  amon^  them  about  the  matter,  but  their 
common  principle  is,  that  Value  is  to  be  found  in 
the  object.  Now,  the  insurmountable  objection 
to  this  is,  that  if  Value  consists  in  anythu]^  in- 
herent in  the  object  itself,  its  value  cannot  change, 
while  that  attribute  remains  the  same.  Thus 
Eic»-do,  who  makes  labor  the  source  of  Value, 
consistently  with  his  system,  says,  that  the  same 
labor  of  men  will  always  produce  the  same  value, 
and  that  that  commodity  would  be  invariable  in 
value  which  was  always  produced  by  the  same 
quantity  of  labor.  But  very  little  reflection  will 
shew  that  this  is  inaccurate,  for  the  value  of 
thingi  produced  by  exactly  the  same  quantity  of 
labor  may  be  very  different. 

81.  Now,  according  to  the  views  of  these  Eco- 
nomists, in  considering  the  value  of  land  we 
should  look  to  something  in  the  land  itself  for  its 
value,  either  the  cost  laid  out  in  bringing  it  to  its 
present  state,  or  its  fertility,  or  something  of  that 
sort.  But  is  this  correct  ?  Not  to  mention  that 
the  value  of  landed  property  greatly  depends 
upon  the  average  rate  of  interest,  being  thi*ee 
times  as  great  when  the  usual  rate  of  interest  is 
3  per  cent,  to  what  it  is  when  the  rate  is  9  per 
cent.,  we  may  ask  this  question — Suppose  that 
the  people  of  England  were,  like  the  Phocaeans 
and  Teians  of  old,  to  emigrate  in  a  body,  where 
would  the  value  of  the  land  be  P  Where  would  the 
value  of  all  the  houses,  &c.  in  England  be  P  Now, 
these  would  remain  just  as  they  were,  and  yet 
their  value  would  manifestly  vanish.  It  is,  there- 
fore, perfectly  manifest  the  value  of  the  land  must 
be  sought  for  elsewhere  than  in  the  land  itself. 

82.  Where,  then,  is  the  source  of  the  value  of 
the  land  in  England,  if  it  does  not  reside  in  itself? 
We  must  go  back  to  the  idea  of  Aristotle.  The 
founder  of  Political  Economy  declared  that  the 
WANTS  or  DESiBEs  of  mankind  are  the  source  of 
Value,  and  the  quantity  of  money  (or  anything) 
they  would  give  to  obtain  possession  of  what  they 
wanted  is  the  mecutare  of  Value.  And  that  we 
believe  to  be  the  true  fundamental  conception  of 
Political  Economy.  The  source  of  the  value  of 
the  land  of  Enghind  lies  in  the  wants  of  the  people 


to  be  fed  and  clothed,  and  their  readiness  to  give 
something  in  exchange  for  its  products.  It  is  this 
desire  that  gives  v^ue  to  the  land,  to  corn,  to 
cattle,  and  to  all  the  products  of  the  land. 

These  wants  are  permanent,  and  consequently 
so  long  as  they  exist  the  value  of  the  land  will  be 
permanent.  If  it  were  possible  to  imagine  that 
men  would  cease  to  require  food  and  clothing,  or 
should  they  change  their  tastes,  and  require  such 
food  and  clothing  as  could  not  bo  produced  in 
England,  then  the  value  of  the  land  would  imme- 
diately die  off. 

83.  This,  therefore,  is  the  general  idea  of  the 
value  of  land.  Id  is  the  source  from  which  an 
annual  revenue  springs,  because  it  supplies  some- 
thing that  is  wanted  by  men.  And  men  invest 
then*  money  and  labour  in  cultivating  the  land, 
and  rearing  cattle,  because  they  expect  that  they 
will  continue  to  have  a  permanent  value.  And 
the  value  of  an  estate  in  land  is  found  by  finding 
the  present  value  of  all  the  annual  revenue  for 
ever  according  to  certain  rules. 

84.  But  this  conception  may  be  generalised. 
And  we  may  affirm  that  if  men  require  any  ser- 
vice whatever  continously,  and  will  pay  to  obtain 
it,  the  annual  revenue,  or  the  sum  paid  annually 
to  obtain  these  services,  may  be  capitalised,  and 
form  a  great  estate. 

85.  Thus  the  continued  desire  of  men  for  the 
services  of  lawyers,  and  the  certainty  that  they 
will  continue  to  pay,  for  them,  creates  a  great 
incorporeal  estate — the  Law;  and  this  causes 
men  to  invest  their  money  and  labour  in  the 
acquisition  of  law. 

86.  The  certainty  that  men  will  continue  to 
require  and  pay  for  the  services  of  medical  men, 
creates  a  great  incorporeal  estate — ^Medicine; 
and  this  causes  men  to  invest  their  money  and 
labour  in  acquiring  a  knowledge  of  physic. 

So  men  require  and  have  endowed  a  great 
incorporeal  estate,  the  Chubch. 

87.  And  as  new  wants  spring  up,  and  men  will 
pay  for  their  satisfaction,  new  incorporeal  estates 
spring  into  existence.  Thus,  in  comparatively 
recent  years,  the  demand  for  canals  and  railroads 
has  called  into  existence  a  new  incorporeal  estate 
— Enoimeebing. 

88.  So  the  necessity  men  have  to  be  defended 
from  their  enemies  by  sea  and  land,  and  their 
willingness  to  pay  for  such  defence,  creates  two 
great  incorporeal  estates,  the  Military  and  Naval 
Services. 

89.  In  rude  times  men  had  few  wants  but 
corporeal  ones,  and  consequently  there  was  little 
besides  material  propei'ty.  But  in  process  of 
time  new  desires  were  created,  mental  wants  were 
excited,  and  men  became  willing  to  pay  for  pro  • 
ducts  to  gratify  their  minds.  They  became 
willing  to  pay  for  books,  and  this  created  and 
gave  value  to  a  great  incorporeal  estate — Litb- 

batube; 

90.  A  desire  for  Art,  too,  sprung  up,  and  this 
created  great  estates  in  Abt,  either  embodied  in 
a  material  form,  such  as  pictures  and  statues, 
or  in  an  incorporeal  form,  such  as  music,  and 
dancing,  and  acting,  and  so  on  down  to  its  lowest 

forms. 

And  so  through  the  whole  catalogue  of  trades 
and  professions.  It  is  the  demand  of  the  public 
which  confers  value  on  them. 

91.  Now  each  of  these,  the  land,  cattle,  &c., 
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the  law,  the  church,  medicine,  engineering,  the 
army,  the  navy,  literatare,  the  arts,  and  all  trades 
of  all  sorts,  are  each  of  them  a  great  estate,  all 
deriving  their  valne  from  one  gi*eat   common 

Srinciple — the  wants  of  mankind,  and  their  wil- 
^ngness  to  pay  for  their  products.  As  it  is  this 
desire  and  willingness  which  call  them  into 
existence,  and  confer  value  on  them,  so  a  cessa- 
tion of  this  desire,  and  a  cessation  of  the  willing- 
ness to  pay  for  their  products,  would  immediately 
annihilate  their  existence. 
^  If  men  ceased  to  care  for  art  of  all  sorts,  and 
literature,  the  whole  literary  and  artistic  estates 
would  Immediately  cease  to  exist. 

If  men  inaugurated  the  reign  of  universal 
peace,  those  great  estates — the  military  and  naval 
professions — would  immediately  cease  to  exist. 

During  the  reign  of  George  III.,  the  fashion 
for  bobwigs  and  steel  shoe  buckles  suddenly 
ceased.  Those  trades  were  immediately  dis- 
solved, all  that  capital  was  suddenly  dissipated, 
causing  dire  distress. 

And  the  very  same  thing  is  true  of  all  trades 
and  manufactures  of  all  sorts.  It  is  the  demand 
for  their  products  which  gives  them  their  value, 
and  constitutes  them  capital. 

92.  Hence  every  new  want  and  every  new 
desire  of  men  calls  into  existence  and  creates 
new  capitaL  Every  change  of  fashion,  every 
extinction  of  a  want  or  desire,  extinguishes 
capital. 

98.  And  each  of  those  great  estates,  the  land 
and  material  products,  the  law,  medicine,  art 
and  literature,  scientific  trading,  and  manufactur- 
ing knowledge,  is  transmissible  and  inheritable. 
No  doubt  they  are  transmitted  in  different  ways, 
but  still  the  general  principle  is  true.  Nor  do 
we  say  that  it  is  possible  to  produce  transcendant 
genius  at  wiU.  But  yet,  in  each  of  the  incorporeal 
estates,  especially  the  professions,  in  trades,  in 
manufactures,  there  are  accumulated  hoards  of 
knowledge,  which  are  augmented  by  each  suc- 
ceeding generation,  and  transmitted  just  as  much 
as  material  products  are,  and  are  Wealth,  or 
Economical  Elements,  just  as  much  as  material 
products,  and  will  continue  to  be  so,  so  long  as 
men  continue  to  want  and  to  pay  for  them. 

And  the  money  and  labor  men  spend  in  acquli'- 
ing  this  knowledge,  and  cultivating  their  skill  in 
a  useful  profession,  is,  in  all  respects,  CAPITAL, 
just  as  much  as  money  and  labor  expended  in 
tUling  the  ground,  or  invested  in  any  material 
product,  and  we  have  shewn  below  is  fully 
admitted  by  Adam  Smith  to  be  so,  although  the 
contrary  is  generfdly  supposed. 

94.  And  hence  we  arrive  at  this  great  funda- 
mental law  in  Political  Economy — 

It  is  Dbmand,  OB  consumption,  and  not 
LABOR,  THAT  GIVB8  Valub  TO  PRODUCTION. 

It  is  Consumption  alone  which  gives  Value  to 
Production,  and  adopting  the  definition  of  Mr. 
Senior  in  its  widest  generality,  any  source  what- 
ever, corporeal  or  incorporeal,  which  produces 
anything  which  is  exchangeable,  is  Capital. 

And  tiiese  considerations  appear  to  us  to  shew 
conclusively  the  truth  of  the  doctrine  we  have  so 
often  affirmed,  that  it  U  not  Labor  which  is  the 
cause  of  Value^  but  Value  which  is  the  cause  of 
Labor. 


95.  It  is,  moreover,  the  entire  overthrow  of 
the  Ricardian  system  of  Political  Economy. 
Ricardo  considers  the  value  of  a  thing  to  consist 
in  the  labor  which  it  has  cost.  We  should 
imagine  that  there  is  scarcely  an  Economist,  at 
the  present  day,  of  any  note,  who  will  not  agree 
that  the  value  of  a  thing  is  not  what  it  has  cost^ 
but  what  it  will  sell  for, 

96.  We  have  now  to  examine  the  nature  of 
a  species  of  property  which  has  given  rise  to  more 
discussion  almost  than  any  other,  namely,  the 
Funds. 

When  Governments  desire  to  execute  some 
great  work,  which  requires  means  beyond  what 
they  have,  or  find  it  necessary  to  borrow  large 
sums  of  money  in  war,  they  promise  to  pay  a 
sum  annually,  either  for  a  limited  time,  or  for 
ever.  And  this  engagement  to  pay  confers  a 
value  on  the  shares  in  the  original  loan,  which 
may  be  made  transferable,  and  the  certificates  so 
attesting  this  ownership  are  called  the  Funds. 

97.  N^ow  the  most  diverse  opinions  have  been 
entertained  as  to  whether  the  funds,  or  this  stock, 
are  to  be  reckoned  part  of  the  weaUh  of  the  nation, 
or  not.  When  they  are  called  the  "•  public  debts,** 
many  persons  think  that  the  intellects  of  a  man 
must  be  somewhat  crazed  who  can  suppose  that 
these  public  debts  are  part  of  the  vuhUe  wealth. 
And  we  shall  see  that  some  very  able  Economists 
maintain  that  the  income  of  the  fundholders  must 
not  be  reckoned  as  part  of  the  National  Wealth. 

98.  Thus  J.  B.  Say,  Cows  dicanomiepolitimu^ 
Vol,  L  p,  523,  blames  M.  Dufiresne  de  Samt  Leon 
for  considering  the  public  funds  as  part  of  the 
general  wealth  of  society,  because,  he  says  justly, 
that  they  are  only  a  title  granted  to  the  creditcnr 
of  the  state  to  receive  the  future  taxes,  which 
augments,  in  no  way,  the  sum  of  the  capital  and 
the  revenue  of  the  nation.  And  Mr.  Mill  says  at 
p.  9,  after  mentioning  a  mortgage  (the  nature  of 
which  he  has  mistaken),  '^  The  position  of  fund- 
holders,  or  owners  of  the  public  debt  of  a  country, 
is  similar.  They  are  mortgagees  on  the  general 
wealth  of  the  country  (in  which  Mr.  Mill  is  in 
error.)  The  cancelling  of  the  debt  would  be  no 
destruction  of  wealth,  but  a  transfer  of  it,  a 
wrongful  abstraction  of  wealth  from  certain 
members  of  the  community,  for  the  profit  of  the 
government,  or  of  the  taxpayers.  Funded  pro- 
perty therefore  cannot  be  counted  as  part  of  the 
national  wealth.  This  is  not  always  borne  in 
mind  by  the  dealers  in  statistical  calculations. 
For  example,  in  estimates  of  the  gross  income  of 
the  country,  founded  on  the  proceed  of  the  income 
tax,  incomes  derived  from  the  funds  are  not 
always  excluded;  although  the  tax  payers  are 
assessed  on  their  i^rhole  nominal  incomes,  without 
being  permitted  to  deduct  firom  it  the  portion 
levied  n*om  them'  in  taxation  to  form  the  income 
of  the  fundholder.  In  this  calculation,  therefore, 
one  portion  of  the  general  income  of  the  country 
is  counted  twice  over,  and  the  aggregate  amount 
made  to  appear  greater  than  it  is  by  about  30 
millions.  A  country,  however,  may  include  in  its 
wealth,  all  stock  held  bv  its  citizens  in  the  funds 
of  foreign  countries,  ana  other  debts  due  to  them 
from  abroad.  But  even  this  is  only  wealth  to 
them,  by  being  a  part  ownership  in  wealth  held 
by  others.  It  forms  no  part  of  the  collective 
wealth  of  the  human  race.  ** 

99.  This  argument  of  Mr.   Mill's  i^oires 
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some  inyestigation.  He  says  that  the  income  of 
the  fhndholder  ought  not  to  be  reckoned  separ- 
ately from  the  general  income  of  the  country, 
because  it  is  paid  ont  of  the  general  incomes  of 
the  taxpayers ;  and  he  says,  that  doing  so  makes 
the  income  of  the  country  appear  30  millions 
greater  than  it  really  is. 

Now  if  Mr.  Mill's  argument  were  true,  it  is 
perfectly  clear  that  it  ought  to  be  extended  not 
only  to  fhndholders,  but  to  all  persons  who  re- 
ceive their  incomes  out  of  the  taxes  which  are 
Said  out  of  the  general  income  of  the  country. 
*hus  the  civil  list  of  the  crown  ought  to  be 
excluded  from  the  catalogue  of  nationfU  incomes. 
So  ought  the  whole  pay  of  the  military  and  naval 
professions ;  so  the  whole  of  the  administration 
of  the  civil  service,  from  the  prime  minister  down 
to  the  humblest  policeman ;  so  the  incomes  of  the 
judges.  If  Mr.  Mill's  argument  be  true  the  in- 
comes of  all  these  persons  must  also  be  excluded 
from  the  general  catalogue  of  national  income, 
because  it  is  perfectly  clear  that  they  aU  stand 
on  exactly  the  same  footing  as  the  fundholder, 
they  are  all  paid  out  of  the  taxes  of  the  country. 
Is  Mr.  Mill  prepared  to  adopt  these  conse- 
quences ?  If  his  argument  be  true,  how  can  he 
escape  from  them  ? 

But  if  Mr.  Mill's  argument  be  true  it  must  be 
immensely  extended.  The  income  of  railways 
IS  paid  ont  of  the  general  income  of  the  country, 
just  as  much  as  that  of  fundholders.  Only  in 
one  case  the  taxation  is  voluntary,  and  in  the 
other  compulsory.  It  is  wrong  to  reckon  the 
income  of  railroads  separately.  But  the  fact  is, 
to  make  the  matter  short,  a  slight  consideration 
will  show  that  the  income  of  every  trade,  friMt- 
new,  and  undertaking  whatever,  in  suecessum,  is 
paid  out  of  the  general  income  of  the  country, 

100.  We  state  the  proposition  in  this  form : — 
Every  maxCs  income  is  paid  out  of  the  income  of 

some  one  else. 

The  doctrine  stated  thus  abruptly  may  startle 
some  persons,  and  they  may  think  it  a  paradox, 
nevertheless  a  very  slight  examination,  with  the 
assistance  of  some  of  the  acknowledged  funda- 
mental truths  of  modern  Political  Economy,  will 
very  soon  unravel  the  paradox. 

We  need  scarcely  remind  our  readers  that  the 
old  doctrine  was  that  in  an  exchange  neither  side 
gained.  Aristotle  and  Cicero  both  maintain  this, 
and  Luther  was  driven  into  one  of  his  customary 
fits  of  fnrv,  by  the  bare  idea  that  in  an  exchange 
either  side  could  gain,  except  by  robbing  the 
other.  (Aristotle;  Cicero;  Luthbb).  This 
doctrine,  which  had  some  show  of  plausibility  in 
it,  gave  way  to  another  which  was  palpably 
absurd.  It  was  then  maintained  that,  in  com- 
merce, only  one  side  gained,  and  what  one  side 
gained,  the  other  lost. 

Then  mankind,  as  usual,  having  tried  every 
species  of  absurdity,  were  at  last  perforce  driven 
to  adopt  the  only  remaining  conclusion,  that  in 
commerce  both  sides  gain.  And  this  is  now  the 
acknowledged  doctrine  of  modem  Political  Eco- 
nomy, (ExcBANOB ;  Profit),  which  we  need  not 
spend  any  further  time  in  explaining  here,  as  it 
is  now  universally  admitted. 

101.  The  proposition  we  have  stated  above, 
that  every  maiCs  income  comes  out  of  the  income 
of  some  one  else,  stands  exactly  on  the  same  foot- 
ing as  the  doctrine  that  in  commei*ce  both  sides 
gain. 


Now  let  us  take  a  few  examples. 

We  have  said  above  that  it  is  the  wants  of 
men  alone  which  give  value  to  the  land.  It  is 
well  known  that  men  will  continue  to  want  food 
and  clothing,  and  therefore  owners  of  land  devote 
their  money  and  labour  in  producing  corn  and 
cattle.  Now  this  is  their  capital.  When  this 
capital,  in  the  form  of  corn,  say,  has  produced 
its  increase,  the  landlord  offers  it  for  sale  to  the 
public.  The  proceeds  of  the  sale  in  ordinary 
times  will  exceed  the  cost  of  production.  Now  the 
portion  of  these  proceeds  which  equals  the  cost  of 
the  investment  replaces  the  capitid,  and  all  above 
that  is  profit  or  income.  No  doubt  the  landlord 
might,  if  he  chose,  spend  the  whole  proceeds  in 
personal  enjoyment  and  then  it  would  not  be 
capital  to  him.  But  we  suppose  him  to  be  a 
prudent  man,  and  not  disposed  to  diminish  his 
capital.  We  may  therefore  consider,  without 
error,  all  the  excess  of  the  proceeds  above  the  cost 
of  production,  as  profit  or  income,  which  he  may 
spend  upon  his  own  enjoyment  without  diminish- 
ing his  capital.  Now,  where  does  that  income 
come  from?  Most  clearly  from  the  income  of 
some  one  else. 

102.  A  merchant,  we  will  say,  does  business 
on  a  similar  principle  to  the  landlord.  He  invests 
a  sum  of  money  in  business  as  capital,  and  that 
capital  brings  him  in  a  profit,  or  income,  which 
he  may  spend  on  personal  enjoyment.  With  this 
income  he  buys  corn  and  meat  from  the  landlord. 
Hence  the  landlord*s  income  is  derived  from  the 
merchants  income. 

Reverse  the  ease.  The  landlord  has  made  an 
income,  and  he  wants  things  from  the  merchant  for 
personal  use.  Therefore,  ont  of  his  income  he 
purchases  things  from  the  merchant,  and  hence 
the  income  of  the  merchant  comes  out  of  the  in- 
come of  the  landlord. 

103.  It  might,  perhaps,  be  said  by  some,  that 
though  this  is  true,  so  far  as  it  goes,  yet  it  is  not 
the  whole  truth.  Because  there  are  many  traders 
who  never  deal  with  the  public,  or  ultimate  con- 
sumers, but  only  with  intermediate  consumers. 
Thus  merchants  deal  with  wholesale  dealers,  and 
these  again  with  retail  dealers.  When  the  whole- 
sale dealer  purchases  from  the  merchant,  he  pur- 
chases with  capital,  because  he  means  to  sen 
again.  But  the  merchant  of  course  most  make  a 
profit;  and  this  comes,  in  this  case,  ftom  the 
capital  of  the  wholesale  dealer,  and  not  from  In- 
come. So  the  profits  or  income  of  the  wholesale 
dealer  come  from  the  capital  of  the  retail  dealer. 
And  here  again  is  income  made  from  capital. 

But  this  objection,  which  seems  plausible  at 
first,  is  soon  oissipated,  when  we  consider  that 
the  ultimate  consumer  replaces  all  these  profits 
in  the  price  he  pays  for  the  article.  The  price 
he  pays  for  it  manifestly  replaces  the  capital  and 
the  profits  of  all  the  intermediate  parties,  and 
consequently  the  profits  made  by  these  interme- 
diate parties  is,  in  fact,  only  an  advance  of  the 
profit  which  is  to  be  recovered  at  a  fritnre  time 
from  the  ultimate  consumer. 

104.  Now,  the  very  same  mechanism  is  true 
of  all  other  traders  and  dealers  whatever.  Their 
incomes  always  proceed  from  the  incomes  of  the 
ultimate  consumers  of  the  articles  they  deal  in. 

This  is  obviously  true  of  Railways.  The  in- 
come of  railways  evidently  comes  out  of  the 
incomes  of  other  classes  in  the  community,  and 
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yet  the  income  of  railways  is  justly  reckoned 
separately  in  the  general  income  of  the  country. 

It  is  also  obviously  true  of  all  professional 
men.  The  incomes  of  lawyers  and  medical  men 
manifestly  come  out  of  the  incomes  of  their 
clients  and  patients.  So  the  incomes  of  actors, 
and  those  of  the  musical  profession,  evidently 
come  out  of  the  incomes  of  those  who  frequent 
theatres  and  places  of  amusement.  And  the  in- 
comes of  all  these  persons  are  justly  reckoned 
separately  in  the  general  income  of  the  country. 

We  w&l  tsJae  a  case  even  yet  more  clear  and 
decisive.  A  noble  lord  has  an  income  of  £50,000 
a  year.  He  keeps  a  French  cook  at  £300  a  year, 
a  Scotch  gardener  at  £250  a  year,  besides  a  large 
retinue  of  domestics.  Now,  it  is  quite  evident 
that  the  incomes  of  all  his  domestics  and  em- 
ployes come  directly  out  of  my  lord's  income; 
and  yet  their  income  is  reckoned  separately  in 
the  income  of  the  country,  over  and  above  and 
distinct  from  my  lord's  income.  And  my  lord 
pays  income-tax  on  his  income,  and  each  of  his 
employes,  whose  income  is  above  the  limit,  pays 
income-tax  on  his  income.    And  justly  so. 

Thus  we  arrive  at  this  general  truth,  after  ex- 
hausting the  whole  catalogue  of  incomes  in  suc- 
cession— that  the  income  of  every  man  is  made  up 
by  driblets  out  of  the  incomes  of  other  i)eople, 
and  every  man's  income  (at  least  of  those  who 
spend  it^  goes  to  make  up  the  income  of  all  the 
persons  he  deals  with,  directly  or  indirectly. 

These  considerations  satisfactorily  prove,  we 
think,  that  Mr.  Mill's  objection  to  the  incomes  of 
the  fundholders  being  reckoned  separately,  as 
well  as  the  incomes  of  the  general  public,  is  not 
well  founded. 

106,  But  we  have  still  to  investigate  another 
question.  Are  the  Funds  separate  property  ?  Are 
we  to  conclude  that  they  are  part  of  the  wealth  of 
the  nation  ?  Now,  to  determine  this  we  must  not 
iet  dust  be  thrown  in  our  eyes  by  names,  but  we 
must  look  to  the  nature  of  the  thing. 

Let  us  suppose  that  a  country  was  subject  to 
inundations  of  the  sea,  and  that,  to  preserve  the 
lives  and  property  of  its  inhabitants,  it  should  be 
absolutely  necessary  to  erect  vast  sea-d3'kes. 
Now,  as  these  sea-dykes  would  be  for  the  general 
benefit,  it  is  manifestly  just  that  all  the  inha- 
bitants should  contribute  to  their  formation  and 
maintenance.  Now,  suppose  that  the  govern- 
ment, wanting  to  execute  the  work  quickly, 
borrows  large  sums  of  money  upon  the  promise 
to  pay  interest  for  it  out  of  the  taxes  of  the 
country.  Now,  the  money  borrowed  to  erect  the 
sea-dykes  is  withdrawn  from  other  purposes;  and 
if  it  had  not  been  spent  in  erecting  the  sea-dykes, 
something  else  might  have  been  created  with  it. 
But  this  is  perfectly  evident,  that  the  sea-dykes 
are  son^ething.  The  people  of  the  country  want- 
ing them  have  paid  money  for  them,  and  therefore 
they  ai*e  to  be  placed  in  the  same  category  as  any 
other  property. 

Now  let  us  suppose  that  in  order  to  make  the 
original  loans  more  generally  useful  and  conveni- 
ent for  the  lenders,  the  government  makes  the 
certificates,  or  vouchers  of  the  loans,  and  the  right 
to  receive  the  interest,  transferable — ^Would  it  not 
be  separate  and  independent  property?  ca^l  it 
by  what  name  we  please— stock,  or  funds,  or 
public  debts — it  is  perfectly  evident  that  it  is 
independent  property. 


Now  such  a  country  is  Holland,  which  draws 
20  feet  of  water.  The  sea-dykes  of  Holland  were 
formed,  and  are  maintained,  at  a  great  expense. 

Now  let  us  ask  this  question,  are  the  sea-dykes 
of  Holland  part  of  the  wealth  of  Holland  ?  Under 
the  peculiar  circumstances  of  that  country,  they 
are  wanted,  they  are  a  utility,  they  are  the  result 
of  human  labor,  and  they  are  embodied  in  a  ma- 
terial form.  Taking  the  very  narrowest  view  of 
wealth  that  any  Economist  has  taken,  these  sea- 
dykes,  under  the  peculiar  circumstances  of  the 
case,  answer  all  the  conditions  of  wealth.  It  is 
perfectly  clear  that  they  stand  in  just  the  same 
position  as  roads,  canals,  and  railways,  and  a 
great  quantity  of  the  other  fixed  capital  of  the 
country.  The  people  continually  want  them,  and 
they  pay  a  portion  of  their  annual  income  to  the 
persons  who  made  them,  and  that  forms  the  in- 
come of  the  persons  who  constructed  them,  and  is 
justly  reckoned  as  a  separate  item  in  the  catalogue 
of  the  general  income  of  the  country. 

So  the  stock  of  any  other  public  company  en- 
gaged in  any  trading  enterprise  is  manifestly  part 
of  the  wealth  of  the  country.  But  the  value  of 
this  stock  manifestly  depends  upon  the  income 
which  accrues  to  the  company,  and  that  income 
is  derived  from  the  incomes  of  the  general 
community.  The  subject  of  shares  in  public 
companies  is  more  fully  considered  further  on. 

It  is  perfectly  manifest  that  the  public  funds 
are  property  analogous  to  the  stock  or  shares  of 
any  public  trading  company.  But  a  country 
may  have  other  enemies  besides  the  sea.  She 
may  have  human  enemies,  and  it  may  be  neces- 
sary to  raise  fleets  and  armies  to  defend  her 
existence.  And  to  preserve  her  security  from 
these  enemies  it  may  be  necessary  to  borrow- 
large  sums  of  money  upon  the  promise  of  paying 
an  annual  interest  for  it  out  of  the  income  of  the 
country,  and  the  shares  of  those  who  advance 
this  money  may  be  made  transferable,  and  are 
the  public  funds,  or  public  debts. 

Now  it  is  evident  that  the  funds,  created  to 
obtain  this  moral  security,  are  just  as  much 
separate  property  as  the  funds,  or  stock,  created 
to  obtain  the  material  security  of  the  sea-dykes. 
In  either  case  it  is  a  service  done  to  the  general 
public,  who  have  to  pay  for  it  out  of  their  general 
income,  just  as  they  pay  for  every  other  service 
whatever.  And  the  incomes  of  those  who  render 
this  service,  stand  in  the  same  position  as  the 
incomes  of  those  who  render  any  other  service 
whatever* 

These  considerations  manifestly  shew  that  the 
funds,  or  public  debts,  are  property,  as  much  as 
any  other  property,  and  they  are  properly  rec- 
koned as  independent  items  in  the  general 
property  of  the  country.  No  doubt  the  money 
might  have  been  spent  in  some  other  way,  and 
some  other  product  might  have  been  obtained 
instead.  It  is  also  true  that  the  expenditure 
may  have  been  injudicious,  and  other  things 
might  have  been  produced  which  would  have 
been  more  advantageous  for  the  country,  but 
these  considerations  in  no  way  affect  their  exist- 
ence as  property. 

106.  Mr.  Mill  says  that  ''the  cancelling  of 
the  debt  would  \ye  no  destruction  of  wealth,  but 
a  transfer  of  it,  a  wrongful  transfer  of  it  from 
certain  members  of  the  community  for  the  profit 
of  the  Grovernment,  or  of  the  tax-payers.    Fund- 
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ed  property,  therefore,  cannot  be  counted  as 
part  of  the  national  wealth.**  This  seems  to  be 
a  very  strange  conclusion.  A  transfer  of  wealth, 
in  no  case  that  we  can  imagine,  is  destmction  of 
it.  But  Mr.  Mill  says,  that  because  the  transfer 
of  it  is  not  the  destruction  of  it,  it  is  not  to  be 
counted  as  part  of  the  national  wealth.  A  high- 
wayman knocks  down  a  traveller,  and  robs  him 
of  his  money  and  his  watch,  now  this  is  not  a 
destmction  of  wealth,  but  only  a  transfer  of  it, 
and,  therefore,  the  money  and  the  watch  are  not 
to  be  counted  as  part  of  the  national  wealth  I  A 
servant  robs  his  master,  that  is  only  a  transfer^ 
and  not  a  destruction^  of  wealth,  and,  thererore, 
the  thing  stolen  is  not  to  be  counted  as  part  of 
the  national  wealth ! 

What  we  have  said  here  is  sufficient,  we  think, 
to  shew  that  the  ftinds  are  independent  property, 
and  that  the  income  of  the  fundholders  is  pro- 
perty reckoned  as  part  of  the  income  of  the 
nation.  For  more  on  the  subject  we  refer  to 
Fuime. 

107.  We  must  now  endeavour  to  make  a  con- 
cise survey  of  property  in  general.  To  enter 
into  all  its  minuti»  would,  of  course,  require  a 
large  volume.  What  we  shall  now  attempt  to 
do  is  merely  to  endeavour  to  classify  and  enu- 
merate the  different  species  of  property  which 
ex.ist.  Most  persons  would  assent,  we  think, 
to  the  proposition  that  *^ wealth**  and  "pro- 
perty **  are  convertible  terms.  If,  therefore,  we 
wish  to  obtain  an  accurate  definition  of  wealth, 
the  subject  matter  of  Political  Economy,  it  seems 
to  us  to  be  clearly  necessary  to  consider  all  the 
various  species  of  property  that  exist,  and  then 
to  frame  a  definition  of  wealth  in  accordance 
with  those  species.  We  must  frame  the  definition 
from  the  science,  and  not  construct  a  science 
from  the  definition. 

108.  In  the  first  place,  then,  what  is  Pao- 

PEETT  P 

The  idea  suggested  to  most  persons  by  the 
word  Property  would  be  goods,  and  chattels, 
land,  &C.,  &c.,  and  things  of  all  sorts.  Just  as 
when  people  hear  of  a  man*s  having  a  great 
estate^,  they  think  of  the  acres  of  land :  but  this 
is  a  very  great  mistake  indeed. 

The  word  "Property**  is,  like  several  other 
words,  an  example  of  that  philosophical  inaccu- 
racy which  is  unfortunately  so  prevalent  in  Eng- 
lish, by  which  something  related  to,  or  connected 
with,  a  thing  is  used  as  a  name  of  the  thing  itself. 
There  are  a  large  class  of  such  words,  but  we 
shall  only  mention  three  here : — ^they  are  "  Cur- 
rency," "  Estate,**  and  "  Property.*' 

The  word  currency  was  first  used  as  an  at- 
tribute of  money.  Money  was  said  to  be  current. 
Hence  writers  began  to  speak  of  the  currency  of 
money.  Just  as  they  speak  at  the  present  day 
of  the  currency  of  a  report^  or  the  currency  of  an 
opinion.  At  last,  about  the  middle  of  the  last 
century,  writers  began  to  call  the  money  itself 
currency,  by  a  most  gross  abuse  of  language. 
This  however  has  now  become  a  practice  far  too 
strong  to  be  shaken.  But  it  is  nevertheless  a 
gross  confusion  of  idea.  It  would  be  just  as 
rational  to  call  an  opinion,  or  a  report,  cuTency, 
as  it  is  to  call  money,  currency. 

The  same  observation  is  true  of  the  word 
"Estate.**  The  word  estate  properly  means  a 
per8on*s  ihtxebst  in  land,  or  in  goods  and  chattels. 


But  by  a  gross  confusion  of  idea,  it  is  in  common 
parlance  applied  to  the  land  itself,  or  the  goods 
and  chattels. 

The  word  Pbopbrtt  has  been  used  with  a 
similar  confusion  of  language.  It  is  almost  in- 
variably used  to  denote  things,  such  as  land  and 
goods.  But  the  meaning  of  the  word  Property  is 
the  Right  to  use  a  thing,  and  not  the  thing  used. 
Thus  as  the  correct  expression  is  the  **  Currency 
of  money  **,  an  "  Estate  in  land  **,  so  also  the  cor- 
rect expression  is  "  Propei'ty  in  land,**  or  "  Pro- 
perty in  goods,**  &c. 

Hence  we  see  that  Peopsbtt  is  not  anything 
vested  in  the  thing  itself,  nor  the  thing  itself,  but 
it  is  an  attribute  vested  in  the  Pbbbon. 

109.  Now  things  which  may  be  the  subject 
of  property  are,  as  regards  Political  Economy, 
divided  into  two  fundamentally  distinct  classes. 

L  There  are  certain  thin^  which  we  may 
buy,  which  are  actually  in  existence  at  the  time 
we  buy  them. 

Thus  if  we  buy  a  watch,  the  whole  thing  is 
actuallv  in  existence.  We  may  buy  it  for  the 
sake  of  continous  use,  to  last  all  our  lives ;  or  for 
an  indefinite  period.  But  the  whole  thing  that 
we  buy  is  in  actual  existence.  So  if  we  buy 
bread,  or  articles  of  food«  thejjr  are  in  a  state  of 
complete  existence.  They,  it  is  true,  are  bought 
for  the  purpose  of  immediate  destruction,  and  not 
continuous  use.  So  articles  of  clothing ;  they  last 
longer,  and  are  for  the  purpose  of  continuous  use. 
So  articles  of  furniture,  books,  carriages,  horses, 
&c.  All  these  are  bought  for  the  purpose  of  use, 
which  may  be  more  or  less  continuous,  as  the  case 
may  be.  But  this  feature  is  common  to  all  these 
things.  When  we  buy  them,  they  exist  in  a 
complete  state,  and  capable  of  immediate  use  and 
enjoyment.  We  ma^  say  therefore  that  all  these 
things  may  be  used  m  their  totality  at  the  time 
of  the  purchase. 

But  these  things  are  only  a  very  small  portion 
of  the  things  which  may  be  made  the  subject  of 
property.  The  incomparably  greater  portion  of 
things  that  may  be  made  the  subject  of  property, 
have  no  actual  present  existence  at  all,  but  only 
come  into  existence  at  future  intervals  of  time. 

II.  Such  is  the  foundation  of  the  value  of  the 
Land,  the  Public  Funds,  all  annuities,  shares  in 
all  commercial  enterprises  of  all  sorts.  Banks, 
Railways,  Insurance  Companies,  and  Commercial 
Credit 

Now  the  fundamental  characteristic  of  all  this 
class  of  property,  which  from  its  mere  enumera- 
tion manifestly  includes  nineteen-twentieths  of 
existing  property,  at  least  in  this  commercial 
country,  is  this,  that  it  cannot  all  be  used  or 
enjoyed  at  one  time.  The  actual  use  and  enjoy- 
ment can  only  come  into  existence  and  possession 
at  definite  intervals  of  time.  But  yet  althoi^  the 
enjoyment  is  future,  nevertheless  the  RIGHT  of 
enjoyment  and  use  is  pbeseitt,  and  may  be 
bought  and  sold,  and,  in  fact,  the  present  value  of 
all  these  future  intervals  of  use  and  enjoyment  is 
the  value  of  the  Property. 

110.  And  here  we  may  say  that  the  study 
of  the  Theory  of  Property  is  absolutely  indis- 
pensable to  the  student  of  Political  Economy : 
a  truth  which  has  been  greatly  lost  sight  of 
by  many  writers  on  the  subject  It  is  the  very 
basis  of  his  science.    We  may  take  this  opportu- 

I  nity  of  recommending  as  admiriable  summaries  of 
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it ;  Williams  on  the  Law  of  Real  Property ^  aad 
On  the  Law  of  Personal  Property,  These  works 
are  quite  as  indispensable  to  the  student  of  Poli- 
tical Economy  as  they  are  to  the  student  of  Law. 
We  may  also  commend  to  their  attention  a  paper  On 
isome  Points  in  the  Theory  of  the  Law  of  Property^ 
by  Mr.  Stephen  Martin  Leake,  in  the  Papers 
read  before  the  Juridical  Society^  1855-8,  p,  531, 
which  contains  several  points  on  the  subject  very 
clearly  stated,  and  from  which  we  shall  make 
some  extracts.  Mr.  Leake  says,  p.  533,  that  the 
entire  property  in  a  thing  is  the  right  to  the  whole 
use  of  a  thing.  That  things  differ  in  their  use 
according  to  their  nature,  some  perish  in  the  use, 
some  perish  from  causes  independent  of  the  use, 
but  afford  a  continuous  use  so  long  as  they  endure. 
Some,  like  laud,  are  absolutely  indestructible,  and 
supply  a  continuous,  uniform,  and  constant  use 
for  ever.  Of  all  these  land  is  the  standard,  or 
type,  that  is  to  say,  a  subject  indestructible  in  its 
nature,  its  use  is  unlimited  in  duration,  and  con- 
stant and  uniform  in  quality,  and  possesses  all 
qualities  in  the  highest  degree,  which  other  sub- 
jects of  property  possess  only  partially,  and  in  a 
limited  decree."  For  these  reasons,  Mr.  Leake 
says  that  the  Law  of  Real  Property  in  practice 
may  be  called  the  grammar  of  the  Law  of  Pro- 
perty in  general.  In  this  remark  we  entirely 
concur,  and  we  may  say  that  the  theory  of  the 
Value  of  Land  is  the  grammar  of  the  theory  of 
Value  in  general. 

111.  Wemnst  now  still  farther  inyestigate  the 
nature  of  the  value  of  land.  When  it  is  said 
that  the  value  of  the  land  of  Great  Britain  is 
some  enormous  sum,  we  don't  know  what;  but 
say  2,000  millions,  what  does  that  mean  ?  Does 
it  mean  thut  the  value  of  the  existing  produce 
of  the  land  is  worth  2,000  millions  P — Certainly 
not.  The  value  of  the  Land  consists  in  this, 
that  it  produces  year  by  year  for  ever  something 
which  men  want,  and  will  pay  for,  or  for  which 
they  will  give  some  other  product,  or  service,  in 
exchange.  Now  it  is  evident  from  this  that  as 
tlie  actual  use  and  enjoyment  of  the  land  can  only 
come  into  possession  at  successive  intervals,  no 
man  can  use  or  enjoy  the  whole  of  his  property 
in  land.  And  as  these  products  cannot  be  ac- 
celerated, no  man  could  squander  away  the  whole 
of  his  land  as  he  might  property  which  was  in  a 
complete  and  final  state  of  existence.  Hence,  if 
families  were  put  in  possession  of  a  large  extent 
of  land,  although  they  might  squander  the  yearly 
produce,  they  could  not  waste  or  dissipate  their 
capital.  In  many  countries  fcunilies  have  endured 
for  centuries,  iu  possession  of  the  same  land. 

112.  But  by  the  introduction  of  money,  a 
new  power  was  called  into  existence.  Although 
men  could  not  sell  the  actual  produce  of  their 
land,  which  was  only  to  come  into  existence 
several  years  afterwards,  they  could  sell  their 
property  in  it,  or  their  Right  to  receive  it.  And 
it  is  quite  clear  that  each  annual  product  is  the 
subject  of  distinct  property,  and  that  the  whole 
series  for  ever,  is  a  series  of  separate  properties, 
each,  or  all,  or  any  number  of  which,  may  be 
sold,  or  exchanged,  for  anything  else.  And  the 
method  of  ascertaining  their  present  value  is  as 
follows. 

lis.  We  have  said  that  Capital  is  an  increas- 
ing quantity,  and  the  continual  increase  may 
always  be  capitalised,  and  so  used  to  produce 


further  increase.  The  increase  of  different  species 
of  Capital  proceeds,  of  course,'  at  very  different 
rates.  But  it  is  quite  evident  that  it  all  has  the 
capacity  of  increase  in  a  geometrical  ratio.  Not 
that  it  ever  actually  does  so,  for  various  reasons, 
to  be  more  fully  examined  hereafter.  But  at 
least  it  has  the  capacity  for  so  increafiing.  Ajb 
this  law  is  universally  applicable  to  Capital,  it 
holds  good  with  regard  to  money,  as  weU  as 
otha*  species.  Thus,  if  money  be  invested  In 
the  funds,  and  allowed  to  accumulate,  it  will 
manifestly  increase  at  compound  interest,  or  in  a 
geometrical  ratio.  And  it  is  quite  easy  to  tell 
what  any  given  sum  of  money  will  amount  to  in 
any  number  of  yeai*8,  at  any  given  rate  of  in- 
crease. And  it  is  just  as  easy  to  perform  the 
inverse  operation,  and  find  what  sum,  at  the 
present  time,  would  amount  to  any  sum  in  a 
given  number  of  years,  at  any  given  rate  of  in- 
terest. And  that  sum  is  called  the  Present  Value 
of  the  future  sum. 

114.  Now  the  produce  of  the  land  in  any 
given  future  year  may  be  valued  in  money,  and 
the  present  value  of  that  money  may  be  ascer- 
tained. The  same  may  be  done  for  all  the  future 
years  for  ever,  and  the  sum  of  the  series  of  these 
future  values  is  the  total  present  yalne  of  the 
land  for  ever. 

Althuugli  this  series  is  infinite,  yet  its  snm  is 
a  finite  quantity,  which  is  easily  ascertained.- 

Thus  the  value  of  the  property  in  the  land  for 
ever  may  be  accurately  measured,  and  exchanged 
for  money  like  any  other  commodity,  and  the 
owner  of  the  property  may  use  and  enjoy  the 
whole  value  of  it. 

115.  To  show  how  the  value  of  things  may 
vary  without  any  change  in  the  thing  itself  and 
upon  what  incorporeal  considerations  it  depends, 
we  may  observe  the  difference  in  the  value  of 
land  caused  by  a  difference  in  the  rate  of  interest. 

As  the  present  value  of  each  of  these  annual 
products  is  calculated  at  compound  interest,  it  is 
clear  that  the  higher  the  rate  of  interest  is,  the 
faster  they  will  diminish.  Hence  if  the  rate  of 
interest  is  high,  the  value  of  the  entire  property 
will  be  a  great  deal  less  than  when  it  is  low. 

The  value  of  any  number  of  these  future  pro- 
ducts may  be  ascertained.  But  it  happens  that 
when  the  value  of  the  whole  series  is  to  be  found, 
the  practical  rule  is  very  simple. 

To  find  the  value  of  a  perpetual  annuity  of  £1» 
we  have  only  to  divfde  £100  by  the  rate  of  inter- 
est, and  the  result  is  the  present  value  of  the 
annuity. 

Thus  if  the  rate  of  interest  were  10  per  cent.,  the 
value  of  a  perpetual  annuity  of  £1  would  be  £10. 

If  the  rate  of  interest  were  £3  per  cent,  it 
would  be  £33  6s.  8d. 

Thus  the  present  value  of  the  very  same 
annuity  is  extremely  different  according  to  the 
rate  of  interest.  And  the  value  of  the  very  same 
land  producing  the  same  annual  revenue  will  be 
three  times  as  great,  when  the  rate  of  interest  is  3 
per  cent,  as  when  it  is  9  per  cent.  In  the  reign 
of  Charles  II.,  the  usual  value  of  land  was  10 
years  purchase.  In  the  present  day  it  may  be 
taken  at  an  average  of  30  years  purchase.  Thus 
we  see  how  enormously  the  value  of  the  land  of 
Great  Britain  may  vary  without  any  change  in 
the  land  itself,  or  any  depreciation  of  the  vaiae 
of  money  with  respect  to  commodities* 
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1 16.  We  thus  arrive  at  this  fundamental  con- 
ception that  the  saleable  value  of  land  consists  in 
the  RiGBT  to  receive  the  annual  profits  of  the 
land. 

Thus  we  see  that  a  mere  Right  to  receive  a 
thing  which  has  no  actual  existence  at  present  is 
an  Economic  Entity,  or  an  Economical  Element, 
which  may  be  bought  and  sold  like  any  existing 
useful  article.  This  is  a  mere  right  of  future  en- 
joyment, and  according  to  what  we  hare  said 
regarding  negative  quantities,  it  Is  to  be  classed 
with  them. 

We  may  say  without  any  violent  metaphor, 
that  when  a  man  has  purchased  an  estate  in  land, 
ft  owes  him  an  annual  payment.  And  this  is 
more  clearly  manifest  when  he  lets  it  to  a  tenant, 
who  enters  into  an  obligation  to  pay  him  an  an- 
nual rent.  Each  obligation  to  pay  him  rent 
year  by  year  is  an  independent  Economic  Entity, 
just  the  same  as  if  it  were  embodied  in  a  Bill  of 
Exchange,  or  a  Promissory  Note. 

Now  the  entire  property  in  the  land  consists 
in  the  Right  to  receive  all  the  profits  that  can  be 
made  out  of  it  of  every  description,  either  on  the 
surface  or  below  it.  But  these  profits  are  of  ex- 
tremely different  sorts.  And  the  entire  property 
may  be  divided  and  separated  into  any  number 
of  smaller  parts.  And  it  is  scarcely  necessary 
to  say  that  each  separate  portion  is  also  an  Eco- 
nomic Element,  and  may  be  sold  and  exchanged 
separately,  and  is  a  separate  article  of  wealth. 
And  each  of  these  separate  properties  may  be  in 
separate  hands,  or  they  may  be  all  merged  In  one 
person.  But  though  they  may  be  all  vested  in 
one  person,  they  are  nevertheless  sepai^ate  articles 
of  wealth.  And,  in  short,  whatever  may  be 
separately  and  individually  exchanged  without 
any  connection  with  anything  else,  is  a  separate 
and  independent  article  of  wealth,  and  must  be 
reckoned  separately  in  any  catalogue  of  wealth. 

This  perhaps,  may  appear  an  unnecessary  tru- 
ism to  some  readers,  but  we  shall  find  hereafter, 
that  it  is  a  doctrine  of  immense  practical  impor- 
tance, which  has  been  greatly  lost  sight  of  in 
many  economical  discussions  and  treatises. 

117.  We  may  then  define  property  in  land  in 
general  terms  thus : — It  is  the  right  to  exchange 
products  which  are  not  yet  in  existence,  for  other 
products  also  not  yet  in  existence,  and  for  services 
to  be  done  by  men  who  are  not  yet  bom,  to  the 
end  of  time. 

Now,  this  entire  property  in  land,  says  Mr. 
Leake,  p.  536,  "is  divisible  in  three  distinct 
ways : — 

"1.  By  division  of  the  subject  of  property. 

"  2.  By  division  of  the  current  use  into  concur- 
rent portions. 

'*  3.  By  the  division  of  the  continuous  use  into 
successive  intervals." 

In  the  first  case,  the  division  may  be  either 
vertical  or  horizontal.  The  land  may  be  split  up 
into  any  number  of  portions.  Thus  the  owner 
may  sell  entirely  one  acre  out  of  ten  and  keep  the 
rest,  or  he  may  retain  the  whole  right  to  the  sur- 
face himself,  and  sell  the  right  of  digging  for 
minerals,  coals,  stones,  &c.,  below  the  surface. 
And  each  of  these  rights  is  a  separate  article  of 
property. 

In  the  second  case,  the  property  in  the  land 
Itself  may  remain  with  the  proprietor,  but  sepa- 
rate estates  may  be  carved  out  of  the  profits  of 


it.  Thus  tithes,  rent  charges,  annuities,  may  be 
charged  upon  it.  So  also  there  may  be  what  are 
called  easements,  that  is,  where  other  persons 
have  a  right  to  use  it  in  a  particular  way,  or  for 
certain  limited  purposes,  such  as  a  right  of  com- 
mon, right  of  pasture,  right  of  way,  right  of  shoot- 
'^Si  I'ight  of  fishing,  &c. 

In  the  third  case,  a  man  may  have  the  right  to 
the  actual  use,  possession  and  enjoyment  of  the 
land  for  a  certain  number  of  years,  and  then  it 
may  pass  to  other  persons.  The  person  who 
has  the  right  of  present  possession  and  en- 
joyment is  said  to  nave  an  estate  in  possession, 
and  the  estates  of  those  persons  which  are  only 
to  commence  at  a  future  time  are  said  to  be  in 
reversion,  or  remainder. 

118.  Now  of  all  these  various  rights,  which 
are  all  distinct  subjects  of  property,  the  estates  of 
those  persons  alone  who  are  in  actual  possession 
and  enjoyment  of  the  surface  of  the  land,  are 
usually  called  corporeal  rights,  or  hereditaments, 
all  the  others  are  called  incorporeal  rights,  or 
hereditaments.  Mr  Williams  (Zrati^  o/'i2ra2  Pro- 
perty^p,  196)  considers  that  estates  in  reversion 
and  vested  in  remainder,  may  be  considered  as 
somewhat  of  a  mixed  natm*e,  because  in  process 
of  time  they  become  corporeal.  All  the  others 
are  considered  as  purely  incorporeal.  But  Mr. 
Leake,  justly  we  think,  says  p.  541,  '*The  distinc- 
tion however  between  corporeal  and  incorporeal 
rights  is  altogether  questionable,   both  in  the 

^  nature  of  things,  and  in  theory.  All  rights  are 
equally  incorporeal,  inasmuch  as  they  subsist  in 
a  person  by  mere  force  of  law ;  and  all  rights  are 
equally  corporeal  inasmuch  as  there  must  exist 
a  real  subject  matter  In  the  use  of  which  the  right 
consists.  All  property  of  whatever  kind  is  an 
incorporeal  right  to  the  corporeal  use  and  profits 
of  some  corporeal  thing.*'  In  the  first  part  of 
this  extract  we  entirely  concur.  The  distinction 
between  the  property  in  the  surface  of  the  land 
with  the  rl^ht  to  grow  com,  &c.,  as  a  corporeal 
right  and  the  right  to  dig  for  minerals  and  coals 
below  its  surface,  or  the  right  to  shoot  game  on 
the  sm-face,  as  an  incorporeal  one,  seems  to  us  to 
be  unphilosophical.  We  therefore  concur  with 
Mr.  Leake  tiiat  all  property  is  equally  incorporeal, 
inasmuch  as  it  really  means  a  Kiqht  residing  in 
the  person,  and  not  a  thing. 

119.  But  with  respect  to  the  next  part  we  are 
not  so  disposed  to  concur,  at  least  if  we  have 
understood  him  correctly,  which  we  are  by  no 
means  certain  of.  He  says  that  all  rights  are 
equally  corporeal,  because  there  must  exist  a  real 
subject  matter  in  the  use  of  which  the  right  con- 
sists. '^All  property  of  whatever  kind,  is  an 
incorporeal  right  to  the  corporeal  use  and  profits 
of  some  corporeal  thing,"  Now  to  all  this  we 
agree  up  to  the  last  four  words.  That  profits  are 
corporeal  we  admit,  but  to  say  that  the  source 
from  which  these  profits  are  derived  is  necessarily 
corporeal^  in  the  sense  which  we  think  Mr.  Leake 
means,  is,  we  think,  an  oversight.  No  doubt  there 
must  be  a  subject  matter  out  of  which  profits  arise, 
but  that  source,  or  capital,  may  be  incorporeid. 
The  subject  matter,  therefore,  of  a  right  may  be 
purely  incorporeal,  as  we  shall  see  ftirther  on. 

We  have  said  enough  we  think  on  the  subject  to 
explain  the  general  nature  of  the  theory  of  the 
Value  of  Laud,  the  standard  case  of  Ydne. 

In  this  case  we  obsei've  that  the  source  of  the 
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annuity,  the  land,  is  corporeal,  and  before  our 
eyes.  It  may  be  seen  and  handled.  Moreover 
the  fruits  of  it  from  which  profits  are  made,  vis^ 
the  corn  and  the  cattle,  exist  corporeally  before 
our  eyes,  and  may  be  handled,  and  measured. 
It  is  by  the  exchange  of  these  corporeal  products 
for  other  products  and  services  that  we  obtain  the 
enjoyment  of  the  property  in  the  land. 

120.  But  we  shall  now  proceed  to  shew  the 
analogy  between  this  standard  case  of  Value,  and 
other  immense  classes  of  cases.  We  shall  first 
deal  with  a  class  of  cases  in  which  the  source  or 
instrument  of  the  profit  is  corporeal,  like  the  land. 
But  we  shall  spunge  out  the  materiality  or  cor- 
poriety,  of  what  is  analogous  to  the  produce  of  the 
laud,  namely  the  service  performed  by  the  instru- 
ment, and  which  brings  in  the  profits,  or  the 
instrument,  as  com  and  cattle  bring  in  the  profits 
of  the  land.  And  we  shall  call  upon  our  readers 
to  believe  in  the  real  existence  of  these  profit- 
producing  incorporeal  elements  just  as  much  as  in 
the  existence  of  the  material  com  and  cattle. 

We  have  thus  obtained  two  cases  of  Capital 
and  Produce.  The  first,  in  which  the  Capital  and 
the  Produce  are  both  material;  the  second,  in 
which  the  materiality  of  the  Capital  remains,  but 
the  Produce  is  immaterial.  But  in  either  case, 
each  are  Economic  Elements.  We  shall  aJso  find 
that  there  are  two  other  cases,  correlative  to  the 
two  first ;  namelv,  a  third  one,  in  which  the  Ca- 
pital or  source  of  Produce  is  immaterial,  and  the 
Produce  material ;  and,  lastly,  we  shall  spunge 
out  the  corporiety  both  of  the  Capital  and  the 
Produce.  And  we  shall  call  upon  our  readers 
to  believe  in  the  real  existence  of  these  incorpo- 
real sources  of  revenue,  or  this  incorporeal  capital, 
producing  incorporeal  entities,  or  elements,  which 
are  exchanged  for  corporeal  profits,  and  which 
have  as  real  an  existence  as  much  as  the  land, 
and  the  corn  and  cattle.  And  this  incorporeal 
capital  and  its  incorporeal  produce  may  be  mea- 
sured and  valued  with  as  gi'eat  certainty  as  any 
material  article  whatever.  And  when  we  have 
surveyed  all  these  kinds  of  property,  we  shall  be 
able  to  form  some  estimate  of  the  magnitude  of 
property  in  this  country,  and  the  domain  of 
Politicid  Economy. 

121.  As  an  example  of  the  first  case  of  this 
latter  species  of  property,  we  shall  instance  Rail- 
ways, and  Canals.  It  is  perfectly  clear  that 
what  we  may  call  the  source  or  instrument  of  the 
annuity,  analogous  to  the  land,  namely  the  rail- 
road, or  the  canal,  formed  and  maintained  at  a 
vast  expense,  is  corporeal  and  visible  like  the 
land.  But  is  the  service  which  the  railroad  or 
canal  is  capable  of  rendering,  and  which  produces, 
or  draws  forihy  rPaoDucTioir ;  Labob)  the  profits, 
corporeal  ?  Whence  do  the  profits  of  the  railroad 
or  canal  come  P  They  are  given  by  the  public 
in  exchange  for  the  service  which  the  railroad 
or  canal  is  capable  of  rendering,  namely  the 
transport  of  persons  and  goods.  Something 
which  is  purely  incorporeal.  And  yet  though 
this  service  can  neither  be  handled  nor  seeuy  its 
value  may  be  measured,  and  is  so,  with  as  great 
certainty  as  any  corporeal  element. 

The  railroad  is  constracted  on  the  expectation 
that  the  public  will  require  and  pay  for  the  tran- 
sit of  theur  persons  and  goods.  This  is  a  mere 
incorporeal  service,  and  yet  it  is  exchanged  for 


profits,  just  as  com  and  cattle  are,  and  is  as  real 
a  source  of  revenue  as  they  are. 

Now  it  is  perfectly  clear,  that  though  the  rul- 
way  or  canal  may  have  cost  a  very  large  sum  of 
money,  th^  value  of  the  shares  or  stock  has  no 
reference  at  all  to  the  cost  of  constraction,  but  is 
entirely  dependent  on  the  value  of  the  custom  of 
the  public.  The  actual  line  of  road,  and  the 
waterway,  are  wholly  distinct  elements  from  the 
business  which  is  conducted  on  them,  and  they 
may  be  separated  and  divided. 

In  fact,  the  business  of  the  railway  or  the  canal, 
may  be  separated  from  the  railway,  or  canal, 
itself.  And  it  is  perfectly  well  known  that  when 
railroads  were  first  made  in  England,  it  was 
intended  and  expected  that  the  property  in  the 
railway  itself,  and  the  property  in  the  busineas 
on  the  railway,  should  be  separated.  But  it  waa 
found  that  sudi  a  separation  of  powers  would 
probably  be  dangerous,  and  it  was  necessary  for 
the  safety  of  the  public,  that  both  the  railroad 
and  the  business  of  working  the  railroad  should 
be  vested  in  the  same  hands. 

But  in  canals  the  same  reasons  do  not  apply. 
And  the  property  in  the  canal  itself,  and  the 
properly  in  the  business  of  working  the  canal,  are 
almost  invariably,  we  believe,  in  cufierent  hands; 
the  latter  merely  paying  a  toll  or  rent  to  the 
former.  Now,  it  is  perfectly  clear,  that  the  canal 
is  corporeal  property,  and  the  business  of  the 
canal  is  wholly  incorporeal,  and  yet  that  business 
produces  a  revenue  just  as  much  as  the  com  and 
cattle  from  land. 

122.  Now  in  the  case  of  railroads  and  canals, 
it  is  perfectly  clear,  that  it  is  the  incorporeal  pro- 
perty which  gives  value  to  the  corporeal  pro- 
perty. It  is  the  custom  of  the  public  which  givea 
the  whole  value  to  the  railroad,  or  the  canal; 
just  as  it  is  the  demand  of  the  public  for  com  and 
cattle  that  gives  value  to  the  land.  If  there  were 
no  demand  for  the  services  of  the  railway,  or 
canal,  they  would  be  worth  nothing  whatever, 
whatever  sum  they  may  have  cost.  More  than 
that,  they  would  probably  be  a  nuisance.  Or  if 
the  demand  of  the  public  for  their  services  were 
to  cease,  they  would  cease  to  be  valuable,  how- 
ever valuable  they  might  once  have  been.  There 
are  many  instances  in  England  of  canals  which 
were  once  extremely  valuable,  having  been  totally 
ruined  by  the  competition  of  railways. 

Here,  therefore,  are  manifest  instances  of  the 
second  case  we  mentioned,  where  the  source  or 
instrument  of  production  or  capital,  is  corporeal, 
and  the  product  is  incorporeal,  and  yet  the  whole 
value  of  the  corporeal  capital  depends  upon  the 
incorporeal  product. 

And  the  truth  of  the  great  fundamental  law 
we  laid  down  above  is  indisputable.  Itis  de^ 
mandy  or  consumption,  and  not  labor,  that  gtPes 
value  to  production, 

123.  In  the  cases  we  have  just  mentioned,  the 
outlay  of  capital  in  forming  the  instrament  which 
is  to  render  the  service  is  so  great,  that  the  profit 
is  often  considered  as  little  more  than  profit 
on  the  sum  spent  on  the  instrument.  And 
in  these  cases  we  may  consider  without  any  vio- 
lent metaphor  that  the  instrument  itself  produces 
the  service.  Because  though  no  doubt  there  is 
human  labor  employed  in  driving  engines,  &c^ 
and  men  and  horses  in  the  barges  and  canals,  so 
also  there  is  a  great  deal  of  human  labor  em- 
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ployed  in  growing  com,  bat  yet  we  consider  com 
as  the .  pn^nce  of  the  earth,  rather  than  of  the 
labor  of  men,  because,  after  all,  the  earth  is  the 
predominating  element  in  the  production  of  corn, 
and  the  labor  of  man  is  subservient  to  it.  So 
also  in  railroads  and  canais,  they  are  in  a  similar 
way  the  predominating  elements,  and  the  labor 
of  men  and  horses  is  subservient  to  them.  In 
each  of  these,  we  think  it  will  be  acknowledged 
that  the  corporeal  element  is  primary,  and  la^r, 
though  indispensable,  is  secondary.  But  there 
are  a  great  many  other  trading  "companies,  in 
which  the  importance  of  the  corporeal  element 
constantly  diminishes,  and  the  importance  of  the 
human  element  constantly  increases,  till  at  last 
the  corporeal  element  sinks  altogether  into  insig- 
nificance, and  is  only  Incidental,  and  is  only 
present  in  consequence  of  the  necessity  of  men  to 
have  some  place  to  rest  upon.  But  the  actual 
business  is  wholly  human. 

124.  Thus  in  great  public  trading  companies, 
like  banks,  and  insurance  companies,  the  cor- 
jKMreal  instrument  in  which  the  business  is  carried 
on,  is  altogether  subordinate  to  the  nature  of  the 
business  carried  on.  In  a  great  bank  or  insur- 
ance company,  the  value  of  the  actual  building  is 
a  mere  fraction  of  the  capital.  The  value  of  the 
shares  is  entirely  regulated  by  the  value  of  the 
business,  which  is  a  purely  incorporeal  entity. 
The  value  of  the  shares  in  the  London  and  West- 
minster Bank  does  not  in  any  way  depend  upon 
the  value  of  the  banking  house,  nor  even  upon 
the  quantity  of  money  paid  in,  or  original  capital; 
that  only  forms  a  limit  below  which  it  would  not 
sink.  But  it  depends  upon  the  gigantic  business 
created  by  the  skill  of  the  managers  of  the  com- 
pany. And  can  this  be  seen,  or  handled,  or  is  it 
a  corporeal  matter  ?  Certainly  not.  It  is  purely 
incorporeal.  But  yet  it  may  be  measured  in 
value  as  accurately  as  a  hundred  weight  of  cheese, 
and  it  may  be  transferred  in  just  the  same  way. 

125.  Now,  what  does  the  value  of  the  shares 
in  these  immense  companies  consist  inP  It  is 
the  Right  to  receive  and  participate  in  the  future 
profits  of  the  business^  An  incorporeal  right  in 
an  incorporeal  entity. 

And  here,  perhaps,  it  may  not  be  amiss  to  say  a 
few  words  as  to  the  nature  of  shares  in  commercial 
companies,  such  as  a  bank.  It  might  perhaps  seem 
to  some  persons,  that  the  stock,  or  shares,  in  a 
bank  were  identical  with,  and  represented,  or 
were  one  property  with  the  very  money  paid  in 
as  actual  capital.  Thus  if  the  money  paid  in  as 
the  capital  the  bank  were  £1,000,000,  and  an 
equal  amount  of  shares  were  created  and  given 
in  exchange  for  this  money,  it  might  perhaps 
seem  to  some  that  these  shares  were  one  property 
with  the  actual  money.  This,  however,  is  a  most 
important  error.  In  the  first  place,  it  is  clear 
that  if  the  shares  were  merely  one  property  with 
the  actual  capital,  they  never  could  exceed  it  in 
value.  For  if  a  man  has  merely  the  right  to  re- 
ceive back  the  identical  quantity  of  money  he 
has  paid  in,  why  of  course  the  share  cannot  ex- 
ceed it  in  value. 

126.  But  when  a  shareholder  pays  in  money 
to  form  the  capital  of  the  bank,  the  property  in 
it  is  entirely  gone  from  him,  in  his  individual 
capacity.  The  property  in  the  money  passes  to 
the  corporation,  which  is  a  distinct  entity  from 
its  individual  members.    When  then  the  share- 


holder transfers  the  property  in  the  money  to  the 
corporation,  he  receives  in  return  a  share. — And 
what 'is  a  share?  Is  it  an  individual  right  to 
part  of  the  original  capital?  Certainly  not. 
Except  in  the  extreme  case  of  the  dissolution  of 
the  company,  a  shareholder  has  no  right  to  de- 
mand back  any  of  the  original  capital.  What 
then  is  the  share  ? — It  is  the  Right  to  a  certain 
portion  of  the  profits  to  be  made  by  the  business 
of  the  company.  The  shareholder  gives  the  pro- 
perty in  his  money  to  the  company,  and  he 
receives  in  return  the  right  of  sharing  the  future 
profits, 

127.  Now  it  must  be  perfectly  clear  beyond 
dispute,  that  the  money  paid  in,  and  the  right  to 
receive.the  future  profits  of  trading,  are  two  sepa- 
rate and  independent  properties.  Hence  the 
capital  of  the  company,  and  the  shares  in  the 
company,  are  two  separate  and  distinct  properties. 
And  it  is  perfectly  possible  that  the  capital  of 
the  company  may  be  entirely  lost  and  dissipated, 
and  yet  the  shares  be  of  immense  value. 

In  tiie  first  place,  the  money  capital  may  have 
been  converted  into  other  things,  which  are 
wholly  useless  and  valueless  if  divided  or  broken 
up.  The  money  capital  of  a  railroad  company 
has  been  converted  into  embankments,  and  drains, 
and  tunnels,  and  bridges,  and  station  houses. 
What  is  the  value  of  these  things,  to  sell  inde- 
pendently ?  If  the  demand  for  a  railway  were 
to  cease,  the  original  capital  would  be  found  to  be 
almost  entirely  dissipated  and  sunk.  In  the 
case  of  a  Bank,  it  would  be  different,  because  there 
the  capital,  supposing  it  not  to  have  been  lost  in 
business,  remains  actually  in  the  form  of  money, 
and  that  can  be  divided  among  the  shareholders 
in  the  case  of  dissolution.  But  even  in  that  case, 
the  same  rule  applies  to  a  certain  extent.  There 
are  many  banks  whose  stock  has  risen  200  per 
cent,  above  the  value  of  the  money  originally- 
paid  in.  If  such  a  bank  were  suddenly  dissolved, 
and  the  original  capital  paid  in,  divided  among 
the  shareholders,  would  they  receive  in  money 
the  value  of  the  shares  of  the  bank  as  they  stood 
before  the  dissolution  ?    Certainly  not. 

And  this  very  clearly  shews  that  the  shares  in 
a  Bank  may  be  of  great  value,  and  yet  the  actual 
capital  gone.  The  value  of  the  sluires  depends, 
as  we  have  said,  on  the  profits  of  the  business 
established  by  the  Bank.  Now  in  establishing 
such  a  business  the  Bank  may  lose  money,  and 
yet  after  having  lost  money  it  may  establish  a 
sound  and  flourishing  business  and  that  gives  a 
real  value  to  the  shares,  wholly  independent  of 
the  money  orignally  paid  in. 

Let  us  take  a  very  simple  case.  The  sum 
actually  paid  on  the  shares  of  the  London  and 
Westminster  Bank  at  the  present  time  is  £20, 
and  the  toul  paid  up  is  £1,000,000.  But  the 
actual  market  price  of  the  shares  is  £50,  hence 
the  total  value  of  the  shares  is  £2,500,000.  That 
is,  the  property^of  the  Shareholders  is  £2,500,000. 
But  suppose  the  Bank  were  dissolved  to-morrow, 
and  the  capital  divided  among  the  Shareholders,  do 
they  believe  that  they  would  actually  receive 
£2,500,000  in  money  ?  They  do  not  suppose  any 
such  thing.  They  know  perfectly  well  that  there  is 
an  actual  deficiency  of  £1,500,000,  to  make  the 
.  capital  equal  in  value  to  the  shares.  And  yet  the 
shares  have  a  real  value,  though  there  is  no  money 
to  represent  them.    It  is  perfectly  dear  that  that 
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Bank  is  just  in  the  same  portion  as  regards  tbe 
shares,  as  if  it  had  originally  £2,500,000  of  money 
paid  in,  and  had  lost  £1,500,000  in  establishing 
its  present  business. 

Thns  the  money  paid  in  as  capital  is  analogous 
to  the  land,  or  to  the  railway,  or  the  canal ;  the 
stock  represents  the  value  of  the  business  generat- 
ed by  the  skill  of  the  traders, — ^two  distinct  things. 

The  shares  bear  to  the  capital  paid  in  the  same 
relation  that  the  value  of  land  does  to  the  land 
itself.  The  one  is  the  source  or  instrument  of 
the  annuity,  the  other  is  the  annuity  itself. 

It  is  the  same  relation  as  a  ship  bears  to  the 
profits  to  be  made  by  trading  with  it,  which  are 
manifestly  distinct. 

Now  the  cases  of  a  Bank,  or  Insurance  Com- 
pany, to  which  the  same  arguments  obviously 
apply,  and  a  ship,  afford  us  some  considerations 
woith  notice. 

When  we  say  that  the  Capital,  or  Source  of  in- 
come, is  a  distinct  and  separate  property  from  the 
income  itself,  many  persons,  looking  to  the  cases 
of  a  railway  or  land,  might  say,  that  it  is  the 
value  of  the  produce  which  gives  the  value  to  the 
railway,  and  to  the  land,  and  if  the  Income  were 
to  cease,  the  capital  would  be  worth  nothing,  and 
that  therefore  they  are  but  one  property.  This 
argument  has  some  degree  of  plausibility,  because 
it  does  apply  in  appearance  to  those  particular 
cases,  and  yet  it  is  not  true  generally.  In  the 
case  of  the  railway,  the  original  monev  capital 
has  been  converted  into  something  which  has  no 
general  exchangeable  value.  A  railroad  has  no 
value  except  as  a  railroad.  Should  the  railroad 
not  pay  in  one  place,  it  is  not  possible  to  convert 
it  into  some  other  property,  or  to  transport  it  to 
another  place  where  it  would  pay  bettor.  The 
railroad  therefore  has  value  in  that  particular 
place  only,  or  it  has  none  at  all.  But  the  case 
where  the  original  capital  remains  in  the  form  of 
money  which  is  universally  exchangeable,  or  is 
converted  into  something  which  is  again  ex- 
changeable, or  convertible,  is  different.  Thus  the 
Capital  of  a  Bank,  or  Insurance  Company,  re- 
mains actually  in  the  form  of  money,  supposing 
no  losses  in  business  to  occur,  or  it  is  exchanged 
for  something,  which  can  be  reconverted  into 
money,  as  bUls  of  exchange,  the  funds,  &c.  If 
the  business  of  the  bank,  or  insurance  company, 
should  not  succeed,  and  therefore  the  profits  be 
worth  nothing,  the  capital  may  still  be  invested 
in  something  else,  and  remains  intact.  Here  it  is 
quito  evident  that  the  original  money  paid  in  as 
capital,  and  the  pmfits  arising  from  trading,  are 
two  distinct  properties. 

So  in  a  Shipping  Company.  The  original  ca- 
pital in  money  is  converted  into  ships.  If  the 
company  should  not  succeed  and  make  no  profits, 
still  the  actual  ships  have  value  and  may  be  sold, 
and  succeed  in  another  trade.  And  here  it  is 
quito  cleai'  that  the  ships  ai'e  separate  and  inde- 
pendent property,  distinct  from  the  profits. 

Hence  we  obtain  this  general  law, — 

That  the  Capital,  or  instrument,  or  source  of 
profit,  is  a  distinct  and  scparato  property,  from 
the  profits  made  by  it. 

In  some  cases  the  value  of  the  capital  ma^  re- 
main, and  the  value  of  the  profits  may  remain. 

In  other  cases  the  value  of  the  profits  may  re- 
main, while  the  value  of  the  capital  vanishes. 


In  other  cases  the  value  of  the  capital  may  re-* 
main,  while  the  value  of  the  profits  vanishes. 

In  other  cases  the  value  of  the  profits  and  the 
value  of  the  capital  may  vanish  together. 

No  one  accustomed  to  mathematical  reasoning 
will  have  the  slightest  difficulty  in  comprehend- 
ing this. 

128.  Now,  the  point  we  have  been  aiming  at 
all  this  time,  and  we  think  it  is  satisfactorily 
shewn,  Is  this,  that  shares  in  public  companies 
are  separato  and  independent  property.  And 
they  are  purely  of  an  incorporeal  nature.  For 
we  need  hardly  say  that  the  actual  piece  of  paper 
on  which  the  writing  or  certificate  is,  is  merely 
the  evidence  of  the  right,  which  might  exist  with- 
out any  material  evidence  at  all. 

Here  then  is  incorporeal  property,  which  is  not 
embodied  in  any  matter,  which  may  be  transferred 
from  person  to  person  just  as  much  as  material 
property,  and  it  is  really  existing  property  as 
much  as  gold  or  silver,  and  is  a  portion  of  public 
wealth. 

1 29.  But  not  only  has  a  public  company  shares 
which  are  saleable,  and  valuable  property,  of  an 
incorporeal  nature,  but  every  successful  trader 
and  merchant  has  attached  to  his  business,  pro- 
perty of  a  like  incorporeal  nature,  which  he  may 
sell  and  transfer,  just  as  much  as,  and  separately 
from,  all  the  stock  in  his  place  of  business,  and 
the  premises  themselves  in  which  the  business  is 
can'ied  on,  and  this  is  called  the  Goodwill  of  the 
business.  It  is  the  right  to  receive  the  future 
profits  of  the  business.  When*  a  man  has  estab- 
lished a  business  in  any  place,  and  by  his  reputa- 
tion created  a  demand  for  his  products,  or  services, 
the  expectation  of  the  continuance  of  that  demand, 
and  the  Right  to  receive  the  profits  to  be  made 
from  it,  is  independent  and  separate  property, 
and  capable  of  transfer  and  sale.  And  is  fully 
recognized  by  Courts  of  Law  as  part  of  the  fruits 
of  accumulated  industry,  just  as  much  as  any 
material  product. 

J.  B.  Say,  we  believe,  was  the  first  to  notice  this 
species  of  property.  Cows  diconomie  politique^ 
Vol.  I.  p.  532,  and  he  gives  a  curious  instance. 
^^11  y  a  dans  Paris  plusieurs  magasins  qui  par  cette 
portion  de  leurs  fonds,  ont  successivement  enrich i 
depuis  plus  de  deux  cents  ans,  les  families  entre 
les  mains  de  qui  ils  sont  tomb^s.  Les  nns  ont 
passes  des  p^res  aux  en  tans,  comme  le  magasln 
portant  Tenseigne  de  TY,  rue  de  la  Huchette,  qui 
date  du  commencement  du  dix-septieme  si^Ie, 
d'autres  ont  6te  acquis  k  titre  onereux  par  diff4- 
reus  propri^taires.  Ces  reputations  durent  aussi 
long  temps  que  les  popri^taires  se  condnisent 
d*apr^s  les  mime  principes,  et  mSme  un  pen  par 
delk.  Lorsqu*  ils  en  changent,  la  reputation  se 
perd  graduellement,  comme  un  capital  que  Ton 
dissipe ;  et  alors  la  chalandise  ne  vaut  pi  as  que 
ce  que  valent  les  autres,  et  quelquefois  moins. 

'*  Dans  les  villes  populeuses  et  considerables, 
oii  toute  esp^ce  de  vogue  ^quivaut  k  uue  fortune, 
c*est  un  bon  calcul  que  d'acquerir  une  chalandise 
par  des  soins  assidus ;  parce  qu*alors  elle  re- 
paie  avec  usure  ce  qu^elle  a  coiite.  H  n*y  a  per- 
Sonne  qui  ne  puisse  en  citer  plusieurs  examples.** 

Now  the  value  of  the  goodwill  of  a  business  of 
a  private  shop,  which  manifestly  depends  so  much 
upon  the  personal  qualities  of  the  tradesman,  is 
far  more  precarious  than  the  expectation  of  the 
profits  to  be  made  by  a  great  and  permanent  pub* 
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lie  company.  And,  tberefore,  it  sells  for  much 
less.  But  yet  it  is  a  value,  and  a  very  important 
one,  and  is  absolute  property,  of  the  same  nature 
as  the  share  in  a  public  company. 

130.  The  same  considerations  apply  to  a  lite- 
rary work,  which  has  established  a  reputation. 
When  a  demand  for  a  work  has  been  created, 
there  is  an  expectation  that  it  will  continue,  and 
that  future  profits  will  accrue  from  its  publication 
and  sale.  And  the  Right  to  publish  and  sell  the 
work,  and  receive  its  future  profits,  is  a  distinct 
and  separate  property  from  the  actually  existing 
printed  copies  of  the  work,  and  may  be  sold 
separately.  It  is  purely  incorporeal,  and  yet  it 
is  recognised  as  actually  existing  property.  It  is 
called  CopTRiGHT. 

131.  And  this  copyright,  or  right  of  receiv- 
ing future  profits,  may  be  of  immense  value, 
even  although  the  actually  printed  copies  should 
very  soon  lose  the  greater  part  of  their  va- 
lue. Thus  a  well  established  newspaper  is  an 
extremely  valuable  property,  even  though  the 
value  of  any  particular  copy  diminishes  ex- 
tremely rapidly,  and  sinks  almost  to  nothing  very 
soon  after  it  is  published.  The  value  of  the 
Times  newspaper  ia  enormous,  even  though  the 
back  numbers  would  sell  for  very  little.  And 
this  value  of  course  springs  exactly  from  the 
same  source  as  the  value  of  the  land,  or  a  railway 
— I^e  demand  of  the  public.  An^  this  news- 
paper property  is  manifestly  incorporeal,  and  is 
just  as  real  a  source  of  revenue,  and  wealth,  as 
any  material  capital  whatever. 

132.  But  not  only  may  a  dealer  in  material 
products,  create  a  business  by  his  industry  and 
labor,  which  may  be  sold,  but  dealers  in  im- 
material products,  such  as  medical  men,  solicitors, 
&c.,  may  do  the  same,  and  it  is  capable  of  being 
sold,  and  is  of  a  purely  incorporeal  nature.  And 
this  is  usually  caUed  the  Practice,  in  French 
eUenieUe.  much  is  the  Right  of  receiving  the 
future  profits  to  be  made  by  it.  And  this  is 
evidently  of  the  same  nature  as  the  other  species 
of  property  we  have  just  been  describing. 

These  seem  to  us  to  be  a  pretty  full  enumera- 
tion of  the  different  species  of  business.  But  in 
order  to  cover  and  provide  for  all  omissions,  we 
state  this  general  proposition.  That  the  Right 
io  receive  the  future  prqfite  of  any  business  what- 
ever  J  though  called  by  a  variety  of  different  lutmes, 
is  an  incorporeal  Economic  Entity ^  or  Economic 
Element^  which  has  as  real  an  existence  as  any 
material  product. 

133.  Now,  before  we  enter  into  more  dis- 

gated  territory,  let  us  make  a  few  remarks.  We 
ave,  we  hope,  satisfactorily  shewn  that  shares 
in  commercial  enterprises  of  all  sorts,  copyrights, 
the  ''goodwills"  of  businesses,  the  "practices** 
of  professional  men,  are  substantive  Economic 
Elements.  And  they  are  all  of  a  purely  incor- 
poreal nature.  What  the  value  of  fdl  the  shares 
in  commercial  enterprises  may  be,  including 
Railways,  Canals,  Banks,  Insurance  Companies, 
&c^  &c. ;  what  the  value  of  the  goodwill  of  each 

glace  of  business  may  be,  what  the  value  of  all 
terary  property,  what  the  value  of  all  profes- 
sional incomes  may  be,  is  not  easy  to  estimate. 
But  it  is  quite  cleai*  that  it  is  to  be  reckoned  not 
only  by  hundreds,  but  by  thousands  of  millions, 
in  this  country.  And  it  has  as  real  an  existence, 
it  is  as  true  a  source  of  revenue,  it  is  taxable 


property,  in  all  respects  as  much  as  material 
property,  and  yet  it  is  wholly  neglected  by  Eco- 
nomists in  framing  a  definition  of  Wealth  ! 

134.  Even  those  Economists,  who  have  ad- 
mitted the  existence  of  Incorporeal  elements  in 
Political  Economy,  have,  with  few  exceptions, 
confined  their  remarks  to  qualities  of  the  person, 
or  mind,  which  produce  a  revenue,  but  which  are 
fixed  and  inherent  in  the  person,  and  of  which 
he  cannot  divest  himself.  These  we  have  seen 
above  (sec.  52,)  are  the  only  immaterial  products 
which  M.  Baudrillart  contemplates,  when  he 
denies  the  admission  of  immaterial  products  into 
Political  Economy,  and  remarks  as  one  reason  for 
doing  so  that  they  cannot  be  exchanged,  '*Les 
produits,  qu*on  appelle  immat^riels,  soient  en 
eux-m^es  pourvus  de  la  faculty  d*dtre  6chang6s. 

*  *  £n  elles  m^mes,  dies  sent  invend- 
ables,  inalienables,  intransmissibles."  More- 
over, it  is  commonly  said,  that  these  incorporeal 
elements  x>erish  in  the  using.  But  here  we  have 
shown  the  existence  of  a  stupendous  mass  of  iuf 
corporeal  property  of  a  wholly  different  nature 
from  that  contemplated  by  Malthus,  or  M.  Bau- 
drillart. The  incorporeal  property  we  have  been 
considering,  is  as  permanent,  and  enduring,  as 
capable  of  perpetual  existence  as  the  land  itself, 
or  any  material  product.  What  is  there  to  pre- 
vent the  Bank  of  England,  or  the  London  and 
Westminster  Bank,  enduring  as  long  as  the  land 
of  England  itself?  Why  should  not  shares  in 
them,  a  purely  incorporeal  property,  exist  as  well 
1,000  years  hence,  as  well  as  to-day?  There 
is  no  principle  of  decay  in  them.  Still  more,  is 
there  not  &<rtTj  probability  of  the  shares  in  the 
London  and  North  Western  Railway  enduring  as 
long  as  this  country  itself  ?  No  doubt  there  is  the 
contingency  even  of  the  Bank  of  England  failing, 
or  being  destroyed,  but  that  is  only  an  accident, 
and  not  necessary.  Moreover,  this  incorporeal 
property  is  capable  of  being  transferred  from 
hand  to  hand,  or  from  person  to  person,  just  as 
easily  as  any  material  product.  A  man  can  de- 
nude himself  of  the  property  in  these  shares,  or 
in  a  copyright,  just  as  easily  as  of  the  property 
in  a  watch.  Aiid  Economists  in  treating  of  pro- 
perty, and  in  framing  a  definition  of  wealth, 
have  wholly  omitted  all  notice  of  this  enormous 
mass  of  property.  One  of  the  objections  against 
admitting  incorporeal  elements  into  Political  Eco- 
nomy is  that  they  cannot  be  valued.  We  reply 
that  they  not  only  can,  but  are,  valued  with  as 
great  a  precision  as  material  products. 

135.  These  considerations  also  confirm  the 
necessity  of  expelling  the  limitation  of  **the  result 
of  past  human  labor  **  from  the  definition  of  capi- 
tal, as  we  have  already  shewn.  When  a  man 
invests  money  in  the  shares  of  the  Bank  of  Eng- 
land, those  shares  become  his  capital.  The 
money  he  bought  them  with  may  have  been  the 
result  of  past  labor,  but  are  the  shares  he  pur- 
chases, the  result  of  past  labor  ?  Certainly  not, 
they  are  the  expectation  of  profits  to  be  derived 
from  future  labor,  or  industry.  Yet  as  anything 
which  produces  a  revenue  is  capital,  they  become 
capital  to  him. 

136.  We  now  come  to  the  third  division  of 
the  subject,  in  which  the  capital,  or  source,  or 
instrument  of  production  is  immaterial,  or  intel- 
lectual, but  the  product  is  embodied  in  some 
matter  in  which  the  ideas  are  the  predominating 
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element,  and  the  materials  in  whicli  thej  are 
embodied,  subordinate  or  insignificant.  In  which, 
in  fact,  the  canse  of  yalne  is  the  ideas  represented 
in  the  matter. 

These  comprehend  the  cases  of  great  painters, 
scnlptors,  and  authors. 

It  is  evident  that  the  source  of  production,  or 
capital,  is  in  their  minds.  But  they  have  no 
means  of  communicating  their  ideas  to  the  world 
at  large,  except  through  the  medium  of  paintings, 
sculpture,  and  books. 

In  books,  which  can  be  multiplied  ad  libitum^ 
the  value  of  the  product  is  reduced,  and  profits 
are  made  by  extracting  a  small  one  on  the  sale  of 
each  copy  of  the  work.  In  sculpture,  the  mate- 
rial is  itself  expensive,  but  it  bears  a  very  small 
proportion  to  the  value  of  the  finished  work  of  a 
great  sculptor.  In  paintings,  the  value  of  the  ac- 
tual materials  is  infinitesimal.  A  great  artist 
may  produce  a  picture  worth  £1,000,  out  of  mate- 
riids  whose  value  is  not  above  a  few  shUlings. 
Tet  it  is  indispensable  to  all  these,  that  the  crea- 
tions of  their  mind  should  be  embodied  in  some 
matter,  in  order  to  make  them  appreciable  to  the 
world  at  large.  Hence  we  think  their  produc- 
tions may  justly  be  styled  material.  Now  it  is 
exactly  the  same  cause  that  gives  value  to  their 
minds  as  gives  value  to  the  land,  namely,  the  de- 
mand of  the  public  for  their  products.  And  the 
minds  of  these  artists  produce  the  same  revenue 
to  them  as  if  they  had  so  much  land.  How  then 
is  it  possible  to  say  that  the  value  of  their  abili- 
ties cannot  be  mbasuesd  ?  If  an  artist,  or  an 
author,  can  make  £1,000  a-year,  the  value  of  his 
capital,  his  mind,  is  to  him  just  the  same  as  the 
value  of  any  other  source  of  revenue.  The  only 
thing  is,  that  it  is  more  precarious.  It  is  liable 
to  ftul.  But  that  does  not  affect  the  question  so 
long  as  it  exists.  It  is  clear  also,  that  it  is  equally 
national  capital,  with  any  other  capital,  or  source 
of  revenue,  because  it  produces  something  which 
people  wiU  pav  for.  And  the  products  of  this 
immaterial  capital  can  be  accumulated,  and  pre- 
served, and  transferred;  nay,  they  usually  in- 
crease enormously  in  value  by  time.  The  value 
of  pictm'es  by  the  old  masters  has  been  constantly 
rising.  And  the  very  same  thing  is  true  of  most 
of  the  works  of  the  deceased  English  masters. 
Pictures  which  they  pasted  with  for  mere  trifles, 
comparatively  speaking,  now  fetch  immense 
prices.  It  is  well  understood  now  that  a  well- 
selected  gallery  of  pictures  is  an  excellent  in- 
vestment for  money.  And  this  arises  from  the 
constantly  increasing  taste  of  the  English  people 
for  works  of  Art  We  see,  therefore,  that  Malthus 
was  in  error  when  he  said  that  mental  capital 
could  not  be  valued.  We  have  only  to  take  the 
incomes  of  all  the  artists,  sculptors,  authors,  &C., 
to  discover  the  value  of  such  capital. 

138.  We  now  come  to  the  fourth  class,  in 
which  the  capital,  or  source,  of  the  revenue  is 
immaterial,  or  intellectual,  and  the  product  is  also 
immaterial. 

This  comprehends  the  professions  of  the  law, 
and  medicine,  and  the  Church,  composers,  actors, 
and  performers  of  all  sorts,  and  education. 

A  lawyer,  or  a  doctor,  may  write  his  opinions, 
or  prescriptions,  but  it  is  clear  that  their  pro- 
ducts are  essentially  immaterial.  All  of  these 
persons  undergo  a  long  course  of  education,  in 
many  cases  very  expensive.    All  bestow  an  im- 


mense deal  of  labor  in  perfecting  themselves  for 
their  various  duties.  And  tiiat  labor  and  expense 
produce  them  a  revenue,  just  as  much  as  any 
material  source.  It  is,  therefore,  capital.  And 
it  can  quite  easily  be  valued,  just  like  any  other 
species  of  capital,  namely,  by  the  income  it  ]^o- 
duces.  The  mind  of  a  great  lawyer  produces 
him  a  revenue  of  £10,000  a  year,  it  is  manifestly 
capital  to  him.  It  is  manifestly,  also,  capital  to 
the  nation,  because  they  require  and  pay  for  such 
products.  Enumerate  the  incomes  of  all  the  law- 
yers, all  the  doctors,  all  the  clergy,  all  the  com- 
posers, all  the  performers  of  all  sorts,  and  there  is 
the  value  of  idl  these  incorporeal  estates,  as  easily 
ascertained  as  the  value  of  all  the  land.  Not 
only  can  the  value  of  this  capital  be  ascertained, 
but  it  is  taxed  just  the  same  as  any  other  capital. 

139.  But  we  have  a  further  objection  to  the 
criterion  proposed  by  Malthus  and  M.Baudrillart. 
We  have,  we  think,  shewn  that  they  are  mistaken 
when  they  say  ^t  immaterial  capital  cannot  be 
valued  in  a  catalogue,  or  inventory,  of  the  pro- 
perty of  the  nation.  Now,  we  object  to  thia 
mode  of  valuing  the  wealth  of  the  nation.  The 
mode  of  estimating  the  wealth  of  a  country  by 
the  amount  of  commodities  existing  in  it  at  any 
particular  time  would  leAd  to  very  erroneous 
conclusions.  A  country  may  in  reality  be  a  great 
deal  richer  when  there  are  much  less  of  actually 
existing  commodities  in  it,  than  when  there  are 
more.  The  explanation  of  this  apparent  para- 
dox is  extremely  simple.  In  former  times  it  took 
fifteen  days  to  convey  goods  from  Manchester  to 
London.  Consequently  it  was  absolutely  neces- 
sary to  have  fifteen  days*  supply  of  any  giyen 
demand  constantly  in  existence,  and  on  the  way. 
Canals  were  then  introduced,  which  reduced  the 
time  of  transport  to  five  days.  It  became  then 
manifestly  necessary  to  have  only  five  days*  con- 
sumption in  existence,  and  on  the  road.  The 
railroad  reduced  the  time  to  one  day.  Conse- 
quently it  is  only  necessary  to  have  one  day's 
consumption  on  the  road.  Now,  it  would  be  a 
very  grievous  error  to  suppose  that  the  nation  is 
less  wealthy  because  there  is  a  less  amount  of 
commodities  in  actual  existence,  at  any  given 
time,  than  formerly.  On  the  contrary,  the  nation 
increases  faster  in  wealtii  on  that  very  account. 
Because  it  is  a  great  waste  of  capital  to  call  so 
much  into  existence,  and  to  wait  so  long  before 
the  returns  come  in.  Now,  although  there  need 
not  be  so  many  commodities  actually  in  exist- 
ence, they  can  be  called  into  existence  in  a  much 
shorter  space  of  time  than  formerly.  Any  given 
demand  can  be  supplied  much  quicker  than  for- 
merly. And  that  is  the  true  test  of  the  wealth  of 
a  country.  It  is  to  be  judged  of,  not  by  the 
quantity  of  goods  it  may  have  in  stock  at  any 
given  instant,  but  by  the  speed  with  which  it  can 
supply  any  given  demand.  (Cobcmunication  ; 
Production.^ 

140.  In  tne  preceding  paragraphs  we  have 
endeavoured  to  establish  a  fact  that  has  escaped 
the  notice  of  almost  all  Economists,  viz.,  that  a 
Right  is  an  Economic  Element.  J.  B.  Say  was, 
we  believe,  the  first  to  recognize  the  existence  of 
Rights,  as  Economic  Elements.  He  was  the  first 
to  acknowledge  that  the  ^* custom**  or  ** good- 
will **  of  a  shop  is  capital.  But  he  has  not  deve- 
loped the  subject  at  sufficient  length,  or  ade- 
quately seeii  its  importance,  nor  the  enormous 
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mass  of  property  which  falls  under  that  principle. 
Lawyers  luive  been  immensely  in  advance  of 
Economists  on  this  point.  Dr.  Whately  is,  we 
believe,  the  first  Economist  who  has  seen  the 
matter  in  its  true  light.  He  says,  Lectures  on 
Political  Economy^  p.  6,  ^^  I  think  it  more  con- 
venient, on  the  whole,  to  describe  Political  Eco- 
nomy as  concerned,  universally  and  conclusively, 
about  exchangee, 

**It  was  once  proposed,  indeed,  to  designate  it 
the  ^Philosophy  of  Commerce;*  but  this,  though 
etymologically  quite  unexceptionable,  being  in- 
deed coincident  with  the  description  just  given, 
is  open  to  the  objection,  that  the  word  Commerce 
haa  been  in  popular  use  arbitrarily  limited  to  one 
class  of  exchanges. 

^  The  only  difficulty  I  can  foresee,  as  attendant 
on  the  language  I  have  now  been  using,  is  one 
which  vanishes  so  readily  on  a  moment's  reflec- 
tion, as  to  be  hardly  worth  mentioning.  Li  many 
cases,  where  an  exchange  really  takes  place,  the 
fact  is  liable  (till  the  attention  is  called  to  it)  to 
be  overlooked,  in  consequence  of  our  not  seeing 
any  actual  transfer  from  hand  to  hand  of  a  mate- 
riid  object.  For  instance,  when  the  copyright  of 
a  book  is  sold  to  a  bookseller,  the  article  trans- 
ferred is  not  the  mere  paper  covered  with  writing, 
but  the  exclusive  Pbiviuegb  of  printing  and 
publishing.  It  is  plain,  however,  on  a  moment's 
thought,  that  the  transaction  is  as  real  an  ex- 
change, as  that  which  takes  place  between  the 
bookseller  and  his  customers,  who  buy  copies  of 
the  work.  The  payment  of  rent  for  land  is  a 
transaction  of  a  similar  kind;  for  though  the  land 
itself  is  a  material  object,  it  is  not  this  that  is 
parted  with  to  the  tenant,  but  the  Right  to  till 
it,  or  to  make  use  of  it  in  some  other  specified 
manner.  Sometimes,  for  instance,  rent  is  paid 
for  a  right  of  way  through  another's  field ;  or  for 
liberty  to  erect  a  booth  during  a  fair ;  or  to  race 
or  exercise  horses,**  &c.  And  in  a  note  to  the 
part  of  this  passage  relating  to  the  sale  of  a  copy- 
right, Dr.  Whately  says, — "  This  instance,  by  the 
way,  evinces  the  impropriety  of  limiting  the  term 
Wealth  to  material  objects.**  In  this  passage  Dr. 
Whately  fhUy  acknowledges  the  principle  we 
have  been  endeavouring  to  enforce  in  the  preced- 
ing paragraphs.  Now  the  fact  is,  not  only  are  we 
to  acknowledge  the  existence  of  Rights  as  Eco- 
nomical elements,  but  it  is  the  fundamental  con- 
ception of  the  whole  subject,  that — 

PROPERTY  IS  NOT  A  THING  but  a 

RIGHT. 

Wherever  a  new  exchangeable  Right  is  created, 
there  is  a  new  Property.  Where  no  Right  is 
created,  there  is  no  Property.  Groods  may  pass 
into  the  possession  of  a  man,  and  yet  no  right  to 
them,  or  Property  in  them,  pass  with  them.  The 
property  may  remain  with  some  one  else. 

And  this  distinction  between  the  transfer  of 
the  possession  of  a  thing,  and  the  transfer  of  the 
property  in  it,  has  never  received  sufficient  atten- 
tion from  Economists.  And  yet  it  is  one  of  the 
most  important  points  in  the  whole  subject,  and 
is  the  basis  of  the  Theory  of  Credit. 

Thus  for  instance,  I  may  put  my  watch  into  my 
Mend*s  hand,  and  he  may  put  thirty  guineas  into 
mine.  That  operation  may  transfer  the  possession 
of  these  things,  but  it  does  not  transfer  the  pro- 
perty.    There  is  no  transfer  of  the  property  until 


there  is  an  agreement,  a  consent  of  our  twomtiuif, 
that  the  property  in  each  article  shall  pass  to  the 
other.  Thus  in  all  cases,  transfer  of  the  possession 
is  an  operation  of  the  body,  but  a  transfer  of  the 
property  is  purely  an  opbbation  or  thb  mind. 

When  I  deposit  my  furniture  &c.  in  a  ware- 
house and  receive  a  ticket,  or  warrant,  to  certify 
my  right  to  it,  and  entitle  me  to  get  it  back,  there 
is  a  transfer  of  possession^  but  no  transfer  of />ro- 
ferty.  The  property  in  the  goods  still  remains 
m  me,  and  the  ticket  and  the  goods  are  Onb 
property,  or  right.   There  is  no  new  right  created. 

But  if  I  deposit  my  money  in  a  bank  and  re- 
ceive an  instrument  of  credit,  entitling  me  to 
demand  an  equal  sum  back  at  will,  there  is  a 
transfer  of  possession  and  of  property  to  the 
banker,  and  the  instrument  of  credit  and  the 
money  are  totally  separated,  and  form  TWO  pro- 
perties.   There  is  a  new  right  created. 

This  is  the  basis  of  the  Theory  of  Credit 

141.  We  shall  find  that  this  great  conception 
wUl  throw  a  blaze  of  light  over  the  obscurest  and 
most  controverted  i)oints  in  Political  Economy. 
It  has  been  a  great  stumbling-block  to  many  per- 
sons to  understand  how  a  thing  which  does  not 
yet  exist  can  be  an  Economical  Element,  or 
Wealth,  which  must  be  something  pbbsent.  The 
true  interpretation  of  the  word  Property  clears 
up  the  difficulty.  The  property  is  not  die  thing 
itself  but  the  right  to  it.  And  although  the  thing 
itself  may  not  exist,  the  Right  to  possess  it,  when 
it  does  come  into  existence  is  Pbbsbnt,  and  is  an 
Economical  Element,  or  Wealth.  We  have  already 
seen  what  liffht  this  throws  on  the  theory  of  the 
value  of  land,  commercial  shares,  copyrights,  &c. 
We  shall  now  see  what  a  flood  of  light  it  will 
throw  upon  two  of  the  most  controverted  and 
least  unaerstood  portions  of  Political  Economy — 
Cbbbit,  and  the  f^7NDS.  We  shall  find  that  this 
conception  will  unravel  some  of  the  most  subtle 
perplexities,  and  i)oint  out  the  error  in  some  of 
the  most  widespread  and  dangerous  fallacies  in 
Political  Economy. 

142.  And  now  that  we  are  come  to  the  great 
subject  of  Cbbdit,  we  need  hardly  remind  our 
readers,  that  it  is  one  of  the  most  controverted  in 
Political  Economy.  In  this  place,  however,  we 
shall  abstain  from  all  controversy.  We  shall  not 
even  describe  aU  the  effects  of  credit.  That  is 
fully  done  under  Cbbdit,  where  we  have  col- 
lected and  examined  the  opinions  of  Economists 
on  the  subject,  and  shewn  their  astonishing  self- 
contradictions.  In  this  place  we  shall  merely 
examine  shortly  into  the  nature  of  Credit,  and 
determine  how  it  is  to  be  classed. 

143.  We  have  seen  above,  that  Adam  Smith, 
J.  B.  Say,  Mr.  Senior,  and  Mr.  J.  S.  Mill  have 
all  admitted  that  the  natural  and  acquired  abili- 
ties and  education  of  men  are  to  be  reckoned  as 
part  of  the  fixed  capital  of  the  nation.  Aristotle 
calls  men  living  instruments,  and  J.  B.  Say, 
allows  them  to  1:^  accumulated  capital.  And  we 
have,  we  think,  shewn  that  this  is  not  a  meta- 
phorical, but  a  literal  truth.  The  industry, 
therefore,  and  expense  that  a  man  bestows  upon 
acquiring  a  profession,  or  a  knowledge  of  trade, 
is  as  bond  fide  Capital,  as  the  industry  and 
expense  he  bestows  upon  improving  and  culti- 
vating the  soO. 

Ever^r  man  engaged  in  business  may  therefore 
be  considered  as  an  instrument,  or  source  pro- 
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dacing  profit.  And  not  only  has  produced  profits, 
but  is  coNTiNUAxxT  producIng  them,  like  any 
other  similar  capital.  His  future  productivity, 
therefore,  is  an  Economical  Element,  which  may 
be  dealt  with  in  precisely  the  same  manner  as 
the  future  productivity  of  the  land,  or  a  com- 
mercial company.  And  the  right  to  its  future 
produce  may  be  sold  just  as  much  as  the  right  to 
the  future  produce  of  land. 

But  though  a  man*3  future  productivity  maybe 
profitable  to  himself,  in  order  to  make  it  mar- 
ketable, or  saleable,  it  is  absolutely  necessary 
that  it  should  be  believed  in  by  others. — It  is 
therefore  called  his  CREDIT. 

144.  The  money  that  a  man  possesses  is  the 
fruits  of  his  past  industry,  just  as  the  actually 
existing  products  of  the  huid  are  the  accumula- 
tion of  its  past  powers  of  productiveness.  Now, 
not  only  may  the  property,  or  right,  to  these  be 
sold  and  exchanged,  as  we  have  seen,  but  the 
INVEB8E  operation  may  be  performed,  and  the 
Pbopebty,  or  Right,  to  the  future  products  may 
be  sold.  So  a  man  may  not  only  sell  the  pro- 
perty, or  right,  to  his  actual  money,  but  he  may 
perform  the  in  vebse  operation,  and  sell  the  Pbo- 
PEBTT,  or  Right,  to  the  future  products  of  his 
industry. 

Thus  a  trader  expects  that  there  will  be  a  cer- 
taLu  demand  for  the  produce  he  deals  in  by  which 
he  will  make  profits.  Not  having  the  ready 
money  to  pay  for  the  produce  to  the  merchant, 
he  ofiers  him  the  Right  to  receive  payment  at  a 
fhtnre  time.  The  time  is  calculated  on  the  ex- 
pectation that  he  will  have  sold  the  produce,  and 
reaped  the  profit.  The  merchant  believing  in  his 
character  and  capacity  to  pay,  or  fulfil  his 
engagement,  sells  him  the  actual  produce,  in  ex- 
change for*  the  Right  to  receive  payment  at 
a  future  time.  And  this  operation  is  called 
CREDIT. 

145.  And  now,  we  must  particularly  observe 
this,  that  this  transaction  is  not  a  loan  but  a  per- 
fect and  complete  Sale,  just  as  much  as  if  the 
exchange  had  been  for  money  itself.  The  entire 
property  in  the  goods  passes  from  the  merchant  to 
the  trader,  in  as  complete  a  manner  as  if  he  had 
received  money  for  them,  and  the  Right  to  de- 
mand future  payment  is  itself  an  independent 
Economic  Entity,  which  is  considered  as  the  equi- 
valent of  the  goods,  at  the  time  thev  are  sold. 
Now,  though  the  Right  to  demand  future  pay- 
ment is  itsSf  an  incorporeal  entity,  it  is  so  likely 
to  be  disputed,  or  lost,  that  it  is  usual  to  embody 
the  evidence  of  it  on  paper.  And  that  paper  is 
called  an  instrument  of  credit.  These  instru- 
ments are  of  two  different  forms,  orders  to  pay, 
called  Bills  of  Exchange,  and  promises  to  pay, 
called  Fbohisbobt  Notes.  But  as  these  differ- 
ences of  form  are  of  no  consequence  whatever  in 
considering  the  general  nature  of  the  subject, 
we  may  call  them  engagements  to  pay,  or  instru- 
ments of  credit. 

146.  We  must  also  observe  that  the  paper 
instrument  is  only  evidence  of  the  right,  and  not 
the  right  itself.  The  right  itself  would  be  equally 
valid,  and  equally  real,  if  it  existed  in  the  purely 
incorporeal  form  of  a  mere  debt.  If  a  man  owes 
me  money,  my  right  is  just  the  same,  whether 
that  right  is  recorded  on  paper  or  not.  A  man 
is  equally  the  shareholder  in  a  public  company 
whetiier  he  has  lost  the  certificate  of  his  share  or 


not.  In  all  cases  the  Psofebtt  resides  in  the 
persotij  and  is  transferred  by  the  will,  or  mutual 
consent,  of  the  parties. 

147.  Now,  though  we  shall  abstain  from  all 
controvensy  here,  we  think  it  especially  necessary 
to  call  the  reader's  attention  to  this,  because  it 
has  been  the  real  source  of  all  the  confusion  on 
the  subject.  As  soon  as  the  trader  has  parted 
with  the  Right  to  demand  a  future  p^ment  to 
another  person,  that  Right  itself  is  an  Economic 
Element,  and  is  what  is  called  Cbedit.  It  is  not 
the  transfer  of  the  goods  which  is  credit,  but  the 
disposal  of  the  right  to  demand  a  future  payment. 

It  is  also  to  be  specially  observed  that,  because 
a  trader  sells  the  right  to  demand  a  future  pay- 
ment from  him,  it  is  no  diminution  of  his  present 
possessions.  The  future  payment  is  to  come  out 
of  the  inture  produce.  Just  as  when  a  farmer 
takes  a  farm  and  promises  to  pay  a  rent  annually, 
those  engagements  to  pay  are  no  diminution  of 
his  present  possessions.  Those  engagements  are 
manifestly  intended  to  be  paid  out  of  future  pro- 
duce. 

148.  We  thus  obtain  this  conception — That 
just  as  the  future  productivity  of  the  land  is 
a  saleable  Economic  Entity,  over  and  above  the 
past  products  of  the  land,  so  the  future  producti- 
vity of  a  trader  is  a  distinct  and  marketable 
Economic  Entity,  over  and  above  the  realized 
fruits  of  his  past  industry. 

Now  all  the  qualities  which  are  necessary  to 
make  this  future  productivity  marketable,  skill, 
industry,  and  integrity,  may  be  summed  up  la 
one  word — character. 

149.  These  considerations  immediately  shew 
the  fundamental  distinction  between  instimmeuts 
of  credit  of  all  sorts,  and  Bills  of  Lading  and  Dock 
Warrants.  (Banx  Note  ,-  Bill  of  Excbamgb  ; 
Bill  of  Lading;  Dock  Wabbant;  Fbohissobt 
Note.)  This  may  truly  be  called  the  Pons  Asi^ 
norum  of  Political  Economy.  It  is  one  of  the  most 
subtle  and  important  points  in  the  whole  subject. 
It  is  upon  a  concision  of  the  distinct  nature  of 
these  species  of  documents  that  Law's  theory  of 
money  is  founded. 

150.  We  have  seen  in  the  case  of  traders,  that 
they  buy  goods  in  exchange  for  the  right  of  de- 
manding a  future  payment.  The  quantity  of 
credit  brought  into  commerce  by  these  means  is 
enormous  in  this  country.  But  that  is  only  one 
division  of  the  subject. 

There  is  a  class  of  persons  called  Bankers, 
whose  sole  business  consists  in  creating  these 
*^  engagements  to  pay  **  by  purchasing  money,  and 
also  the  ^'engagements  to  pay  "  of  traders. 

When  a  man  deposits  money  with  a  banker, 
the  property  in  the  money  immediately  passes 
from  the  depositor  to  the  banker,  and  the  banker 
gives  in  exchange  for  it  a  *' promise  to  pay*^ 
money  on  demand,  or  a  bight  to  demand  money. 
And  the  property  in  this  right  to  demand  money, 
or  credit,  passes  from  the  banker  to  the  customer. 
The  banker,  having  the  entire  property  in  the 
money,  may  use  it  as  he  pleases,  and  the  customer 
having  the  entire  property  in  the  right  to  demand 
payment  may  use  it  as  he  pleases.  Each  there- 
fore may  put  his  property  into  circulation,  and 
they  form  two  distinct  and  sepai'ate  Economical 
Elements. 

151.  Moreover,  when  a  merchant  has  sold 
goods  to  a  trader  in  exchange  for  a  right  to  de- 


CAPITAL. 


CAPITAL. 


353 


mand  a  future  payment,  the  latter  right  is  not 
very  convenient,  because  it  is  not  so  saleable  as 
a  right  to  demand  immediate  payment  of  money. 
The  merchant  therefore  having  a  stock  of  these 
rights,  or  instruments  of  credit,  goes  to  his  banker 
who  buys  them,  and  gives  in  exchange  for  them 
a  right  to  demand  immediate  payment ;  that  is,  by 
creating  new  credit.  And  these  rights  circulate 
just  like  any  other  Economic  Elements,  and  are 
independent  quantities.  Here,  therefore,  we  have 
goods  sold  for  rights,  and  these  rights  sold  for 
other  rights,  and  each  of  these  is  independent  and 
separate  property. 

152.  Commercial  credit  is  usually  embodied 
in  the  form  of  Bills  of  Exchange,  and  more  rarely 
in  Promissory  Notes. 

A  banker  is  a  person  who  buys  money  and 
credit,  usually  rights  to  demand  a  future  payment 
at  a  fixed  time,  with  credit,  usually  a  right  to 
demand  immediate  pajnnent. 

A  banker  buys  this  money  and  credit,  by 
creating  a  credit  in  his  books  in  favor  of  his 
customer. 

That  credit  created  in  the  banker*s  books  is 
called  a  Deposit. 

Many  persons  might  imagine  that  the  money 
deposited  in  a  bank  is  the  deposit.  But  this  is  a 
very  great  error.  The  deposit  is  the  credit 
created  in  the  banker's  books ;  it  is  also  called  a 
Bank  Credit,  and  is  what  was  called  Bank  Money, 
or  Moneta  di  Banco^  in  the  great  foreign  banks, 
such  as  those  of  Venice,  Amsterdam,  &c.  (Bank 
Moicbt;  Bdixion  Repokt,  §23;  Banking  in 
America,  §  451 ;  Deposit.) 

153.  Traders*  and  bankers'  engagements  to  pay 
are  therefore  separate  and  independent  property. 
With  the  clear  and  distinct  comprehension  of  this, 
the  whole  subject  of  credit  becomes  intelligible 
and  simple.  It  is  the  want  of  understanding  this 
that  has  plunged  it  into  such  obscurity  and  con- 
troversv. 

154.  Now,  having  shewn  the  separate  existence 
of  credit  as  property,  we  are  entitled  at  once  to 
draw  the  conclusion  that  it  is  capital.  Mr.  Mill 
Aays,  that  anything  which  may  be  exchanged  may 
be  capital  as  much  as  money.  Instruments  of 
credit,  or  simply  credit,  is  exchangeable,  and 
therefore  it  may  be  capital  as  much  as  money. 

Now,  what  the  measurable  amount  of  the  future 
productivity  of  traders  may  be,  it  is  impossible  to 
say.  As  Economists,  we  are  only  concerned  with 
that  portion  of  it  which  is  actually  brought  into 
commerce ;  and  that  portion,  including  all  sorts  of 
it,  cannot  be  less  than  £600,000,000,  at  the  very 
lowest  computation. 

155.  The  difficulty  of  even  approximating  to 
its  amount  consists  in  this,  that  an  enormous 
amount  of  credit  is  never  embodied  in  the  form 
of  Bills  of  Exchange  at  all,  but  is  locked  up  in 
the  books  of  traders.  These  rights,  as  we  have 
shewn  above,  are  jast  as  real  entities  as  when 
embodied  in  circulating  paper,  but  how  is  it  pos- 
sible to  form  even  a  conjecture  of  their  amount  ? 
Of  banks  that  publish  their  accounts  we  can  of 
course  ascertain  their  "  depasits,"  or  the  amount 
of  credit  created  by  them.  But  who  can  guess  at 
the  amount  of  the  deposits  of  all  the  private 
bankers  in  England,  some  of  the  greatest  of  which 
are  understood  to  be  fully  as  large  as  those  of  the 
Joint- Stock  Banks  P 

Nevertheless,  whatever  the  amount  of  these 
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credits  may  be,  they  are  all  "property,"  sepa- 
rate and  distinct  from  all  other  property,  and 
they  pei*form  the  functions  of  money,  only  in 
much  smaller  sphere.  They  are,  as  we  have 
shewn  (Credit;  Currbnct),  pai'ticular  credit — 
money  is  general  credit. 

156.  And  this  affords  ample  proof,  if,  indeed, 
any  were  necessary  to  any  one  familiar  with 
physical  science,  that  materiality  must  be  entirely 
expelled  from  the  general  conception  of  an  Eco- 
nomic Element. 

157.  When  a  man  has  done  a  service  to  another, 
and  wants  no  immediate  service  in  return,  he  re- 
ceives, perhaps,  a  piece  of  money  in  return.  And 
what  is  this  piece  of  money  ?  It  is  merely  the 
right  of  demanding  some  service  from  any  one  he 
pleases.  It  is  only  a  general  right,  or  general 
credit.  But  if,  instead  of  receiving  money,  he 
allows  the  debt  to  remain  against  the  othei*,  he 
has  equally  the  right  of  demanding  a  future  ser- 
vice in  exchange.  The  only  difference  is,  he  can 
only  demand  it  from  his  individual  debtor.  It  is 
therefore  only  particular  credit.  And  this  maj** 
be  embodied  on  paper,  or  may  exist  only  as  a 
debt,  or  invisible  right.  We  thus  see  that  money 
and  instruments  of  credit  of  all  sorts  represent 
the  same  fundamental  idea — debt, — and  are  homo- 
geneous. A  debt  has  long  been  recognized  by  law 
as  personal  property. 

158.  Such  is  the  nature  of  Credit<>M)r  Debts. 
For  a  full  exposition  of  its  effects,  and  an  exami- 
nation of  the  opinions  held  respecting  it  by  the 
most  eminent  Economists  since  it  became  a  con* 
troverted  question,  we  must  refer  to  Credit. 
The  only  difficulty  in  the  case  is  to  understand 
that  a  Bight  to  demand  a  future  payment  is  an 
independent  Economic  Entity,  entirely  distinct 
from  any  specific  money  or  goods,  and  is  capable 
of  circulating  in  commerce,  and  produces  all  the 
effects  of  money :  and  it  therefore  may  be  capital. 
As  it  depends  upon  the  belief  in  a  pei'son's  char- 
acter, it  is  moral  capital. 

Credit  therefore  is  to  the  person  of  the  trader, 
what  the  future  productivity  is  to  the  land,  what 
copyright  is  to  a  work,  what  goodwill  is  to  a 
business,  and  is  incorporeal  capital,  just  as  they 
are.  They  all  are  founded  on  the  same  principle, 
belief  in  the  capacity  of  the  respective  sources  to 
produce  future  profits.  It  is  by  credit  that  the 
immensely  greater  portion  of  modern  commerce, 
in  all  civilized  countiies,  is  carried  on. 

159.  Every  writer  who  has  seized  the  true  idea 
of  the  subject,  has  maintained  the  doctrine  that 
Credit,  in  both  its  forms  of  banking  credit  and 
mercantile  credit,  is  productive  capital,  though 
some  of  those  quoted  below  have  contradicted 
themselves  in  the  most  astonishing  manner,  as  we 
have  shewn  in  Credit. 

Thus  Mr.  Hamilton,  the  Secretary  to  the  Trea- 
sury of  the  United  States,  in  the  Report  to  Con- 
fress,  upon  which  the  first  Bank  of  the  United 
tates  was  founded,  says  (Banking  in  America, 
§  421). — "  The  following  are  among  the  principal 
advantages  of  a  bank : — First,  The  augmentation 
of  the  active  ox  productive  capital  of  a  country.  *  *  * 
This  additional  employment  given  to  money,  and 
the  faculty  of  a  bank  to  lend  and  circulate  a 
gi^eater  sum  than  the  amount  in  coin,  are  to  all 
the  purposes  of  trade  and  industry  an  absolute  in- 
crease of  capital^ 

And  Mr.  Webster,  in  his  speech  on  the  renewal 
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of  the  Charter  of  the  Bank  of  the  Uoitcd  States 
(Ibid,  §  448),  said,—''  Credit  is  the  vital  air  of 
modem  commerce.  It  has  done  more,  a  thousand 
times,  to  enrich  nations  than  all  the  mines  of  all 
the  world.  ♦  ♦  *  Credit  is  to  money  what  money  is 
to  articles  of  merchandize."  In  this  sentence  Mr. 
Webster  has  exactly  seized  the  trne  idea  of  Credit. 
Money  is  exchangeable  for  commodities,  bat  yet 
is  distinct  and  independent  property ;  so  an  in- 
strument of  credit  is  exchangeable  for  money,  but 
yet  is  distinct  and  independent  property,  oyer 
and  above  money  and  commodities. 

So  also  Mr.  McCnlloch,  Commercial  Dictionary^ 
Art  Baldly  p.  68 ,  says, — ''  Those  who  issne  such 
notes  coin,  as  it  were,  their  credit.  They  derive 
the  same  revenue  from  the  loan  of  their  written 

Sromises  to  pay  certain  sums,  that  they  would 
erive  firom  the  loan  of  the  sums  themselves,  and 
while  they  thus  increase  their  own  incomes,  they, 
at  the  same  time,  contribute  to  increase  the  wealth 
of  the  society.** 

Mr.  Senior  has,  strange  to  say,  entirely  omitted 
the  subject  of  Credit  in  his  treatise;  but  as  he 
says  that  all  Economists  are  agreed  that  whatever 
gives  a  profit  is  Capital,  that  admits,  by  implica- 
tion, that  Credit  is  Capital. 

Mr.  John  Stuart  Mill  says,  that  antthiho 
which  may  be  exchanged  like  money,  may  be 
Capital.  Now,  as  aU  instruments  of  credit  may 
be  exchanged  like  money,  that  at  once  admits  that 
Credit  is  Capital.  Bnt  he  is  a  great  deal  more 
explicit  than  this  in  Book  III.  ch.  xxii.,  Influence 
of  the  Currency  on  Exchanges  and  on  Poreijpi 
Trade,  He  says  there,  "  The  same  effects  which 
wonld  thus  arise  firom  the  discovery  of  a  treasure, 
accompany  the  process  by  which  bank  notes,  or 
any  other  substitutes  for  money,  take  the  place  of 
the  precious  metals.  ♦    •    • 

''The  value  saved  to  the  community  by  thus 
dispensing  with  metallic  money,  is  a  clear  gain  to 
those  who  provide  the  substitute.  They  have  the 
use  of  twenty  millions  of  circulating  medium, 
which  have  cost  them  only  the  expense  of  an  en- 
graver's plate.  If  they  employ  tlus  accession  to 
their  fortunes  as  productive  capital,  the  produce 
of  the  country  is  increased,  and  the  community 
is  benefited,  as  much  as  by  any  other  capital 
of  equal  amount." 

So  also  Bastiat  has  exactly  seized  the  true 
idea  of  credit,  (^Harmonies  JEconomiques,  Art. 
Capital,  p.  210,  Edit.  1855.)— "  Ainsi  chose  ad- 
mirable, et  gr&ce  an  merveuleuse  m^canisme  de 
r^change,  tout  service  est,  ou  pent  devenir,  un 
Capital.  ♦  »  »  »  » 

Ce  qui  est  plus  surprenant  encore  c*est  que  nous 
pouvons  faire  Toperation  ihvbrsb,  quelque  im- 
possible qu*elle  semble  an  premier  coup  d'oeil. 
Nous  pouvons  convertir  en  instrument  de  travail, 
en  chemin  de  fer,  en  maisons,  un  capital,  qui 
n'est  pas  encore  n6,  utilisant  ainsi  des  services, 
qui  ne  seront  rendus  qu  *au  xxe  si^le.  II  y  a 
des  banquiers  qui  en  font  Tavance  sur  la  foi  que 
les  travailleurs  et  les  voyageurs  de  la  troisi^me 
ou  quatri^me  g4n6ration  pourvoirent  au  payement, 
et  ces  titres  sur  Favenir  (i.e.  instruments  of  Credit) 
se  transmettent  de  main  en  main  sans  rester 
jamais  improductifs*^ 

Thus  we  see  that  Mr.  McCulloch,  Mr.  Mill, 
and  Bastiat,  in  these  passages  expressly  maintain 
the  doctrine  that  credit  is  capital.  How  surpris- 
ingly they  have  contradicted  themselves  in  other 


parts  of  their  works,  is  fully  shown  under  Credit. 
160.  So  much  for  Economists.  We  may  quote 
firom  legal  writers  to  show  that  they  fully  under- 
stand the  truth  that  instruments  of  credit  are 
separate  and  independent  property.  Thus,  Mr. 
Justice  Byles  says,  {Treatise  on  the  Law  of  Bills  of 
Exchange,  Introduction,  p.  xii.)  "It  will  not  per- 
haps be  an  unreasonable  inference  that  the  Bills 
and  Notes  of  all  kinds,  issued  and  circulated  in  the 
United  Kingdom  in  the  space  of  a  single  year, 
amount  to  many  hundred  millions,  and  that  this 
species  of  property  is  now  in  aggregate  value, 
inferior  only  to  the  land,  or  funded  debt  of  the 
kingdom.**  When  we  consider  that  all  book 
debts  are  in  reality  of  the  same  nature,  and  must 
be  added  to  the  amount  of  debts  actually  circu- 
lating in  Bills  and  Notes,  we  shall  see  that  the 
above  estimate  of  the  credit  property  in  the 
United  Kingdom  is  certainly  within  the  bounds 
of  moderation. 

Mr.  Leake,  also,  in  the  paper  we  have  already 
quoted  from,  has  seen  the  true  nature  of  Credit. 
At  page  534,  after  noticing  that  the  Law  of  Real 
Property  may  be  called  the  grammar  of  the  law 
of  property  in  general,  he  says,  "  This  view  of 
real  property  might  be  carried  still  further.  Its 
principles  would  serve  to  form  the  foundation, 
not  only  for  the  law  of  property  in  general,  but 
also  for  other  important  branches  of  the  law. 
All  rights  are  property  in  some  sense,  and  are 
subject  in  some  degree  to  the  laws  of  property. 
In  the  law  of  rights  in  personam,  or  obligations,  we 
may  notice,  for  example,  the  strong  analogy  between 
obligations,  or  debts  payable  in  futuro,  and  real 
estates  vested  in  remaxnder^ 

This,  our  readers  may  observe,  is  the  very  doc- 
trine we  have  been  endeavouring  to  enforce.  That 
Credit  is  the  right  to  make  a  fhture  demand  for 
money. 

161.  Without  entering  into  any  account  of  the 
controversies  here,  on  the  nature  of  Credit,  we 
may  endeavour  to  impress  upon  our  readers*  at- 
tention the  distinction  between  Instruments  of 
Credit,  and  other  paper  documents,  such  as  Bills 
of  Lading  and  Dock  Warrants,  which  are  fre- 
quently confounded  with  them. 

It  is  one  of  the  most  imi)Ort;ant  points  in  Poli- 
tical Economy  to  understand  the  oistinction  be- 
tween an  Exchange  and  a  Bailment. 

In  the  case  of  an  Exchange  there  is  always  a 
transfer  of  properties,  there  must  manifestly  be 
two  properties,  or  two  rights  to  be  exchanged. 

In  the  case  of  a  Bailment  there  ai*e  not  two 
properties  exchanged,  but  only  one  property  en- 
trusted  by  some  one  to  another  penfon*s  keeping, 
for  a  special  purpose. 

Now  all  instruments  of  credit  arise  out  of  an 
exchange,  either  of  money,  or  goods,  or  other  in- 
struments of  credit.  There  is  always,  in  such  a 
case,  an  exchange  of  two  separate  rights,  or  two 
properties. 

Bills  of  Lading  and  Dock  Warrants,  on  the 
other  hand,  always  arise  out  of  a  Bailment,  where 
there  is  no  exchange  of  properties,  or  rights.  Bnt 
only  some  particular  goods  are  entrusted  to  a 
person  for  a  special  purpose. 

All  instruments  of  credit  are  therefis'e  separate 
and  independent  properties,  or  rights ;  they  are 
by  law  and  custom  absolutely  severed  from  any 
particular  goods,  or  money.  Bills  of  Lading  and 
Dock  Warrants  are,  on  the  contrary,  not  separate 
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and  independent  properties,  or  rights,  bat  mere 
adjoncts  or  ticket^,  inseparably  joined  to  some 
specific  goods,  and  forming  only  one  property 
with  them. 

Now  instruments  of  credit,  and  Bills  of  Lading 
and  Dock  Warrants,  have  many  features  in  com- 
mon, they  are  both  transferable  from  hand  to 
hand;  but  the  fundamental  distinction  between 
them  is  that  instruments  of  credit  of  all  sorts  are 
independent  property,  amounting  to  certainly  not 
leas  than  £600,000,000  in  this  country ;  Bills  of 
Lading  and  Dock  Warrants  are  nothing. 

In  fact,  credit  is  the  inverse  of  money. 

When  a  trader  buys  goods  with  money  he  ex- 
changes the  fruits  of  his  past  industry  for  the 
goods.  When  he  buys  goods  with  credit  he  en- 
gages to  exchange  the  fruits  of  hisjviure  industry 
for  the  goods. 

In  each  case  there  is  a  sale,,  or  an  exchange  of 
two  properties. 

In  onler,  however,  to  make  this  *'  promise  to 
pay"  saleable  for  goods,  or  money,  the  trader  is 
obliged  to  inspire  confidence  in  his  character  and 
capacity  to  pay  at  a  future  time.  Hence  it  is 
moral  Capittd.  It  is  entirely  the  result  of  his 
personal  qualities  and  abilities,  which  Adam 
Smith,  and  all  leading  Economists  since  his  time, 
have  acknowledged  to  be  national  wealth,  or 
capital. 

Thus  we  see  Credit  is  always  attached  to  the 
person,  Bills  of  Lading  and  Dock  Warrants  to 
things. 

It  has  been  usual  to  call  instruments  of  credit, 
Jietitioiu  values^  and  values  of  convention.  But 
this  is  a  very  grievous  error  indeed.  No  doubt 
they  are  often  precarious.  But  where  the  credit 
is  safe,  an  instrument  of  credit  is  a  real  value. 
Only  being  future,  it  is  inverse  to  the  past,  which 
is  positive,  and  therefore  it  Is  negative.  The 
negative  roots  of  equations  were  long  called  fic- 
titious roots,  res  or  astimaiionesficUBj  by  the  early 
Algebraists,  who  could  not  interpret  their  mean- 
ing. It  was  then  discovered  that  they  were 
equally  real  roots  with  the  positive  ones,  only 
inverse  to  them. 

162.  These  considerations  lend  additional  proof 
to  what  we  have  said  about  the  error  of  making 
'^the  saving  of  past  labor  **  a  necessary  Element 
in  the  definition  of  Capital.  Mr.  Mill  fully  ac- 
knowledges that  instruments  of  Credit,  Bank 
Notes,  and  Bills  of  Exchange  are  productive 
Capital — ^but  how  are  Bank  Notes  and  Bills  of 
Exchange  the  result  of  past  saving?  Unless, 
indeed,  a  good  character,  which  is  the  thing  that 
gives  Instruments  of  cr^it  negotiability,  or  value, 
may  be  considered  as  the  result  of  previous  in- 
dustry. 

This  must  sufGlce  here  to  explain  the  nature  of 
Credit.  Our  readers  need  scarcely  be  reminded 
of  the  controversies  about  credit.  What  we  have 
said  is,  we  hope,  sufficient  to  shew  that  the  quan- 
tity of  credit  which  is  in  the  market,  is  a  gigantic 
mass  of  exchangeable  property,  separate  and  dis- 
tinct from,  and  over  and  above  commodities  and 
money,  and  that  it  is  Capitai.. 

163.  We  now  come  to  the  last  species  of  pro- 
perty, which  has  also  been  a  subject  of  much 
controversy  —  The  Fuiros.  Every  one  would 
admit  that  a  man  who  had  £300,000  in  the  Funds 
was  a  wealthy  man.  But  are  the  funds  them- 
selves wealth  f    The  word  wealth  has  received 


such  an  arbitrary  interpretation  that  it  may  per- 
haps be  better  to  adopt  another  of  similar  signi- 
fication. We  may  enquire  therefore — Are  the 
fands  independent  property  ?  And  tiiere  can  be 
but  one  answer,  they  are  independent  property, 
call  it  wealthy  or  whatever  other  name  we  please. 
We  have  already,  in  the  preceding  part  of  this 
article,  §  105,  explained  the  nature  of  public 
debts,  so  that  we  need  not  repeat  it  here.  The  con- 
siderations offered  there  shew  that  the  funds  are 
distinct  and  independent  property,  just  as  much 
as  railways,  or  any  other  capital,  and  that  their 
value  depends  upon  the  same  principle  as  the 
value  of  railways,  or  canals,  viz. :  the  willingness 
of  the  public  to  pay  the  interest  of  the  money 
sunk  in  them.  If  the  public  were  to  refuse  to 
pay  the  dividends  on  the  funds,  it  would  be  just 
the  same  as  if  they  were  to  cease  to  use  a  canal. 
The  value  of  the  capital  would  immediately  fall 
to  nothing. 

164.  But  though  a  consideration  of  the  nature 
of  the  funds  inevitably  leads  to  the  conclusion 
that  they  are  separate  and  independent  property, 
we  must  observe  that  it  is  in  many  cases  very 
probable  that  the  money  might  have  been  more 
profitably  and  advantageously  laid  out  on  some- 
thing else.  There  is  now  we  believe,  scarcely  a 
dissentient  voice  amouff  men  of  competent  judg- 
ment, but  that  the  policy  of  the  Statesmen  and 
Parliaments  who  spent  such  enormous  sums  was 
utterly  erroneous  and  injurious  to  the  true  wel- 
fare of  England.  It  is  just  like  some  rich  man 
spending  a  vast  sum  of  money  to  gratify  some  ex- 
pensive architectural  whim.  There  the  thing  ex- 
ists as  independent  property,  although  the  i)olicy 
which  created  it  is  condemned.  There  have  been 
many  commercial  enterprises  undertaken  whose 
policy  has  afterwards  been  condemned.  Many 
railways  have  been  made,  which  it  is  now  ad- 
mitted it  was  a  mistake  to  have  made,  and  the 
money  employed  in  constructing  them  might  have 
been  more  advantageously  employed.  But  that 
does  not  prevent  these  railway^  having  a  separate 
existence.  The  case  of  the  Funds  is  somewhat 
similar;  our  predecessors  unfortunately  conceived 
that  the  objects  for  which  these  funds  were 
created  were  of  sufficient  nation^  importance  to 
be  equivalent  to  the  money  spent  on  them,  and 
accordingly  they  bound  the  nation  to  pay  for 
them.  We  think  differently,  and  are  still  unfor- 
tunately bound  to  pay  for  them,  and  while  we 
continue  to  do  so  the  capital  which  these  payments 
represent  is  independent  property. 

165.  Mr.  Mill  compares  the  funds  to  a  mort- 
gage, and  denies  them  the  title  of  wealth.  But 
his  conception  of  the  nature  of  a  mortgage  is  not 
quite  accurate.  He  says,  p.  8.  ^*  Things  for  which 
nothing  could  be  obtained  in  exchange,  however 
useful  or  necessary  they  may  be,  are  not  wealth, 
in  the  sense  in  which  the  term  is  used  in  Political 
Economy.  Air  for  example,  though  the  most 
absolute  of  necessaries,  bears  no  price  in  the  mar- 
ket because  it  can  be  obtained  gratuitously,  to 
accumulate  a  stock  of  it  would  yield  no  profit  or 
advantage  to  any  one,  and  the  laws  of  its  produc- 
tion and  distribution  are  the  subject  of  a  very 
different  study  from  Political  Economy.  But 
though  air  is  not  wealth,  mankind  are  much  richer 
by  obtaining  it  gratis,  since  the  time  and  labor 
which  would  otherwise  be  required  for  supplying 
the  most  pressing  of  all  wants  can  be  devoted  to 
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other  purposes.  It  is  possible  to  imagine  circum- 
stances in  which  air  would  be  a  part  of  wealth. 
If  it  became  necessary  to  sojourn  long  in  places 
where  the  air  does  not  naturally  penetrate,  as  in 
diving  bells  sunk  in  the  sea,  a  supply  of  air  arti- 
ficially furnished  would,  like  water  conveyed  into 
into  houses,  bear  a  price ;  and  if  from  any  revolu- 
tion in  nature,  the  atmosphere  became  too  scanty 
for  the  consumption,  or  could  be  monopolized,  aii- 
might  acquire  a  very  high  marketable  value.  In 
such  a  case,  the  possession  of  it  beyond  his  own 
wants  would  be  to  its  owner  wealth ;  and  the 
general  wealth  of  mankind  might  at  first  sight 
appear  to  be  increased  by  what  would  be  so 
great  a  calamity  to  them.  But  this  would  be  an 
error;  for  however  rich  the  possession  of  air 
might  become,  at  the  expense  of  the  rest  of  the 
community,  all  persons  else  would  be  poorer  by 
aU  that  they  were  compelled  to  pay  for  what  they 
had  before  obtained  without  payment. 

'^This  leads  to  an  important  distinction  in  the 
meaning  of  the  word  Wealth,  as  applied  to  the 
possessions  of  an  individual,  and  to  those  of  a 
nation,  or  of  mankind.  In  the  wealth  of  mankind, 
nothing  is  included  which  does  not  of  itself  answer 
some  purpose  of  utility  or  pleasure.  To  an  indi- 
vidual, anything  is  wealth,  which,  though  useless 
in  itself,  enables  him  to  claim  from  others  a  part 
of  their  stock  of  things  useful  or  pleasant.  Take, 
for  instance,  a  mortgage  of  a  thousand  pounds  on 
a  landed  estate.  This  is  wealth  to  the  person  to 
whom  it  brings  in  a  revenue,  and  who  could  per- 
haps sell  it  in  the  market  for  the  full  amount  of  the 
debt.  But  it  is  not  wealth  to  the  country ;  if  the 
en^ement  were  annulled,  the  country  would  be 
neither  poorer  nor  richer.  The  mortgagee  would 
have  lost  a  thousand  pounds,  and  the  owner  of  the 
land  would  have  gained  it.  Speaking  nationally, 
the  mortgage  was  not  itself  wealth,  but  merely 

fave  A  a  claim  to  a  portion  of  the  wealth  of  B. 
t  was  wealth  to  A,  and  wealth  which  he  could 
transfer  to  a  third  person ;  but  what  he  so  trans- 
ferred was  in  faet  a  joint  ownership,  to  the  extent 
of  a  thousand  pounc(s  in  the  land  of  which  B  was 
nominally  the  sole  proprietor.  The  position  of 
fnndholders,  or  owners  of  the  pnblic  debt  of  a 
country,  is  similar,**  &c.  (^For  6ie  remaindevy  see 
§98.) 

In  this  passage,  Mr.  Mill  says  that  a  mortgage 
is  wealth  to  the  person  to  whom  it  brings  in  a 
revenue,  but  not  to  the  country  at  large.  There 
is  some  misconception  of  the  nature  of  a  mortgage 
here.  When  the  owner  of  a  landed  estate  bor- 
rows money,  the  form  of  English  law  Is  that 
he  conveys  the  estate  to  the  lender,  with  the 
right  reserved  of  having  the  estate  reconveyed 
to  him  when  the  money  is  repaid.  By  this  means 
the  legal  ownership  of  the  estate  passes  from  the 
mort^igor  to  the  mortgagee,  and  the  deed  of  con- 
veyance is  called  the  mortgage.  The  mortgagee 
thus  becomes  the  legal  owner  of  the  property,  and 
the  mortgagor  becomes  his  tenant.  Now  no  one 
ever  supposed  that  a  mere  deed  of  conveyance  of 
property,  which  is  all  that  a  mortgage  is,  is  wealth. 
Such  is  the  form  of  the  mortgage,  but  the  gubstance 
is  that  it  is  a  purchase  of  a  portion  of  the  right  of 
the  future  produce  of  the  land.  Now  this  wealth 
stands  in  relation  to  the  country  just  as  it  did 
before.  The  whole  produce  was  wealth  before 
it  was  divided.  It  remains  just  the  same  after  it 
jB  divided.    The  portion  purchased  by  the  sum 


advanced  on  mortgage,  is  just  as  much  wealth  to 
the  country  as  it  was  before.  It  must  be  so,  into 
whatever  number  of  portions  it  is  split  up.  There 
is  no  new  object  called  into  existence,  but  a  mere 
purchase  of  part  of  an  existing  one. 

166.  But  in  the  case  of  public  debts  there  is 
a  new  object.  They  are  money  expended  upon 
obtaining  something  new.  Thus  public  debts  are 
couti'acted  either  to  make  something  necessary 
for  the  public  security,  like  the  sea-dykes  of 
Holland,  as  we  have  before  said,  or  they  may  be 
contracted  to  make  a  work  of  national  utility,  such 
as  a  railroad,  or  canal.  It  is  now  quite  custonaary 
for  governments  to  guarantee  public  companies  a 
certain  annual  payment,  on  their  undertaking  to 
construct  an  important  work,  such  as  a  railway,  or 
perform  some  public  service,  as  when  subventions 
are  granted  to  the  Ocean  Mail  Steamers.  Many 
persons,  we  allow,  dispute  the  policy  of  these 
public  guarantees.  That  may  or  may  not  be. 
But  it  is  quite  clear  that  some  new  undertaking 
or  service  is  created  by  them,  and  that  they  are 
paid  in  exchange  for  something  new,  which  ia 
supposed  to  be  equivalent.  Now  it  is  quite  clear 
that  the  capital  expended  upon  these  und^takings 
by  private  companies,  upon  which  a  dividend  is 
guaranteed  by  the  government,  are  exactly  in  the 
same  position  as  the  public  debts,  or  funds, 
although  the  money  is  not  actually  paid  to  the 
government,  nor  the  service  performed  under  the 
actual  control  of  the  government,  like  the  naval 
and  military  defence  of  the  country. 

It  is  quite  clear,  then,  that  the  sums  expended 
by  these  companies  are  nothing  but  public  debts, 
or  funds,  in  disguise.  And  that  they  are  perfectly 
distinct  in  their  nature  from  mortgages.  A  mort- 
gage calls  nothing  new  into  existence.  It  is  a 
mere  exchange  of  a  definite  existing  sum  of 
money  for  a  right  which  is  already  in  existence 
and  In  the  hands  of  another  person.  But  public 
debts  are  created  to  produce  something  new,  either 
material,  or  immaterial. 

167.  The  present  discussions  on  the  military 
and  naval  defences  of  the  country  will  illustrate 
our  meaning.  Rightly  or  wrongly,  that  is  of  no 
consequence  here,  it  is  supposed  that  the  country 
is  not  in  a  secure  position,  in  consequence  of  the 
extraordinary  progress  recently  made  in  the 
science,  and  the  means  of  attack.  There  is  a  very 
general  demand  that  our  coast  defences  should  be 
augmented.  It  is  supposed  that  it  will  require 
£10,000,000  to  do  this.  Now  that  money  must 
be  borrowed,  which  will  create  a  public  debt,  and 
as  it  is  a  service  to  the  entire  public,  they  must 
pay  for  it.  With  the  money  so  borrowed,  and 
withdrawn  from  other  production,  these  new  coast 
defences  will  be  created — a  new  property.  Or 
the  navy  may  be  augmented, — a  now  property.  Or 
an  additional  number  of  sailors  and  soldiers  may 
be  engaged,  and  new  warlike  stores  of  all  sorts, 
some  durable  to  a  certain  extent,  such  as  artillery, 
and  some  perishable,  like  powder  and  ball,  may 
be  manufactured.  Yet  we  see  that  something  new 
is  always  done  with  the  money  advanced  on  the 
creation  of  a  public  debt.  Now  many  persons 
may  say  that  this  expenditure  is  absurd,  mis- 
chievous, and  unnecessary,  and  that  the  money 
might  have  produced  something  more  advantage- 
ous, but  yet  no  one  can  deny  that  it  is  new  and 
independent  property. 

168.  We  hope  that  we  have  made  it  dear  to 
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oar  readers  that  a  public  debt  is  not  analogous  to 
a  mortgage.  A  mortgage  is  a  conveyance  or 
transfer  of  the  actual  corpus,  or  capital  out  of 
which  a  revenue  springs ;  a  public  debt  is  money 
devoted  to  perform  some  service  which  it  is 
judged,  rightly  or  wrongly,  that  it  is  for  the  in- 
terest of  the  public  should  be  done,  and  which 
they  should  pay  for.  The  public  debt,  or  funds, 
are  precisely  in  the  same  category  as  the  shares 
of  a  railway  company,  or  a  bank.  They  are  the 
right  to  receive  the  future  payments  of  the  general 
public  for  the  service  done  to  them  in  their  na- 
tional capacity,  just  as  the  shares  of  a  railway  are 
the  right  to  receive  the  future  payments  of  that 
portion  of  the  public  who  travel  by,  or  use,  the 
railway,  in  their  individual  capacity.  Hence  we 
see  that  the  Funds  are  a  great  incorporeal  estate, 
of  the  same  nature  as  copyright,  commercial  shares, 
credit,  &c. 

169.  We  have  now,  we  think,  completed  a 
sufficient  survey  of  the  different  kinds  of  pro- 
perty to  enable  us  to  form  a  general  conception 
of  it.  Of  course  each  separate  portion  of  it  may, 
and,  indeed,  requires  to  be  treated  at  much  greater 
length.  But,  in  order  to  form  a  general  concep- 
tion, we  have  only  to  enumerate  and  consider  all 
the  different  species  of  it.  And  all  property  may 
be  reduced  to  one  of  the  different  classes  men- 
tioned above.  We  are  now  in  a  position  to  see 
whether  the  term  "  wealth "  can  be  restricted  to 
things  embodied  in  matter.  So  far  from  it,  that 
it  is  certainly  within  the  bounds  of  moderation  to 
say,  that  nineteen-tweTitieths  of  actually  existing 
wealthy  or  property  which  may  be  measured,  exists 
in  a  purely  incorporeal  form,  which  is  incapable  of 
being  embodied  tn  matter.  We  are  surrounded  on 
all  sides  by  impalpable,  intangible,  invisible,  but 
MBAsuKABLE  Wealth,  just  as  we  are  by  impal- 
pable, intangible,  invisible,  but  measurable  me- 
chanical force.  The  value  of  the  land,  i,e,,  the 
right  of  receiving  its  future  produce,  is  thirty 
times  as  great  as  the  existing  products  of  the 
land,  and  it  is  purely  incorporeal.  And  who  shall 
estimate  the  value  of  all  other  incorporeal  pro- 
perty in  Great  Britain  ?  There  can  be  no  possible 
doubt  that  its  value  is  several  thousand  millions 
of  pounds. 

170.  We  said  above,  that  there  is  a  great 
division  of  opinion  among  Economists,  as  to  whe- 
ther the  word  Wealth  is  to  be  restricted  to  ma- 
terial things,  or  is  to  be  extended  to  immaterial 
products,  such  as  services,  or  personal  abilities. 
Adam  Smith  admits  that  personal  qualities  fixed 
in  a  human  being  are  part  of  the  capital  of  the 
nation ;  but  he  denies  the  name  of  wealth  to  their 
products,  unless  they  are  fixed  in  something  ma- 
terial. Malthus,  however,  and  M.  Baudnllait, 
and  Mr.  Cazenove,  entirely  exclude  personal  qua  • 
lities  from  the  catalogue  of  national  wealth.  Mr. 
Mill,  p.  57,  is  obliged  to  consider  what  Wealth  is, 
and  whether  it  includes  only  material  products, 
or  whether  all  useful  products  are  to  be  included 
in  it.    He  says, — 

"  Now  the  utilities  produced  by  labour  are  of 
three  kinds,  they  are, 

"  First — Utilities  fixed  and  embodied  in  out- 
ward objects,  by  labour  employed  in  investing 
external  material  things  with  properties,  which 
render  them  serviceable  to  human  beings.  This 
is  the  common  case,  and  requires  no  illustration. 


"Secondly — Utilities  fixed  and  embodied  in 
human  beings ;  the  .abor  being  in  this  case  em- 
ployed in  conferring  on  human  beings,  qualities 
which  render  them  serviceable  to  themselves  and 
others.  To  this  class  belongs  the  labor  of  all 
concerned  in  education ;  not  only  schoolmasters, 
tutors,  and  professors,  but  governments,  so  far  as 
they  aim  successfully  at  the  improvement  of  the 
people ;  moralists,  and  clergymen  as  far  as  pro- 
ductive of  benefit;  the  labor  of  physicians,  as  far 
as  instrumental  in  preserving  life,  and  physical 
or  mental  efficiency  of  the  teachers  of  bodily  ex- 
ercises, and  of  the  various  trades,  sciences,  and 
arts,  together  with  the  labor  of  the  learners  in 
acquiring  them ;  and  all  labor  bestow^  by  any 
persons,  throughout  life,-  in  improving  the  know- 
ledge, or  cultivating  the  bodily  or  mental  fiEU^ulties 
of  themselves,  or  others. 

"Thirdly  and  lastly, — ^Utilities  not  fixed  ol 
embodied  in  any  object,  but  consisting  in  a  mere 
service  rendered,  a  pleasure  given,  an  inconve- 
nience or  a  pain  averted,  during  a  longer  or 
shorter  time,  but  without  leaving  a  permanent 
acquisition  in  the  improved  qualities  of  any  per- 
son or  thing ;  the  labor  being  employed  in  pro- 
ducing a  utility  directly,  not  as  in  the  two  former 
cases,  in  fitting  some  other  thing  to  afford  an 
utility."    Mr.  Mill  then  enumerates  the  persons 
whose  labor  falls  under  this  class — performers, 
actors,  declaimers,   showmen,   soldiers,  sailors, 
legislators,  judges,  &c. ;  and  considers,  "  which  of 
these  three  classes  of  labor  should  be  accounted 
productive  of  wealth,  since  that  is  what  the  term 
productive,  when  used  by  itself,  must  be  under- 
stood to  import."    Utilities  of  the  third  class, 
consisting  in  pleasures  which  only  exist  while 
being  enjoyed,  and  services,  which  only  exist 
while   being  performed,  cannot   be   spoken  of 
wealth,  except  by  an  acknowledged  metaphor. 
It  is  essential  to  the  idea  of  wealth  to  be  sus- 
ceptible of  accumulation  (?) ;  things  which  can- 
not, after  being  produced,  be  kept  for  some  time 
before  being  used,  are  never,  I  think,  regarded  as 
wealth,  since  however  much  of  them  may  be  pro- 
duced and  enjoyed,  the  person  benefited  by  then^ 
is  no  richer,  is  no  wise  improved  in  circumstances. 
But  there  is  not  so  distinct  and  positive  a  vio-. 
lation  of  usage  in  considering  as  wealth  any  pro- 
duct which  is  both  useful  and  susceptible  of 
accumulation.   The  skill  and  the  energy  and  per- 
severance of  the  artisans  of  a  country  are  reckoned 
part  of  its  wealth,  no  less  than  their  tools  and  ma-> 
chincry.    According  to  this  definition,  we  shoulc^ 
r^ard  all  labor  as  productive  which  is  employed 
in  creating  permanent  utilities,  whether  embodied 
in  human  oeings,  or  in  any  other  animate  or 
inanimate  objects. 

"  But  in  applying  the  term  wealth  to  the  in- 
dustrial capacities  of  human  beings,  there  seems 
always  in  popular  apprehension,  to  be  a  tacit  re- 
ference to  material  products.  The  skill  of  an 
artisan  is  accounted  wealth,  only  as  being  the 
means  of  acquiring  wealth  in  a  material  sense ; 
and  any  qualities,  not  tending  visibly  to  that  ob- 
ject, are  scarcely  so  regarded  at  all.  A  country 
would  hardly  be  said  to  be  richer,  except  by  a 
metaphor,  however  precious  a  possession  it  might 
have  in  the  genius,  the  virtues,  or  accomplish-^ 
ments  of  its  inhabitants;  unless,  indeed,  these 
were  looked  upon  as  marketable  articles,  by  which 
it- could  attract  the  ibaterial  wealth  of  other  coun- 
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tries,  as  the  Greeks  of  old,  and  several  modem 
nations  have  done.    ♦    ♦    * 

"  I  shall  therefore,  in  this  treatise,  when  speak- 
ing of  wealth,  understand  by  it  only  what  is  called 
material  wealth,  and  by  productive  labor  only 
those  kinds  of  exertion  which  produce  utilities 
embodied  in  material  objects." 

Now  we  think  it  is  perfectly  clear,  that  in  this 
passage  Mr.  Mill  has  intended,  to  sketch  out  the 
different  species  of  things  to  which  the  term 
Wealth,  in  its  widest  acceptation,  has  been  ap- 
plied.   Of  these  he  rejects  the  last  class,  and  only 
retains  the  word  as  applied  to  material  products, 
and  he  applies  the  word  productive  labor  to  that 
which  is  employed  in  creating  permanent  utilities, 
which  are  capable  of  accumulation.     But  we 
think  such  a  classification  will  land  us  in  inextri- 
cable difficulties.    If  we  only  regard  the  per- 
manence of  the  material  product,  in  what  cate- 
gory are  we  to  place  the  producers  of  all  articles 
of  food,  bakers,  confectioners,  &c.P    They  are 
employed  in  creating  material  products,  which 
are  meant  to  be  destroyed,  and  not  accumulated. 
When  a  person  has  eaten  a  cream  ice,  how  Is  he 
richer  or  improved  in  circumstances?    Is  the 
confectioner  who  makes  a  cream  ice,  or  a  firuit 
tart,  a  productive  laborer  f    Clearly  he  is  not,  if 
permanence  is  the  essence  of  productive  labor; 
clearly  he  is,  if  the  materiality  of  the  product  is 
the  criterion.    But  since  material  products  are  of 
all  degrees  of  permanence,  where  is  the  line  to 
be  drawn  between  productive  and  unproductive 
labor  P   Where  does  the  one  shade  into  the  other  ? 
It  is  clear  that  the  same  objection  applies  to  Mr. 
Miirs  distinction  between  productive  and  unpro- 
dnctive  labor,  as  applies  to  Ricardo*s  distinction 
between  fixed  and  circulating  capital.    They  both 
violate  the  Law  of  Continuitv  (CoMTrNtJiTT,  Law 
OF.)    Now,  how  is  a  cream  ice,  the  enjoyment  of 
eating  which  lasts  only  a  few  minutes,  a  more 
permanent  thing  than  an  opera,  the  enjoyment  of 
hearing  which  lasts  several  hours  P    When  a  man 
has  h^  his  enjoyment  in  either  case,  how  is  he 
richer  or  more  improved  in  circumstances,  more 
in  one  rather  than  in  the  other  P 

171.  There  is  one  class  of  products  which  we 
are  in  doubt  how  those  Economists  who  restrict 
wealth  to  material  objects  would  treat,  namely, 
gas.  Would  they  admit  a  gjisometer,  fall  of  gas, 
to  be  Wealth  P 

172.  We  propose  this  question  to  all  Econo- 
mists who  deny  admission  to  incorporeal  elements 
into  Political  Economy — Is  not  a  man  who  pos- 
sesses £300,000  of  Bank  of  England  stock  a  wealthy 
man  ?  Would  not  such  property  be  Capital  to 
him  P  Is  not  the  copyright  of  I^rd  Macaulay's 
works  Capital  P  And  what  is  that  Stock,  and 
what  is  that  Copyright  P  Are  they  material  f 
Are  they  not  wealth  in  every  sense  of  the  term  P 
They  are  certainly  not  material.  For  we  do  not 
imagine  that  any  one  would  confound  the  certifi- 
cate, or  the  paper  on  which  the  evidence  of  the 
r;ght  to  the  stock,  or  the  copyright,  is  recorded 
with  the  stock  or  copyright  itself.  This  Stock 
and  this  Copyright  are  nothing  but  mere  abstract 
Rights,  which  are  purely  incorporeal. 

173.  The  fact  is  that  in  arguing  for  or  against 
the  admission  of  incor^real  elements  into  Politi- 
cal Economy,  Economists  have  almost  universally 
had  solely  in  their  minds  services,  or  enjoyments 
which  perish  in  the  using,  which  are  personal 


products  as  we  may  say,  the  result  of  personal 
qualities  which  cannot  be  transferred  from  person 
to  person.  But  they  have  wholly  omitted  all 
consideration  of  a  gigantic  mass  of  purely  incor- 
poreal property,  which  is  augmenting  every  day 
in  this  country,  which  may  be  accumulated,  which 
is  as  enduring  and  permanent,  and  which  may  be 
transferred  from  person  to  person,  and  whose 
value  may  be  measured  with  as  great  facility  and 
precision  as  any  material  product  whatever.  We 
believe  there  is  scarcely  an  allusion  in  the  works 
of  Economists  to  what  the  Law  recognizes  as 
incorporeal  personal  estate,  and  whose  value, 
even  excluding  the  funds  and  instruments  of 
credit,  amounts  to  many  hundred  millions  I 

We  have  now  completed  the  survey  of  the  dif- 
ferent species  of  Property,  the  subject  matter  of 
Political  Economy,  and  we  may  say  that  it  com- 
prehends,^ 

1 .  Rights  to  the  use  and  enjoyment  of  existing 
material  products,  such  as  land,  houses,  com, 
cattle,  furniture,  books,  pictures,  sculptures,  food 
of  all  sorts  &c.,  &c.,  &c.  These  are  of  various 
degrees  of  permanence,  or  durability. 

2.  Rights  to  the  use  and  enjoyment  of  imma- 
terial products,  such  as  services  of  all  sorts,  which 
perish  in  the  using. 

3.  Rights  to  the  use  and  enjoyment  of  pro- 
ducts of  £dl  sorts,  which  have  no  present  existence, 
but  will  only  come  into  existence,  at  some  future 
time,  such  as  the  future  produce  of  the  land,  the 
future  profits  of  trading  of  all  sorts,  either  hy  public 
companies,  or  private  persons,  which  mclndes 
shares  in  all  public  companies,  copyrights,  good- 
wills of  business,  and  commercial  credit;  also  all 
personal  annuities,  and  the  public  funds.  Although 
these  products  are  future,  the  Rights  to  them 
are  present^  and  may  be  accumulated,  and  trans- 
ferred by  sale  or  exchange  in  exactly  the  same 
manner,  and  they  may  pasafrom  person  to  person, 
just  like  any  material  products. 

Of  these  three  classes,  the  products  of  the  first 
are  the  accumulations  of  the  past,  and  those  of 
the  second  are  usually  called  into  existence  almost 
simultaneously  alonff  with  the  product  or  service, 
usually  money,  excnanged  for  them,  they  may 
therefore  be  called  positive. 

But  the  products  of  the  third  class  only  come 
into  existence  at  a  future  time,  and  often  only  at 
definite  intervals  of  future  time,  in  some  cases 
extending  to  infinity.  This  latter  class  may 
therefore  be  called  neoativb. 

Nevertheless  although  the  last  class  is  negative, 
it  is  not  to  be  subtracted  from  the  first  two,  but  to 
be  ADDED  TO  them,  in  an  inventory  or  cata- 
logue of  national  property,  if  such  a  thing  were 
made.    They  are  cumulative  property. 

174.  These  considerations  appear  to  us  con- 
clusively to  decide  the  question,  whether  we  are 
to  consider  materiality  as  an  essential  element  of 
Wealth.  "  All  things,"  says  Aristotle, "  are  Wealth 
whose  value  is  mcasm'ed  in  money.**  To  this  de- 
finition we  unreservedly  adhere.  If  we  want  to 
know  what  Property,  or  Wealth  is,  we  must  go  to 
an  actuary,  or  a  lawyer.  It  is  only  by  surveying 
and  contemplating  all  species  of  property,  before 
we  firame  a  definition,  that  we  can  give  the  same 
expansion  and  generality  to  our  ideas,  that  Phy- 
sicists of  all  classes  are  accustomed  to.  And  by 
doing  so  we  obtain  a  conception  of  the  widest 
generality,  in  all  respects  analogous  to  the  fonda- 
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mental  conceptions  of  the  Physical  Sciences,  and 
one  fitted  to  form  the  basis  of  a  science  of  Poli- 
tical Economy  as  extensive  as  one  of  them. 

Whatever,  then,  may  be  exchanged  is  an  Eco- 
nomical Element,  and  whatever  Economical  Ele- 
ment is  made  the  source  of  profit,  is  Capital. 

Positive,  or  present,  Capital  may  be  corporeal 
or  incorporeal.  Negative,  or  future,  Capital  is 
always  incorporeal. 

175.  There  are  some  of  the  most  important 
classes  of  business  which  almost  exclusively  con- 
sist in  dealing  with  future,  or  negative  incorporeal 
capital.  Thus,  the  business  of  bankers  and  bill- 
discounters  consists  idmost  exclusively  in  buying 
and  selling  debts — rights  to  future  payment — 
purely  future  incorporeal  property.  There  are 
persons  whose  business  it  is  to  deal  in  reversionary 
payments  of  all  sorts,  negative  incorporeal  pro- 
perty. So  insurance  offices  of  all  sorts,  for  pre- 
sent payments  deal  in  future  risks.  And  as  they 
all  derive  a  profit  from  this  trading,  it  must, 
according  to  the  definition,  which  Mr.  Senior  says 
all  Economists  are  agreed  in,  be  capital  to  them. 

176.  We  have  said  above  that  Capital  is  a 
continuous  quantity  which,  passing  through  the 
present,  0,  into  futurity,  changes  its  si^.  The 
effect  of  this  conception  is  at  once  to  bring  Poli- 
tical Economy  within  the  category  of  the  Phy- 
sico-Mathematical  Sciences. 

Moreover  it  is  perfectly  manifest  that  all  Capital 
has  the  capacity  of  Increasing  at  a  geometrical 
ratio,  since  the  increase  at  any  time  may  be  capi- 
taliged,  and  produce  new  increase.  Nature  her- 
self shews  this,  because  the  value  of  all  annuities 
must  be  calculated  at  compound  interest  to  bring 
out  a  rational  result.  Thus  population,  corn, 
cattle,  money,  &C.,  have  all  manifestly  the  capacity 
to  increase  in  a  geometrical  ratio.  This  consi- 
deration alone  would  at  once  show  the  entire 
fallacy  of  Malthus*s  doctrine  (Principle  ofPapu^ 
lotion,  Book  /.,  C%.  1.)  that  population  has  a  ten- 
dency to  increase  in  a  geometrical  ratio,  and  that 
subsistence  cannot  be  made  to  increase  at  more 
than  an  arithmetical  ratio.    (Population.) 

177.  There  is  a  very  large  class  of  problems 
in  Political  Economy  to  which  the  conceptions  of 
the  Differential  Calculus  are  directly  applicable. 

When  persons  speak  of  cause  and  effect,  it  is  a 
very  common  notion  that  the  effect  must  be  di- 
rectly proportional  to  the  cause,  that  is  to  say, 
that  if  we  increase  the  cause  to  any  extent,  we 
shall  obtain  a  correspondingly  increased  effect. 

But  those  who  are  familiar  with  Physical 
Science  know  well  that  this  is  a  very  great  mis- 
take. There  is  an  immense  class  of  cases  in 
Physical  Science  in  which  by  increasing  the  cause 
to  a  certain  extent  an  increased  effect  is  obtained. 
But  by  increasing  the  cause  beyond  that,  the  effect 
begins  to  decrease.  That  is,  at  a  certain  point  the 
effect  reaches  a  maximum,  and  then  diminishes. 

We  have  exactly  an  analogous  class  of  cases 
in  Political  Economy. 

It  would  be  perfectly  possible  to  build  houses 
Ihat  would  last  1,000  years,  by  laying  out  a  suffi- 
cient  quantity  of  money  and  labor  upon  their  con- 
struction. But  it  is  well  known  it  would  not  be 
so  profitable  to  do  so,  as  to  build  them  to  last  for 
a  shorter  time.  That  is,  it  is  bad  economy  to 
build  houses  to  last  beyond  a  certain  time. 

On  the  other  hand,  it  would  be  bad  economy  to 
build  houses  that  would  last  too  short  a  time.   It 


might  be  possible  to  build  houses  only  to  last  10 
yeara.  But  it  would  be  very  bad  economy  to 
build  houses  in  a  town  so  as  to  require  to  be  re- 
newed every  10  years.  Hence  it  would  be  bad 
economy  to  build  houses  to  last  too  short  a  time. 
Hence  we  see  that  there  is  some  point  between 
10  years  and  1,000,  for  which  time  it  is  most  ad- 
vantageous to  build  a  house  to  last.  Hence  there 
is  a  maximum  of  advantage  which  exists.  And  to 
discover  that,  is  a  direct  problem  in  the  Differen- 
tial Calculus. 

1 78.  Many  ancient  housekeepers,  especially  in 
the  Highlands,  mourn  over  the  degeneracy  of  the 
modern  "  napery,"  as  they  call  it,  Anglice,  bed 
and  table  linen.  In  their  younger  days,  it  was 
made  by  the  villagers,  with  their  handlooms,  and 
was  so  excellent  that  it  would  last  for  generations. 
The  modern  manufacture,  made  by  machinery,  is 
in  every  way  inferior  in  durability,  but  then  it  is 
only  one-third  of  the  price.  But  it  is  much  better 
economy  to  pay  only  one-third  of  the  price,  and 
have  a  stuff  which  will  last  only  one-third  of  the 
time,  than  to  pay  down  three  times  as  much 
capital  to  have  a  stuff  to  last  three  times  as  long. 

179.  The  same  consideration  is  applicable  to 
agriculture,  and  shews  the  fallacy  of  the  Bicardian 
Theory  of  Rent.  Ricardo  affirms  that  the  best 
lands  are  always  the  first  cultivated ;  that  when 
lands  of  the  second  quality  are  brought  into  culti- 
vation, then  rent  commences  on  tlie  first,  and  that 
every  increased  quantity  of  produce  is  always 
obtained  by  a  constantly  increasing  quantity  of 
labor  and  expense,  the  latter  always  increasing  at 
a  much  greater  ratio  than  the  former. 

Any  one  who  knows  anything  of  agriculture, 
knows  perfectly  well  that  this  broad  assertion  is 
a  complete  delusion.  In  an  immense  multitude 
of  cases,  it  is  perfectly  possible  to  lay  out  sums  of 
money  and  labor,  or  to  expend  capital  on  land  so 
as  to  cause  a  very  much  greater  proportionate  in- 
crease of  produce.  We  are  very  far  indeed  from 
saying  that  this  will  go  on  for  ever.  It  is,  in  fact, 
ah  example  of  a  maximum.  New  scientific  dis- 
coveries, new  manures,  new  methods  of  cultiva- 
tion, may,  and  do,  give  returns  ^eatly  exceeding 
the  increased  expense,  or  capital.  What  that 
maximum  is,  we  believe  is  very  far  from  being 
discovered  yet,  and  it  is  very  difficult  to  say  what 
it  may  become  in  the  progress  of  agricultural 
science. 

Thus,  for  instance,  the  discovery  of  deep  drain- 
ing produced  returns  far  greater  than  the  capital 
laid  out.  Agricultural  improvements  have  been 
found  within  recent  years  to  be  the  most  profit- 
able of  all  investments.  The  returns  from  the 
use  of  guano  have  greatly  exceeded  the  propor- 
tionate expense.  In  fact,  the  progress  of  agricul- 
tural science  has  entirely  overthrown  the  basis  of 
the  Ricardian  theory  of  rent  and  Malthus*s  doc- 
trine of  population,  even  if  they  were  not  both 
entirely  erroneous  on  other  grounds.  (Rbkt  ; 
Population.) 

180.  In  accordance,  then,  with  the  original 
meaning  of  the  word,  and  the  opinions  of  the  im- 
mense majority  of  Economists,  we  adopt  the  view 
that  an  Economic  Element  I?,  or  is  not,  capital 
according  to  the  intention  of  the  person  who  uses 
it,  and  depends  upon  the  method  of  his  using  it, 
and  in  no  way  whatever  upon  the  nature  of  the 
thing  itself.  We  reject,  however,  the  idea  of  its 
being  the  result  of  past  human  labor,  as  an  essen- 


360 


CAPITAL. 


CAPITAL. 


tial  elemeut  of  the  definition.  But  Capital  itself 
is  divided  into  species ;  and  we  may  remark  this, 
that  as  the  fdndamental  conception  of  capital  de- 
pends upon  intention,  and  method  of  use,  and  not 
upon  the  nature  of  the  thing  itself,  so  a  similar 
analogy  must  be  maintained  in  the  different  vari- 
eties of  Capital  itself.  They  must  depend  upon 
the  method  of  use,  and  not  upon  the  nature  of  the 
thing. 

When  commodities  are  used  as  Capital,  they 
are  used  for  the  purpose  of  profit,  which  is  usually 
gained  by  exchanges.  But  this  may  happen  in 
two  ways. 

1.  The  entire  article  may  be  parted  with,  and 
the  whole  profit  made  in  one  operation. 

2.  Or  else  the  article  may  remain  the  property 
of  the  Capitalist,  and  he  may  derive  a  profit  from 
its  use,  either  by  letting  it  out  or  otherwise.  In 
this  case  only  a  portion  of  the  profit  is  made  in 
each  operation. 

In  the  first  case,  it  is  clear  that  the  entire  ca- 
pital, as  well  as  the  profit,  must  be  repaid  in  one 
operation.  In  the  second,  as  most  capital  wears 
out  by  use,  a  portion  of  the  income  made  at  each 
operation  goes  to  replace  the  capital,  and  a  portion 
to  profit. 

Adam  Smith  says,  B.  II.  Ch.  I.  "  There  are 
two  different  ways  in  which  a  capital  may  be 
employed  so  as  to  yield  a  revenue  or  profit  to  its 
employer. 

*^  1st.  It  may  be  employed  in  raising,  manufac- 
turing, or  purchasing  goods  and  selling  them 
again  with  a  profit.  The  capital  employed  in  this 
manner  yields  no  revenue  or  profit  to  its  employer, 
while  it  either  remains  in  his  possession,  or  con- 
tinues in  the  same  shape.  The  goods  of  the 
merchant  yield  him  no  revenue  or  profit  till  he 
sells  them  for  money,  and  the  money  yields  him 
as  little  till  it  is  again  exchanged  for  goods.  His 
capital  is  continually  going  from  him  in  one  shape, 
and  returning  to  him  in  another,  and  it  is  only 
by  means  of  such  circulation  or  successive  ex- 
changes, that  it  cau  yield  him  any  profit.  Such 
capitals  therefore  may  very  properly  be  called 
circulating  capitals. 

**  2nd.  It  may  be  employed  in  the  improvement 
of  land,  in  the  purchase  of  useful  machines  and 
instruments  of  trade,  or  in  such  like  things  as 
yield  a  revenue  or  profit  without  changing  mas- 
ters or  circulating  any  farther.  Such  capitals, 
therefore,  may  very  properly  be  called  fixed  ca- 
pitals.'' 

Adam  Smith,  therefore,  in  perfect  harmony 
with  his  fundamental  conception  of  capital,  makes 
the  distinction  between  circulating,  or  floating,  and 
fixed,  capital  to  lie  in  the  method  of  use.  He 
says,  fixed  capital  consists  chiefly, — 

''  1st.  Of  all  useful  machines,  and  instruments 
of  trade,  which  facilitate  and  abridge  labom*. 

*^  2nd.  Of  all  those  profitable  buildings,  which 
are  the  means  of  procuring  a  revenue,  not  only  to 
their  proprietor  who  lets  them  for  a  rent,  but  to 
the  person  who  possesses  them,  and  pays  that 
rent  for  them ;  such  as  shops,  warehouses,  work- 
houses, farm-houses,  with  all  their  necessary 
buildings,  stables,  granaries,  &c.  These  are  very 
different  from  mere  dwelline-houses.  They  are 
a  sort  of  instruments  of  trade,  and  may  be  con- 
sidered in  the  same  light. 

"  3rd.  Of  the  improvements  of  land,  of  what 
has  been  profitably  lai4  out  in  clearing,  draining, 


enclosing,  manuring,  and  reducing  it  into  the 
condition  most  proper  for  tillage  and  culture.  An 
improved  farm  may  very  justly  be  regarded  in  the 
same  light  as  those  useful  machines,  which  facili- 
tate and  abridge  labour,  and  by  means  of  which  an 
equal  circulating  capital  can  afford  a  much  greater 
revenue  to  its  employer.  An  improved  farm  is 
equally  advantageous,  and  more  durable  than  any 
of  those  machines,  frequently  requiring  no  other 
repairs  than  the  most  profitable  application  of  the 
farmer*s  capital  employed  in  cultivating  it. 

'^  4th.  Of  the  acquired  and  useful  abilities  of 
all  the  inhabitants  or  members  of  the  society.  The 
acquisition  of  such  talents,  by  the  maintenance 
of  the  acquirer  dming  his  education,  study,  or 
apprenticeship,  always  costs  a  real  expense,  which 
is  a  capital  fixed  and  realised,  as  it  were,  in  his 
person.  Those  talents  as  they  make  a  part  of  his 
fnture,  so  do  they  likewise  of  that  of  the  society  to 
which  he  belongs.  The  improved  dexterity  of  a 
workman  may  he  considered  in  the  same  light  as  a 
machine  or  instrument  of  trade,  which  facilitates 
and  abridges  labor,  and  which,  though  it  costs  a 
certain  expense,  repays  that  expense  with  a 
profit.** 

This  last  paragraph  is  deserving  of  especial 
notice,  because  it  has-  been  almost  universally 
supposed  that  Adam  Smith  confines  Wealth  to 
material  objects.  J.  B.  Say  and  Malthns  both 
thought  so.  But  this  is  seen  to  be  a  complete 
error,  as  he  especially  enumerates  mental  or  in- 
tellectual abilities,  and  education,  as  part  of  the 
capital  of  the  nation.  The  confusion  has  arisen 
from  Adam  Smith's  self-contradiction.  For  under 
labor,  he  classes  all  labor  as  unproductive,  which 
does  not  ^Ji  and  refdise  itself  in  some  material 
vendible  commodity.  This  passa^  quite  contra- 
dicts the  one  we  have  just  quoted,  and  it  is  the 
one  on  labor,  which  authors  have  chiefly  re- 
garded.    (Labor.) 

181.  CircuUting  Capital,  Adam  Smith  says 
consists  of — 

1st.  Of  the  money  by  means  of  which  all  the 
other  three  are  circulated  and  distributed  to  their 
proper  consumers. 

2nd.  Of  the  stock  of  provisions,  which  are  in 
the  possession  of  the  butcher,  the  grazier,  the 
farmer,  the  com  merchant,  the  brewer,  &c.,  and 
from  the  sale  of  which,  they  expect  to  derive  aprofit. 

drd.  Of  the  materials,  whether  altogether 
rude,  or  more  or  less  manufeustured,  of  .clothes^ 
furniture  and  building,  which  are  not  yet  made 
up  into  any  of  those  three  shapes,  but  which  re- 
main in  the  hands  of  the  growers,  the  manufac- 
turers, the  mercers  and  drapers,  the  timber  mer- 
chants, the  carpenters  and  joiners,  the  brick- 
makers,  &c. 

4th  and  Last.  Of  the  work  which  is  made  up 
and  completed,  but  which  is  still  in  the  hands  of 
the  merchant,  or  manufacturer,  and  not  yet  dis- 
posed of  or  distributed  to  the  proper  consumers ; 
such  as  the  finished  work  which  we  frequently 
find  ready-made  in  the  shops  of  the  smith,  the 
cabinet-maker,  the  goldsmith,  the  jeweller,  the 
china-merchant,  &c.  The  circulating  capital  con- 
sists in  this  manner  of  the  provisions,  materials, 
and  finished  work  of  all  kinds  that  are  in  the 
hands  of  their  respective  dealers,  and  of  the 
money  that  is  necessary  for  circulating  and  dis- 
tributing them  to  those  who  are  finally  to  use  or 
to  consume  them. 
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*'  Of  these  four  parts,  three,  provisions,  materials, 
and  finished  work,  are,  either  annnally,  or  in  a 
longer  or  shorter  period,  regnlarly  withdrawn 
from  it,  and  placed  either  in  the  fixed  capital,  or 
in  the  stock  reserved  for  immediate  consumption. 

^  Every  fixed  capital  is  both  originally  derived 
from,  and  requires  to  be  continually  supported  by 
a  circulating  capital.  All  useful  machines,  and 
instruments  of  trade,  are  originally  derived  from 
a  circulating  capital,  which  furnishes  the  materials 
of  which  they  are  made,  and  the  maintenance  of 
the  workmen  who  make  them.  They  require, 
too,  a  capital  of  the  same  kind  to  keep  them  in 
constant  repair.  *' 

182.  It  is  clearly  to  be  understood  that  it  is 
according  to  the  method  in  which  any  article  of 
Capital  is  used,  and  not  according  to  its  nature,  that 
it  receives  the  name  of  fixed  or  circulating.  The 
same  article  may  receive  different  nAmes  accor- 
ding as  it  passes  to  different  owners,  who  produce 
it,  or  cause  it  to  be  produced  for  different  purposes. 
The  same  article  may  be  floating  capital  in  the 
hands  of  one  man,  and  Jixed  capital  in  the  hands 
of  its  next  possessor,  if  the  first  produces  it  for 
the  purpose  of  selling  it,  and  the  second  pur- 
chases it  for  the  purpose  of  deriving  an  income 
from  its  use. 

The  distinction  may  also  be  stated  thus.  That 
if  the  whole  price  of  an  article  is  paid  out  of  the 
current  income  of  the  country,  it  is  floating  capi- 
tal; but  if  only  the  interest,  or  revenue  derived 
from  its  use,  then  it  infixed  capital.  This  distinc- 
tion is  often  overlooked,  and  the  term  fixed  capital 
is  applied  to  articles  of  a  certain  nature.  Thus 
houses,  lands,  machinery,  railways,  and  ships  are 
frequently  termed  fixed  capital.  But  this  is  an 
error.  If  a  person  employs  his  capital  in  build- 
ing houses  for  the  purpose  of  selling  them  again 
immediately,  they  are  floating  capital  in  his  hands, 
for  their  price  is  paid  in  one  operation.  This  is 
by  no  means  uncommon.  But  if  another  man 
buys  them  for  the  purpose  of  letting  them  out  to 
tenants,  and  so  only  deriving  a  revenue  for  his 
capital,  they  become  fixed  capital  in  his  hands. 
Many  persons  buy  land  on  speculation,  for  the 
purpose  of  selling  it  again  at  a  profit.  The  land 
in  the  hands  of  these  jobbers  is  floating  capital, 
but  if  another  man  buys  that  land  for  the  purpose 
of  letting  it  out  to  faimers,  or  cultivating  it  him- 
self, and  so  only  making  a  revenue  of  it,  it  becomes 
fixed  capital  to  him.  It  is  the  same  with  ma- 
chinery. To  the  machine  maker,  who  makes  it 
for  the  purpose  of  selling  it  to  the  manufacturer, 
it  is  floating  capital.  In  the  hands  of  the  manu- 
facturer, who  buys  it  for  the  purpose  of  increasing 
the  quantity  of  his  productions  by  its  use,  and  so 
only  making  a  profit  of  it,  it  becomes  fixed  capital. 
Hence  we  may  state  generally  that  all  articles, 
whatever  be  their  nature,  while  they  are  in  the 
hands  of  a  person  who  deals  in  them,  that  is,  who 
produces  or  buys  them  for  the  purpose  of  selling 
them  again  with  a  profit,  as  soon  as  he  can,  are 
floating  capital.  As  soon  as  they  pass  into  the 
hands  of  a  person  who  only  makes  a  proflt  by 
interest  derivable  from  their  use,  they  are  fixed 
capital. 

183.  The  articles  we  have  just  mentioned  are, 
it  is  true,  generally  produced  with  the  intention 
of  their  ultimately  becoming  fixed  capital ;  but 
we  have  shewn  that  they  may  or  they  may  not 
be  fixed  capital  when  they  are  produced,  accord- 


ing to  different  circumstances;  and  unless  we 
know  what  these  circumstances  are,  it  is  impos- 
sible to  decide  which  name  is  to  be  given  to  them. 
It  may  also  be  easily  shewn  how  articles  which 
are  usually  classed  as  floating  capital  may  be- 
come fixed  capital.  Furniture  and  clothes  would 
usually  be  termed  floating  capital,  because  ther 
are  generally  made  for  the  purpose  of  being  sold. 
But  if  a  person  made  them  for  the  purpose  of 
only  letting  them  out  for  hure,  they  would  become 
fixed  capitol  in  his  hands.  An  ordinary  tailor 
usually  makes  clothes  to  be  sold  to  his  customers; 
they  are  therefore  floating  capital  to  him.  But 
in  the  hands  of  a  person  who  lets  out  uniforms 
and  dresses  for  particular  occasions,  they  become 
fixed  capita],  just  as  much  fixed  capital  as  a 
house  or  a  mill.  So  if  an  upholsterer  lets  out 
furniture  for  hire,  it  becomes  fixed  capital  as 
much  as  any  railway. 

We  thus  see  how  improper  it  is  to  apply  the 
term  either  of  floating,  or  fixed,  capital  to  any 
object,  whatever  be  its  nature,  unless  we  know 
the  intention  of  its  owner  in  using  it.  There  are 
very  few  articles  to  which  the  name  of  fixed 
capital  may  be  invariably  applied — none  to  which 
it  is  necessarily  applied.  Those  to  which  it  may 
be  applied  with  the  least  risk  of  error  are  rail- 
ways, canals,  docks,  and  agricultural  improve- 
ments. The  instances  are  very  rare  in  which 
railways,  &c.  are  made  for  the  purpose  of  being 
sold.  If  that  did  happen,  they  would  have  to  be 
called  floating  capital  m  the  hands  of  such  a  per- 
son, or  such  a  company.  Nor  are  there  any 
articles  which  are  necessarily  floating  capital. 
The  mode  of  expending  capital  which  is  almost 
invariably  floating  capitel,  is  the  wages  of  labour. 
In  all  ordinary  cases  in  this  country  the  wages  of 
of  labor  are  floating  capital.  But  in  slave  coun- 
tries the  case  is  Afferent :  there  a  slave  is  fixed 
capital,  like  any  machine.  The  same  thing  oc- 
curs, to  a  certain  extent,  in  this  country,  where 
people  sometimes  enter,  as  it  were,  into  a  species 
of  modified  servitude.  It  is  not  unusual  for  emi- 
nent singers  and  musicians  to  contract  to  serve 
the  large  music-sellers  for  a  definite  period,  during 
which  their  employer  has  the  right  to  let  them 
out  for  hire  on  occasions,  like  instruments  or 
plate. 

184.  To  the  capitalist  who  lives  merely  on 
the  profits  of  his  capital,  it  may  make  vety  little 
difference  whether  he  reaps  that  profit  in  one 
operation,  or  in  many,  as  the  result  must  always 
be  the  same  to  him  in  the  end.  But  to  the  class 
of  persons  who  live  by  their  daily  labor — ^the 
workmen  in  his  business — the  difference  in  the 
mode  of  employing  capital  may  make  a  very 
great  difference.  Thus,  if  the  builder  of  a  ship 
means  to  sell  it  immediatelv,  and  be  paid  the 
whole  price  for  it  at  once,  he  will  employ  that 
money  in  building  another  ship;  and  the  frdl 
amount  of  the  price  of  the  ship,  deducting  the 
part  which  goes  to  support  himself,  will  be  ex- 
pended in  the  wages  of  the  shipwrights,  and  on 
the  producers  of  Sie  materials  for  tihe  new  ship. 
In  this  case  it  is  floating  capital.  But  if  the 
builder  of  the  ship  changes  his  purpose,  and 
only  lets  it  out  for  hire,  and  only  receives  a 
periodical  instalment  for  its  use,  he  can  only  em- 
ploy that  part  which  represents  the  deterioration 
m  building  a  new  ship.  Consequently,  if  he 
changes  the  nature  of  his  business  very  suddenly, 
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that  is,  if  he  snddenlj  changes  his  floating  into 
fixed  capital,  the  fond  applicable  to  the  promotion 
of  labor  will  be  greatly  diminished,  and  it  mast 
infallibly  cause  great  distress  amone  the  persons 
who  were  dependent  on  him  for  tneir  support. 
By  seeking  other  employments  they  may,  perhaps, 
ultimately  be  as  well  off  as  before ;  but  it  is  quite 
clear,  that  if  a  large  number  of  persons  hare  been 
accustomed  to  have  a  particular  kind  of  labor 
found  for  them,  any  sudden  change  by  which  the 
system  is  disorganized,  must  produce  at  least 
temporary  distress.  It  might  be  said  that  the 
capital  of  the  purchaser  of  the  ship,  instead  of 
going  to  the  builder  of  the  ship,  and  being  spent 
among  that  class  of  workmen,  mi^ht  be  employed 
in  encouraging  other  species  of  mdustry,  so  that 
the  result  to  the  whole  community  would  be  the 
same.  But  the  overthrow  of  any  system  upon 
which  a  great  number  of  people  depend,  must  be 
followed  by  much  suffering.  It  appears,  then, 
that  the  conversion  of  floating  into  fixed  capital 
requires  to  be  done  with  much  caution,  and  only 
in  certain  quantities  at  a  time,  to  avoid  its  being 
injurious  to  the  interests  of  large  classes  of  per- 
sons. And  if  a  lar^e  class  of  the  public  are  seized 
with  a  sudden  mania  to  convert  an  unusual  quan- 
tity of  their  floating  into  fixed  capital,  it  must 
inevitably  be  followed  by  at  least  temporary  dis- 
tress. The  truth  of  these  remarks  was  conspi- 
cuously verified  by  the  universal  distress  through- 
out the  country,  at  the  time  of  the  great  railway 
mania  in  1846,  and  subsequent  years.  The  first 
railways  were  successful  beyond  aJl  expectation. 
In  a  few  years  a  complete  mania  for  buying  rail- 
way shares,  and  constructing  new  ones,  seized  the 
people.  Traders  withdrew  their  capital  from 
their  legitimate  business  to  invest  it  m  railway 
stock.  They  changed  it  from  floating  into  fixed 
capital.  Every  one  knows  the  consequences. 
The  most  intense  distress  pervaded  the  country 
for  many  years.  The  frightful  sums  lavished  on 
these  undertakings,  has  sunk  their  value  for  a 
long  period  of  years ;  and,  judging  by  the  present 
value  of  railway  stock,  nearly  one- third  of  the 
money  invested  in  them  has  been  lost  for  the 
present. 

185.  The  distinction  between  floating  and  fixed 
capital,  as  stated  above,  and  which  entirely  coin- 
cides with  that  propounded  by  Adam  Smith,  pre- 
sents one  that  is  clearly  founded  in  nature,  and 
one  which  is  attended  with  important  conse- 
quences. Moreover,  it  is  in  harmony  with  the 
fundamental  conception  of  capital  itself,  because 
it  is  clearly  foundea  on  a  difference  in  the  method 
of  use.  Ricardo  totally  failed  to  see  the  true 
ground  of  the  distinction,  and  has  introduced  a 
new  one,  which  has  been  a  source  of  much  con- 
fusion.   He  says,  p.  25, — 

**  In  the  former  section,  we  have  supposed  the 
implements  and  weapons  necessary  to  kill  the 
deer  and  salmon  to  be  equally  durable,  and  to  be 
the  result  of  the  same  quantity  of  labor,  and  we 
have  seen  that  the  variations  in  the  relative  value 
of  deer  and  salmon  depended  solely  on  the  vary- 
ing quantities  of  labor  necessary  to  obtain  them ; 
but  in  every  state  of  society  the  tools,  implements, 
buildings,  and  machinery  employed  in  different 
trades  may  be  of  various  degrees  of  durability, 
and  may  require  different  portions  of  labor  to 
produce  them.  The  proportions,  too,  in  which 
the  capital  that  is  to  support  labor,  and  the  ca-  I 


pital  that  is  invested  in  tools,  machinery,  and 
building,  may  be  variously  combined.  This  dif- 
ference m  the  degree  of  durability  of  fixed  capital, 
and  this  variety  in  the  proportions  in  which  the 
two  sorts  of  capital  may  be  combined,  introduce 
another  cause,  besides  the  greater  or  less  quantity 
of  labor  necessary  to  produce  commodities  for  the 
variations  in  their  relative  value — this  cause  is 
the  rise  or  fall  in  the  value  of  labor. 

'*  The  food  and  clothing  consumed  by  the  la- 
borer, the  buildings  in  which  he  works,  the  imple- 
ments with  which  his  labor  is  assisted,  are  all  of 
a  perishable  nature.  There  is,  however,  a  vast 
difference  in  the  time  for  which  these  different 
capitals  will  endure:  a  steam-engine  will  last 
longer  than  a  ship,  a  ship  than  the  clothing  of 
the  laborer,  and  the  clothing  of  the  laborer  longer 
than  the  food  which  he  consumes. 

^*  According  as  capital  is  rapidly  perishable j  and 
requires  to  beJrequetUfy  reproduced^  or  is  of  slow 
consumption^  it  is  classed  under  the  heads  qfcircu-^ 
laHng  or  fixed  capitaL  A  brewer  whose  buildings 
and  machinery  are  valuable  and  durable,  is  said 
to  employ  a  large  i)ortion  of  fixed  capital ;  on  the 
contrary,  a  shoemaker  whose  capital  is  chiefly  em- 
ployed in  payment  of  wages  which  are  expended 
on  food  and  clothing,  commodities  more  perish- 
able than  buildings  and  machinery,  is  said  to 
employ  a  large  proportion  of  his  capital  as  clrcn- 
lating  capital. 

*'*'  It  is  also  to  be  observed  that  the  circulating 
capital  may  circulate  or  be  returned  to  its  em- 
ployer in  very  unequal  times.  The  wheat 
bought  by  a  farmer  to  sow,  is  comparatively  a 
fixed  capital  to  the  wheat  purchased  by  a  baker 
to  make  into  loaves.  One  leaves  it  in  the  ground, 
and  can  obtain  no  return  for  a  year ;  the  other 
can  get  it  ground  into  fiour,  sell  it  as  bread  to 
his  customers,  and  have  his  capital  fr^  to  renew 
the  same,  or  commence  any  other  employment  in 
a  week. " 

The  reader  will  at  once  perceive  that  this  is  a 
distinction  of  a  totally  different  nature  from  that 
of  Adam  Smith.  It  is  contrary  to  the  funda- 
mental conception  of  capital.  Bicardo  himself 
says  in  a  note  to  the  above  passage,  **  A  division 
not  essential,  and  in  which  the  line  of  demarca- 
tion cannot  be  accurately  drawn.**  This  last 
observation  is  perfectly  true,  it  is  utterly  im- 
possible to  draw  any  line  whatever,  founded  in 
such  a  principle.  Articles  are  of  all  sorts  and 
degrees  of  durability,  and  if  durability  be  the 
criterion  between  fixed  and  fioating  capital,  it  is 
wholly  impossible  to  tell  where  one  shades  off 
into  the  other.  It  is  a  violation  of  the  Law  of 
Continuity. 

186.  The  considerations  we  have  presented  of 
the  nature  of  capital  entirely  overthrow  many  of 
the  established  doctrines  of  capital.  That  is,  the 
very  same  remark  is  applicable  to  them  that  Dr. 
Whately  has  applied  to  value,  and  the  same  thing 
must  be  done  to  them  as  we  have  already  done  to 
the  definition  of  capital.  They  must  be  cleared 
of  accidental  circumstances.  Thus,  one  of  the 
received  doctrines  of  capital  is,  that  it  necessarily 
wears  out,  and  is  all  replaced  out  of  income. 
Thus,  Adam  Smith  says,  Book  n.,  ch.  I., — 

**  Every  fixed  capital  is  both  originally  derived 
from,  and  requires  to  be  continually  supported  by, 
a  circulating  capital.  All  useM  machines  and 
instruments  of  trade  aice  originally  derived  from 
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a  circolatiiig  capital,  which  fornishes  the  materials 
of  which  they  are  made,  and  the  maintenance  of 
the  workmen  who  make  them.  They  reqnire, 
too,  a  capital  of  the  same  kind  to  keep  them  in 
constant  repair.'* 

This  doctrine  has  been  repeated  in  different 
varieties  of  form  by  nearly  every  Economist  since 
Adam  Smith.  Thus,  J.  B.  Say  says,  besides  what 
we  have  already  quoted  in  §  22,  at  p.  573, — 

"•  Un  tel  langage,  messieurs,  est  tout-^-fait  en 
arri^re  de  T^tat  actnel  de  nos  connoisances  6co- 
nomiqnes.  II  est  de  I'essence  des  capitaux,  non 
d'etre  inconsommables,  mais  an  contraire  de  se 
consommer.  lis  ne  peavent  servir,  qa*en  se  con- 
sommant  sons  une  forme,  pour  reparaltre  sous 
une  antre;  et  mSme  plus  la  consommation  en  est 
prompte,  et  moins  long  temps  on  en  perd  Tintlret. 
Anssi  qnand  on  a  une  portion  de  capital  en 
argent,  cherche-t-on  k  la  transformer  le  plus  tot 
possible  en  une  marchandise  consommable,  on  en 
main  d'oeuvre,  qui  est  aussi  une  denr^  consom- 
mable. Tant  qu*un  capital  reste  en  ^cns,  il  pent 
etre  destine  k  faire  des  avances  k  la  production 
mais  il  n*en  fait  point  encore ;  pour  devenir  utile, 
il  font  qu*on  le  troque  contre  des  objets  de  con- 
sommation.'* 

19  ow,  it  may  be  necessary  here  to  inform  our 
readers,  that  by  consommation  J.  B.  Say  means 
destmction.  (Consttmption.)  This  is  one  of  the 
fundamental  errors  of  his  system  of  Political  Eco- 
nomy, which  we  have  fully  examined  in  its  proper 
place.  But  the  meaning  of  the  above  passage  is, 
that  Capital  is  necessarily  destroyed  to  be  repro- 
duced. But  here  we  have  one  of  his  incon- 
sistences, for  he  fully  admits  money  to  be  a 
species  of  Capital,  and  yet  money  is  in  no  way 
destroyed  in  performing  an  exchange. 

Mr.  J.  S.  Mill  has  adso  been  unfortunately  led 
to  adopt  the  same  doctrine,  as  one  of  the  funda- 
mental theorems  respecting  capital,  p.  87, — 

**  A  third  fundamental  theorem  respecting  Ca- 
pital, closely  connected  with  the  one  last  discussed, 
is,  that  sdthough  saved,  and  the  result  of  saving, 
it  is  nevertheless  consumed.  The  word  saving 
does  not  imply  that  what  is  saved  is  not  consumed, 
but  only  that  it  is  not  consumed  by  the  person 
who  saves  it.  If  merely  laid  by  for  future  use, 
it  is  said  to  be  hoarded ;  and  while  hoarded,  is  not 
consumed  at  all.  But  if  employed  as  capital,  it 
is  all  consumed,  not  indeed  by  the  capitalist,  but 
by  his  workpeople.  Part  is  exchanged  for  tools 
or  machinery,  which  are  worn  out  by  use :  part 
for  seed  or  materials,  which  are  destroyed  as  such 
by  being  sown,  or  wrought  up,  and  destroyed 
altogether  by  the  consumption  of  the  ultimate 
product.  The  remainder  is  paid  in  wages  to  pro- 
ductive laborers,  who  consume  it  for  their  daily 
wants,  or  if  they  in  turn  save  any  paat,  this  also 
is  not,  generally  speaking  hoarded,  but  (through 
saving  banks,  benefit  clubs,  or  some  other  chan- 
nel), re-employed  as  capital,  and  consumed. 

^^  The  principle  now  stated  is  a  strong  example 
of  the  necessity  of  attention  to  the  most  elemen- 
tary truths  of  our  subject ;  for  it  is  one  of  the 
most  elementary  of  them  all,  and  yet  no  one  who 
has  not  bestowed  some  thought  on  the  matter  is 
habitually  aware  of  it,  and  most  are  not  willing 
to  admit  it  when  first  stated." 

187.  When  we  come  to  examine  the  nature  of 
capital,  according  to  the  extent  of  it  explained  in 
the  preceding  paragraphs,  we  shall  see  that  this 


proposition  is  only  one  of  that  large  class  to  which 
Dr.  Whately's  remarks  on  Value  are  applicable. 
It  so  happens,  that  it  is  true  with  reference  to  a 
very  large  portion  of  capital,  but  as  a  general 
proposition  regarding  all  capital  it  is  utterly 
untenable.  In  the  first  place  it  is  altogether 
inapplicable  to  that  immense  mass  of  incorporeal 
capital,  in  the  form  of  shares  and  stock,  which 
we  have  described.  A  man  who  purchases 
X10,000  of  Bank  of  England  Stock  acquires  so 
much  fixed  capital.  How  does  that  wear  out  ?  or 
how  is  it  consumed  ?  How  is  it  consumed  and 
reproduced  ?  If  a  publisher  buys  the  copyright 
of  a  valuable  work,  it  is  fixed  capital  to  him,  but 
how  is  it  consumed  and  reproduced  ?  No  doubt 
the  law  at  present  says  that  it  shall  not  last  as 
private  property  more  than  42  years,  and  then 
gives  it  to  the  public,  just  as  if  one  were  to  give 
land  to  the  public;  but  supposing  copyright  to 
be  allowed  to  exist  beyond  that,  and  supposing 
the  public  demand  to  continue  for  the  work,  how 
can  this  capital  be  possibly  be  said  to  be  consumed 
and  reproduced  ?  How  could  the  income  of  this 
capital  in  any  way  whatever  be  applied  to  repair 
the  loss  or  diminution  of  the  capital  ?  Nothing 
whatever  could  impair  or  increase  the  vsJue  of 
the  capital,  but  a  diminution  or  increase  of  the 
demand  of  the  public.  If  it  were  not  for  this 
arbitrary  law  we  might  have  a  "Shakespeare 
estate",  or  a  "Milton  estate",  or  a  "Gibbon 
estate"  as  permanent  and  enduring  as  the  land 
itself.  It  is  no  doubt  a  very  dangerous  thing  to 
prophecy  about  the  public  taste,  but  if  there  were 
one  prophecy  of  the  smallest  degree  of  dancer,  we 
might  we  think  hazard  the  one  that  the  demand 
for  Lord  Macaulay's  Works  will  last  as  long  as 
the  English  race  and  language,  and  beyond  them. 
We  think  it  a  perfectly  safe  prophecy  to  say  that 
the  copyright  in  Macaulay's  works  woidd  be 
fixed  capital  to  its  owner,  if  permitted  to  subsist, 
for  centuries  to  come.  Aiid  it  would  be  nationad 
wealth  in  every  sense  of  the  word,  as  much  as 
any  goods  or  commodities,  and  how  can  we  pos- 
sibly say  that  this  capital  is  worn  out  or  destroyed, 
to  be  reproduced  ?  The  very  same  remarks  are 
applicable  to  the  land  itself*  It  is  true  that  when 
applied  to  particular  purposes  its  qualities  do  wear 
out,  and  require  to  be  constantly  renewed,  at  a 
considerable  expense  of  money  and  labor,  as  when 
it  is  applied  to  agricultural  purposes.  But  there 
are  other  purposes  to  which  it  may  be  applied, 
in  which  it  is  not  worn  out,  and  does  not  require 
renewal.  If  I  possess  an  estate  in  the  country 
and  let  it  out,  it  is  capital  to  me,  and  there,  no 
doubt,  the  land  may  be  said  to  want  renewing, 
and  the  qualities  of  the  land  are  absorbed  and 
destroyed  in  the  produce.  But  if  I  have  an  estate 
in  the  heart  of  London,  which  produces  me  an 
annual  income,  how  do  the  qualities  of  that  land 
wear  out,  or  how  are  they  reproduced  ?  An  acre 
of  land  there  is  worth  very  nearly  £1,000,000,  that 
is  to  say  it  produces  an  income  to  its  owner  equal 
to  that  of  £1,000,000  invested  in  any  other  way. 
But  how  is  it  consumed  and  reproduced  ? 

Now  it  so  happens,  it  is  true,  that  there  is  a 
very  considerable  portion  of  Capital  to  which  that 
proposition  may  be  applied,  but  there  is  also  Ca- 
pital to  the  amount  of  thousands  of  millions,  to 
which  it  is  wholly  inapplicable,  and  consequently 
as  a  general  or  fandamental  theorem,  it  must  be 
entirSy  rejected. 
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188.  There  is  another  proposition  which  we 
believe  was  originated  by  Bentham,  and  which 
Mr.  Mill  calls  fundamental,  namely,  that  industry 
is  limited  by  Capital.  Now  the  fact  is,  that  this 
proposition  has  no  definite  meaning  at  all,  until 
we  settle  what  Capital  is.  In  the  terms  in  which 
Bentham  meant  it,  it  is  undoubtedly  a  complete 
fallacy ;  for  he  had  no  notion  of  Capital,  except 
material  products.  And,  in  fact,  the  disquisition 
on  the  proposition  is  so  mixed  up  with  the  mean- 
ing  of  production,  from  the  interpretation  of  which 
as  used  by  a  considerable  number  of  Economists 
we  so  entirely  dissent,  that  it  would  be  too  long 
to  discuss  the  matter  here.  (Production.) 

But  we  must  stop  to  point  out  one  great  follacy 
of  J.  B.  Say's,  whose  notions  of  Cr^it  we  have 
examined  e^where.  (Credit.)  He  says,  Vol.  I., 
p.  187,— 

"  La  nature  des  capitaux,  la  nature  de  leurs 
fonctions,  nous  d6convrent  des  viritcs  assez  im- 
portantes.  L*une  d*elles  est  que  les  capitaux 
productifs  ne  consistent  point  en  valours  fictives, 
et  de  convention,  mais  seulement  en  valeurs 
rdelles,  et  intrinsdques,  que  leurs  possesseurs 
jugent  h.  propos  de  consacrer  h,  la  production.  £n 
e£ret,  on  ne  pent  acheter  des  services  productifs 
qu*  avec  des  objets  materiels  ayant  une  valeur  in- 
trins^ue;  on  ne  pent  amasser  en  capitaux  et 
transmettre  h  une  personne,  que  des  valeurs  in- 
corporees  dans  des  objets  materiels.** 

What  ?  Will  not  a  bank  note  (which  he  calls 
a  fictitious  value)  purchase  productive  service  of 
all  sorts  as  well  as  money  P  Is  it  not  absolutely 
certain  that  instruments  of  credit  perform  exactly 
the  same  function  in  circulation  that  money  does  ? 

We  have  shewn  already  the  great  error  of 
calling  instruments  of  credit  fictitious  values. 
They  are  real  values,  but  future.  We  have  more- 
over shown  from  Say  himself,  that  he  has  contra- 
dicted himself  in  saying  that  nothing  but  values 
incoi*porated  in  material  objects,  can  be  amassed 
and  transferred. 

189.  We  have  observed  that,  if  the  owner  of 
an  article  disposes  of  its  use  for  ever,  or  sells  it, 
the  price  should  be  sufficient  to  replace  the  article, 
toother  with  the  profits.  When  he  only  lets  it, 
the  rent,  or  hire,  is  composed  of  one  part  for  the 
deterioration  of  the  article,  and  the  other  for  the 
necessary  profits.  From  this  it  follows,  that  the 
more  permanent  the  article  is,  the  lower  will  be 
the  rent,  or  hire,  compared  to  the  price,  because, 
assuming  the  profits  to  be  the  same,  the  deteriora- 
tion is  less  during  any  given  time.  If  it  be  of  a 
perishable  nature,  the  hire  wOl  be  high  compared 
with  the  price,  because  the  deterioration  will  be 
great.  A  few  cases  will  verify  this  remark.  The 
rent  of  land  is  very  low  compared  with  the  price, 
usually  not  more  than  3  or  4  per  cent.,  because 
the  deterioration  is  very  small.  The  rent  of 
houses  is  much  greater  compared  to  their  price, 
usually  8  or  9  per  cent,  because  the  deterioration 
is  greater.  The  hire  of  furniture  is  considerably 
more,  usually  15  or  20  per  cent.,  because  the 
deterioration  is  greater  still,  and  so  on,  so  that 
the  hire  must  iUways  be  greater  as  the  deteriora- 
tion increases.  From  this  it  follows  that  the  hire 
must  always  be  greater  as  the  deterioration 
increases. 

190.  From  the  observations  in  the  preceding 
paragraphs  we  obtain  as  the  fundamental  concep- 
tion'of  Political  Economy  that, — 


DEMAND  IS  THB  oHtT  SOURCE  of 
VALUE. 

We  may  have  things  of  Value  npon  which  no 
labor  has  been  bestowed,  and  we  may  have  things 
upon  which  immense  labor  has  been  bestowed, 
and  yet  have  no  value. — 

Therefore  Labor  is  not  the  Essence  but  the 
Accident  of  Vai.ub. 

We  may  have  things  of  Value  of  all  degrees  of 
durability,  from  perpetuity  down  to  those  which 
perish  in  the  using ;  also  we  may  have  things  of 
all  degrees  of  durability  from  perpetuity  down- 
wards, which  have  no  value. — 

Therefore  Durability  is  not  the  Essrncb,  fnit 
the  AcciDBNT  of  Value. 

We  have  shewn  that  there  is  property  of  gi- 
gantic magnitude  which  is  wholly  incorporeal,  or 
immaterial,  which  is  of  enormous  Value;  also 
there  are  abundance  of  things  which  are  material, 
which  have  no  value. — 

Therefore  MATSRiAiiiTT  is  not  the  Esssncb, 
btU  the  Accident  of  Value. 

Hence  neither  labor,  durability,  nor  materiality 
is  separately  the  essence  of  Value,  they  are  only 
the  accidents  of  Value,  nor  is  any  combination  of 
them  necessary  to  Value. 

But  on  the  other  hand  whatever  men  desire,  or 
want,  has  value,  whatever  they  do  not  desire,  or 
want,  has  no  value.  Whenever  human  desire  is 
shed  on  any  object  it  has  value,  when  human 
desire  passes  away  from  it,  it  ceases  to  have 
value. 

Thus  demand  is  the  only  source  of  value,  and 
the  measure  of  value  is  what  men  will  give  to 
obtain  what  they  want. 

191.  Speaking  strictly,  anything  is  a  measure 
of  value,  which  has  the  capacity  of  being  ex- 
changed. In  former  times  when  barter  prevailed, 
and  commodities  were  exchanged,  directly,  each 
of  course  was  the  measure  of  the  other. 

In  modern  times,  however,  since  the  introduc- 
tion of  money,  money  has  been  usually  considered 
as  the  measure  of  value.  And,  therefore,  it  has 
been  said  by  Aristotle,  that  demand  Is  the  origin 
of  value,  and  money  is  the  measure  of  value. 

But  though  the  introduction  of  money  produces 
great  advantages  in  commerce,  and  is  found  to 
have  great  convenience,  yet  it  in  no  way  alters 
the  nature  of  the  thing.  And  though  it  is  usual 
to  speak  of  money  as  the  measure  of  the  value  of 
commodities  and  services,  yet  commodities  and 
services  are  equally  the  measure  of  the  value  of 
money. 

If  one  man  is  willing  to  give  another  50s.  for 
a  quarter  of  wheat,  that  50s.  measures  the  value  of 
the  wheat  to  him.  If  the  other  is  willing  to  give 
a  quarter  of  wheat  for  the  50s.,  that  quarter  of 
wheat  measures  the  value  of  the  50s.  to  him. 

Thus  value  springs  from  the  reciprocal  wants 
of  men.  Nothing  can  have  value  independently 
per  se.  The  value  of  m^  produce  consists  in 
this,  that  some  one  else  will  give  me  something 
for  it ;  the  value  of  that  other  person^s  produce 
consists  in  this,  that  I  will  give  him  something 
for  it.  If  each  of  us  have  things  which  the  other 
docs  not  want,  those  things  have  no  value.  Or  if 
one  has  things  which  the  other  wants,  but  the 
other  has  no  things  which  the  first  wants,  there 
can  still  be  no  exchange,  and  consequently  no 
value.    Hence  we  see  that  Vaiue  indispentabUf 
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requires  the  concurrence  of  two  minds.  As  Mr. 
Samael  Bailey  says,  (Bailbt,)  Value  is  like  dis- 
tance,  it  denotes  an  external  relation  between  two 
objects.  It  is  also  like  weight,  which  denotes  the 
force  of  attraction  between  two  objects.  To 
suppose  that  an  isolated  object  can  have  valne, 
is  as  absurd  as  to  suppose  that  an  isolated  object 
can  have  distance,  or  that  an  isolated  body  can 
have  weight. 

192.  Hence  we  observe  that  in  order  that  any 
object  should  have  value  we  must  bestow  our  labor 
upon  something  some  one  else  wants,  and  all 
labor  bestowed  upon  anything  which  no  one 
wants,  is  labor  thrown  away  and  lost. 

Hence  in  order  to  make  labor  profitable,  we 
must  observe  what  things  are  wanted,  or  what 
things  have  value,  and  bestow  our  labor  on  them. 

Therefore  it  is  perfectly  clear  that,  It  is  not 
Jjobor  which  is  the  cause  of  Value^  but  it  is  Value 
that  attracts  Labor. 

193.  There  are  many  things  we  want  that  we 
mnst  labor  for  ourselves ;  a  man  will  often  pro- 
duce himself  what  he  requires.  In  such  cases 
we  do  not  consider  whether  the  labor  is  worth 
the  produce,  because  we  should  only  be  too  glad 
to  obtain  the  produce  without  the  labor,  but  we 
consider  whether  the  produce,  or  enjoyment,  is 
worth  the  labor,  or  trouble. 

If  a  man  were  told  that  by  making  a  long 
journey  he  would  see  something  very  remarkable, 
and  if  believing  this,  he  incurred  a  great  expense 
and  trouble,  and  found  nothing  worth  seeing,  he 
would  say  that  he  had  lost  his  pains  and  money ; 
he  would  never  suppose  that  the  worth  of  what 
he  saw  depended  upon  the  trouble  and  expense  of 
his  journey.  On  the  contrary,  he  would  consider 
whether  the  worth  of  what  he  saw,  recompensed 
him  for  the  trouble  and  expense  of  the  journey. 

A  man  in  London,  hearing  of  the  beauty  of  the 
ruins  in  Upper  Egypt,  goes  to  a  great  expense 
and  trouble  to  go  to  see  them.  Does  the  beauty 
of  the  ruins  in  Upper  Egypt  depend  on  the  length 
and  expense  of  the  journey  P  Is  it  ifbt  plain  that 
our  traveller  bestows  great  expense  and  trouble 
in  going  to  Upper  Egypt,  because  he  thinks  the 
beauty  of  the  ruins  worth  the  expense  and  trouble  P 
He  would  only  be  too  glad  if  some  kind  fairy 
would  whisk  him  from  London  to  Thebes  in  the 
twinkling  of  an  eye. 

Hence,  universally,  it  is  not  the  labor  which 
gives  value  to  the  product,  but  the  product  which 
gives  value  to  the  tabor, 

194.  Hence  we  see  that  Value  resides  alto- 
gether in  the  mind.  We  must  entirely  expel  all 
notions  of  Labor,  Materiality,  or  Durability  from 
the  definition  of  Value.  Whatever  men  desure, 
and  wiU  give  anything  for,  is  an  Economical  Ele- 
ment, no  matter  whether  it  is  material,  or  imma- 
terial, whether  it  lasts  for  ever,  or  only  for  a 
second.  And  this  for  no  other  reason  whatever 
thim  because  men  think  them  equal,  and  will  give 
the  same  quantity  of  things  to  obtain  them. 

Exactly  in  the  same  way  we  may  have  a  pound 
weight  of  air,  a  pound  weight  of  lead,  of  water, 
of  iron,  of  cheese,  of  bread,  of  butter,  of  milk,  of 
wine,  of  clay,  of  wood,  of  sugar,  of  gunpowder. 
Does  their  materiality,  or  their  durabUity,  or  the 
labor  in  producing  them  influence  their  weight  P 
Certainly  not.  Why  are  they  all  of  equal  weight  P 
For  the  very  sunple  reason — ^that  they  all  weigh 
a  pound! 


It  is  just  the  same  with  Economical  Elements. 
Whatever  may  be  exchanged  for  a  pound,  is  an 
Economical  Element,  whether  it  be  material  or 
immaterial,  durable  or  perishable,  and  these  ele- 
ments are  all  equal  in  value,  and  why  P  For  the 
very  simple  reason — that  they  are  all  equal  in 
value  to  a  pound ! 

195.  We  hope  that  we  have  satisfied  our  read- 
ers that  labor,  materiality,  and  dnrability,  must 
all  be  dismissed  from  the  conception  of  Value. 
There  is  one  thing  more  specious  still,  which  has 
been  advocated  by  very  able  Economists,  as  the 
source  of  Value — ^namely,  Utility.  Thus,  J.  B. 
Say  makes  Utility  the  basis  of  Value ;  and  Mr. 
Senior  says,  p.  13,  "  We  use  the  word  Value  in 
its  popular  acceptation,  as  signifying  that  quality 
in  anything  which  Jits  it  to  be  given  and  received  in 
exchange ;  or,  in  other  words,  to  be  lent  or  sold, 
hired  or  purchased. 

"  So  defined,  Value  denotes  a  relation  recipro- 
cally existing  between  two  objects,  and  the  pre- 
cise relation  which  it  denotes  is  the  quantity  of 
the  one  which  can  be  obtained  in  exchange  for  a 
given  quantity  of  the  other.  It  is  impossible 
therefore  to  predicate  valne  of  any  object  without 
referring  expressly,  or  tacitly,  to  some  other  ob- 
jects in  which  its  value  is  to  be  estimated ;  or,  in 
other  words,  of  which  a  certain  quantity  can  be 
obtained  in  exchange  for  a  certain  quantity  of  the 
object  in  question.*' 

196.  Mow,  in  fact.  Utility  is  a  much  more  spe- 
cious basis  of  value  than  either  labor,  materiality, 
or  durability,  and  therefore  we  have  reserved  it 
for  separate  discussion.  But  when  we  examine 
the  matter,  we  shall  find  that  Utility  cannot  be 
made  the  basis  of  Political  Economy,  because 
utility  itself  is,  we  may  say,  the  result  of  a  certain 
state  of  mind.  Dugald  Stewart  has  some  very 
pertinent  remarks  on  this  subject,  (JFirst  prelimi' 
nary  dissertation  to  the  JEncyclopcedia  Britannica, 
p.  66.    Eighth  edition. J 

"  To  this  reference  of  the  sensation  of  colour  to 
the  external  object,  I  can  think  of  nothing  so 
analogous  as  the  feelings  we  experience  in  sur- 
veying a  library  of  books.  We  speak  of  the 
volumes  piled  up  on  its  shelves  as  treasures  or 
magazines  of  the  knowledge  of  past  ages ;  and 
contemplate  them  with  gratitude  and  reverence, 
as  inexhaustible  «ourc6«  of  instruction  and  delight 
to  the  mind.  Even  in  looking  at  a  page  of  print 
or  of  manuscript,  we  are  apt  to  say  that  the  ideas 
we  acquire  are  received  by  the  sense  of  sight, 
and  we  are  scarcely  conscious  of  a  metaphor 
when  we  employ  this  language.  On  such  occa- 
sions we  seldom  recollect  that  nothing  is  experi- 
enced by  the  eye  but  a  multitude  of  blach  strokes 
drawn  upon  white  paper,  and  that  it  is  our  own 
acquirea  habits  which  communicate  to  these 
strokes  the  whole  of  that  significancy,  whereby 
they  are  distinguished  from  the  unmeaning 
scrawling  of  an  infant,  or  a  changeling.  The 
knowledge  which  we  conceive  to  be  preserved 
in  books  like  the  fragrance  of  a  rose,  or  the  gild- 
ing of  the  clouds  depends  for  its  existence  on  the 
BELATioN  bettoeen  the  object  and  the  PERCI- 
PIENT MIND ;  and  the  only  difference  between 
the  two  cases  is,  that  in  the  one,  this  relation  is 
the  local  and  temporary  effect  of  conventional 
habits ;  in  the  other  it  is  the  universal  and  the 
unchangeable  work  of  nature.  The  art  of  print- 
ing, it  is  to  be  hoped,  will  in  future  render  the 
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former  relation  as  well  as  the  latter  coeval  with 
our  species ;  bat  in  the  past  history  of  mankind, 
it  is  impossible  to  say  how  often  it  may  have 
been  dissolved.  What  vestiges  can  now  be 
traced  of  those  scientific  attainments  which,  in 
early  times,  drew  to  Egypt,  from  every  part  of 
the  civilized  world,  all  those  who  were  anxious 
to  be  initiated  into  the  mysteries  of  Philosophy  ? 
The  symbols  which  still  remain  in  that  celebrated 
country  inscribed  as  eternal  monuments,  have 
long  lost  the  correspondent  MINDS,  which  re- 
flected upon  them  their  own  intellectual  attributes. 
To  us  they  are  useless  and  silent,  and  serve  only 
to  attest  the  existence  of  arts,  of  which  it  is  im- 
possible to  unriddle  the  nature  and  the  objects. 


i< 


-Yariis  nunc  scidpta  figuria 


Harmora  tnmca  tamen  visuntur,  mutaque  nobis ; 
Signa  repertoron  tuimur,  oecldere  reperta." 

"  What  has  now  been  remarked  with  respect 
to  written  chartictersj  may  be  extended  very 
nearly  to  oral  language.  When  we  listen  to  the 
discourse  of  a  public  speaker,  eloquence  and  per- 
suasion seem  to  issue  from  his  lips,  and  we  are 
little  aware,  that  we  ourselves  infuse  the  soul 
into  every  word  that  he  utters.  The  case  is 
exactly  the  same  when  we  enjoy  the  conversation 
of  a  friend.  We  ascribe  the  charm  entirely  to 
his  voice  and  accents ;  but  without  our  co-opera- 
tion its  potency  would  vanish.  How  very  small 
the  comparative  proportion  is,  which  in  such 
cases,  the  words  spoken  contribute  to  the  intel- 
lectual and  moral  effect,  I  have  elsewhere  endea- 
voured to  shew." 

197.  These  remarks  apply  very  strongly  to  the 
word  Utility.  If  we  admit  utility  as  the  basis  of 
Value,  we  in  fact  open  up  the  whole  of  mental 
and  moral  science.  Whether  an  object  has  utility, 
depends  entirely  upon  the  habits  of  feeling,  and 
the  percipient  mind  of  the  person  with  whom  it  is 
brought  mto  relation.  If  utility  is  the  basis  of 
Value,  unfortunately  it  is  not  confined  to  things 
which  are  productive  of  benefit.  The  depraved 
taste  and  reckless  character  of  too  large  a  portion 
of  mankind  confer  a  value  upon  things  of  the 
most  mischievous  and  noxious  nature.  The  un- 
happy passion  for  intoxicating  liquors  among  our 
lower  classes  confers  enormous  value  on  gin,  as 
an  Economical  quantity,  which  is  to  the  last  de- 
gree injurious.  But  so  long  as  that  desire  con- 
tinues, gin  will  continue  to  be  an  article  of  wealth. 
However  much  the  moralijst  may  deplore  it,  the 
Economist  must  consider  gin  as  much  an  article 
of  wealth  as  the  most  beneficial  product.  It  is 
for  the  moralist  to  bring  about  the  change  of 
mind  in  the  people,  so  as  to  make  them  cease  to 
desire  these  things ;  until  he  does  so,  it  is  the 
melancholy  duty  of  the  Economist  to  acknowledge 
them  to  be  Capital  so  long  as  they  are  desired. 

198.  As  allied  to  this  we  may  take  the  masses 
of  low  and  licentious  literature  which  formerly 
abounded.  While  there  was  a  demand  for  it,  the 
Economist  could  not  help  acknowledging  it  to  be 
Capital.  But  certainly  it  would  be  an  abuse  of 
the  term  Utility,  to  apply  it  to  such  masses  of 
abomination.  It  is  for  the  moralist  to  eradicate 
the  morbid  craving  for  it,  and  cause  it  to  cease  to 
be  capital. 

199.  And  the  same  remarks  apply  to  other 
things  which  are  indifferent.  While  things  re- 
main in  all  respects  the  same  in  themselves,  the 
fashion,  or  desire  for  them  changes.    Things  rise 


and  fall  in  value,  without  undergoing  any  change 
in  themselves — ^the  change  is  in  the  mind  of  the 
public.  When  we  say  that  the  pictures  of  one 
master,  like  Sir  Thomas  Lawrence^  are  falling, 
and  those  of  another,  like  Sir  Joshua  Reynolds,  are 
rising  in  public  estimation,  is  it  the  pictures  them- 
selves which  change  ?  Certainly  not ;  they  remain 
in  all  respects  the  same.  //  is  the  public  mind  which 
undergoes  a  change.  It  is  according  to  the  state 
of  the  percipient  mind  that  value  is  shed  upon,  or 
dies  off  from  any  object.    So  Tennyson  says, — 

"  A  happy  lover  who  has  come 

To  look  on  her  that  loves  him  well. 
Who  'lights,  and  rings  the  gateway  bell, 
And  learns  her  gone  and  £&r  from  home ; 

"  He  saddens,  all  the  moffie  light 

IHes  qffat  once  from  bower  and  haU, 
And  all  the  place  is  darl^  and  all 
The  chambers  emptied  of  aelight." 

200.  These  remarks  admit  of  universal  appli- 
cation. And  hence  we  see  that  there  is  no  such 
thing  at  all  as  absolute  utility,  which  can  be 
made  the  basis  of  Value.  To  make  utility  the 
basis  of  Value  would,  in  fact,  let  in  the  whole  of 
Psychology  into  Political  Economy,  which  is  the 
very  thing  we  are  so  careful  to  exclude.  It 
would  be  an  error  in  the  mental  or  subjective 
department  of  the  subject  of  a  similar  nature  to 
what  it  would  be  in  the  external,  or  objective 
department,  to  admit  the  whole  process  of  manu- 
factures and  agriculture. 

Political  Economy  rigorously  excludes  all  con- 
siderations of  the  preparation  and  cultivation  of 
the  mind  which  produces  the  desire,  equally  with 
all  considerations  of  the  preparation  or  cultiva- 
tion, or  manufacture  of  the  product.  It  only 
dealk  with  the  desire  which  is  the  cause  of  Value, 
and  the  product  which  is  the  subject  matter  of 
Value. 

201.  We  have  frilly  discussed  the  objections 
to  making  Utility  the  basis  of  Value  in  the  Pab- 
MMiNABT  DiscouBSB,  aud  WO  uecd  not  repeat 
here  what  we  have  said  there.  We  will  only  re- 
mark, that  what  we  have  just  said  is  in  entire 
harmony  with  Mr.  Senior's  opinion,  which  we 
have  already  quoted,  §  28.  We  have  shewn  there 
how  clearly  he  has  seen  that  the  true  cause  of 
Wealth  resides  in  the  mind.  In  order  to  give 
value  to  material,  or  any  other  products,  it  is 
first  necessary  to  prepare  and  cultivate  the  mind ; 
to  create  new  wants  and  desires.  If  these  are 
totally  wanting  in  the  mind,  vain  and  unprofit- 
able is  the  toil  of  the  laborer.  It  is  only  by 
creating  new  desires  that  new  species  of  capital 
can  be  created.  Heavy  taxes,  of  course,  can  only 
be  borne  by  an  industrious  and  wealthy  people, 
And  no  people  can  be  wealthy  who  are  not  in- 
spired with  strong  and  various  desires.  Hence 
we  may  see,  in  a  jpurely  economical  point  of 
view,  the  enormous  importance  of  an  educated 
and  enlightened  people.  The  multiplication  of 
wants  multiplies  industry,  multiplies  capital,  mul- 
tiplies incomes,  multiplies  the  persons  to  bear 
the  burden  of  taxation,  and  renders  the  nation 
capable  of  great  achievements,  and  of  taking  a 
leading  position  among  the  nations  of  the  world. 
It  is  the  constantly  increasing  intelligence  and 
industry  and  education  of  the  English  people  that 
makes  the  interest  to  be  paid  for  the  national 
debt  a  constantly  diminishing  burden.  If  the 
people  were  suddenly  to  sink  to  the  apathy  and 
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indolence  of  the  Neapolitans,  or  Spaniards,  it 
woold  soon  become  a  burden  so  intolerable,  as  to 
invite  the  operation  of  the  spunge. 

202.  Upon  the  principle,  too,  that  demand  is 
the  origin  of  Value,  and  that  the  quantity  of 
money,  (or  anything)  which  people  will  give  for  a 
thing  is  the  measure  of  its  value,  we  are  enabled 
to  undentuid  clearly  the  existence  of  incorporeal 
capital,  just  as  much  as  corporeal  capital.  If  any 
product  has  value,  the  source  or  Capital,  from 
which  it  springs,  has  a  real  Value.  It  is  nothing 
but  the  demand  for  the  products  of  the  land  which 
sheds  a  value  on  the  land.  The  deserts  of  Africa 
are  of  no  value  in  an  economical  point  of  view. 
They  cannot  be  made  the  subject  of  taxation. 
On  the  other  hand  the  great  incorporeal  estates 
of  the  law,  medecine,  engineering,  and  all  trades 
and  professions,  are  as  really  existing  quantities 
as  land,  and  can  be  made  just  as  easily  the  subjects 
of  taxation.  These  considerations  have  much 
importance  in  respect  to  the  Theory  of  the  In- 
come Tax.  (Income  Tax.) 

203.  These  considerations  shew  that  the  es- 
sential preliminary  to  the  increase  of  Capital  in 
a  nation  is  the  increase  of  the  wants  and  desires, 
either  corporeal  or  mental.  This  being  premised 
we  observe  that  Capital  is  an  increasing  quantity, 
and  we  may  consider  the  modes  in  which  it  does 
increase. 

There  are  two  fundamentally  distinct  ways  in 
which  Capital  may  increase ; — 

L  By  a  direct  and  actual  increase  of  the 
thing  itself. 

II.  By  exchange ;  that  is  by  exchanging  any 
thing  which  has  a  low  value  in  any  particular 
place  for  one  that  has  a  higher  value. 

The  first  of  these  methods  has  always  been 
understood  and  lauded  from  the  time  when  Politi- 
cal Economy  began  to  be  studied.  Aristotle 
especially  commends  all  the  arts  which  tend  to 
increase  the  quantity  of  things,  such  as  agricul- 
ture, hunting  &c.  And  this  has  been  so  often 
described  that  we  need  not  further  dwell  on  it. 
The  Physiocn^  School  allowed  the  epithet  of 
productive  alone  to  such  labor  as  increased  the 
actual  quantity  of  matter.  They  allowed  that  the 
labor  of  artizans  &c.  added  to  Value,  but  that  it 
did  not  produce  Value.  (Phtsiocratbs).  A 
somewhat  nice  distinction.  Adam  Smith  however 
justly  held  that  adding  to  Value  was  in  reality 
producing  Value,  ana  included  manufacturing 
industry  under  the  title  of  productive.  And  this 
is  unquestionably  true,  and  has  been  adopted  by 
^yery  Economist  since. 

The  second  method  of  increasing  capital  by 
exchange,  has  had  a  very  different  reception  from 
the  first.  In  fact  until  very  recent  times  indeed, 
comparatively  speaking  it  has  been  an  insoluble 
puzzle.  Aristotie,  Cicero,  and  Luther  all  repu- 
diated the  idea  that  profit  was  to  be  made  by 
exchanging.  Luther  was  furious  at  the  idea  that 
any  one  could  gain  by  exchange  unless  he  robbed 
the  other  party.  However,  plcdn  experience  was 
against  the  doctrine.  A  new  one  then  sprung  up 
more  absurd  still,  and  has  Montaigne  for  its 
sponsor.  It  was  then  held  that  in  exchange  one 
side  only  gained,  and  the  other  lost  as  much. 
This  was  the  accepted  notion  for  a  long  time,  and 
gave  rise  to  the  unfortunate  Theory  of  the  Balance 
of  Trade,  and  was  the  parent  of  innumerable 


wars,  and  fills  many  a  dreary  page  in  the  annals 
of  mankiud. 

204.  Nevertheless  the  slightest  reflection  on 
the  reality,  ought  have  wakened  men  to  doubt 
this.  If  one  side  always  lost  in  an  exchange,  why 
were  not  the  majority  of  traders  in  the  bank- 
ruptcy court  P  If  some  men  were  always  gaining, 
and  some  always  losing,  why  were  not  half  the 
nation  insolvent  ? 

205.  Boisguillebert  was  the  first,  that  we  know 
of,  to  proclaim  the  manifest  truth,  that  in  com- 
merce  both  sides  must  gain.  Hii  writings,  how- 
ever, attracted  very  little  attention,  and  were 
almost  forgotten  till  very  recently. 

The  truth  of  this  maxim  could  not  but  force 
its  way  on  any  one  who  would  look  abroad  on 
commercial  society.  No  doubt  there  Lb  always  a 
certain  per-centage  of  unfortunate  traders.  But 
are  even  a  large  proportion  of  traders  insolvent  ? 
Clearly  not.  It  is  quite  possible  that  all  might 
gain,  all  might  be  prosperous.  Loss  is  not  the 
essence  but  the  accident  of  trade. 

206.  It  is  perfectly  clear,  therefore,  that  profits 
may  be  made  by  exchanging.  The  slightest 
attention  to  facts  shewed  the  utter  futility  of  the 
brainspun  doctrine  of  philosophers.  Now  we 
observe,  that  what  was  usually  called  productive 
labor,  increased  value  by  adding  to  the  actual 
quantity  of  things,  then  mannfocturing  industry 
increases  value,  by  making  anything  more  de- 
sirable than  it  was  before,  putting  it  into  a  more 
usefiil  shape,  &c.  These  are  hoih  now  called 
productive  labor  by  all  Economists.  But  com- 
mercial industry,  or  the  industry  of  exchange, 
increases  value  by  substituting  a  more  valuable 
article  in  the  st^  of  one  that  is  less  valuable. 
It  takes  away  from  any  given  locality  something 
that  is  abundant  there,  and  takes  it  to  a  place 
where  it  is  scarcer  and  more  valuable,  and  seeks 
to  brin^  back  some  article  which  is  abundant  and 
cheap  m  that  locality,  and  is  more  scarce  and 
valuable  in  the  locality  from  which  the  operation 
began. 

207.  The  least  reflection  will  shew  that  this 
is  as  truly  productive  labor  as  the  other  two  cases. 
Each  of  these  three  kinds  of  labor  augments  the 
sum  of  articles  of  value  in  any  given  place,  and 
therefore  each  of  these  three  species  of  industry 
augments  capital.  What  we  say  is  this,  that  if 
we  take  away  an  article  worth  £\0  frx>m  any 
given  place,  ancf  substitute  in  its  stead  some  other 
article  worth  £20  in  the  same  place,  that  opera- 
tion augments  capital.  And  it  is  quite  clear  that 
the  difference  by  which  the  imported  article  ex- 
ceeds the  value  of  the  exported  article,  is  the 
measure  of  the  increase  or  profit.  This  is  the 
function  of  commerce. 

208.  This  doctrine  is  so  plain  that  it  cannot, 
we  think,  be  disputed.  We  shall  now  shew  how 
beautifully  it  harmonizes  with  the  fundamental 
doctrine  of  Value,  propounded  by  Aristotle. 

If  value  be  considered  to  be  anything  residing 
in  the  article  itself,  it  is  perfectly  manifest  that 
value  cannot  alter  so  long  as  that  quality  remains 
unchanged.  It  has  accordingly  been  objected, 
says  Mr.  Senior,  that  if  the  definition  of  Value  be 
what  anything  will  exchange  for,  and  Wealth  a 
general  name  for  the  things  which  have  value, 
that,  "  the  same  thing  will  be  wealth  to  one  per- 
son and  not  to  another.  This  consequence  is 
evident ;  and  it  is  evident  that  even  to  the  same 
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person  the  same  quality  may  be  wealth  under 
some  circumstances,  and  not  so  under  others. 
The  knowledge  of  English  law  is  profitable  in 
England,  and  that  of  French  law  in  France ;  if  an 
English  lawyer,  with  no  other  property  but  his 
knowledge  were  to  settle  in  France,  or  a  French 
lawyer  in  England,  he  would  find  himself  in- 
stantly reduced  from  affluence  to  poverty.  The 
power  of  telling  long  stories  is  a  source  of  profit 
in  Asia,  but  valueless  in  Europe.  According  to 
our  nomenclature,  therefore,  it  would  be  wealth 
in  Persia,  and  cease  to  be  so  in  England.  If  an 
actress  should  embrace  a  religious  sect,  of  which 
the  tenets  should  be  incompatible  with  the  stage, 
her  vocal  and  dramatic  talents  would  no  longer 
be  exchangeable ;  she  would  no  longer  be  able  to 
let  them  out  by  the  evening.  We  should  say, 
therefore,  that  they  had  ceased  to  be  a  part  of  her 
wealth. 

''Again,  Colonel  Torrens  supposes  a  solitary 
family,  or  a  nation,  in  which  each  person  should 
consume  only  his  own  productions,  or  one  in 
which  there  should  be  a  community  of  goods;  and 
nrges  as  a  reductio  ad  absurdunij  that  in  these 
cases,  though  there  might  be  an  abundance  of 
commodities,  as  there  would  be  no  exchanges, 
there  would,  in  our  sense  of  the  term,  be  no 
wealth.  The  answer  is,  that  for  the  purposes  of 
Political  Economy  there  would  be  no  wealth ;  for, 
in  fact,  in  such  a  state  of  thinsrs,  supposing  it 
possible,  the  science  of  Political  Economy  would 
nave  no  application.  In  such  a  state  of  society. 
Agriculture,  Mechanics,  or  any  other  of  the  Arts, 
which  are  subservient  to  the  production  of  the 
commodities,  which  are  with  us  the  subjects  of 
exchange,  might  be  studied,  but  the  science  of 
Political  Economy  would  not  exist.  We  may 
add,  that  if  the  common  usage  which  identifies 
wealth  with  the  things  which  have  value  is  a 
convenient  one  in  all  the  forois  which  human 
nature  really  exhibits,  it  is  no  objection  to  it  that 
it  would  not  be  convenient  in  a  state  of  society 
of  which  we  have  no  experience." 

209.  This  passage  of  Mr.  Senior*s  deserves  the 
most  attentive  consideration  as  touching  the  very 
foundation  of  Political  Economy.  His  reply  to 
Colonel  Torrens  is  perfectly  conclusive.  It  is  the 
very  fundamental  notion  of  Value  to  understand 
that  it  is  purely  conventional  and  local.  The 
very  same  thing  may  have  enormous  value,  may 
be  great  wealth  in  one  place,  and  have  no  value 
at  all,  and  be  not  wealth  in  another.  We  may 
also  say,  that  since  the  foundation  of  Political 
Economy  in  modern  times  by  the  Physiocrates, 
the  words  "wealth"  and  "riches"  have  been 
used  exclusively  as  technical  words  to  signify  not 
productions,  or  commodities,  in  general,  but  those 
things  only  which,  in  a  state  of  society  which  ad- 
mits the  right  of  private  property  and  exchanges, 
have  exchangeable  power.  It  is  just  the  same 
with  the  word  "  property."  In  a  state  of  society 
which  permitted  no  such  thing  as  private  pro- 
perty, there  could  manifestly  be  no  such  thing  as 
property.  There  might  be  abundance  of  eatables 
and  drinkables,  and  all  sorts  of  other  things. 
But  if  no  one  was  allowed  to  have  an  individual 
and  exclusive  right  in  these  things,  there  could  of 
course  be  no  "  property."  Property,  therefore,  is 
a  technical  word  arising  out  of  a  particular  state 
of  society.  It  is  exactly  the  same  with  "  wealth  " 
and  "  riches."    They  are  technical  words  arising 


out  of  that  state  of  society  which  permits  indi- 
vidual and  exclusive  "  property "  in  things,  and 
an  exchange  of  those  things.  And  those  words 
have  been  used  by  the  earliest  Economists,  with 
the  distinct  announcement  that  they  refer  exclu- 
sively to  exchangeable  things.  Thus  Baudeaa 
says  (^Introduction  a  la  philosophie  economique ; 
Physiocrates,  Edit.  GuiUaumin,  vol.  II.  p. 661), — 

"  Des  Richesses.  Les  objets  propres  k  nos 
jouissances  utiles  on  agreables  sont  appeles  des 
hiensy  parce  qu'ils  procurent  la  conservation,  la 
propagation,  le  bien-Stre  de  Tesp^ce  humaine  sur 
la  terre. 

"  Mais  quelquefois  ces  biens  ne  sont  pas  des 
richesses,  parce  qu'on  ne  pent  pas  les  6changer 
contre  d*autres  biens,  on  s'en  servir  pour  se  pro- 
curer d'autres  jouissances.  Un  beau  temps,  un 
bonne  sant6,  une  belle  &me,  sont  des  biens  sans 
Stre  des  richesses.  Les  productions  de  la  natnre, 
on  les  ouvrages  de  Tart  les  plus  n^cessaires  et  les 
plus  agreables  cessent  detre  richesses  quand  vous 
perdez  la  possibiliti  de  les  Changer,  et  de  vous 
procurer  par  cet  6change  d^autres  jouissances. 
Cent  mille  pieds  des  plus  beaux  chines  de  Tuni- 
vers  ne  vous  formeraient  point  une  richesse  dans 
riut^rieur  de  TAmerique  Septentrionale,  oii  vous 
ne  trouveriez  point  &  vous  en  d^faire  par  an 
echange. 

"  Le  titre  de  richesses  suppose  done  deux  choses : 
premi^rement,  les  qualites  usuelles,  qui  rendent 
les  objets  propres  k  nos  jouissances,  utiles  on  agre- 
ables, et  qui  les  constituent  des  dieiu;  secondement, 
la  possibility  de  les  ^changer,  qui  fait  que  ces 
biens  peuvent  vous  en  procurer  d'autres,  ce  qui 
les  constitue  richesses, 

"Cette  possibilite  de  T^change  suppose  quMl 
existe  d'autres  biens  contre  lesquels  on  pent  les 
^changer. 

Thus  we  see  that  the  word  "riches"  or 
"wealth"  was  exdusively  used  in  a  technical 
sense  by  the  founders  of  Political  Economy,  to 
signify  things  which  could  be  exchanged. 

Now,  as  according  to  the  conception  of  Value 
which  we  adopt,  it  resides  entirely  in  the  mind, 
and  is  measured  by  the  quantity  of  anything,  such 
as  money,  which  people  will  give  for  the  object 
desired,  it  follows  that  that  object  whatever  it  is, 
for  which  people  will  .give  more  to  obtain  than 
another  object,  is  the  more  valuable  of  the  two. 
It  is  an  object  of  greater  wealth.  The  one  is  more 
riches  than  the  other.  And  if  there  are  two  places, 
in  one  of  which  the  very  same  object  will  exchange 
for  more  than  at  another  place,  it  is  manifestly 
an  object  of  greater  value  in  the  first  place,  than 
in  the  second. 

Now  from  this  fundamental  notion  of  Value, 
this  proposition  follows,  which  may  appear  a  para- 
dox at  first,  but  yet  it  is  perfectly  simple.  That 
hy  a  mere  change  of  position  of  all  the  articles 
in  the  world,  those  very  articles  remaining  exactly 
the  same  both  in  qualify  and  quantity,  it  would  be 
possible  to  annihilate  all  the  wealth  in  the  world. 

The  proposition,  paradoxical  as  it  may  appear, 
manifestly  follows,  by  the  Law  of  Continuity, 
from  the  considerations  we  have  just  mentioned. 
Because,  if  it  be  possible  by  a  mere  change  of 
position  to  make  the  very  same  article  of  greater 
value  in  one  place  than  in  another,  we  have  only 
to  reverse  the  process  and  move  the  article  from 
where  it  has  greater  value  to  where  it  has  less, 
and  it  is  quite  easy  to  find  a  place  where  it  shall 
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have  no  value  at  all,  and  cease  to  be  wealth. 
Place  it  simply  among  people  who  don*t  want  it, 
and  it  ceases  to  be  wealth. 

Take  for  instance  ail  the  literary  treasures  of 
civilized  Europe.  They  are  undoubtedly  wealth 
in  Europe,  because  people  desire  them  strongly, 
and  will  give  much  to  obtain  them.  Place  them 
among  the  Hottentots,  or  the  Esquimaux,  and 
they  would  be  no  mwe  valuable  than  the  sand  of 
the  sea.    They  would  cease  to  be  wealth. 

Do  the  same  with  everything  that  civilized 
men  consider  most  valuable,  diamonds  and  pre- 
cious stones,  and  gold.  Place  them  among  the 
Bosjesmans,  and  they  would  cease  to  be  wealth. 

lio  the  same  with  what  is  most  highly  valued 
among  the  Esquimaux.  A  tureen  full  of  train  oil 
or  whale  blubber,  would  be  a  delicious  feast  to  an 
Esquimaux,  he  would  give  much  to  possess  it ; 
it  would  be  wealth  there.  *  Place  the  very  same 
thing  on  table  at  the  Lord  Mayor's  dinner,  and 
would  it  be  equally  esteemed?  Would  it  be 
wealth  there  ?    We  trow  not. 

Now  these  remarks  may  be  applied  to  every 
single  article  in  succession,  and  they  shew  the 
truth  of  that  fundamental  conception  in  Political 
Economy,  that  all  value  is  conventional  and  local. 
There  is  no  such  thing  as  intrinnc  value.  An 
article  may  have  value  through  a  greater  or 
smaller  area,  its  value  may  be  more  or  less  ge- 
neral; but  it  cannot  be  intrinsic^  for  the  very 
good  reason,  that  it  requires  the  percipient  mind 
of  a  person  to  exist  at  all. 

210.  It  appears  then  to  us  to  be  perfectly 
clear,  that,  as  the  general  conception  of  produc- 
tive labor  is,  that  it  is  labor  which  produces  some- 
thing of  value,  or  which  is  exchangeable,  i.«., 
which  has  the  power  of  dbawinq  forth  some- 
thing in  exchange;  commercial  industry,  whose 
peculiar  function  it  is  to  substitute  an  article  of 
greater  value  in  any  given  place  for  one  of  lesser 
value,  is  as  truly  productive  labor ^  as  that  which 
is  bestowed  on  increasing  the  actual  quantity  of 
things,  or  in  changing  the  qualities,  or  shape  of 
existing  things,  so  that  they  shall  be  of  greater 
value.  All  these  three  species  of  industry  are 
merely  varieties  of  one  fundamental  conception, 
augmentation  of  value. 

211.  We  thus  see  that  Capital  may  be  profit- 
ably, or  productively,  employed  in  three  distinct 
ways — 1st,  by  adding  to  quantity ;  2dly,  by  add- 
ing to  the  value  of  existing  quantity ;  and,  3dly, 
by  substituting  things  of  more  value  for  things  of 
less  value,  t.6.,  by  exchange.  And  as  the  profit 
in  each  case  may  be  added  to  the  principal,  and 
also  increase,  it  is  manifest  that  it  has  the  capa- 
city of  increasing  in  each  way  in  a  geometrical 
ratio. 

Although  all  capital,  however,  has  this  capacity; 
it  very  seldom  indeed  does  so  in  any  case  what- 
ever. The  standard  case  of  such  an  increase  is 
where  a  man  invests  his  money  in  the  funds,  and 
constantly  capitalises  the  dividends,  without  using 
them.  In  that  case  the  capital  remains  untouched, 
and  is  not  destroyed,  consequently  at  any  time 
after  being  left  to  increase,  tiiere  would  be  both 
the  capital  and  the  interest.  But  such  a  case  as 
thia  verj  seldom  occurs,  because  people  usually 
require  the  interest  of  their  capitid  to  live  upon, 
and  thus  it  is  not  devoted  to  the  purpose  of 
increase. 

212.  Now  the  rate  of  increase  of  Capital  ma- 
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nifestly  depends  upon  the  Bate  of  Profit.    But 
what  is  Rate  of  Profit  f 

By  a  most  extraordinary  oversight,  Economists 
have  used  the  expression,  rate  of  profit,  in  a  sense 
which  is  most  clearly  erroneous.  When  we  speak 
of  rate  of  interest,  it  is  perfectly  clear  that  we 
measure  rate,  both  by  the  actual  amount  of  the 
sum  paid,  and  the  time  it  is  paid  for.  When  we 
say  that  the  rate  of  interest  is  5  per  cent.,  we  al- 
ways mean  5  per  cent,  for  the  year.  If  a  man 
were  to  say  that  he  had  borrowed  £100,  and  had 
agreed  to  pay  £6  for  its  use,  we  of  course  could 
form  no  conception  of  what  rate  of  interest  that 
was,  until  we  knew  how  long  he  was  to  have  the 
use  of  the  money. 

213.  Now  it  is  perfectly  clear  that  the  very 
same  considerations  apply  to  Rate  of  Profit.  If  a 
man  tells  us  that  he  has  got  a  return  of  £S  on  his 
capital  of  £100,  how  can  we  possibly  tell  what 
rate  of  profit  that  is,  unless  he  also  teU  us  in  what 
time  he  made  that  profit. 

This  remark  seems  self-evident,  and  yet  the 
expression.  Rate  of  Profit,  is  used  by  Economists 
to  mean  simply  the  proportion  of  the  profit  to  the 
capital.  This  is  clearly  the  sense  it  is  used  in 
by  Adam  Smith.  It  is  the  sense  on  which  the 
whole  of  Ricardo*s  theory  of  Profits  is  based,  and 
it  is  the  sense  adopted  by  all  his  school.  Thus, 
Mr.  McCulloch  says.  Note  VII.,  to  the  Wealth  of 
Nations^ — 

'*  By  profit,  in  Political  Economy,  is  meant 
that  part  of  the  produce,  or  the  value  of  the  pro- 
duce, obtained  by  the  employment  of  capital  in 
industrious  undertakings,  which  remains  to  its 
employers,  after  replacing  the  Capital,  or  such 
portion  of  it  as  may  have  been  wasted  in  the 
undertakings,  and  every  other  expense  necessarily 
incurred  in  carrying  them  on. 

"  The  rate  of  profit  is  the  proportion  which  the 
amount  of  pront  aerived  from  an  undertaking, 
bears  to  the  capital  employed  in  it. " 

It  would  be  just  as  sensible  to  define  rate  of 
interest  to  be  the  proportion  which  the  interest 
bears  to  the  capital. 

Now  from  this  definition  of  rate  of  profit, 
Ricardo  deduced  the  doctrine  that  the  rate  of 
profit  depends  upon  the  rate  of  wages.  Ricardo*s 
doctrine  is,  that  as  wages  rise,  profits  fall,  and  as 
wages  fall,  profits  rise. 

Mr.  McCulloch  however,  though  adopting 
Ricardo's  definition  of  rate  of  profit,  says,  that 
profits  may  rise  together  with  wages  by  increas- 
ing the  productiveness  of  industry.    And  he  says, 

"  It  is  obvious  that  the  rate  of  profit  may  be 
raised  in  three,  but  only  in  three  ways,— viz.  (1) 
By  industry  becoming  more  productive ;  or  (2) 
by  a  reduction  in  the  rate  of  wages ;  or  (3)  by  a 
reduction  in  the  amount  of  taxation:  and  it 
may  be  reduced  by  the  opposite  circumstances ; 
or  (1)  by  industry  becoming  less  productive ;  or 
(2)  by  a  rise  in  the  rate  of  wages ;  or  (3)  by  a 
rise  in  the  amount  of  taxation.  Profit  cannot  be 
affected  in  any  way  not  referable  to  one  or  other 
of  these  heads." 

And  so  Mr.  Mill  says.  Vol  Lp.510— 

"  The  cost  of  labor  then,  is  in  the  language  of 
mathematics  a  function  of  three  variables ;  the 
eflSciency  of  labor ;  the  wages  of  labor  (meaning 
thereby  the  real  reward  of  the  laborer]) ;  and  the 
greater  or  less  cost  at  which  the  articles  com- 
posing that  real  reward  can  be  produced  or  pur- 
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chased.  It  is  plain  that  the  cost  of  labor  to  the 
capitalist  must  be  influenced  by  each  of  these 
three  circumstances,  and  cannot  be  effected  by 
any  others.  These,  therefore,  are  also  the  cir- 
cumstances which  determine  the  rate  of  profit ; 
and  it  cannot  be  in  any  way  affected  except 
through  one  or  other  of  them.  If  labor  generally 
became  more  efiicient,  without  being  more  highly 
rewarded;  if  without  its  becoming  less  efficient, 
its  remuneration  fell,  no  increase  taking  place  in 
the  cost  of  the  articles  composing  that  remune- 
ration ;  or  if  these  articles  became  less  costly, 
without  the  laborer's  obtaining  more  of  them ;  in 
any  one  of  these  three  cases  profits  would  rise. 
If,  on  the  contrary,  labor  became  less  efficient  (as 
it  might  do  from  diminished  bodily  vigor  in  the 
people,  or  from  deteriorated  education) ;  or  if  the 
laborer  obtained  a  higher  remuneration,  without 
any  increased  cheapness  in  the  things  composing 
it ;  or  if  without  his  obtaining  more,  that  which 
he  did  obtain  became  more  costly ;  profits,  in  all 
these  cases,  would  -  suffer  a  diminution.  And 
there  is  no  other  combination  of  circumstances  in 
which  the  general  rate  of  profit  of  a  country,  in 
all  employments  indifferently,  can  either  foil  or 
rise." 

214.  Now,  there  is  one  consideration  which  is 
pmitted  by  both  of  the  authors  last  cited,  which 
has  the  very  greatest  effect  on  the  rate  of  profit 
namely,  the  time  in  which  it  is  effected.  It  is 
quite  easy  to  see  that  the  rate  of  profit  may  be 
very  great,  when  the  actual  profit  is  very  small, 
and  the  rate  of  profit  very  small,  when  the  actual 
profit  is  very  large. 

If  a  trader  made  50  per  cent,  profit  on  one 
transaction,  that  would  be  a  high  actual  profit. 
But  if  he  only  made  one  transaction  in  the  year, 
his  rate  of  profit  would  be  50  per  cent,  per  annum. 
But  suppose  he  makes  only  5  per  cent,  profit  on 
any  one  transaction,  but  makes  a  transaction 
every  day,  it  is  clear  that  he  would  make  1,565 
per  cent,  per  annum,  there  being  313  working 
davs  in  the  year.  This  would  be  supposing  he 
did  not  capitalise  the  profit.  If  he  did  that,  of 
course  they  would  increase  at  a  very  much  faster 
rate.  Hence  it  is  perfectiy  clear,  that  it  is  in- 
finitely to  the  trader*s  advantage  to  make  a  num- 
ber of  »mall  profits  with  great  rapidity^  than  a 
few  large  pronts  slowly. 

215.  Our  readers  can  exercise  their  ingenuity 
in  ascertaining  the  different  rates  of  profit  per 
annum,  according  to  the  different  actual  profits, 
and  the  speed  they  are  made  at.  But  these  con- 
siderations shew  that  small  and  quick  profits 
conduce  much  faster  to  opulence  than  slow  and 
large  ones.  A  profit  of  5  per  cent,  made  in  one 
day,  is  three  times  a  faster  rate  of  profit  than  50 
per  cent,  made  in  one  month.  Thus  we  see  the 
enormous  importance  in  a  national  point  of  view 
of  encouraging  the  multiplicity  of  exchanges. 
When  a  trader  has  bought  goods,  and  sold  them 
again,  it  is  called  to  turn-over  his  capital.  We 
may  call  it  the  revolution  of  capital. 

Now  money  and  credit  are  called  the  CiRcu- 
liATiNO  Medium  (Curbenct  ;  Cibculatino  Me- 
dium) because  they  facilitate  this  buying  and 
selling  of  goods,  &c.  They  are  the  great  instru- 
ments of  this  circulation.  And  it  is  this  motion, 
or  circulation  of  them,  that  generates  wealth,  and 
the  rapidity  of  that  circulation  which  indicates 
the  rate  of  increase  or  progress.    This  considera- 


tion will  enable  us  to  solve  a  question  long  de- 
bated by  Economists  and  Statesmen, — ^Which 
employment  conduces  most  to  national  opulence? 
From  the  time  of  Colbert  to  the  French  Revolu- 
tion, the  question  whether  the  towns  or  the  coun- 
try most  conduced  to  national  opulence  was  keenly 
disputed,  and  according  as  one  side  or  the  other 
prevailed,  the  one  was  encouraged  and  cockered, 
and  the  other  depressed.  Now  as  the  velocity  of 
the  revolution  of  capital  indicates  the  rate  of 
progress,  it  is  quite  easy  to  see  whatever  employ- 
ment most  increases  the  speed  of  this  revolution, 
most  augments  national  opulence.  Now  of  all 
species  of  industry,  it  is  well  known  that  agricul- 
ture causes  the  most  languid  circulation  of  the 
currency.  A  farmer  turns  over  his  capitel  but 
once  in  the  year.  By  offering  an  extra  stimulus 
of  reward,  the  productions  of  human  industry  can 
be  multiplied  and  quickened  to  an  extraordinary 
extent,  but  the  process  of  nature  is  slow  and 
cannot  be  accelerated  at  command.  Different 
trading  pursuits  causes  a  brisker  circulation  in 
different  degrees — all  much  faster  than  agriculture. 
Hence  a  purely  agricultural  country  must  increase 
slower  in  opulence  than  any  other,  and  other 
countries  very  much  in  the  proportion  of  their 
inhabitants  engaged  in  agriculture  as  compared 
to  other  pursuits.  Experience  amply  verifies  this 
remark.  It  is  always  manufacturing  and  trading 
countries  which  increase  fastest  in  opulence. 
Poland  and  other  countries  which  have  few  re- 
sources but  agricultm-e,  are  the  poorest  and  most 
barbarous  in  Europe.  Great  Britain  and  Holland, 
in  which  the  smallest  proportion  of  the  inhabitants 
are  engaged  in  raising  food  for  the  rest,  are  the 
wealthiest,  and  other  countries  very  much  in 
similar  proportions.  The  fortunes  made  in  our 
manufacturing  and  commercial  districts  are  col- 
ossal. Who  ever  heard  of  a  man  making  a  great 
fortune  by  agriculture?  But  there  is  scarcely 
probably  a  small  country  town  where  some  in- 
dustrious and  energetic  individuals  have  not  made 
a  fortune  by  trading. 

216.  These  considerations  throw  some  light, 
we  think,  on  a  question  which  has  been  much 
debated  among  Economists,  the  advantages  of 
peasant  proprietorship,  or  la  grande  and  la  petite 
culture.  It  is  well  known  that  a  considerable 
number  of  eminent  writers  and  Economists  have 
always  strongly  advocated  the  system  of  small 
properties  in  land.  There  is  no  doubt  that  in 
many  parts  of  Europe  the  industry  bestowed  by 
the  proprietors  of  small  farms  excites  the  warmest 
admiration.  Who  can  see  the  terraced  hills  of 
Tuscany  clothed  with  vines,  without  admiring 
the  laborious  industry  which  has  converted  these 
apparently  sterile  mountains  into  sources  of 
i¥eiEdth.  This  question  has  been  so  well  discussed, 
we  think,  by  Mr.  John  Hill  Burton,  in  his  Political 
and  Social  Economy,  that  we  shall  lay  before  oar 
readers  his  arguments,  which  appear  to  us  to  be 
quite  conclusive,  and  are  in  complete  harmony 
with  the  doctiine  advocated  in  the  preceding  para- 
graphs.   He  says  p.  190 — 

"  When  Sismondi  looked  around  him  to  the 
comfort  and  happiness  of  his  fellow  countrymen 
of  Switzerland,  each  man  sitting  under  his  own 
vine  and  his  own  fig  tree,  he  saw  likewise  around 
him,  a  body  of  petty  proprietors,  and  he  appealed 
to  the  world  in  favor  of  small  holdings  as  a 
substantial  element  of  happiness.    He  addressed 
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himself  particularly  to  the  British  nation ;  and  as 
the  happiness  of  mankind  should  be  the  great  aim 
of  legislation,  he  called  upon  our  senators  to 
abandon  a  system  that  piled  up  and  protected 
wealth,  for  one  that  would  aid  the  people  in  the 
acquisition  of  happiness.  He  desired  them  above 
all  things  to  abandon  those  employments  and 
transactions,  and  proprietary  rights  which  pro- 
duced manufactures,  large  farms,  and  great  in- 
equalities of  fortune,  and  to  model  our  system 
according  to  those  pristine  usages,  which  alike 
avoid  great  poverty  and  great  wealth.  Without 
adopting  all  these  views,  which  would  simply  be 
applying  the  paternal  and  corrective  system  of 
a  small  Swiss  canton  to  a  vast  empire,  many  able 
writers  have  followed  Sismondi  in  his  partiality 
for  peasant  proprietors,  and  they  now  count  on 
their  side  the  powerful  pen  of  Mr.  Mill.    *    *    * 

'*  One  of  the  great  arguments  in  &vor  of  peasant 
proprietorship,  is  the  great  amount  of  labor  it 
calls  into  existence.  Mr.  Young,  who  is  an 
opponent  of  the  system,  is  often  cited  as  making 
a  concession  in  its  favor,  when  ho  says  that  ^  the 
magic  of  property  turns  sand  into  gold.  *  'Give 
a  man,  we  are  told,  the  secure  possession  of  a 
bleak  rock  and  he  will  turn  it  into  a  garden — 
give  him  a  nine-  year*s  lease  of  a  garden,  and  he 
will  convert  it  into  a  desert.*  What  is  most 
conspicuous  through  all  the  authorities  which 
Mr.  Mill  and  others  have  brought  together  in 
favor  of  peasant  proprietors,  is  the  intensity  with 
which  they  labor  the  ground.  They  pluck  every 
weed,  remove  everv  stone,  pulverize  every  clod, 
irrigate,  trench,  and  drain  with  unwearied  indus- 
try. In  some  of  the  flat  valleys  of  Switzerland, 
the  avidity  with  which  every  inch  of  level  land  is 
applied  to  productive  purposes  is  sometimes 
troublesome  to  the  pedestrian,  who  cannot  cross 
the  country  without  the  risk  of  treading  on  some 
valuable  plant,  and  of  feeling  as  if  he  were  tres- 
passing in  a  garden.    *    *    * 

^  It  cannot  fail  to  be  remarked  that  the  great 
boasted  peculiarity  of  peasant .  proprietorship, 
even  in  the  accounts  furnished  by  its  admirers 
and  supporters,  is  that  it  is  a  stimulus  to  labor. 
This  is  in  itself  a  valuable  quality  of  any  social 
state,  but  It  is  also  a  necessaiy  qualification  of 
real  labor  that  it  be  directed  to  a  profitable  pur- 
pose ;  and  labor  will  be  rendered  valuable  in  itself, 
not  by  the  time  it  occupies,  or  the  apparent  diffi- 
culties with  which  it  combats,  but  by  the  extent 
to  which  it  performs  any  services  of  which  the 
community  desires  performance.  The  hardest 
endurance  on  the  treadmill  is  not  in  this  sense 
labor ;  and  the  hardest  exertions  to  make  the 
surface  of  a  rock  yield  grain  while  there  is  tillable 
ground,  or  any  other  productive  means  of  em- 
ploying the  labor  remaining  neglected  beside  it, 
are  not  acceptable  or  commendable  service.  If 
we  find  in  small  isolated  communities  men  thus 
laboring  hard  and  acquiring  all  the  moral  disci- 
pline that  follows  continued  exertion— even  if 
we  should  respect  such  a  phenomenon  when  it 
happens  to  l>e  exhibited,  we  cannot  expect  large 
and  intelligent  communities  will  imitate  the  ex- 
ample, and  waste  their  labor. 

**  K  we  appeal  to  the  working  classes  in  this 
country — and  it  is  only  by  appealing  to  them, 
that  they  can  be  prevailed  on  to  adopt  any  change 
of  habit  on  such  matters  as  labor  and  occupancy — 
we  do  not  hold  out  any  very  inviting  prospect, 


when  we  recommend  them  to  save  money  to  be 
invested  in  land,  in  order  that  when  they  possess 
it,  they  may  be  induced  and  impelled  to  work 
so  much  the  harder.  Such  an  appeal  would  be 
simply  calling  on  the  working  classes  to  place 
their  earnings  in  a  bad  investment;  and  they 
would  only  be  following  the  example  of  the  edu- 
cated and  richer  classes,  if  they  avoided  it,  for 
those  classes  do  not  generally  invest  in  land 
merely  because  it  is  land,  unless  the  investment 
be  otherwise  beneficial.  It  will  not  be  felt  as  a 
sensible  improvement  to  the  workman*s  condi- 
tion, that  he  is  called  a  landlord,  even  if  he  should 
obtain  the  priyilege  for  nothing,  if  he  has  still  to 
labor  as  much  as  he  previously  labored,  and  must 
fare  worse ;  nor  would  any  discreet  adviser  re- 
commend him  to  take  advantage  of  the  opportu- 
nity so  to  raise  his  condition  should  it  be  ofifered 
to  him.  If  the  possession  of  a  small  holding,  upon 
the  mere  condition  of  working  it,  would  not  be 
an  advantageous  speculation  for  the  working  man 
of  this  country,  still  less  would  it  be  so,  if  he  had 
to  pay  a  rent  for  it  as  a  tenant,  or  had  to  pay 
what  is  the  same  as  rent — interest  for  money  se- 
cured on  the  land,  and  paid  either  to  the  person 
from  whom  he  has  nominally  bought  it,  but  to 
whom  is  still  due  the  purchase  money,  or  to  a 
creditor  to  whom  he  ought  to  have  transferred  the 
land.  That  large  estates  should  be  burdened,  and 
deprived  of  the  manifest  advantages  of  having 
capitalist  proprietors,  has  been  already  alluded  to 
as  an  evil ;  but  it  is  feared  that  a  numerous  pea- 
sant proprietary,  with  burdened  possessions,  is  a 
still  greater  evU.    ♦    ♦    ♦    ♦ 

'*  There  is  an  element  likely  to  deceive  partial 
observers  in  the  superior  productiveness  per  acre 
of  small  over  large  holdings — when  there  is  such 
a  superiority,  which  is  a  feature  so  often  vouched 
for,  that  it  must  sometimes  really  exist."  Mr. 
Burton  then  quotes  from  Mr.  Laing*s  Notes  of  a 
Traveller^  a  passage  exalting  the  labor  of  Flan- 
ders, East  Friesland,  Holstem,  and  all  the  coast 
from  the  Sound  to  Calais,  over  that  of  the  corre- 
sponding country  from  the  Firth  of  Forth  to 
Dover.  Even  granting  this  to  be  true,  Mr.  Bur- 
ton says, — 

"  It  is  possible  to  apply  too  much  labor  to  the 
land,  and  thus  to  buy  its  productiveness  too  dear. 
A  forcing  frame  is  twice  or  thrice  as  productive 
as  the  same  square  area  subject  to  ordinary 
cropping,  or  gardening;  but  it  does  not  follow 
that  it  would  be  advantageous  to  the  community 
to  spend  so  much  labor  and  capital  on  production, 
as  would  be  necessary  to  procure  it  through  the 
instrumentality  of  forcing  frames.  An  acre  co- 
vered with  glass  will  perhaps  produce  as  much  as 
five  acres  exposed  to  the  atmosphere ;  but  if  it 
would  cost  as  much  labor,  or  money,  to  cultivate 
the  single  acre  after  this  fashion,  as  to  cultivate 
twenty  acres  in  the  ordinary  manner,  and  tho 
twenty  acres  are  to  be  had,  there  will  be  no  profit 
in  the  forcing  system.  To  make  the  man  who 
produces  a  blade  of  grass,  where  no  blade  of  grass 
has  grown  before,  eminently  meritorious,  he  must 
&id  out  the  place  where,  and  the  manner  in  which, 
his  blade  is  to  grow  the  cheapest.  Labor  spent 
in  working  up  land,  to  make  it  give  forth  a  small 
additional  produce,  when  it  might  have  been  ap- 
plied to  other  land  with  such  efficacy  as  to  effect 
a  larger  produce,  is  misspent.  The  man  who  first 
stated  that  a  pin  a  day  is  a  groat  a  year  should 
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have  informed  people  how  many  groat*s  worth  of 
labor  they  will  expend  in  collecting  a  pin  a  day : 
he  evidently  was  not  the  author  of  the  other  em- 
bodiment of  popular  wisdom,  which  describes  a 
certain  coarse  of  action  as  *  penny  wise  and  ponnd 
foolish.* 

"  To  produce  food  is  the  aim  of  agriculture ; 
and,  economically  speaking,  the  people  who  ob- 
tain the  largest  quantity  of  food  with  the  least 
expenditure  of  labor  have  made  the  best  invest- 
ment of  their  industry." 

217.  These  arguments  so  admirably  stated  are 
perfectly  conclusive.  And,  indeed,  it  is  some- 
what remarkable  that  these  small  properties 
should  be  so  earnestly  espoused  by  Mr.  Mill,  who 
is  a  disciple  of  the  Ricai^dian  Theory  of  Rent. 
It  is  the  fundamental  dogma  of  the  Ricardian 
school  of  Economists,  that  every  increased  quan- 
tity of  labor  devoted  to  the  land  produces  a  pro- 
portionably  less  and  less  return.  Mr.  Mill  him- 
self distinctly  states  it,  Vol,  L  p.  216, — 

**  After  a  certain  and  not  very  advanced  stage 
in  the  progress  of  agriculture;  as  soon,  in  fact,  as 
men  have  applied  themselves  to  cultivation  with 
any  energy,  and  have  brought  to  it  any  tolerable 
tools ;  from  that  time,  it  is  the  law  of  production 
from  the  land,  that  in  any  given  state  of  agricul- 
tural skill  and  knowledge,  by  increasing  the 
labor,  the  produce  is  not  increased  in  an  equal 
degree;  doubling  the  labor  does  not  double  the 
produce ;  or  to  express  the  same  thing  in  other 
words,  every  increase  of  produce  is  obtained  by 
a  more  than  proportional  increase  in  the  appli- 
cation of  labor  to  the  land.  This  general  law  of 
agricultural  industry  is  the  most  important  pro- 
position in  Political  Economy." 

Thus  Mr.  Millf  in  advocating  these  small  pea- 
sant proprietorships,  on  the  score  of  the  industry 
of  their  owners,  is  advocating  a  system  of  labor 
which  he  maintains  produces  a  constantly  dimi- 
nishing result  for  a  constantly  increasing  quantity 
of  labor.  But  this  is  the  very  doctrine  which 
Bastiat  has  combated  with  such  brilliant  success 
in  the  Sophismes  Economiques,  It  is  exactly  the 
old  Protectionist  doctrine  of  encouraging  labor, 
merely  for  its  own  sake.  The  true  Economical 
doctrine  is  to  produce  the  greatest  result  with 
the  least  labor.  Now,  if  a  nation  can  obtain  a 
greater  amount  of  com  and  agricultural  produce 
with  less  labor  and  expense,  by  exporting  its 
manufactures  than  by  growing  it  for  them- 
selves, it  is  clearly  for  their  advantage  to  import 
it  than  to  grow  it.  It  is  just  an  example  of  what 
Adam  Smith  says  about  growing  vines  under 
hothouses  and  making  wine  in  Scotland.  Ko 
doubt  it  could  be  done,  but  at  thirty  times  the 
expense  at  which  wine  could  be  imported  from 
the  South  of  Europe.  It  is,  therefore,  much  more 
advantageous  for  the  country  to  purchase  wines 
with  its  produce,  than  to  make  them  itself. 

218.  Nor  is  the  notion  of  encouraging  mere 
industry  for  its  own  sake  better  founded.  There 
can  be  little  doubt,  indeed,  but  that  artisans  work 
a  very  great  deal  harder,  much  more  continuously, 
and  with  much  greater  intensity  than  agricultural 
laborers,  and  that  their  labor  is  much  more  pro- 
ductive. 

219.  The  last  argument  is  national  happiness. 
It  is  said  that  a  nation  of  peasant  proprietors  is  a 
much  happier  people  than  a  manufew^turing  one. 
We  very  much  doubt  that  national  happiness  is 


produced  by  legislation.  Bad  legislation  may 
produce  much  misery,  and  much  poverty,  but  we 
doubt  that  it  can  produce  either  wealth  or  happi- 
ness. The  function  of  legislation  is  to  remove 
causes  which  obstruct  progress  in  wealth,  and 
obstruct  happiness,  but  it  cannot  produce  them 
directly,  ^ut  the  happiness  argument  seems  to 
us  a  very  vague  and  intangible  one.  Are  we 
sure  that  the  people  in  those  countries  are  so  very 
much  happier  than  the  people  in  England  ?  We 
are  somewhat  sceptical  on  that  point. 

But,  after  all,  the  countries  from  which  those 
who  most  favour  peasant  properties  chiefly  draw 
their  ai'guments  are  but  very  secondary  countries. 
The  examnles  chiefly  cited  are  Switzerland,  Tus« 
cany,  and  Norway.  But  of  what  weight  are  they 
in  the  councils  of  the  world  ?  It  is  perfectly  no- 
torious that  they  exist  merely  by  the  sufferance 
of  their  more  powerful  neighbours.  Switzerland 
may  he  a  happy  country,  but  does  she  exist  of 
her  own  strength,  or  by  the  toleration  of  her  more 
powerful  neighbours  ?  France  would  eat  her  up 
for  a  morning  meal.  What  is  Tuscany  among 
the  nations  ?  What  is  Norway  ?  Each  of  these 
countries  may  be  happy,  but  it  is  a  happy  ob- 
scurity. They  have  no  position  to  maintain  in 
the  world,  no  fleets  and  armies  to  support,  to 
make  their  voice  heard  and  respected  among 
nations.  They  may  therefore  waste  their  labor 
in  any  fanciful  w^ay  they  please.  But  the  ques- 
tion is,  is  such  a  system  applicable  to  England  ? 
England  stands  in  a  very  different  position  from 
either  of  these.  She  has  an  enormous  debt  to 
provide  for,  and  gigantic  fleets  and  armies  to 
maintain.  These  must  be  kept  up  in  order  to 
enable  her  to  keep  her  place  among  peoples.  To 
keep  these  up  requires  constant  and  unremitting 
toil,  and  moreover  that,  that  toil  should  be  direct- 
ed in  the  most  remunerative  channel.  That 
England  should  outwork  every  other  nation  is 
the  very  condition  of  her  existence.  The  first 
place  in  the  world  must  remain  to  that  nation 
which  can  outwork  and  outborrow  every  other. 
The  maintenance  of  the  power  of  England  depends 
upon  the  increase  of  her  Capital,  and  to  promote 
that,  it  is  indispensable  that  it  should  be  em- 
ployed in  the  most  productive  manner.  The 
most  productive  manner  of  employing  capital 
most  conduces  to  the  increase  of  a  thriving  popu- 
lation, and  in  a  thriving  population  and  abun- 
dance of  capital  the  power  of  the  nation  manifestly 
consists.  There  can  be  no  possible  doubt  that  it 
would  seriously  impair  the  progress  of  the  power 
of  England  to  cut  the  land  up  into  peasant  pro- 
perties. And  it  would  be  but  a  sorry  day  for 
her,  when  she  should  adopt  the  fatal  advice  of 
designedly  diverting  her  industry  from  a  more 
productive  employment  to  one  avowedly  greatly 
less  productive.  It  would  be  nothing  less  than 
an  overthrow  of  the  whole  modern  science  of  Po- 
litical Economy. 

220.  From  the  considerations  we  have  seen 
above,  shewing  how  much  more  the  increase  of 
Capital  depends  upon  the  rapidity  of  revolution 
than  upon  actual  profits,  it  is  manijfest  how  greatly 
it  is  promoted  by  the  multiplicity  of  exchanges. 
In  order  to  encourage  this,  it  is  manifestly  of  the 
greatest  importance  to  have  things  as  cheap  as 
possible.  This  shows  how  injuriously  ignorant 
legislation  may  affect  the  progress  of  national 
wealth.    It  shows  how  ii^urioiudy  the  raising  of 
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the  prices  of  commodities  by  heavy  taxes  acts, 
by  arresting  the  rapidity  of  their  circulation,  and 
so  preventing  the  growth  of  Capital.  It  shows 
that  it  is  far  more  iujarions  to  the  progress  of 
wealth  than  the  actual  sum  levied  in  the  way  of 
taxation. 

221.  The  truth  of  these  remarks  is  abundantly 
verified  by  the  prodigious  advance  the  industry 
and  wealth  of  the  country  have  made  since  the 
inauguration  of  Free  Trade.  This  increase  affords 
some  measure  by  which  we  may  form  some  idea 
of  the  enormous  injury  sustained  during  the  long 
prevalence  of  Protection.  It  may  be  asserted 
with  the  greatest  safety  that  England  would  have 
been  a  richer  country  by  many  thousands  of 
millions,  if  she  had  not  been  cramped  in  her  pro- 
gress by  these  fatal  theories.  Boisgulllcbert  was 
one  of  the  first  to  call  attention  to  the  Economical 
effects  of  good  or  bad  administration.  If  any  one 
wishes  to  have  some  idea  of  the  destructive  effects 
of  bad  government  on  national  wealth,  he  may 
read  them  in  Mr.  Senior*s  Turkish  Journal. 

222.  We  must  now  bring  this  article  to  a  con- 
clusion. It  is  but  a  brief  survey  of  the  subjects 
it  compreheuds.  Each  of  them  demands  a  sepa- 
rate investigation,  and  for  fuller  information  we 
must  refer  to  the  several  heads  of  Annuities; 
Bank  Note;  Bill  of  Exchange;  Bill  of 
Lading  ;  Dock  Wabbant  ;  Cbrdit;  Coptbight; 
Goodwill  ;  Funds  ;  Pbactice  ;  Pbopebtt  ; 
Riches;  Wealth;  Value. 

223.  The  preceding  article  is  only  one  among 
many  examples,  of  the  immense  importance  of 
obtaining  true  conceptions.  As  soon  as  we  obtain 
a  firm  grasp  of  the  conception  that  Pbopebtt  is 
not  a  Thing,  but  a  RIGHT,  we  find  that  a  blaze 
of  light  is  thrown  over  the  whole  subject.  It 
immediately  proves  the  independent  existence, 
and  explains  the  nature,  of  gigantic  masses  of 
property,  which  have  either  been  entirely  over- 
looked by  Economists,  or  whose  nature  has  been 
greatly  misunderstood.  We  are  persuaded  that 
no  one  acquainted  with  Mathematical  and  Physi- 
cal science  can  fail  to  see  that  the  preceding 
considerations  give  as  great  an  extension  to  the 
field  of  Political  Economy,  as  Algebra  did  to  the 
field  of  Arithmetic,  by  the  introduction  of  negative 
quantities.  Algebra  shews  us  that  quantities  ex- 
tend on  both  sides  of  0  to  infinity,  and  that  positive 
and  negative  quantities  are  to  be  added  together 
to  find  the  mass  of  the  totality.  This  is  also  the 
case  in  Natural  Philosophy.  And  the  preceding 
conaiderations  shew  by  the  strictest  ansdogy  that 
the  Pbopebtt,  or  the  Right  to  the  future  may  be 
measured  with  as  great  exactness  as  the  Property, 
or  right  to  the  past.  And  that  these  two — the 
Property  in  the  past,  which  is  positive,  and  the 
Poperty  in  the  future,  which  is  negative— are  to 
be  ADDED,  to  find  the  mass  of  the  totality  of  Pro- 
perty. 

224.  But  not  only  do  the  preceding  considera- 
tions give  this  extension  to  the  field  of  Political 
Economy,  but  they  introduce  as  great  a  revolution 
In  the  method  of  treating  it,  as  the  introduction  of 
the  doctrine  of  motion  into  the  old  geometry.  As 
soon  as  we  understand  that  Capital  is  an  increasing 
quantity,  there  is  at  once  the  doctrine  of  motion 
introduced  into  Political  Economy,  with  all  its 
consequences.  These  ideas  have  been  actually 
involved  in  the  very  language  which  Economists 


have  nsed.  All  have  admitted  that  capital  is  an 
increasing  quantity,  and  in  this  age  when  the 
knowledge  of  Natural  Philosophy  is  so  spread,  it 
is  little  less  than  marvellous  that  they  should 
scarcely  have  had  the  slightest  notion  of  the 
necessary  consequence  of  the  language  they  were 
using.  It  was  positively  bursting  with  this 
conception.  Yet  only  two,  that  we  are  aware  of, 
seem  to  have  felt  its  true  significance.  Thus 
Bastiat  says,  Harmonies  JSconomiques ;  Capital 
/>.  221 .  "•  Le  viree  acquirit  eundo  s^applique  avec  une 
exactitude  rigoureuse  au  Capital,  et  k  sa  bienfais- 
ante  influence.  Tout  Capital  qui  se  forme  laisse 
n^cessairement  disponible,  et  du  travail,  et  de  la 
remuneration  pour  ce  travail.  U  porte  done  en 
lui-m^me  une  puissance  de  progression.  II  y  a 
en  lui  quelque  chose  qui  ressemble  k  la  loi  des 
vitesses." 

So  Mr.  Jennings,  Natural  Elements  of  Political 
Economy^  p.  259. 

*'Our  instruments,  although  acting  on  and 
through  the  principles  of  human  nature,  are  found 
to  consist  of  metallic  indices  related  as  parts  and 
multiples,  aud  not  less  capable  of  being  made 
subservient  to  the  processes  of  exact  calculation 
than  are  the  instruments  of  any  purely  physical 
art.  The  results  of  these  principles,  when  ob- 
served, may  thus  be  expressed  in  figures,  as  may 
also  be  the  anticipated  results  of  their  future  ope- 
ration, or  such  relations  as  those  of  Quantity  and 
Value.  Value  and  Kate  of  Production  may  be 
exhibited  in  the  formulas,  and  analyzed  by  the 
different  methods  of  Algebra  and  Fluxions." 

225.  Seeing,  then,  that  the  very  language 
which  Economists  are  compelled  to  use  neces- 
sarily involves  conceptions  which  ai'e  strictly 
analogous  to  those  of  Natural  Philosophy,  the 
time  has  come  when  the  science  of  Political  Eco- 
nomy must  be  treated  in  a  manner  strictly  ana- 
logous to  that  applied  to  Physical  Science.  The 
work  of  Economists  since  the  days  of  Adam 
Smith  has  been  alm«t  entirely  destructive. 
There  is  no  one  who  has  conferred  more  en- 
during benefits  on  the  human  race  than  Adam 
Smith,  and  those  eminent  men  who  have  given 
effect  to  his  doctrines  in  practice.  But  we  must 
never  forget  that  their  principal  work  was  to 
beat  down  and  destroy  the  mischievous  theories 
of  Protection,  To  destroy  error  is  a  very  dif- 
ferent matter  from  erecting  a  great  science.  Since 
the  time  of  Adam  Smith  vast  masses  of  economic 
truth  have  been  discovered,  but  they  lie  in  a 
crude  and  unconnected  state.  The  business  of 
future  Economists  is  to  reduce  these  masses  of 
acknowledged  truths  Into  one  great  harmonious 
science,  by  discovering  the  fundamental  concep- 
tions and  axioms  which  connect  them.  The  time 
has  come  to  realize  the  sublime  conception  of 
BacoD,  who  was  the  first  to  see  that  Natural  Phi- 
losophy is  the  mother  of  all  science,  and  that  the 
reasonings  of  all  science  must  be  referred  to  that 
for  comparison  and  rectification.  That  Political 
Economy  is  based  on  certain  peculiar  conceptions 
and  axioms,  like  every  other  great  science,  is  an 
indubitable  fact.  And  when  they  have  been 
seaixhed  out  aud  investigated,  and  tested  by  the 
acknowledged  laws  of  Inductive  Logic,  Political 
Economy  will  then  be  fitted  to  take  rank  as  the 
youngest  sister  of  the  Physical  Sciences.    (Pbe- 
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ANALYSIS  OF  THE  ARTICLE. 


§  1-9.  Necessity  of  obtaining  accurate  concepHons^ 
which  are  not  arbitrary,  but  founded  in  nature. 

§  10.  Two  Canons  applicable  to  the  formation  of 
Economical  Conceptions  and  Axioms. 
I.  Thefundamental  Conceptions  and  Axioms 

of  any  Science  must  be  perfectly  general, 
n.  No  general  Conception^  and  no  general 
Axiom,  mu^t  contain  any  element  involving 
more  than  one  fundamental  idea* 

§11.  Examples  of  this — The  definition  of  Mc 
chanictu  force ;  and  AristoUe^s  definition  of 
Wealth, 

§  12.  When  conceptions  are  obtained  inductively,  we 
must  proceed  deductively  to  discover  aU  classes 
of  cases  to  which  they  are  applicable, 

§  13-17.  Investigation  of  the  origin  and  meaning 
of  Capital  in  dreeh,  Latin^  Italian^  awi 
Prench. 

§  18-34.  Investigation  of  the  meaning  attributed  to 
the  word  Capital  by  Turgot,  Adam  Smith, 
J,  B,  Say,  Bicardo,  Malthus,  Mr,  Senior, 
James  MiUy  Mr.  McCullochy  Bossi^  Mr,  J,  S. 
Mill,  Coquelin, 

§  35,  Oeneral  sense  to  be  collected  from  these 
writers  that — Capital  is  Wealth  accumulated 
from  past  human  labor,  and  employed  in  a 
particular  manner. 

§  36,  This  conception  violates  the  Canons  above 
stated  in  §  10. 

§  37-39.  The  limitation  ^^accumulation  of  past  la- 
bor^^  not  the  essence,  but  the  accident,  of  Ca^ 
pital,  and  to  be  rejected  from  the  general 
conception. 

§  40,41.  This  agrees  with  passages  in  Mr.  Senior, 
and  Mr.  J,  S.  Mill. 

§  42.  Remarks  of  Dr.  Whately  onthe  conception  of 
Value,  applicable  to  other  conceptions. 

General  conception  of  Capital — Capital  is 
an  Economic  Element  devoted  to  the  purposes 
ofprofU. 

S  43.  Investigation  of  ike  question — What  is  an 
Economic  Element  f 

{  44-54.  Examination  of  the  opinions  of  Econo- 
mists, whether  incorporeal  elements  are  to  be 
admitted  into  Political  Economy,  The  opi' 
nions  of  Socrates,  Aristotle,  Turgot,  Quesnay, 
Beccaria,  Adam  Smith,  J.  B.  Say,  Bicardo, 
Mr.  Senior,  Malthus,  JBastiat^  M.  Baudril' 
lart,  Mr.  Cazenove. 

{  55-59.  The  question  is  to  be  determined  by  the 
analogy  of  the  Physical  ScieTwes, — They  shew 
that  incorporeal  elements  are  to  be  admitted 
into  Political  Economy.  Everything  of  which 
the  value  may  be  measured  is  an  Economic  Ele* 
ment.  Agreement  of  M.  Michel  Chevalier  in 
this  opinion. 

^  60-69.  Conception  of  Capital  adopted — Capital 
is  an  Economical  Element  used  for  the  pur- 
poses of  profit. 

Capital  is,  therefore,  an  increasing,  or 
CONTINUOUS  QUANTITY. 

It,  therefore,  extends  from  the  past  into  the 

FUTURE. 

§  70  75.  Explanation  of  the  meaning  of  the  terms 
positive,  and  negative,  in  Algebra  and  Natural 
Philosophy. 

Capital  m  a  CoNTniuous  Quantity,  which 
passing  through  0,  or  the  present,  into  futu- 
rity, CHAMQE8  ITS  SIGN. 


76-79.  Which  means  that  the  property,  &r  right, 
in  past  profits  is  positive,  and  die  property,  or 
right,  to  future  profits  is  negative.  And  these 
loiter,  or  negative,  rights  are  to  be  added  to  the 
former,  or  positive,  ones, 

§  80-93.  Investigation  of  the  different  species  of 
Capital,  based  upon  Aristotle's  doctrine  of 
Value. 

§  94,  95,  It  is  Dbmawd,  ob  CONSUMPTION, 

AND    NOT   LABOR,   THAT   GIVBS   VaLUB   TO 

PRODUCTION. 
§  96-99.  On  the  nature  of  (he  Funds,  and  the  opi- 

nions  of  J,  B,  Say  and  Mr.  J.  S,  MUl  respect- 

ing  them. 
§  100-104.  Every  maris  income  is  paid  out  of  the 

income  of  some  one  else. 
§  105, 106.  The  funds  are  independent  property, 
§  107, 108.  The  word  Pbopebtt  denotes  an  attri- 
bute vested  in  the  person,  and  not  in  a  thing, 
§  109.  Things  which  may  be  the  subject  of  property 

are  divided  into  two  fundamentally  dutinet 

classes, — 

I.  Those  which  are  in  a  state  of  complete 
cmd  final  existence  at  the  time  of  posses- 
sion. 

II.  Those  which  only  come  into  existence  at 
future  intervals  of  time 

But  although  they  only  come  into  existence 
at  future  intervals  of  time,  the  PROPERTY 
or  RIGHT  to  them  is  PRESENT. 
§  110.  The  Theory  of  the  Value  of  Land  is  the 

grammar  of  the  Theory  of  Value  in  general, 
§  111-127.  Investigation  of  the  theory  of  the  Value 
of  Land,  Bailways,  Canals,  Shares  in  Com^ 
mercial  Companies  of  all  sorts. 

The  Capital,  or  source  of  Profit^  and  the 
Profits,  are  separate  and  di^nct  property. 

In  some  cases,  the  Value  of  the  Capital 
may  remain,  and  the  Value  of  ti^  Profits  may 
remain. 

In  other  cases,  the  Value  of  the  Profits  may 
remain,  while  the  Value  of  the  Capital  vanishes. 

In  other  cases,  the  Value  of  the  Capital 
may  remain,  while  the  Value  of  the  Profits 
vanishes. 

In  other  eases,  the  Value  of  the  Profits,  and 
the  Value  of  the  Capital,  may  vanish  together, 
§  128-134.  Shares  in  Commercial  Companies  are 
separate,  independent,  and  incorporeal,  pro- 
perty. 

Analogous  to  a  share  in  a  company,  are  the 
Ooodiom  of  a  business.  Copyright^  the  Prac^ 
tice  of  a  Professional  man. 

All  these  are  separate^  independent,  and  in- 
corporeal property,  which  may  be  accumutated, 
and  transferred  from  person  to  person^  lihe 
material  products. 

All  this  mass  of  property  has  been  omitted 
by  Economists  in  framing  a  definition  of 
Wealth. 
§  135.  This  confirms  the  necessity  of  refecting  the 
^*  accumuloiion  of  past  human  labor**  from 
the  definition  of  Capital, 
§  136,  137.  Third  species  of  property^  where  the 
Capital,  or  source  of  profit,  is  immaterial,  but 
the  product  material. 
§  138.  Fourth  species  of  property,  where  the  Capi- 
tal and  the  Product  are  both  immateriaL 
§  139.  Objection  to  the  criterion  of  Wealth  pro 

posed  by  Malthus  and  M,  BaudriUart 
§  140,  141.  J.  B,  Say  and  Dr.  Whately  were  the 
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JSrtt  Eeanomuts  to  tee  that  Rights  are  JSeo* 
nomical  Sletnents. 

PROPERTY  19  NOT  A  THING  but  a 
RIGHT. 

IHstinetion  between  the  tranefer  of  the  poe* 

eenion  of  a  thing  and  a  transfer  of  the  pro^ 

perty  in  it. 

142-162.  Investigation  of  the  nature  o/Grbdit. 

Opinions  o/HamUton,  Daniel  Webster,  Mr. 

Me  CuUoch,  Mr.  J.  S.  Milly  and  Bastiat,  that 

Credit  is  Capital, 

163- 168.  Instigation  of  the  nature  of  the  Fuhds. 

169.  Snormous  extent  of  incorporeal  Wealth, 

1 70.  On  Mr.  J.  S.  Mitts  account  of  Utilities. 

171.  Is  gas  Wealth  f 

172.  Question  proposed  to  JEeonomists  who  deny 
incorporeal  elements  admission  into  Political 
Economy. 

173.  The  different  species  of  Property :  the  do' 
main  of  Political  Economy,  may  be  divided 
into  three  classes,^ 

1.  The  right  to  the  use  and  emovment  of  ex^ 
isting  materieU  products  of  all  degrees  of 
durability. 

2.  The  right  to  the  use  and  enjoyment  of 
immaterial  products,  which  perish  in  the 
using. 

3.  7^  right  to  the  use  and  enjoyment  of 
products  of  aU  sorts,  which  have  no  pre- 
sent existence,  but  only  come  into  existence 
at  some  future  time .  Although  these  pro^ 
ducts  are  future,  the  riqht  to  them  is 
PBBSBNT,  and  may  be  accumulated,  and 
transferred  by  sale,  or  exchange,  equally 
as  any  material  products. 

The  first  two  classes  of  products  having  an 
actual  existence  at  the  time  of  the  exchange, 
may  be  called  positive. 

The  third  class  having  no  actual  existence 
at  the  time  of  the  exchange^  may  be  called 
negative. 

The  rights  to  products  of  the  third,  or  nega- 
tive, class  are  to  be  ADDED  TO,  not  sub- 

TBACTBD  FROM,  thoSS  of  thsfirst  tWO. 

174, 175.  Further  considerations  respecting  /n- 

eorporeal  Capital. 
176.  Error  ofMalthusU  doctrine  of  population. 
177-179.  Problems  of  maxima  oma  minima  in 

Political    Economy.      Error   of  Ricardo*s 

Theory  of  Rent. 
180-185.  Onfixed  and  floating  Capital. 
186-188.  Error  of  some  prevalent  doctrines  on 

Capital. 

189.  Comparison  of  hire,  or  rent,  with  price. 

190,  191.  Labor,  Materiality  and  Dura- 
bility are  all  the  -  Accidents,  and  not  the 

ESSRMCB  of  VaLUB. 

DEMAND  IS  THB  ONLY  SOURCE  of 
VALUE. 

Value  requires  the  concurrence   of  two 
minds. 
192,  193.  It  is  not  Labor  which  is  the  cause  of 

Value,  but  Value  which  attracts  Labor. 
194.  Value  originates  in  the  mind. 
195  201.  Rejection  of  Utility  as  the  basis  of 
Value. 

Quotation  from  Dugald  Stewart  illustrating 
the  Doctrine  of  Value. 
202.  These  considerations  useful  in  the  Theory 

of  the  Income  Tax. 
203-215.  On  the  Increase  of  Capital. 


Capital  may  be  productively  employed  in 
three  ways  :^ 

1.  In  augmenting  the  quantity  of  existing 
things, 

2.  In  adding  to  the  value  of  existing  things, 

3.  In  substituting  things  of  greater  value  in 
the  stead  of  things  of  less  value  in  any 
place. 

On  the  revolution  of  Capital,  and  Rate  of 

Profit. 
§  216-219.  On  lagrande  and  la  petite  culture. 

Quotation  from  Mr.  John  Hill  Burton 

regarding  this. 
§  220,  221.  Desirable  to  promote  multiplicity  of 

Exchanges. 
§  222.  References  to  other  articles. 
I  223.  The  ctmsiderations  in    this  article   give 

as  great  an  extension  to  the  field  of  Political 

Eeenomy,    as  Algebra  did  to  the  field  of 

Arithmetic. 
§  224.  And  they  introduce  as  ^reat  a  revolution 

in  the  method  of  treating  tt,  as  the  introdw- 

tion  of  the  Doctrine  of  motion  into  the  old 

Geometry. 
§  225.  Conelusien. 


CAPITAL  AND  LABOR. 

A  brief  and  candid  enquiry  as  to  the  present  state 
and  future  prospects  of  the  agriculturcd  and  manu- 
facturing labouring  classes,  with  the  mutual  depend- 
ence of  Capital  and  Labor  upon  each  other.  Lon- 
don, 1848. 

GAFITALISTE. 

Lettres  dun  Capitalists  nouveUement  Habli  en 
France  a  un  Banquier  de  Londres.    Paris,  1803. 

CAPITELLI,  DOMENIGO. 

Comento  ideologico-storico-pratico  delle  leggi 
relative  alV  accessione  industriale  mobiliare.  Na- 
poii,  1836. 

CAPlTAinr  Y  MONTPALAU,  ANTONIO 

DE,  an  eminent  Spanish  writer  of  the  last  cen- 
tary,  was  born  at  Barcelona,  24th  November, 
1742.  He  served  in  the  army  for  some  time,  and 
then  took  part  in  a  scheme  to  colonize  the  Sierra 
Morena.  This  having  failed,  he  went  to  live  at 
Madrid.  He  travelled  in  Italy,  France,  Germany, 
and  England.  He  resided  at  Madrid  till  1808, 
greatly  respected  by  the  government.  When  the 
French  entered  Madrid,  he  retired  to  Seville,  and 
afterwards  was  a  member  of  the  Cortes  of  Cadiz, 
where  he  died  of  yellow  fever  in  1813. 

Capmany  published  several  works  in  general 
literature.    His  economical  writings  are, — 

Codigo  de  las  costumbras  maritinms  de  Barce- 
lona, ha^ta  aqui  wlgarmente  clamado  libro  del  con- 
sulado.     1791. 

Memoriae  historicas  sobre  la  marina,  comereio  y 
artes  de  la  antigua  ciudad  de  Barcelona.  Madrid, 
1779-92. 

QOestiones  criticas  sobre  varies  puntos^  de  his- 
toria  economica,  politico,  y  militar.    Madrid,  1817. 

Discurso  economico-politico  en  defensa  del  tra- 
bajo  mecanico  de  los  menestrales,  y  de  la  influencia 
de  sus  gremios  en  las  costumbres  populares.  Ma- 
drid, 1778. 

This  latter  work  did  not  appear  in  Capmany's 
name,  bat  is  generally  attributed  to  him.    The 
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others  are  very  highly  esteemed  by  all  writers. 
The  second  is  more  especially  valuable,  as  it  con- 
tains a  large  collection  of  original  documents  re- 
lating to  the  commerce  of  Barcelona  in  the  middle 
ages. 

CAPON,  PAUL. 

Mon  opinion  sur  les  finances,    Paris,  1798. 

CAPPE,  HEINBICH  PHILIPP. 

Besckreibung  der  Mninzer  Munzen  des  Mit' 
telalters.    Dresden,  1856. 

Besckreibung  des  Munzen  des  vQrmaligen  Kai^ 
serlichen  freien  welUicken  SHfis  Quedlinbtirg. 
Dresden,  1851. 

Die  Mittelalter  Munzen  von  MUnsUTy  Osna^ 
bruch,  Paderbom,  Corvei^  und  Hervard.  Dres- 
den, 1850. 

CAPPEL,  JACQUES.  The  younger,  Sieur 
de  Tilloy. 

De  ponderibusj  nummisj  et  mensuris.  Franco- 
furti,  1606-07. 

CAPPONI,  OINO. 

Cinque  Lettere  de  economia  Toscana,  Firenze, 
1845. 

CAPPS,  EDWABD. 

Early  in  1857,  the  Society  of  Arts  announced 
tliat  a  Mr.  Henry  Johnson  had  placed  £200  in 
their  hands,  as  a  prize  to  be  given  to  the  author 
of  the  best  '•''  Essay  on  the  present  Financial  Po- 
sition of  the  Country,  as  affected  by  recent  events, 
in  which  the  principle  of  a  Sinking  Fund  should 
be  discussed,  and  also  an  investigation  made  as 
ti  the  best  mode  of  gradually  liquidating  the 
National  Debt."  The  Society  appointed  Mr.  J. 
T.  Danson,  Fellow  of  the  Statistical  Society ;  Mr. 
Charles  Neate,  Professor  of  Political  Economy  in 
the  University  of  Oxford ;  and  Mr.  Jacob  Waley, 
Professor  of  Political  Economy  in  University  Col- 
lege, London,  as  adjudicators  of  the  Prize.  Mr. 
Edward  Capps  was  the  fortunate  winner  of  the 
prize  in  an  essay  entitled, 

The  National  Debt  financially  considered. 

The  importance  of  the  subject  certainly  invites 
our  attention  to  the  essay  which  obtained  this 
prize.  The  author  tells  us  in  his  preface,  that  he 
is  not  a  litterateur  by  profession,  but  regularly 
occupied  during  eight  or  nine  hours  of  each  day 
in  commercial  pursuits,  and  that  the  essay  was 
composed  during  the  intervals  before  and  after 
business.  This,  he  says,  does  not  exempt  his 
essay  from  fair  and  candid  criticism.  This  is 
unquestionably  true;  and  in  the  following  re- 
marks we  shall  do  nothing  but  examine  into  the 
book  as  it  stands,  without  reference  to  its  origin. 
At  p.  xiii.,  however,  of  his  Preface,  Mr,  Capps 
rather  shakes  our  confidence  in  his  Economical 
knowledge,  for  he  says,  "There  does  not  appear 
to  be  any  general  agreement  among  public  men 
and  public  writers,  as  to  the  main  point  to  be 
aimed  at  In  the  prosecution  of  our  trade  with 
foreign  countries  ?  Ought  we  to  aim  at  an  excess 
of  exports,  or  an  excess  of  imports?  Has  the 
trade  which  we  have  been  carrying  on  with  other 
nations  for  the  last  fifty  years,  resulted,  on  the 
whole,  in  a  fair  exchange  of  equal  values  on  the 


part  of  the  respective  trading  parties?**  We 
should  have  imagined  that  every  public  man  and 
every  public  writer  of  the  present  day,  who  had 
the  slightest  claim  to  be  considered  as  an  Eco- 
nomist, and  who  understood  the  fallacy  of  the 
Theory  of  the  Balance  of  Trade,  was  perfectly 
aware  of  the  fact,  that  the  value  of  our  foreign 
Trade  was  measured  by  the  excess  of  the  value 
of  the  imports  over  the  exports.  Mr.  Capps  is  a 
commercial  man.  Would  he  consider  that  he 
was  flourishing  in  business  according  as  he  sells 
to  the  public  at  prices  exceeding  or  falling  short 
of  what  his  commodities  cost  him  ?  We  should 
imagine  that  every  person  knew  that  be  gains 
just  in  proportion  as  he  can  sell  his  goods  for 
more  than  they  cost  him.  So  it  is  with  the 
national  shop.  The  nation  must  manifestly  gain 
just  in  proportion  as  it  sells  its  goods  to  foreign 
nations  for  more  than  they  have  cost  it.  If  Mr. 
Capps  had  been  well  posted  up  in  economical 
knowledge,  he  would  also  have  known  that  in 
commerce  both  sides  gain, — not  of  course  in  every 
individual  instance,  because  many  persons  make 
bad  speculations,  but  upon  the  whole, — or  else 
how  could  commerce  be  carried  on  ? 

The  essay  is  divided  into  two  paits : — ^I.  The 
Statistics,  History,  and  Operation  of  the  Nationid 
Debt.  II.  The  present  financial  condition  of  the 
country,  and  suggestions  for  improving  it. 

Introductory  remarks  occupy  Chap.  I.  of  Part  I., 
and  Chaps.  II.  and  III.  give  a  slight  sketch  of  the 
history  of  the  debt  from  its  rise  to  1816,  in  which 
Mr  Capps  animadvertson  the  improvident  inanner 
in  which  several  of  the  loans  were  raised ;  and  at 
p.  10,  thinks  that  if  no  debt  existed,  the  expenses 
of  each  year  might  always  be  provided  for  by  the 
taxation  of  each  year,  and  that  all  borrowing 
upon  annuities,  temporai'y  or  perpetual,  should 
be  prohibited. 

In  Chap.  lY.  he  inquires,  "  What  was  the  value 
really  borrowed  by  the  State  in  the  contraction  of 
the  National  Debt^  up  to  the  year  1816."  He  says, 
that  up  to  that  time  the  nominal  Capital  of  the 
Debt  was  augmented  by  at  least  276  millions 
sterling  beyond  the  sum  actually  received,  and 
that  this  difference  was  increased  by  the  various 
alterations  in  the  monetary  system  of  the  country, 
by  the  measures  of  1797,  1819,  and  1844.  He 
proposes,  therefore,  to  ascertain  the  real  value 
lent  to  the  nation.  In  1815,  he  says,  it  stood  at 
816  millions  of  pounds.  He  criticizes  Sir  Robert 
Peers  definition  of  a  x)ound,  that  *^  accoi-ding  to 
the  ancient  monetary  policy  of  this  country,  the 
meaning  of  a  pound  is  neither  more  nor  less  than  a 
certain  definite  quantity  of  gold,  with  a  mark  upon 
it  to  determine  its  weight  and  fineness.*'  That  Sir 
Robert  Peel  fell  into  a  slight  error  in  saying  that 
the  ^*  pound"  was  always  c^oJi,  is  true,  because  it 
was  anciently  silver,  and  then  gold  and  silver 
conjointly ;  but  he  is  substantially  right,  that  it  is 
a  definite  quantity  of  silver  or  gold,  with  a  mark 
to  certify  its  weight  and  fineness. 

Mr.  Capps  however  maintains  that  during  the 
period  when  the  greater  part  of  the  debt  was 
contracted,  **the  pound  was  not  practically  a 
metallic  pound  at  all,  but  merely  a  piece  of  paper 
issued  by  the  Bank  of  England,  of  no  intrinsic 
value  whatever,  but  alone  valuable  in  the  propor- 
tion that  it  would  purchase  commodities.**  Pray, 
let  us  ask  Mr.  Capps,  what  intrinsic  value  have 
gold  and  silver?  What  value  have  they  at  all, 
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except  as  they  will  purchase  commodities? 
Further,  Mr.  Capps  is  a  commercial  man ;  he, 
therefore,  probably  receives  aod  accepts  Bills  of 
Exchange  in  the  course  of  his  business.  Now 
suppose  he  has  received,  or  given,  a  Bill  of  Ex- 
change, I. «.,  received  or  given  a  debt  contracted 
in  paper,  would  he  consent  to  receive,  or  would 
he  demur  to  pav,  gold  for  a  debt  contracted 
in  paper?  We  imagine  he  would  scout  such  a 
notion.  Well,  then,  what  were  Bank  notes  during 
the  suspension  ?  They  were  *'  promises  to  pay  " 
solemnly  pledged  to  be  redeemed  in  gold  at  the 
end  of  the  war.  To  refuse  to  pay  these  notes  in 
gold  would  have  been  as  much  a  bankruptcy,  as 
it  would  be  in  Mr.  Capps  to  offer  to  pay  his  own 
acceptances  at  I5s.  in  the  pound. 

Mr.  Capps  then  goes  into  an  investigation  of 
the  nature  of  a  standard  of  value,  and  at  p.  44, 
says,  that  gold  and  silver  are  no  standards  of 
value  apart  from  the  price  of  provisions.  Thereby 
shewing  that  they  have  no  intrinsic  value,  any 
more  than  Bank  Notes.  Having  rejected,  then, 
gold  and  silver  as  standards  of  Value,  he  adopts 
corn  as  the  only  true  standard,  a  notion  which  we 
may  say  is  altogether  exploded  now.  He  says, 
*' During  the  centnry  which  elapsed  from  the 
commencement  of  the  debt,  to  the  beginning  of 
the  French  revolutionary  war,  the  average  price 
of  wheat  was  as  nearly  as  possible  36<.  per  quarter, 
or  4t8.  6d.  a  bushel.  The  debt  contracted  during 
this  period  stood,  nominally,  at  the  beginning  of 
1793,  at  £229,614,496,  fiom  which  we  must 
deduct  £29,119,710,  being  the  amount  artificially 
added  to  the  debt  by  the  mode  of  borrow- 
ing adopted.  This  will  leave  a  balance  of 
£200,494,786,  which  being  reduced  into  wheat 
at  36<.  per  quarter,  gives  the  real  sum  borrowed, 
in  the  necessaries  of  life,  as  111,385,992  quarters 
of  wheat. 

"From  1793  to  1816,  the  price  of  wheat  may 
be  reckoned  at  about  80s.  per  quarter.  The  debt 
contracted  during  this  period,  was,  as  we  have 
seen  in  a  former  chapter,  nominally  £586,697,433, 
but  really  only  £339,131,500 ;  wnich  also  being 
reduced  into  quarters  of  wheat  at  80«.  a  quarter 
gives  a  further  amount  borrowed  of  84,782,875 
quarters ;  and  adding  this  to  the  former  amount, 
we  arrive  at  a  grand  total  of  196,168,867  quarters 
of  wheat,  as  the  real,  true,  and  just  amount  of 
our  National  Debt,  as  it  stood  at  the  close  of  the 
French  war,  if  measured  in  the  real  and  natural 
standard  of  Value.  It  is  this,  or  the  equivalent 
of  this,  that  the  fundholder  parted  with  to  become 
the  creditor  of  the  nation,  and  to  the  repayment 
of  this,  he  is  at  least,  fairly  entitled,  if  the  contract 
with  him  be,  as  Colonel  Thompson  expresses  it, 
'subsuntially  fulfilled.*  " 

Now  let  us  ask  what  is  the  drift  of  all  this 
long  investigation  ?  Does  Mr.  Capps  really  pro- 
pose that  the  fundholder  should  be  compelled  to 
accept  this,  in  discharge  of  his  claims  ?  Would 
any  commercial  man  seriously  propose  such  a 
thing  in  his  own  business  ?  He  accepts  a  bill  at 
six  months.  During  that  time,  wheat  has  fallen 
from  70«.  to  50«.,  no  uncommon  occurrence. 
Would  Mr.  Capps  seriously  propose  that  in  such 
a  case  the  acceptor  of  a  bill  should  be  discharged 
on  paying  the  price  of  as  many  quarters  of  com 
at  50<.,  as  would  have  bought  the  same  number 
at  70t.?  Suppose  the  reverse  case,  supposes  Mr. 
Capps  had  accepted  a  bill  at  six  monthfl,  wheat 


being  50«.,  and  during  the  currency  of  the  bill 
wheat  rises  to  70«. ;  would  Mr.  Capps  be  willing 
to  pay  his  creditor  as  much  additional  money  as 
would  be  sufficient  to  buy  an  equal  number  of 
quarters  of  wheat  at  70«.,  as  the  sum  he  agreed 
to  pay  would,  when  wheat  was  at  50s.  ? 

There  is  no  man  in  business  but  would  scout 
such  a  notion,  as  utterly  visionary  and  absurd. 
It  would  introduce  perplexities  into  commerce 
a  thousand  times  worse  than  what  exist  already. 
When  will  writers  learn  that  the  finance  of  the 
nation  is  to  be  treated  exactly  in  the  same  way 
as  the  monetary  concerns  of  a  private  person  ? 

Mr.  Capps*s  4th  chapter,  therefore,  either  helps 
us  to  nothing,  or  it  favors  a  scheme  that  no  states- 
man or  Parliament  would  ever  entertain. 

Chap.  V.  continues  the  sketch  of  the  history 
of  the  debt  to  1857.  Chap.  VI.  is  on  the 
"  Change  produced  by  the  national  debt  in  the 
system  of  taxation  of  the  country,  *'  in  which  he 
maintains  that  a  gi*eat  and  permanent  alteration 
in  the  system  of  taxation,  namdiy,  from  one 
chiefly  direct,  to  one  chiefly  indirect,  was  estab- 
lished at  the  period  of  the  debt.  But  Mr.  Capps 
is  not  consistent  with  himself,  for  he  says  immedi- 
ately after,  that  the  Long  Parliament  originated 
the  change  in  1643,  fifty  years  before  the  Bank  I 
Moreover,  even  granting  the  change  took  place 
concurrency  with,  that  does  not  prove  that  it  was 
produced  by  it.  That  is  even  a  worse  fallacy  than 
the  post  hoc,  ergo  propter  hoc.  However  by  the 
imposition  of  the  Income  Tax,  and  the  growing 
feeling  in  favor  of  it,  we  ai*e  manifestly  coming 
back  to  direct  taxation.  So  that  it  is  clear  that 
the  National  Debt  has  nothing  whatever  to  do 
with  any  particulai*  mode  of  taxation,  either 
direct,  or  indirect. 

But  if  Chap.  VI.  is  dark.  Chap.  VII.  is  a 
hundred  times  darker.  It  is  on  *^  2^  antagonism 
produced  by  the  National  Debt  between  our  system 
of  taxation  and  currency**  How  a  national  debt 
can  produce  an  antagonism  between  a  system  of 
taxation  and  currency,  is  to  us  an  inscrutable 
mystery,  nor  does  the  chapter  itself,  of  three 
pages,  render  the  matter  any  clearer  to  us,  and 
we  confess  to  being  entirely  baffled  in  our  efforts 
to  divine  the  meaning  of  this  chapter. 

Chap.  Vni.  is  on  the  '*  Operation  of  the 
National  Debt  upon  the  Currency  of  the  Kingdom,** 
which  we  understand  as  little  as  the  preceding 
one. 

Chapter  IX,  is  on  "  Two  popular  fallacies  re- 
specting  the  debt**  In  this  chapter,  Mr.  Capps 
undertakes  to  shew  the  fallacy  of  two  common 
opinions  on  the  debt.  He  says,  p.  86,  "  There  are 
two  antagonistic  and  conflicting  fallacies  respec- 
ting the  National  Debt,  which  are  very  prevalent. 
The  first  is  that  funded  property  forms  as  much 
a  x)ortion  of  the  wealth  of  the  country,  and  is 
therefore  to  be  reckoned  among  its  assets,  as 
lands,  houses,  or  any  other  description  of  tangible 
property.  The  second,  which  is  precisely  the 
opposite  of  the  former,  is,  that  the  debt  is  a  sub- 
traction, or  deduction  from  the  wealth  of  the 
country ;  that  the  country  is  so  much  the  poorer 
for  it.  Neither  the  one  nor  the  other  is  correct ; 
for  the  ti-uth  is,  that  the  country,  with  the  trifling 
exception,  which  we  shall  hereafter  name,  is 
neither  the  richer  nor  the  poorer  for  the  existence 
of  the  Debt,  and  that  consequently,  both  the 
opinions  we  have  mentioned  as  being  preyalenty 
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are  erroneous ;  which  we  shall  now  proceed  to 
shew. 

"  With  regard  to  the  first — ^we  have  seen  esti- 
mates made  of  the  total  wealth  of  the  conntry,  in 
which  after  the  ennmeration,  as  a  portion  of  the 
wealth  of  the  nation,  of  lands,  honses,  raw 
materials,  and  manafactured  products  of  all  des- 
criptions, there  has  been  an  item  inserted  of 
'landed  Property,*  which  has  been  considered 
as  of  itself,  an  actual  property,  separate  from, 
and  in  addition  to,  all  other  wealth.  Now  the 
debt,  or  the  funds,  though  a  property  to  the  parties 
who  hold  them,  are  not  so  to  the  nation  as  a  whole ; 
fw  they  are  only  a  mortage  upon  the  rest  of  the 
property  of  the  country^  and  by  just  so  much  as 
they  are  property  to  the  holders,  they  are  an 
incumbrance,  and  a  diminution  of  the  value  of  the 
things  so  mortgaged,  or  encumbered. 

"it  is  precisely  a  parallel  case  to  the  follow- 
ing:— A  is  worth  £10,000  in  the  shape  of  an  estate 
of  that  value.  B  is  worth  £5000  in  money.  A 
mortgages  his  estate  to  B  for  £5000,  and  spends 
the  numev  unproductively.  Let  now  a  valuation  be 
made  of  the  amount  of  the  property  of  A  and  B 
jointly,  and  we  shall  find  that  the  amount  of  their 
united  wealth  is  just  the  value  of  the  estate,  and 
nothing  more.  The  estate  is  worth  £40,000, 
£5000  of  which  belongs  to  B  as  mortgagee,  and 
£5000,  the  value  of  the  equity  of  redemption,  to 
A  as  mortgagor.  The  mortgage  in  nowise  adds  to 
the  value  of  tne  estate ;  and  though  it  is  a  property 
to  B,  as  mortgagee,  it  is  to  the  same  extent  a 
diminution  to  A  of  the  value  of  the  estate. 

"  It  is  the  same  with  the  national  debt.  The 
whole  country  and  its  productions  are  mortgaged 
to  the  fundholder,  to  the  extent  of  about  one- 
seventh  of  their  value;  and  though  such  funds 
form  a  property  to  the  holders  of  them,  they  are 
only  so  in  the  character  of  a  mortgage,  which  re- 
duces the  value  of  the  property  mortgaged  to  its 
proprietors  by  just  the  amount  of  the  mortgage. 
In  taking,  therefore,  any  account,  or  making  any 
valuation  of,  the  total  wealth  of  the  country, 
funded  property  must  not  be  put  down  as  an 
item,  unless  you  make  a  corresponding  deduction, 
on  the  other  hand,  from  the  value  of  the  property 
of  which  it  forms  a  mortgage.** 

Mr.  Capps  values  the  wealth  of  the  country  at 
£6,000,000,000,  both  with  the  debt,  and  without 
it.  The  difference  is,  that  without  a  debt  of 
£800,000,000,  everybody  would  possess  his  pro- 
perty without  deduction,  on  account  of  the  mort- 
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''e  have  quoted  this  passage  at  length,  because 
it  expresses  a  view  whicn  is  by  no  means  uncom- 
mon among  Economists,  which,  however,  is  com- 
pletely erroneous,  and,  as  we  shall  shew,  involves 
Mr.  Capps,  in  a  subsequent  chapter,  in  inex- 
tricable contradiction,  when  we  come  to  estimate 
the  comparative  burden  the  National  Debt  is  to 
the  country. 

Mr.  Capps  says  the  National  Debt  is  not 
wealth,  because  it  is  only  a  mortgage  on  the 
country,  and  its  productions. 

Now,  what  is  a  mortgage  f  A  mortgage  is  the 
name  of  a  deed  of  conveyance  of  proper^.  It  is 
a  deed  of  sale  of  some  special  prop^y  with  the 
right  of  repurchase,  upon  paying  off  the  money 
borrowed.  The  mor^agee  becomes  the  actual 
owner  of  the  property. 

Now,  when  were  the  fundholders  ever  put  by 


a  formal  deed  of  conveyance  into  possession  of 
the  country  and  its  productions  ?  Let  us  see  the 
Act  of  Parliament  that  did  so.  Until  the  deed  of 
conveyance  which  gave  over  the  country  and  its 
productions  to  the  fundholders  can  be  produced,  it 
is  clear  that  the  funds  are  not  similar  to  a 
mortgage  on  the  property  of  the  country. 

No  one  ever  pretended  that  such  a  thing  ever 
took  place.  The  property  in  the  country  and  its 
productions  remains  with  their  ovmers,  and  was 
never  given  to  the  fandholders.  Hence  the  funds 
are  not  a  mortgage  on  the  property  of  tJie  country. 

What,  then,  are  they? — They  are  a  charge  on 
the  incomes  of  the  people  of  the  country,  A 
property  of  a  perfectly  distinct  nature  from  a 
mortgage  on  the  country. 

Some  persons  may  not  perceive  the  distinction. 
But  we  shall  shew  that  there  is  a  very  great 
difference  indeed  in  the  two  things,  and  it  will  be 
especially  seen  when  we  estimate  the  comparative 
burden  the  funds  are  upon  the  wealth  of  the 
country.  In  the  following  remarks,  as  well  as 
those  on  Chap.  I.,  Part  II.,  we  take  Mr.  Capps's 
figures  as  we  find  them.  We  shall  not,  here  at 
least,  make  any  attempt  to  rectify  them. 

Now,  Mr.  Capps  values  the  wealth  of  the  coun- 
try at  £6,000,000,000.  Where  does  he  get  this 
value  from,  and  what  is  included  in  it  ?  At  all 
events,  taking  this  value,  he  says  that  the  Na- 
tional Debt  is  about  one-seventh  of  the  wealth  of 
the  country. 

But  what  is  the  wealth  of  the  country  P 

Adam  Smith,  and  nearly  every  Economist  of 
name  since  his  day,  have  all  maintained  that  the 
natural  and  acquired  abilities  of  all  the  members 
of  society  are  part  of  the  *'  wealtii**  of  the  country. 
They  all  admit  that  the  expense  and  labor  be- 
stowed upon  education  is  fixed  capital,  and  to  be 
counted  in  the  wealth  of  the  country.  Are  these 
included  in  Mr.  Capp6*s  estimate  of  the  wealth  of 
the  country  P  We  will  be  bound  to  say  they  are 
not.  Moreover,  we  will  venture  to  say  that  that 
gigantic  mass  of  property  called  incorporeal  per- 
sonal estate  of  all  sorts,  and  described  under 
Capita]^  is  not  included  in  this  estimate.  What, 
then,  is  its  worth  P 

Now,  when  Mr.  Capps  says  that  the  National 
Debt  is  about  one-seventh  of  the  wealth  of  the 
country,  we  must  manifestly  know  what  he  in* 
eludes  under  ^*  wealth.**  When  he  says  that  it  is 
a  mortgage  on  this  wealth,  we  must  clearly  know 
what  is  mortgaged.  When  Mr.  Capps  says  that 
the  national  debt  is  a  mortgage  upon  the  property 
of  the  country,  we  wholly  deny  it.  We  say  it  is 
a  charge  upon  the  income  of  the  people,  which  is 
a  totally  distinct  thing. 

Some  of  our  readers  may  not  see  the  difference. 
Well,  the  difference  is  just  the  same  as  between  a 
merchant  accepting  a  Bill  of  Exchange,  and  grant- 
ing a  mortgage  upon  his  premises.  The  one  is  a 
right  to  share  in  the  future  produce  of  his  in- 
dustry, the  other  is  a  conveyance  of  his  actually 
existing  property.  Two  things  which  any  one 
conversant  with  law  or  commerce  will  see  are 
totally  distinct. 

The  importance  of  this  distinction  in  com- 
paring the  weight  of  the  national  debt  to  the 
wealth  of  the  country  is  manifest ;  when  we  con- 
sider that  the  payment  of  the  interest  of  the  debt 
is  not  only  a  charge  upon  persons  who  have  ma- 
terial property,  but  a  charge  upon  the  industry  of 
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persons  who  have  no  material  property.  The 
industry  of  all  the  professions  is  jnst  as  mnch 
pledged  for  the  payment  of  the  dividends  as  the 
incomes  of  those  who  hare  real  estate.  Intel- 
lectual Capital  is  jnst  as  mnch  pledged  as  material 
Capital ;  a  consideration  of  the  greatest  import- 
ance, when  we  consider  the  weight  of  the  debt, 
and  the  proposed  means  of  paying  it  off,  as  well 
as  the  plan  of  raising  all  the  charges  of  the  year 
by  taxation  in  the  year. 

Some  persons  propose  that  the  debt  should  be 
extinguished  by  compelling  every  one  who  has 
property  to  give  up  so  much  of  it.  But  how  are 
we  to  co&pel  those  whose  whole  property  con- 
sists in  their  abilities  to  give  up  a  part  of  itP 
Some  persons  propose,  inaeed,  that  all  taxation 
should  fall  on  realized  property,  but  we  should 
imagine  that  there  is  no  chance  of  such  wild  folly 
ever  being  countenanced  by  rational  men.  At  all 
events,  we  shall  not  discuss  the  matter  here. 
(Taxation.)  Now,  no  doubt,  it  is  possible  to  con- 
fiscate material  property.  If  a  man  has  a  hundred 
acres  of  land,  or  a  thousand  pounds,  the  State 
may  take  away  ten  acres  of  land,  or  a  hundred 
pounds  of  his  money,  one- tenth  of  his  Capital, 
but  how  is  the  State  to  take  away  the  one-tenth 
part  of  incorporeal  or  intellectual  capital  ?  A 
g-eat  lawyer  makes,  we  will  say,  £10,000  a  year. 
While  he  does  so,  his  talents  are  as  much  capital 
to  him  as  an  estate  in  land  of  £10,000  a-year  to 
its  owner.  But  how  is  the  State  to  get  hold  of 
one-tenth  of  his  capital  ?  Is  it  to  take  an  axe 
and  chop  off  a  bit  of  his  head  ?  It  is  perfectly 
clear  that  there  is  no  possible  method  of  taxing 
incorporeal  capital,  but  by  taxing  its  profits,  or 
income.  Now  the  industry  of  every  lawyer,  and 
every  other  professional  man,  is  as  much  pledged 
for  the  payment  of  the  dividends,  as  the  income 
of  men  of  real  estate. 

The  fiinds,  then,  do  not  resemble  a  mortgage. 
They  resemble  Bills  of  Exchange,  which  are 
quite  different  from  a  mortgage  (Funds.)  They 
are  not  a  pledge  of  existing  property,  but  of  the 
right  to  share  in  future  profits.  We  shall  soon 
see  the  application  of  these  remarks. 

In  Chap.  X.,  Mr.  Capps  gives  a  short  sketch  of 
the  different  sinking  funds,  which  have  in  turn 
deluded  financiers  and  statesmen.  As  the  fallacy 
of  these  has  long  ago  been  demonstrated  by  Dr. 
Hamilton,  there  is  nothing  new  in  this  part  of 
the  work.  Nor  is  there  anything  new  in  the  one 
he  has  to  propose.  He  says,  p.  109,  *'  It  seems 
now  to  be  admitted,  on  all  hands,  that  the  only 
legitimate  foundation  upon  which  a  sound  Sinking 
Fund,  can  be  based,  is  that  of  an  exce^  of  ordi- 
nary revenue  over  ordinary  expenditure.  In 
order,  therefore,  to  the  carrying  out  of  this  intelli- 
gible and  unimpeachable  principle,  it  is  essential 
that  those  steps  be  now  especially  taken,  which 
tend  to  develop  and  increase  the  general  wealth 
of  the  country.  It  is  from  the  increase  of  this 
wealth  that  the  government  alone  can  look  for 
that  revenue  which  will  yield  the  necessary  sur- 
plus for  the  maintenance  of  a  sinking  fund.  All 
arrangements  which  have  a  tendency  to  hinder 
the  production  of  wealth,  and  to  prevent  the 
constant  and  steady  employment  of  laborious 
industry,  must  steadily  and  upon  principle  be 
discountenanced  and  discouraged.  **  In  these 
general  remarks  we  cordially  concur,  but  they 


are  manifestly  equally  true,  whether  there  be  any 
sinking  fund  or  not. 

Mr.  Capps  says,  "  A  Sinking  Fund  derived 
from  such  a  source  is  most  legitimate  and  admi- 
rable." We  suppose,  therefore,  that  he  seriously 
advocates  a  permanent  increase  of  taxation  for 
the  express  purpose  of  raising  a  sinking  fund  to 
pay  off  the  national  debt.  If  this  be  so,  we  can 
only  say  that  it  is  a  delusion,  of  the  same  nature, 
though  not  so  mischievous  in  degree,  as  all  pre- 
vious sinking  funds.  There  is  no  advantage 
gained  by  such  a  course.  No  doubt  it  is  a  de- 
sirable thing  that  the  revenue  should  always  be 
arranged,  so  as  to  exceed  the  expenditure.  And 
when  it  does  so,  rather  than  let  the  accumulations 
be  idle,  it  is  better  to  pay  off  so  much  of  the 
debt.  But  the  idea  of  raising  taxation  for  the 
express  purpose  of  paying  off  the  debt  is  a  pure 
delusion.    (Funds). 

We  now  come  to  Part  IE.,  which  contains 
su^estions  for  discharging  the  debt. 

In  the  1st  Chapter,  Mr.  Capps  compares  the 
respective  proportions  between  the  wealth  of  the 
country  and  the  debt  at  different  periods,  and  we 
shall  now  see  the  application  of  the  remarks  we 
made  on  Chap.  IX^  Part  I. 

He  says  that  in  1700,  Gregory  King  estimated 
the  total  wealth  or  capital  of  the  country,  at  615 
millions  sterling,  and  the  debt  at  15  millions,  so 
that  the  debt  was  one  forty-first  part  of  the 
wealth  of  the  country. 

In  1800,  he  says,  Dr.  Becke  estimated  the 
national  wealth  at  2,500  millions,  and  Sir  William 
Pulteney  at  2,000  millions.  Mr.  Capps  takes  the 
medium  2,250  millions,  and  the  debt  being  450 
millions,  it  would  be  one-fifth  part  of  the  wealth. 

In  1812,  the  wealth  was  estimated  by  Dr. 
Colquhoun  at  £2,736,640,000,  and  the  debt  at 
670  millions,  it  would  therefore  be  nearly  one- 
fourth  part  of  the  wealth. 

Mr.  Capps  then  says,  that  in  1857  the  sum  of 
6,000  millions  may  be  thought  a  moderate  and 
fair  estimate  of  the  national  wealth.  The  total 
debt  may  be  taken  at  800  millions,  from  which  it 
appears  that  the  debt  would  be  about  one-seventh 
of  the  property. 

Now  we  will  venture  to  say  that  all  such  esti- 
mates of  the  wealth  of  the  country  are  mere 
delusions,  and  snares.  No  government  inquiry, 
much  less  any  single  writer  ever  could  have  any 
valuation  of  the  wealth  of  the  country  which 
would  be  of  the  slightest  service  in  a  scientific 
point  of  view.  We  will  be  bound  to  say  that  in 
this  estimate  all  intellectual  capital,  and  incorpo- 
real estate  is  wholly  neglected,  which  all  con- 
tributes to  the  i)ayment  of  the  dividends.  Such 
an  estimate  is  perfectly  worthless,  and  we  will 
shew  it  to  be  so,  from  Mr.  Capps*s  own  figures. 

We  have  said  above,  what  we  think,  that  no 
one  competent  to  judge  will  dispute,  that  the 
National  Debt  is  not  a  mortgage  on  the  property, 
but  a  charge  on  the  income  of  the  people,  and  it 
!  is  perfectly  manifest  that  the  true  mode  of  com- 
I  paring  the  burden  of  the  debt  with  the  wealth  of 
the  country,  is  by  ^finding  what  proportion  of  the 
income  of  the  country  goes  to  pay  the  interest  on  the 
debt.  The  nation  is  bound  to  pay  about  30  mil- 
lions a  year  out  of  its  income  to  the  fnndholders. 
What  proportion  then  does  that  bear  to  the  income 
out  of  which  it  is  paid  ?  That  is  clearly  the  true 
weight  of  the  debt. 
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Mr.  Capps  says  that  the  income  of  the  country 
may  be  taken  in  1857,  at  between  5  and  6  hundred 
millions.  But  as  we  believe  that  this  estimate 
only  includes  those  who  pay  income  tax,  it  is  clear 
that  a  very  large  addition  must  be  made  for  the 
incomes  of  those  persons  who  fall  below  the  limit 
of  the  income  tax,  but  yet  who  all  pay  taxes,  out 
of  which  the  dividends  come,  and  whose  incomes 
are  all  equally  pledged  to  pay  the  dividends,  as 
well  as  those  of  a  duke.  Moreover  it  will  be 
found,  we  believe,  that  the  gi'eater  part  of  the 
taxes  ai*e  paid  by  those  who  fall  below  the  income 
tax,  including  of  course  the  whole  of  what  are 
somewhat  superciliously  called  the  working 
classes.  In  order,  therefore,  to  ascertain  the 
whole  of  the  incomes  of  the  people  of  the  United 
Kingdom,  we  must  take  the  incomes  of  every 
single  person  in  it,  and  we  shall  not  be  very  ftir 
wrong  in  raising  this  600  to  1,000  millions. 

Now  it  is  quite  clear  that  to  obtain  a  just  com- 
parison of  the  weight  of  the  debt,  we  must  compare 
the 'sum  actually  paid  for  the  dividends,  with  the 
income  out  of  which  it  is  paid.  Even  taking  Mr. 
Capps^s  estimate,  that  is  in  the  proportion  of  30 
to  600,  or  one-twentieth  part. 

We  now  see  the  consequence  of  Mr.  Capps*s 
misconception  of  the  nature  of  the  debt.  By 
comparing  it  to  a  mortgage  pn  the  property  he 
makes  it  one'Seventh  of  the  national  wealth.  By 
comparing  the  annual  payment  with  the  income 
out  of  which  it  is  paid,  it  is  one-twenHeth  ! 

We  believe  that  the  real  proportion  is  much 
less  than  this,  and  that  the  ratio  of  30  to  1,000, 
would  be  much  nearer  the  truth,  that  is,  one- 
thirty-third  part. 

In  Chap.  II.  Mr.  Capps  considers  the  plans 
hitherto  proposed  for  liquidating  the  debt.  One 
is  that  of  a  direct  seizure  of  property,  this  Mr. 
Capps  justly  pronounces  impracticable.  He  then 
considers  the  plan  of  converting  it  into  termi- 
nable annuities,  which  he  pronounces  so  advan- 
tageous, that  it  would  have  been  long  since  adopted 
h&d  it  been  found  possible  to  accomplish  it.  Only 
unfortunately  every  one  objects  to  it,  and  he  says, 
*^  Generally  speaking,  it  has  been  found  that  money 
cannot  be  raised  by  terminable  annuities  on  any 
but  the  most  extravagant  terms;  and  the  same 
objection  would  operate  to  prevent  any  voluntary 
conversion  of  the  debt,  except  upon  terms  that 
would  not  be  thought  of.  With  regard  to  small 
portions  of  the  debt,  the  holders  of  which  might 
voluntarily  offer  to  accept  a  terminable  annuity 
upon  moderate  terms,  there  could  be  no  objections 
to  the  plan  being  adopted,  though  we  fear  few 
offers  would  be  made. 

'*  But  while  admitting  its  general  advantageous- 
ness,  we  think  that  even  this  mode  of  liquidating 
the  debt,  if  it  could  be  carried  out,  would  still  be 
open  to  the  objection  that  it  would  throw  an 
additional  burden  upon  the  present  generation ; 
for  no  terminable  annuity  would  be  taken  in 
exchange  for  a  perpetual  one,  unless  a  higher 
annual  interest  were  paid  to  the  annuitants,  during 
the  time  the  annuity  continued.  It  is  useless 
therefore  to  think  of  terminable  annuities,  if  we 
want  any  present  relief  from  the  burden  of  the 
debt." 

Mr.  Capps  then  mentions  a  sinking  fand,  and 
says  that  the  only  one  to  be  approvea  of  is  such 
a  one  as  he  mentioned  before,  a  surplus  of  revenue 
over  expenditure.    However,  ho  seems  to  dis- 


miss all  these  plans  as  affording  no  real  relief,  in 
which  we  agree  with  him.  But  unfortunately 
his  plan  of  a  sinking  fund  kept  up  at  a  large  sur- 
plus of  revenue  over  expenditure  is  open  to 
exactly  the  same  objection  as  the  one  he  brings 
against  terminable  annuities;  in  fact  it  is  sub- 
stantially the  same  thing,  it  taxes  the  present 
race  at  a  higher  rate  to  redeem  the  debt. 

However,  Mr.  Capps  treats  all  these  expedients 
as  of  very  subordinate  importance,  and  at  p.  157, 
we  find  these  words : — 

'*We  are  persuaded,  therefore,  that  it  is  not 
from  property  that  already  exists^  or  thai  may 
arise  in  the  natural  order  of  things^  that  we  are 
to  derive  the  fund  by  which  the  National  Debt 
may  be  redeemed ;  hid  from  property  that  can  be 

MADE   TO    EXIST   FOB   THE   EXPRESS    PUKP08B   OF 

pATiNo  OFF  THE  DEBT,  aud  the  productiou  of 
which  property  will  benefit  all  parties  engaged 
therein." 

Heigho!  Here  is  something  at  last.  Mr. 
Capps  has  surely  Aladdin*s  lamp  in  his  pocket ! 
He  is  going  to  make  property  exist  for  the 
express  purpose  of  paying  off  the  debt,  when 
that  property  neither  does  exist,  nor  ever  would 
exist,  but  for  Mr.  Capps  !  Who  says  that  there 
is  nothing  new  under  the  sun. 

What  then  is  this  miraculous  plan  ? 

His  plan  is  this,  to  convert  the  national  debt 
into  annuities,  not  only  terminable,  but  pro- 
gressively diminishing — ^that  is,  if  they  began  at 
3  per  cent.,  at  the  end  of  five  years  they  should 
be  reduced  to  2f ;  at  the  end  of  another  five 
years  to  2J,  and  so  on,  till  they  should  be  extin- 
guished at  the  end  of  sixty  years. 

Very  fine  this.  But  Mr.  Capps  acknowledges 
that  the  holders  of  the  annuities  must  receive 
compensation  for  this  compulsory  conversion. 
And  where  is  this  compensation  to  come  from  P 
Here,  our  readers  will  say,  is  the  grand  secret 
which  Mr.  Capps  has  discovered  of  creating  pro- 
perty which  does  not  exist,  and  never  would 
exist,  but  for  his  plan. 

When  the  reader  is  anxious  to  know  where 
this  property  comes  from,  he  will  probably  be 
surprised  to  read  at  p.  158, — 

"•  In  a  few  words  we  think  that  the  fund  is  to 
be  found  in  our  immense  colonial  empire,  the 
lands  and  capabilities  of  which,  comparatively 
valueless  at  present,  may  be  made  under  proper 
arrangements  to  fui-nish  ample  funds  for  the 
redemption  of  our  national  debt,  were  it  even 
twice  or  thrice  its  present  magnitude." 

So  after  all,  this  property  which  does  not  exist, 
and  never  would  exist  in  the  natural  order  of 
things,  is  all  actually  existing  in  our  colonies ! 

Mr.  Capps's  plan  is  simply  this,  that  subscrip- 
tions for  redeeming  stocks  should  be  invited,  in 
sums  of  not  less  than  £100.  That  each  sub- 
scriber should  have  a  terminable  and  constantly 
diminishing  annuity  as  above,  and  be  entitled  to 
a  grant  of  public  lands  in  any  of  the  colonies  he 
pleases,  to  be  adequate  compensation  for  the  dif- 
ference in  the  value  of  the  annuity.  That,  as 
the  land  would  be  valueless  in  its  unreclaimed 
condition,  each  subscribei'  is  to  be  entitled  to  an 
advance,  for  a  certain  number  of  years,  of  a  por- 
tion of  the  money  subscribed  by  him ;  which 
portion  with  others,  should  be  set  apart  as  a 
general  frind  to  open  up  proper  access  to  and 
dear,  as  far  as  the  fund  will  admit,  the  section 
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of  the  land  so  granted.  The  necessary  works 
for  this  purpose  might  either  be  undertaken  by 
the  government,  with  or  without  convict  labour, 
or  committed  to  Boards  of  Commissioners  in 
whose  appointment  the  subscribers  should  have  a 
voice,  or  a  certain  number  of  whom  the  sub- 
scribers might  actually  appoint. 

"  Whatever  sum  or  proportion  of  the  original 
subscription  it  might  be  found  necessary  thus  to 
set  apart,  let  it  form  a  lien  or  mortgage  upon  the 
land  so  granted,  to  be  repaid  within  a  given 
number  of  years,  the  subscriber  in  the  meantime 
paying  such  an  interest  for  the  advance  as  would 
be  equal  to  that  which  was  payable  in  the  govern- 
ment stock  at  the  time  of  his  subscription.  Sub- 
scribers to  have  the  power  to  redeem  the  said 
lien,  or  mortgage,  at  any  time  within  the  period 
named. 

'*  Let  the  remainder  of  the  subscription  money, 
after  the  above  advance  is  provided  for,  be  de- 
voted to  the  purchase  of  stock  for  the  redemption 
of  the  debt ;  and  let  the  interest  receivable  from 
the  subscribers  on  account  of  such  advance  go  to 
the  pc^ftnent  of  the  dividends  on  that  portion  of 
stock  which  cannot  at  present  be  redeemed  until  the 
advance  is  repaid^ 

We  have  given  this  proposal  in  Mr.  Capps*s  own 
words,  that  dbr  readers  may  judge  of  it  for  them- 
selves. 

Mr.  Capps  points  out,  that  in  our  colonies  and 
India  there  are  boundless  regions  which  may  be 
applied  to  such  a  purpose. 

After  all,  Mr.  Capps  says  that  this  is  the  very 
plan  that  has  been  adopted  in  America  to  pay 
off  her  public  debts,  which  is  undoubtedly  true, 
though  we  think  that  there  is  some  difference 
both  between  the  magnitude  of  the  debt  to  be 
paid  off,  and  the  distance  of  the  land  to  be  dis- 
posed of  from  the  parent  state. 

Mr.  Capps  thinks  that  the  entire  liquidation  of 
the  National  Debt  within  sixty  years  might  be 
effected  by  these  means.  We  think  he  is  a  great 
deal  too  sanguine.  Taking  the  debt  at  800  mil- 
lions, it  would  require  8  millions  of  persons  with 
XlOO  each  to  come  forward  to  do  it.  Is  there 
the  remotest  chance  of  finding  such  a  number  of 
persons?  Moreover,  all  this  money  is  to  be 
withdrawn  from  productive  employment  in  this 
kingdom,  where  it  contributes  to  the  revenue,  and 
sunk  in  distant  regions,  where  it  will  contribute 
nothing  to  the  revenue.  We  fear  that  there  is 
little  more  chance  of  a  solid  result  from  such  a 
scheme  than  from  either  of  the  other  plans. 

We  have  noticed  this  essay  at  such  length  be- 
cause the  points  discussed  in  it  have  a  real  in- 
terest, and  are  much  misunderstood.  Though 
we  do  not  think  that  Mr.  Capps  is  master  of  them, 
we  congratulate  him  on  his  £200. 

CARACAS. 

Les  agricultores  y  commerciantes  de  esta  ciudad 
reclamando  la  alteracion  en  la  moneta.  Caracas, 
1826. 

CAEACCIOLLIy  DGMENICO,   Mabghxsb. 

Born  at  Naples  in  1715.  He  was  Ambassador 
to  the  Courts  of  England  and  France.  At  the 
latter  he  became  the  intimate  friend  of  the  French 
Philosophers.  He  was  appointed  Viceroy  of 
Sicily  in  1780,  and  his  administration  was  greatly 
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applauded.  He  was  appointed  minister  of  foreign 
affairs  in  1786,  and  held  that  office  till  his  death 
in  1789. 

Biflessioni  sulV  economia  e  Vestrasione  de* 
frumenii  delta  SiciliOy  fatte  in  occasione  delta 
carestia  dell*  indizione  III.,  1784  e  1785. 

CASAMELLI,  OUISEPPE. 

Suir  amministrazione  delta  giustizia  e  delta 
finanza.    Roma,  1848. 

CARBALLO  T  WANOUEHERT, 
BENIONO. 

Curso  de  economia  politica.    Madrid,  1855-56. 

CARBASinS,  JOANHES. 

Carmen  de  pecunid  omnium  Regind  quod 
publice  decantabit,  J,  B.  Hornae,  West  Fris., 
1705.  ' 

CARDONVEL,  ADAM  DE. 

Numismata  Scotia ;  or  a  series  of  the  Scotch 
coinage  from  the  reign  of  William  the  Lion  to  the 
Union.    Edinburgh,  1786. 

CARDWELL,  EDWARD,  D.D.  Principal 
of  St.  Alban*s  Hall,  and  Camden  Professor  of 
Ancient  History,  in  the  University  of  Oxford. 

Lectures  on  the  Coinage  of  the  Oreehs  and 
Romans ;  delivered  in  the  University  of  Oxford, 
Oxford,  1832. 

These  are  very  interesting  lectures.  (Coinaob). 

CARDWELL,  EDWARD,  The  Right  Honor- 
able; son  of.  a  Liverpool  merchant,  was  bom  in 
1813.  He  was  educated  at  Balliol  College,  Ox- 
ford, where  he  took  a  double  first  class  in  1835. 
He  entered  the  Inner  Temple,  and  was  called  to 
the  bar  in  1838.  From  February  1845  to  July 
1846,  he  was  Secretary  to  the  Treasury.  From 
December  1852  to  February  1855,  he  was  Presi- 
dent of  the  Board  of  Trade,  and  in  June,  1859, 
he  was  appointed  Chief  Secretary  for  Ireland. 
He  was  member  for  Clitheroe  from  1842  to  1847 ; 
for  Liverpool  from  1847  to  1852.  He  has  sat 
for  Oxford,  with  a  short  interval,  from  1853  to 
the  present  time.  He  was  appointed  one  of  his 
literary  executors  by  Sir  Robert  Peel,  and,  in 
conjunction  with  Lord  Stanhope,  has  edited  one 
volume  of  his  memoirs. 

Mr.  Cardwell  was  chairman  of  the  Committees 
of  the  House  of  Commons  on  the  Bank  Acts  in 
1857  and  1858.  'The  great  commercial  crisis  of 
1857  having  occurred  in  the  interval,  was  of 
course  a  prominent  subject  of  inquiry.  One 
would  naturally  expect  that  a  gentleman  filling 
the  office  of  chairman  of  such  a  committee,  and 
the  author  of  the  Report  adopted  by  the  Com- 
mittee, and  presented  to  the  House,  should  at 
least  be  familiar  with  the  mechanism  of  Banking. 
Still  less  should  we  expect  that  he  should  in  his 
questions  shew  the  most  manifest  want  of  know- 
ledge on  the  subject.  We  will  make  an  extract 
from  the  Report  first.    It  says,  §  67, — 

^  Those  who  advocate  what  is  called  the  theory 
of  the  Act  of  1844,  are  guided  by  the  following 
principles.  They  regard  Bank  Notes  as  beiufi^ 
for  every  practical  purpose,  equally  with  the  gold 
they  represent,  the  money  of  the  country — the 
measure  of  value — that  which  extinguishes  debt 
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—not  as  a  mere  fonn  of  paper  credit,  depending 
on  the  credit  of  the  issuer,  and  constituting  only 
the  evidence  and  vehicle  for  transfer  of  a  debt, 
which  still  continues.  If  complete  effect  were 
given  to  their  view,  the  result  would  be,  that  for 
the  whole  Unit^  Kingdom  there  would  be  one 
description  of  note  only,  issued  by  the  State, 
based  on  bullion  in  the  custody  of  the  State. 
This  note  so  secured  by  bullion,  would  be  a  legal 
tender  everywhere,  except  at  the  place  of  issue. 
Experience  having  shewn  that,  even  in  the  times 
when  the  paper  circulation  is  most  contracted, 
the  sum  in  circulation  with  the  public  at  large 
can  never  fedl  below  a  certain  amount,  and  can- 
not therefore  be  presented  to  the  Bank  for  pay- 
ment in  gold, — they  are  satisfied  that  to  this 
extent — so  limited  by  experience — ^the  actual  de- 
posit of  bullion  may  safely  be  dispensed  with, 
the  notes  in  question  resting  on  the  security  of 
the  State.  This  is  their  justification  for  the  per- 
mission accorded  to  the  Bank  of  England  to  issue 
14  millions  of  notes  without  the  deposit  of  a  cor- 
responding amount  of  bullion.  They  consider 
any  addition  to  the  circulating  medium  of  the 
country  to  be  the  act  of  the  private  individual 
who  carries  bullion  to  the  Mint  to  be  coined,  or 
to  the  depai*tment  of  Issue  to  be  exchanged  for 
notes ;  fixing  the  standard  of  money,  and  veri- 
fying the  conformity  of  the  pieces  therewith,  by 
either  of  these  processes  to  be  the  duty  of  the 
State ;  the  rue  of  money ^  and  that  ordy^  they  regard 
OM  the  province  of  a  bank^  whether  of  a  private 
person  or  incorporation^  or  of  the  banking  depart' 
meni  of  the  Bank  of  EnglaM^ 

If  our  readers  will  refer  to  the  article  Bank 
they  will  see  what  an  entire  misconception  of  the 
nature  and  effects  of  Banking  it  displays;  it  will 
be  seen  there  that  Banking  especially  consists  in 
the  creation  of  credit^  in  the  form  of  Bank  notes, 
or  deposits*  But  we  have  the  most  distinct  evi- 
dence from  Mr.  CardwelVs  own  mouth  of  his  total 
want  of  knowledge  of  the  subject,  in  a  remark 
made  by  him  in  the  examination  of  one  of  the 
witnesses. 

Mr.  John  Torr,  a  Liverpool  merchant,  went  to 
America  during  the  pressure  in  the  autumn  of 
1857,  and  was  examined  before  the  Committee. 
He  was  questioned  by  Mr.  Wilson  upon  the 
transactions  of  the  American  Banks. 

4939.  "  I  believe  I  am  correct  in  the  fact,  that 
all  the  transactions  of  the  banks  in  New  York  are 
published  periodically,  and  at  very  short  intervals, 
by  the  banking  department  ? — I  believe  they  are 
published  weekly. 

4940.  **  These  accounts,  as  they  are  published, 
shew  the  circulation  of  notes,  the  amount  of 
specie  held  by  the  banks,  the  amount  of  advances 
made  by  the  banks,  the  amount  of  securities  held 
by  the  banks,  and  all  the  items  in  great  detail ; 
do  they  not  P — They  do. 

4941 .  **  Are  you  aware  that  during  the  last  two 
or  three  years,  while  the  circulation  of  notes  had 
not  increased  at  all,  or  had  increased  to  the  very 
smaUest  possible  amount,  the  amount  of  advances, 
as  shevon  by  those  accounts,  had,  as  you  have  referred 
to,  increased  to  a  very  enormous  amount  f — ^Yes; 
I  must  apologize  for  the  answer  which  I  gave ;  I 
meant  the  advances  when  I  said  the  notes ;  / 
meant  the  liability  of  the  bank  from  its  advance* 
made  on  securities. 

4942.  Chairman  (Mr.  CardweU)  :  "  The  mere 


act  of  making  an  advance  does  not  render  a  person 
liable ;  of  couBSJi  the  uabiijtt  is  the  other 
WAT  P — ^Yes. 

4943.  "  Will  you  trace  the  process  by  which 
the  banks  increased  their  own  liabilities  by 
making  advances  to  others  P — Looking  at  the 
securities  which  they  held  from  other  parties  by 
making  advances  to  a  number  of  merchants  to  a 
larger  amount  than  usual,  they  felt  that  the  in- 
debtedness of  these  parties  to  them  was  more  than 
was  prudent. 

4944.  Mr.  Wilson:  **Doyou  mean  that  the 
banks  had  made  undue  and  imprudent  advances 
in  the  loan  of  their  capital  and  deposits? — I 
apprehend  that  they  thought  so.    *    •    •    •    * 

4945.  '*Are  you  aware  that  dnring  the  last  three 
or  four  years,  the  amount  of  the  capital  subscribed 
to  the  banks  in  New  York  had  very  greatly 
increased  P — ^I  do  not  know  it  of  my  own  know- 
ledge. 

4946.  '*Are  yon  aware  that  the  amount  of 
deposits  had  very  greatly  increased  P — I  do  not 
know  it  from  my  own  knowledge. 

4947.  "  But  it  would  either  be  from  deposits, 
or  from  capital  that  increased  advances  could  be 
made  by  the  banks  P — Certainly. 

4948.  **  Therefore  if  you  ai*e  aware  that  in- 
creased advances  were  made  to  a  large  extent,  it 
must  have  been  either  from  an  increase  of  sab- 
scribed  capital,  or  from  an  increase  of  deposits  ? — 
Yes,  I  apprehend  so." 

In  the  extract  from  the  Beport  given  above, 
we  have  shown  how  completely  Mr.  Cardwell 
has  misconceived  the  nature  and  effects  of  Bank- 
ing, when  he  says  that  it  only  uses  money  already 
existing.  The  very  nature  of  Banking  being 
to  create  credit.  In  question  4942,  he  has  also 
shown  beyond  dispute,  how  entirely  he  misunder- 
stands it.  Mr.  Torr  had  a  perception  of  the  true 
nature  of  it,  for  he  says  that  the  Banks  increased 
their  liabilities  by  their  advances,  which  is  un- 
doubtedly true.  However,  Mr.  Cardwell  catches 
him  up,  for  he  says  **  The  mere  act  of  making  cm 
advance  does  not  render  a  person  liable  ;  of  course 
the  liability  is  the  other  way! I*'  The  witness 
was  so  easily  shaken  out  of  his  own  knowledge 
that  he  weakly  answers,  "yes  I  *'  And  then  Mr. 
Cardwell  follows  up  his  advantage  by  Q.  4943. 
Mr.  Wilson  asks  him  if  the  Ban^  had  made  im- 
prudent advances  out  of  their  Capital  and  De- 
posit. Why,  the  "  deposit "  is  the  credit  created 
m  the  Bank*s  books!  Surely  we  may  marvel 
that  such  extraordinary  ignorance  of  the  me- 
chanism of  Banking  should  pass  unchallenged  by 
the  Committee,  who  counted  more  than  one 
banker  among  its  members.  At  all  events  we 
may  cease  to  wonder  at  the  futile  nature  of  Par- 
liamentary inquiries  into  Banking,  when  those 
who  conduct  them  display  such  ignorance  of  the 
facts  of  what  they  are  inquiring  about,  as  would 
make  them  the  laughing  stock  of  any  bank  clerk. 

cABELLins,  FBAiroiscns. 

Nummorum  veterum  Italia  quos  ipse  coUegit,  et 
ordine  geographico  disposuit  descriptio.  Keapoli, 
1812. 

Idem.  JEdidit  C.  Cavedonius;  accessenaU  F. 
M.  Avellini  adnotationes.    Lispiae,  1850. 

CAREY f  HENRY  C.  The  son  of  Mattiiew 
Carey,  an  Irishman,  who  was  obliged  to  quit  his 
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country  from  being  obnoxious  to  the  gOTernment, 
in  1783,  was  born  in  1793  at  Philadelphia  where 
his  father  had  established  a  newspaper,  and  pub- 
lishing business.  Mr.  H.  C.  Carey  sacceeded  his 
father  in  the  latter  business  in  1821,  and  con- 
tinned  it  till  1838.  In  1824,  he  established  the 
system  of  periodical  trade  sales,  which  subsists  in 
America. 

Mr.  Carey  is  generally  considered  as  the  most 
eminent  economist  whom  America  has  produced, 
and  his  writings  in  many  instances  have  been 
directed  against  the  doctrines  of  Ricardo. 

Es9ay  on  the  rate  of  Wdgeg^  with  an  examina- 
tion of  the  causes  of  the  differences  in  the  condition 
of  the  labouring  population  throughout  the  world, 
Philadelphia,  1835. 

This  is  a  very  able  essay,  consisting  in  a  great 
part  of  a  commentary  on  Afr.  Senior*s  Lectures 
on  Wages.  It  contains  a  great  deal  of  useful 
miscelbmeons  information,  and  one  of  its  main 
objects  is  to  disprove  the  docti'ine  of  Ricardo,  that 
high  profits  can  only  come  from  depressed  wages. 

Principles  of  Political  Economy,  Philadelphia, 
1837-8-40. 

The  first  part  of  this  work  is  on  the  production 
and  distribution  of  wealth.  In  Chap.  I.  Mr. 
Carey  treats  of  production,  which  he  defines  to 
be  *'  an  alteration  in  the  existing  particles  of 
matter^  by  which  that  matter  may  be  rendered  more 
useful  or  agreeable^  than  in  its  present  state." 
This,  though  longer  in  form,  agrees  substantially 
with  our  own  definition,  for  he  includes  in  it  all 
who  are  engaged  in  either  altering  the  form  or 
the  place  of  any  product.  He  then  quotes  and 
adopts  Mr.  Senior*s  opinion  that  Adam  Smith*s 
distinction  between  productive  and  unproductive 
labor  is  untenable,  and  that  all  exchangeable 
mroducts,  material  or  immaterial,  are  Economical 
Elements. 

Chap.  11.  and  m.  treats  of  Value,  in  which  he 
maintains  that  Labor  is  the  sole  cause  of  Value^ 
in  which  he  follows  the  opinions  of  Malthus, 
Mc  Cnlloch,  Senior,  and  Ricardo,  and  does  not 
introduce  any  novelty  into  the  discussion.  Chap. 
lY.  is  on  the  Value  of  Land.  Chap.  Y.  is  ^*  on 
the  effects  of  the  extension  of  cultivation  upon 
Wages."  This  Chapter  contains  several  useful 
strictures  on  Malthus  and  others,  who  have 
endeavoured  to  make  out  that  the  laborers  in  the 
15th  century  were  much  better  off  than  those  at 
the  present  day.  Mr.  Carey  shows  how  many 
corrections  are  necessary  to  be  applied  to  the 
figures  quoted,  and  that  the  condition  of  the 
people  of  England  and  Scotland  has  fur  several 
centuries  been  constantly  improving,  instead  of 
getting  worse,  as  has  been  so  often  said.  This  is 
in  direct  opposition  to  the  doctrine,  that  profits 
are  large  and  wages  high  only  when  the  most 
fertile  lands  are  cultivated.  Chap.  Yl^is  on  the 
"  Effect  of  the  extension  of  cultivation  upon  the 
profits  of  Capital."  In  this,  Mr.  Carey  has 
collected  many  interesting  facts,  and  affirms,  that, 
L  With  the  increase  of  Capital  and  extension  of 
cultivation,  there  is  an  increased  facility  of  pro- 
duction. II.  That  with  this  increased  facility  of 
production  there  is  increased  ability  to  accumu- 
late Capital,  ni.  That  with  this  increased 
facility  of  accumulation,  there  is  a  diminution  of 
the  power  to  demand  rent,  or  interest,  and  that 
the  owner  can  claim,  and  the  laborer  will  give,  a 
diminished  proportion  of  the  product  of  labor,  in 


return  for  the  use  of  any  species  of  Capital.   lY. 
That  the  diminished  proportion  of  this  increased 

Eroduct  that  is  assigned  to  the  Capitalist,  gives 
im  a  larger  quantity  of  the  commodity  pro- 
duced. Y.  That  the  larger  quantity  that  thus 
falls  to  both  laborer  and  capitalist,  is  exchanged 
for  other  commodities  at  much  less  cost,  as  capital 
and  production  increase.  The  owner  of  the  ship 
and  of  the  wagon  transport  it  to  market,  and 
bring  in  return  the  commodities  desired,  taking  a 
constantly  decreasing  proportion  for  so  doing. 
The  proportion  retained  by  the  storekeeper  for 
exchanging  is  also  reduced,  and  thus  everything 
tends  to  increase  the  quantity  of  necessaries  and 
conveniences  that  can  be  obtained  by  the  laborer 
as  wages,  and  by  the  Capitalist  as  profits.  YI. 
That  any  given  quantity  of  Capital  is  now  ob- 
tained at  much  smaller  cost  of  labor  than  at  any 
time  past.  YII.  That  the  quantity  of  commodi- 
ties obtainable  in  retm*n  for  permitting  the  use  of 
any  given  quantity  of  capital,  is  greater  now  than 
it  was  30,  50,  100,  or  500  years  since.  YIII. 
That  thus  while  the  present  reward  of  labor,  in 
the  form  of  wages,  is  constantly  increasing,  there 
is  an  equally  constant  increase  in  the  reward  of 
economy  and  prudence,  in  the  diminished  exertion 
required  to  secure  to  the  laborer  Sijuture  income, 
in  the  form  of  rent  or  interest. 

Chap.  YII.  on  the  "  Cost  and  Value  of  existing 
landed  Capital."  Contains  many  judicious  and 
striking  observations  on  colonization. 

In  Chap.  YIII.,  Mr.  Carey  considers  "  objec- 
tions **  which  may  be  made  to  the  views  advo- 
cated by  him,  and  among  others  he  says,  "  It  may 
be  said  that  labor  is  not  invariably  a  cause  of 
Value,"  and  he  quotes  Mr.  Senior,  who  says, 
**  The  fact  that  that  circumstance  (labor)  is  not 
essential  to  value,  will  be  demonstrated  if  we  can 
suppose  a  case  in  which  value  could  exist  without 
it.  If,  while  carelessly  lounging  idong  the  sea 
shore,  I  were  to  pick  up  a  pearl,  would  it  have 
no  value  ?  Mr.  Mc  CuUoch  would  answer  that 
the  value  of  the  pearl  was  the  result  of  my 
appropriative  industry  in  stooping  to  pick  it  up.** 
There  is  no  one  who  knows  anything  about 
Inductive  Science  who  will  not  see  that  Mr. 
Senior's  observation  is  perfectly  conclusive.  And 
what  is  Mr.  Carey's  answer  ?  "  Pearls  may  be 
found  by  those  who  do  not  seek  them,  and  meteoric 
iron  may  be  a  gift  to  those  who  little  anticipate 
its  reception,  while  others  may  seek  for  pearls,  or 
dig  for  iron,  without  profitable  results.  These 
are  accidents  which  do  not,  in  the  slightest  de- 
gree, militate  against  the  assertion  that  ail  value 
IS  the  result  of  labor.  Nine  hundred  and  ninety- 
nine  out  of  every  one  thousand  parts  of  those  * 
annually  created  are  so,  and  the  exceptions  are 
too  slight  to  be  deserving  of  consideration  ?  They 
are  just  sufficiently  numerous  to  prove  the  rule  1 1  ** 

This  paragraph  would  ^one  be  sufficient  to 
prove  Mr.  Carey's  want  of  Lcientific  spirit.  What 
person  who  had  the  slightest  knowledge  of  In- 
ductive Science,  but  would  smile  to  hear  that 
exceptions  prove  the  rule !  A  fact  that  is  totally 
irreconcilable  with  a  theory  is  the  proof  of  the 
theory  1  This  is  truly  something  new  in  Science. 
In  the  old  world,  facts  are  the  tests  of  theories, 
and  though  999  instances  may  seem  to  suit  a 
theory,  it  is  universally  held  that  the  thousandth, 
which  does  not  agree  with  it,  disproves  it.  What 
an  admirable  proof  of  the  emission  theory  of 
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light  it  was  to  find  that  numerous  facts  could  not 
be  accounted  for  by  it  I 

In  Chap.  IX.,  Mr.  Carey  gives  us  the  "results  " 
of  his  investigations,  which  we  may  present  to 
our  readers. 

Of  Value. 

I.  That  all  value  is  exchangeable. 

II.  That  labor  is  the  sole  cause  of  Value. 

^  in.  That  the  value  of  commodities,  at  the 
time  of  production,  is  measured  by  the  quantity 
and  quality  of  labor  required  therefor. 

rV.  That  with  every  improvement  in  the 
quality  of  labor,  there  is  a  diminution  in  the 
quantity  thereof,  required  for  the  production  of 
any  given  quantity  of  commodities. 

y.  That  the  value  of  existing  capital  cannot 
exceed  that  of  the  quantity  and  quality  of  labor 
required  for  its  reproduction,  and  that  the  quan- 
tity of  labor  for  which  it  will  exchange  tends  to 
faU  with  every  improvement  in  the  quality 
thereof. 

Of  Labor, 

VI.  That  labor,  when  aided  by  Capital,  be- 
comes more  productive,  and  is  thus  improved  in 
its  quality. 

VII.  That  every  improvement  in  the  quality 
of  labor  is  attend^  by  an  increased  facility  of 
accumulation. 

yin.  That  this  increased  power  of  accumu- 
lating capital  tends  to  lessen  the  value,  in  labor, 
of  that  already  existing,  and  to  diminish  the  pro- 
portion of  the  product  of  labor  that  can  be  de- 
manded in  return  for  permitting  it  to  be  used. 

IX.  That  the  proportion  that  can  be  claimed 
by  those  who  transport  its  products,  and  by  the 
storekeeper  who  exchanges  them  for  the  com- 
modities required  in  return,  is,  in  like  manner,  in 
a  constant  course  of  reduction,  as  labor  becomes 
more  productive. 

X.  That  the  laborer  is  thus  enabled  to  retain 
a  constantly  increasing  proportion  of  the  com- 
modities produced. 

XI.  That  where  population  and  capital  are 
small,  and  where  the  superior  soils,  only,  are  cul- 
tivated, labom*  is  unproductive :  that  the  pro- 
portion claimed  by  the  landowner  is  large,  the 
cost  of  transportation  is  great,  and  the  proportion 
taken  by  the  storekeeper  is  so,  while  that  which 
is  retained  bv  the  laborer  is  small.  He  is  there- 
fore poor  and  miserable. 

XII.  That  as  population  and  capital  increase, 
and  as  cultivation  is  extended  over  the  inferior 
soils,  labour  becomes  more  productive,  and  there 
is  a  constant  diminution  in  the  proportion  claimed 
by  the  owner  of  Capital,  whether  applied  to  the 
improvement  of  land,  or  to  the  transportation,  or 
exchange,  of  commodities,  accompanied  by  a  con- 
stant increase  in  the  proportion  retained  by  the 
laborer,  and  a  constant  improvement  in  his  con- 
dition. 

Of  Capiat. 

Xm.  That  the  power  to  demand  rent  arises 
from  labor  applied  to  the  improvement  of  land, 
and  that  rent  and  interest  are  alike  profits  of 
Capital. 

XIV.  That  the  aid  of  Capital  tends  to  render 
labor  more  productive,  thus  improving  its  quality. 

XV.  That  the  further  acquisition  of  Capital 


is  facilitated  by  every  improvement  in  the  quality 
of  labor. 

XVI.  That  this  increased  facility  of  accumu- 
lation is  attended  by  a  diminution  in  the  labor 
value  of  all  previously  existing  capital. 

XVII.  That  it  is  also  attended  with  a  dimi- 
nution in  the  proportion  of  the  product  of  labor 
that  can  be  claimed  for  permitting  capital  to  be 
used. 

XVIII.  That  labor  is  by  its  improvement  in 
quality  rendered  so  much  more  productive,  that 
this  diminution  in  the  proportion  claimed  by  the 
capitalist,  is  attended  by  an  increase  in  the  quan- 
tity of  commodities  obtained  in  return  for  the  use 
of  any  given  amount  of  capital. 

XIX.  That  where  population  and  capital  are 
small,  and  where  the  superior  soils,  only,  are  cul- 
tivated, further  capital  is  accumulated  with  diffi- 
culty, and  its  owner  takes  a  large  proportion  of 
the  product  of  labor  in  return  for  permitting  its 
use ;  but  that  large  proportion  yields  but  a  small 
amount  of  commc^ities,  and  thus  a  large  quantity 
of  labor  is  required  to  secure  a  given  amount  of 
income. 

XX.  That  as  population  and  capital  increase, 
and  as  cultivation  is  extended  over  the  inferior 
soils,  further  capital  is  accumulated  with  greater 
facility,  and  the  proportion  of  the  Capitalist  is 
diminished;  but  that  smaller  proportion  yields 
him  a  constantly  increasing  quantity  of  com- 
modities, and  thus  a  smaller  amount  of  labor  is 
required  to  secure  a  given  amount  of  income. 

XXI.  That  thus  with  the  increase  of  popula- 
tion, and  of  capital,  and  with  the  extension  of 
cultivation,  there  is  a  steady  improvement  in  the 
condition  of  both  laborer  and  capitalist.  That 
the  former,  while  enjoying  a  constantly  increasing 
measure  of  the  comforts  and  conveniences  of  life, 
experiences  a  constantly  increasing  focility  in 
becoming  himself  a  capitalist,  to  enjoy  an  equally 
constantly  increasing  measure  of  the  conveniences 
and  luxuries  of  life,  in  return  for  the  industry, 
prudence,  and  integrity  which  enables  him  to 
become  so. 

"Such  we  believe  to  be  the  natural  laws, 
regulating  the  production  and  distribution  of 
wealth,  that  may  be  deduced  from  the  experience 
of  the  world  for  hundreds,  and  thousands,  of  years. 
That  they  are  so  we  feel  assured,  because  they  are 
like  all  the  other  laws  of  nature,  gimpie^  and 
therefore  likely  to  be  universally  true,^^ 

Here  again,  unfortunately,  Mr.  Carey*s  logic  is 
somewhat  at  fault.  Because  all  other  laws  of 
nature  are  simple,  (which  is  a  very  doubtful 
assertion,)  therefore,  all  simple  laws  are  laws  of 
nature.  This  is  a  simple  argument,  but,  we  fear, 
is  not  on  that  account  a  law  of  nature. 

In  Chap.  X.  Mr.  Carey  treats  of  **  Fluctuations 
of  Price,**  but  this  chapter  is  not  sufficiently  full. 
He  however  arrives  at  a  very  sound  doctrine  that, 
"  Diminished  production  in  any  part  of  the  world 
tends  to  diminish  the  quantity  of  commodities 
obtainable  by  the  labor  in  every  other  part,  while 
increased  production  in  any  one,  tends  to  increase 
it  in  every  other.  It  is  therefore  to  the  interest 
of  all  that  universal  peace  should  reign — ^that 
capital  should  increase — ^and  that  labor  should  bne 
productive." 

He  also  affirms  that,  "  When  the  rise  of  money 
wages  is  preceded  by  a  rise  in  the  price  of  com- 
modities, it  arises  from  diminished  prodaction — 
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or  from  excess  of  the  snbstitnfces  for  money — ^Is 
disadvantageoufl  to  the  laborer,  and  temporary  in 
its  duration. 

^*  When,  on  the  contraryi  it  is  accompanied  by 
a  fall  in  the  prices  of  commodities,  it  arises  from 
increased  production — is  advantageous  to  the  la- 
borer— and  is  likely  to  be  permanent.** 

The  next  seven  chapters  are  occupied  with 
examining  the  views  of  preceding  economists, 
and  comparing  them  with  the  doctrines  obtained 
by  himself. 

In  Chap.  XI.,  ha  examines  the  doctrines  of 
Malthas,  and  well  shews  his  inconsistency  in  de- 
fining wealth  as  **  the  material  things  necessary, 
Qsefi3,  or  agreeable  to  man,  which  have  required 
some  portion  of  human  exertion  to  produce,**  and 
then  saying  that  the  Value  of  Land  consists  in 
the  scarcity  of  that  which  is  fertile,  or  possessed 
of  advantages  of  situation,  and  that  the  owners 
derive  the  power  of  demanding  rent  for  its  use 
from  the  necessity  which  exists  of  having  re- 
course to  soils  that  yield  a  smaller  return  to  labor. 
Two  doctrines  which,  Mr.  Carey  justly  says,  con- 
tradict one  another.  He  then  enters  into  a  long 
investigation  to  disprove  Malthus*s  doctrine  of 
Rent.  In  Chap.,  XII.,.  he  examines  Ricardo*s 
theory  of  Rent ;  and  in  Chap.  XIII.,  he  discusses 
the  opinions  of  Mr.  James  Mill,  J.  B.  Say,  Col. 
Torrens,  Mr.  Wakefield,  and  Dr.  Chalmers.  In 
Chap.  XrV.,  he  reviews  the  opinions  of  Mr.  Mc 
Culloch  and  Mr.  Scrope;  and  in  Chap.  XV., 
those  of  Mr.  Senior ;  and  in  Chap.  XY I.,  those 
of  Mr.  Samuel  Bailey,  the  author  of  the  "Critical 
Dissertation  on  Value.  *'  In  Chap.  XVn.,  those 
of  Mr.  Jones. 

In  Chap.  XVni.,  Mr.  Carey  adopts  Dr.  John- 
son's definition  of  Revenue,  as  "  Income ;  annual 
profits  derived  from  lands  or  other  funds.**  A 
portion  of  this,  he  says,  is  expended,  and  the  re- 
mainder being  laid  by  to  accumulate,  constitutes 
capital. 

In  Chap.  XIX.,  Mr.  Carey  a^ees  with  Mr. 
Mc  CuUoch  in  his  definition  of  Capital,  and  in- 
cludes all  articles  possessing  exchangeable  value, 
the  accumulated  products  of  past  labor.  As  we 
entirely  dissent  from  this  definition,  we  may  refer 
to  Captoal. 

In  Chap.  XX.,  Mr.  Carey  endeavours  to  arrive 
at  a  definition  of  Wages  and  Profits,  and  says, 
"Profits  are  the  compensation  received  for  the 
use  of  capital,  the  accumulated  labor  of  past 
times,  while  Wages  are  obtained  by  present  labor, 
and  are  the  reward  of  time,  attention,  talent,  and 
often  of  the  sacrifice  of  convenience,  comfort,  and 
even  of  health.  The  first  is  paid  for  the  aid  of 
things,  and  the  last  for  the  services  of  men.** 

Chfl^).  XXI.  contains  a  general  summary  of 
Mr.  Cfarey*s  doctrine;  among  other  results  he 
says,— 

III.  That  as  man  cannot  increase,  or  decrease, 
the  quantity  of  matter  of  which  the  world  is 
composed,  he  has  it  only  in  his  power  to  alter  in 
its  form,  or  in  its  place,  the  matter  already 
existing.  Production,  therefore,  consists  in  the 
appropriation,  alteration,  or  transportation,  of  the 
gifts  of  nature. 

rV.  That  the  articles  so  produced  have  value 
in  his  estimation,  because  of  the  labor  that  has 
been  given  in  exchange  for  them. 

V.  That  tae  value  thus  produced  constitutes 
his  revenue. 
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VI.  That  a  portion  of  his  revenue  is  applied 
to  the  satisfaction  of  present  wants,  and  the  re- 
mainder is  laid  by  for  future  enjoyment,  or  to  aid 
him  in  further  production. 

VII.  That  the  portion  thus  laid  by  constitutes 
his  Capital,  under  which  head  is  embraced  all 
articles  possessing  exchangeable  value,  whether 
in  the  form  of  land,  houses,  ships,  provisions, 
diamonds,  or  commodities  of  any  other  description. 

XIII.  That  as  labor  improves  in  its  quality 
there  is  a  constant  tendency  to  diminution  in  the 
quantity  thereof  that  can  be  obtained  in  exchange 
for  existing  CapitaL  The  value  of  the  latter  is 
limited  by  the  cost  of  production. 

XIX.  That  when  labor  is  of  an  inferior  quality, 
production  is  small,  capital  is  accumulated  with 
difficulty,  and  the  owner  claims  a  large  proportion 
of  the  product  in  return  for  granting  its  aid. 

XXII.  That  as  labor  is  improved  in  its  quality, 
it  becomes  more  productive,  capital  is  accumulated 
at  less  cost  of  labor ;  and  its  owner  can  demand 
a  smaller  proportion  of  the  product  in  return  for 
granting  its  aid. 

XXIII.  That  with  every  improvement  in  the 
quality  of  labor  the  quantity  of  commodities  to  be 
divided  is  increased.  That  then  increased  pro- 
duction is  attended  by  the  power,  on  the  part  of 
the  laborer,  to  retain  a  constantly  increasing 
proportion  of  the  commodities  produced.  He  is 
therefore  constantly  improving  in  his  condition. 

XXVI.  That  the  interests  of  the  Capitalist 
and  laborer  are  thus  in  perfect  harmony  with 
each  other,  as  each  derives  advantage  from  every 
measure  that  tends  to  facilitate  the  growth  of 
capital  and  to  render  labor  productive,  while 
every  measure  that  tends  to. produce  the  opposite 
effect  is  injurious  to  both. 

XXVIII.  That  the  interests  of  all  nations  are 
therefore  in  harmony  with  each  other,  as  every 
measure  that  tends  to  lessen  production  in  one 
nation,  tends  to  lessen  the  reward  of  both 
labourer  and  capitalist  in  every  other  nation,  and 
every  measure  that  tends  to  increase  production 
in  one  nation  tends  to  increase  the  reward 
of  the  laborer  and  capitalist  in  every  other 
nation. 

XXXI.  That  in  the  infancy  of  society,  the 
want  of  capital  compels  man  to  depend  for  a 
supply  of  the  necessaries  of  life  upon  the  appro- 
priation of  those  articles  produced  by  nature 
without  his  aid,  and  he  is  compelled  to  roam  over 
extensive  tracts  of  land  to  obtain  sufficient  to 
support  existence.  He  relies,  exclusively,  upon 
the  superior  soils. 

XXXII.  That  he  is  therefore  compelled  to 
live  apart  from  his  fellow  men,  or  to  associate 
with  them  in  very  small  communities.  Population 
is,  consequently,  thinlv  scattered  over  the  land. 
Fertile  land  is  abundant,  but  he  has  not  the 
means  of  rendering  it  productive. 

XXXni.  That  if  successful  in  his  search 
after  food,  he  does  not  possess  the  means  of  trans- 
porting, or  of  preserving  that  which  he  does  not 
require  for  immediate  consumption.  His  life  is, 
therefore,  a  constant  alternation  of  waste  and 
starvation.    He  is  poor  and  miserable. 

XXXIV.  That  with  the  first  accumulation  of 
capital  he  acquires  the  power  of  resorting  to  an 
inferior  spil  for  subsistence.  He  finds  that  a  more 
limited  space  will  supply  his  wants;  and  he  is 
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enabled  to  draw  nearer  to  his  fellow  men,  to  nnlte 
with  them  in  the  diyision  of  employment,  and 
thns  to  obtidn  their  co-operation,  by  which  the 
labor  of  all  is  rendered  more  prodnctive. 

XXXV.  That  with  the  further  accumulation 
of  capital,  he  brings  into  action  soils  still  more 
inferior,  and  with  every  snch  change  finds  in- 
creased facility  in  obtaining  the  necessaries  of 
life  from  a  diminished  surface ;  he  is,  therefore, 
enabled  to  draw  daily  nearer  to  his  fellow  men, 
and  daily  more  and  more  to  co-operate  with  them, 
by  which  co-operation  his  labor  is  rendered  daily 
more  productive.  This  increased  facility  of  ob- 
taining the  means  of  subsistence,  causes  a  con- 
stant diminution  in  the  proportion  of  the  popula- 
tion required  for  the  production  of  food,  and 
enables  a  constantly  increaaing  proportion  to 
apply  themselves  to  the  production  of  clothing, 
shelter,  and  the  other  comforts  of  life. 

XXXYU.  That  thus  as  Capital  increases, 
population  becomes  more  dense,  and  the  inferior 
soUs  are  brought  into  action  with  a  constantly 
increasing  return  to  labor.  Men  are  enabled  to 
benefit  by  the  co-operation  of  their  neighbom's, 
and  habits  of  kindness  and  good  feeling  take  the 
place  of  the  savage  and  predatory  habits  of  the 
early  period.  Poverty  and  misery  gradually  dis- 
appear, and  are  replaced  by  ease  and  comfort. 
Labor  becomes  gradually  less  severe,  and  the 
quantity  required  to  secure  the  means  of  sub- 
sistence is  diminished,  by  which  he  is  enabled  to 
devote  more  time  to  the  cultivation  of  his  mind.  His 
moral  improvement  keeps  pace  with  that  which 
takes  place  in  his  physical  condition,  and  thns  the 
virtues  of  civilization  replace  the  vices  of  savage 
life. 

Mr.  Carey,  in  his  first  part,  considered  the 
production  and  distribution  of  Wealth,  as  they 
would  naturally  be,  if  not  controlled,  thwarted, 
and  restrained  by  disturbing  causes.  These  he 
finds  in  want  of  security  to  person,  to  property, 
and  under  these  latter,  Mr.  Carey  very  properly 
includes  all  sorts  of  unjust  interferences  with  the 
right  of  disposing  property,  protection,  trade  re- 
straints of  all  sorts.  Unproductive  expenditure 
has  also  been  a  retarding  cause.  Mr.  Carey  then 
examines  the  differences  in  the  quality  of  labor, 
and  under  this  head  includes  credit.  Mr.  Carey 
then  considers  the  quantity  of  labour,  the  distri- 
bution of  the  product  between  the  laborer  and 
the  capitalist.  All  these  several  branches  of  in* 
quiry  are  applied  to  India,  France,  England,  and 
the  United  States.  There  are  a  vast  number  of 
curious  and  interesting  facts  collected,  and  on 
each  subject  the  author  assigns  the  superiority  to 
the  United  States. 

In  Chap.  IX.  he  considers  the  support  of 
Government,  which  must  be  supported  by  tax- 
ation, which  may  assume  four  forms.  I.  A 
specific  tax  upon  each  individual,  payable  in 
money.  II.  A  tax  on  capital.  III.  A  tax  on 
commodities  consumed.    I  v .  A  tax  on  income. 

The  first  he  says  is  nneqnal  and  unjust.  The 
second  he  says  is  equally  injurious.  The  third 
he  says  is  also  unjust,  as  it  tends  to  throw  nearly 
the  whole  burden  on  the  working  classes.  Mr. 
Carey  decides  that  the  last,  or  an  income-tax,  is 
the  only  fair  method,  and  he  evidently  means 
that  it  should  be  levied  on  all  incomes  equally, 
from  whatever  source  they  come.  "  By  such  a 
tax  every  man  contributes  in  the  ratio  of  his 


interest.  The  capitalist,  with  a  large  revenue, 
pays  his  share,  while  the  laborer,  with  an  income 
of  two  or  three  hundred  dollars  per  annum,  pays, 
as  he  ought,  for  that  tranquillity,  which  tends  to 
promote  the  growth  of  Capital,  and  to  secure 
him  a  large  reward  for  his  exertions.  Paying 
for  it,  he  values  it,  and  while  he  will  be  disposed 
to  furnish  the  necessary  contribution,  he  will 
have  every  inducement  to  watch  that  the  quan- 
tity is  not  greater  than  is  required  for  an  econo- 
mical administration.  Both  laborer  and  capitalist 
wiU  feel  that  every  dollar  unnecessarily  taken 
tends  to  limit  their  power  of  expenditure,  or  their 
power  of  accumulation,  and  both  wUl  have  the 
same  interest  in  regulating  the  proceedings  of  the 
government  in  su(£  manner  as  will  tend  most  to 
permit  the  growth  of  capital.  They  will  be 
opposed  to  the  maintenance  of  large  armies,  or 
navies,  and  especially  opposed  to  wars.  They 
will  see  that  no  advants^  can  be  derived  fnjm 
foreign  colonies,  because  these  colonies,  where 
taxation  is  equitably  levied,  cannot  be  made  to 
contribute  towards  the  payment  of  the  cost  of 
nudntaining  any  government  but  their  own. 

Chap.  XI.  treats  of  the  effect  of  taxation  on 
wages  and  profits,  and  he  arrives  at  results,  some 
of  which  are, — 

YI.  That  the  growth  of  Capital  is  most  rapid 
where  the  expenditwes  of  government  are  small, 
and  that  every  increase  in  the  amount  expended 
tends  to  diminish  its  growth. 

yn.  That,  consequently,  every  meaanre  that 
tends  to  lessen  the  expenditure  of  government, 
tends  to  increase  the  power  of  production,  and  to 
increase  the  proportion  of  the  product  that  may- 
be claimed  by  the  laborer. 

YIII.  That  every  measure  tending  to  increase 
the  demands  of  government,  tends  to  diminish 
the  power  of  production,  and  to  diminish  the 
proportion  of  the  product  that  may  be  claimed  hy 
the  laborer. 

In  Chap.  Xn.  Mr.  Carey  examines  the  revenue 
systems  of  India,  France,  England,  and  the 
United  States. 

Chap.  XI H.  treats  of  the  distribution  of  pri- 
vate revenue,  and  Chap.  XIV.  treats  of  the  social 
condition  of  Scotland  and  Ireland,  in  which  Mr. 
Carey  disagrees  firom  Mr.  Mc  Culloch's  Theory 
of  Absenteeism.  In  Chap.  XY.,  he  treats  of  the 
Netherlands,  Spain,  Sweden,  Norway,  China,  and 
Turkey. 

The  third  Yolume  of  this  Work  has  not  come 
in  our  way. 

The  Credit  system  in  France,  Great  Britain^ 
and  Me  United  States.    Philadelphia,  1838. 

This  consists  chiefly  of  a  reprint  of  a  chapter 
in  the  Principles  of  Political  £comony,  with  a  few 
additions. 

The  Pasty  the  Present^  and  the  Future,  Phila- 
delphia, 1848. 

In  his  former  work  Mr.  Carey  had  declared  his 
dissent  from  the  Bicardlan  theory  of  Bent.  In 
this  one  he  enters  into  a  more  elaborate  refutation 
of  it.  But  it  is  impossible  not  to  see  that  he  has 
shifted  his  ground.  In  his  former  one  he  allows 
that  men  begin  by  cultivating .  the  best  soils,  bnt 
maintains  that  their  returns  are  small  because 
they  have  not  the  benefit  of  numbers  and  Capital 
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to  assist  them.  In  this  work,  howoTer,  he  has 
taken  np  a  new  position  altogether.  In  it  he 
maintains  that  the  first  settlers  in  a  country  al- 
ways begin  by  cnltivating  the  inferior  soUs.  He 
says  that  the  best  soils  are  always  covered  with 
immense  trees  that  he  cannot  fell,  or  they  are 
swamps  that  he  cannot  drain.  These,  he  says, 
cannot  be  brought  into  cultivation  till  men  and 
Capital  increase.  But  there  are  always  spots  of 
an  inferior  degree  of  fertility,  on  the  hill  side  for 
instance,  where  the  thin  soil  has  prevented  the 
growtii  of  trees  and  shrubs,  which  are  always 
brought  into  cultivation  first,  because  they  afford 
the  liadiest  return  for  labor. 

Mr.  Carey  then  (p.  17.)  attacks  the  Ricardo 
theory  of  Rent  and  says,  *' Nearly  40  years  have 
elapsed  since  Mr.  Ricardo  communicated  to  the 
world  his  discovery  of  the  nature  and  causes  of 
rent,  and  the  law  of  its  progress.  The  work  by 
means  of  which  it  was  first  made  known  has  since 
becai  the  text  work  of  that  portion  of  the  English 
community  who  style  themselves,  par  excelUnee^ 
political  economists,  and  anything  short  of  abso- 
lute fiuth  in  its  contents  is  regarded  as  heresy, 
worthy  of  exconmiunication,  or  as  evidence  of 
an  incapacity  to  comprehend  them,  worthy  only 
of  contempt.  Nevertheless,  imitating  in  this  the 
action  of  tne  followers  of  Mahomet,  in  regard  to 
the  Koran,  the  professors,  one  and  all,  who  have 
undertaken  to  teieu^h  this  doctrine,  insist  upon  con- 
struing it  after  their  own  fashion,  and  modify- 
ing it  to  suit  their  own  views  and  the  apparent 
necessities  of  the  case ;  the  consequence  of  which 
is,  that  the  inquirer  is  at  a  loss  to  determine  what 
it  is  that  he  is  i^uired  to  believe.  Having  studied 
carefully  the  works  of  the  most  eminent  of  the 
recent  writers  on  the  subject,  and  having  found 
no  two  of  them  to  agree,  he  turns  in  despair  to  Mr. 
Ricardo  himself,  and  there  he  finds  in  the  cele- 
brated chapter  on  rent,  contradictions  that  cannot 
be  reconciled,  and  a  series  of  complications  such  as 
never  before  we  believe,  was  found  in  the  same 
number  of  lines.  The  more  he  studies,  the  more 
he  is  puzzled,  and  the  less  difficulty  does  he  find 
in  accounting  for  the  variety  of  doctrines  taught 
by  men  who  profess  to  belong  to  the  same  school, 
and  who  all  agree,  if  in  little  else,  in  regarding 
the  new  theory  of  rent  as  the  great  discovery  of 
theage.    •♦•♦♦•    ♦ 

**At  first  sight,  it  looks  to  be  exceedingly  simple. 
Rent  is  said  to  be  paidfor  landof  the  first  quality, 
yielding  one  hundred  quarters  in  return  to  a  given 
quantity  of  labor,  when  it  becomes  necessary,  with 
the  increase  of  population,  to  cultivate  land  of 
the  second  quality,  capable  of  yielding  but  90 
quarters  in  return  to  the  same  quantity  of  labor : 
and  tiie  amount  of  rent  then  paid  for  No.  I.  is 
equal  to  the  difference  between  their  respective 
products.  No  proposition  could  be  calculated  to 
command  more  universal  assent.  Every  man 
who  hears  it  sees  around  him  land  that  pays  rent. 
He  sees  that  that  which  yields  forty  bushels  to  the 
acre  pays  more  rent  than  that  which  yields  but 
thirty,  and  that  the  difference  is  nearly  equal  to 
the  difference  of  product.  He  becomes  at  once 
a  disciple  of  Mr.  Ricardo,  admitting  that  the  rea- 
son why  prices  are  paid  for  the  use  of  land  is  that 
soils  are  afferent  In  their  qualities,  when  he  would 
at  the  same  moment^  regard  it  as  in  the  highest  de^ 
gree  abswrdy  if  any  one  were  to  undertahe  to  prove 
that  prices  were  paid  far  oxen  because  one  ox  is 


heavier  than  another ;  that  rents  are  paidfor  houses 
because  some  will  accommodate  twenty  persons  and 
others  only  ten ;  or  that  all  ships  command  freights 
because  some  ships  differ  from  others  in  their  capa* 
city  I " 

At  p.  23,  he  says,  "It  will  be  perceived  that 
the  whole  system  is  based  upon  the  assertion  of 
the  existence  of  a  single  fact,  *viz.,  that  in  the 
commencement  of  cultivation,  when  population 
is  small,  and  land  consequently  abundant,  the 
soils  capable  of  yielding  the  largest  return  to  any 
given  quantity  of  labor  alone  are  cultivated. 
The  fact  exists,  or  it  does  not.  If  it  has  no 
existence,  the  system  falls  to  the  ground.  That 
it  does  not  exist ;  that  it  never  has  existed  in 
any  country  whatsoever ;  and  that  it  is  contrary 
to  the  nature  of  things  that  it  should  have  existed, 
or  can  exist,  we  propose  now  to  show.  ** 

This  then,  we  may  say,  is  the  main  purpose  of 
this  work.  Mr.  Carey,  from  a  general  survey  of 
different  countries,  maintains  that  men  always 
have,  and  necessarily  must  have,  commenced  cul- 
tivation on  inferior  soils,  and  when  men  and 
capital  increased  have  then  progressed  to  bring 
the  best  soils  into  cultivation.  Th^  reason  for 
this  general  and  sweeping  conclusion  is,  as  above 
indicated,  because  the  best  and  most  fertile  lands 
are  always  covered  with  forest  or  swamp,  and 
the  inferior  lands  free  from  them.  Hence  settlers 
begin  with  those  lands  most  easily  attainable. 
The  universality  of  this  law  Mr.  Carey  attempts 
to  prove.  This  then  is  the  basis  of  his  theory  of 
Rent,  and  as  seen  above  it  is  in  diametrical  oppo- 
sition to  that  of  Ricardo.  He  also  maintains  that 
as  men  and  capital  increase,  and  better  lands 
are  brought  into  cultivation,  rents  rise,  and  popu- 
lation becomes  better  off.  We  shall  make  some 
observations  on  this  afterwards. 

In  Chap.  Y.  entitled,  <^  Man^  and  his  Standard 
of  Valucy*  Mr.  Carey  advocates  a  coniplete  absten- 
tion of  legislative  interference  with  banking,  and 
shews  that  it  hasalwaysbeen  best  managed  where 
there  has  been  least  interference  and  worst  where 
there  has  been  most.  At  p.  187,  he  shews  that 
he  knows  perfectly  well  that  "  deposits  **  are 
credits  created  in  the  bank*s  books,  and  the 
paradox  of  banking  which  so  puzzled  Mr.  Card- 
well,  that  banks  create  liabilities  by  making  ad- 
vances. Speakiuff  of  the  Bank  of  England,  he 
says,  "  People  ofo,  however,  require  protection 
against  the  exercise  by  the  Bank,  of  the  vast 
power  confided  to  it,  by  means  of  which  it  is 
enabled  to  purchase  securities,  passing  the  amount 
to  the  credit  of  their  owners,  and  calling  them 
*  deposits* ;  by  which  operation  prices  are  forced 
up,  the  rate  of  interest  is  diminished,  capital  is 
made  to  appear  superabundant.  *'  AlsOt  p.  189, 
^^  Its  *  deposits  *  have  grown  with  the  increase  of 
its  investments.  Such  success  emboldens  it  to 
repeat  the  operation,  and  another  million  is  pur- 
chased, with  similar  results.  It  obtains  the  bills, 
and  the  owners  obtain  credits  on  the  books  of  the 
Bank,  which  thus  runs  indebt,andthe  more  debt 
it  contracts  the  more  means  it  appears  to  suppose 
itself  to  have  at  command.  With  the  second 
million  prices  have  risen;  and  with  the  third 
they  rise  still  higher,  and  so  on  with  each  suc- 
cessive million.  Capital  appears  superabundant, 
because  the  former  owner  of  these  millions  of 
securities  is  seeking  for  profitable  investments, 
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when  the  real  snperabnndance  consists  only  in 
debU  which  ttie  Bank  has  incurred." 

Mr.  Carey  then  enters  into  considerations  of  a 
social  nature,  into  which  we  cannot  follow  him, 
and  has  a  chapter  on  Colonizatiouy  which  contains 
much  that  is  good. 

The  Slave  Trade^  domestic  and  foreign^  whtf  it 
exists^  and  how  it  may  he  extiTigttished  Phila- 
delphia, 1853. 

The  harmony  of  interests^  Agricultural,  Manu' 
facturing^and  Commercial.     'Sew  York,  1852. 

Letters  on  international  copyright.  Philadelphia, 
1853. 

Letters  to  the  President  on  the  Foreign  and 
Domestic  policy  of  the  Union^  and  its  ^ects  as 
exhibited  in  the  condition  of  the  people  and  the 
State,    Philadelphia,  1858. 

Answers  to  the  questions;  What  constitutes 
Currency  f  What  are  the  causes  of  unsteadiness 
of  the  Currency  f  And  what  is  ihe  remedy  f 
Philadelphia,  1840. 

In  answer  to  the  first  of  these  questions.  What 
constitutes  Currency  P  Mr.  Carey  says,  •**  Cur- 
rency consists,  I.  Of  gold  and  silyer  coin  or 
bullion.  II.  Of  the  engagements  of  individuals, 
or  of  associations  of  inSviduals,  to  deliver  on 
demand  given  quantities  of  money.  These  en- 
gagements exist  in  the  form  of  circulating  notes, 
or  in  that  of  credits,  commonly  called  depositsy 
transferable  by  means  of  checks  or  drafts.    *  *  * 

'*  To  constitute  gold,  silver,  bank  notes  or  de- 
posits, a  part  of  the  currency,  it  is  necessary  that 
there  should  exist  power  to  apply  the  same  direct- 
h  to  the  purchase  of  commodities,  and  to  the  ful- 
filment of  all  contracts  for  the  delivery  of  money. 

*'  Gold  or  silver  in  the  possession  of  individuals 
who  are  not  permitted  to  use  it,  ceases  to  consti- 
tute a  part  the  currency. 

**  A  note,  or  certificate  of  deposit,  payable  at  a 
ftiture  time,  whether  by  an  individual  or  a  bank, 
is  not  currency. " 

Whether  this  distinction  is  tenable  or  not  we 
have  examined  under  Continuxtt,  Law  of,  and 

CtJBBENCr. 

He  concludes  that  Currency  is  Capital  seeh- 
ing  investment,  a  definition  which  will  strike  our 
reEulers  as  somewhat  strange. 

Mr.  Carey  advocates  the  abolition  of  all  res- 
traints on  Banking. 

Prinaples  of  Social  Science,  Philadelphia, 
1 858.  ^is  work  contains  a  resume  of  Mr.  Carey*s 
docti'ines  which  he  published  at  various  times  in 
his  preceding  ones.  We  may  consider  it  there- 
fore as  his  matured  system.  There  is  not  much 
that  is  absolutely  novel  in  it,  but  it  is  mixed  up 
with  such  a  strong  infusion  of  mysticism,  as  to 
render  it  in  many  parts  almost  unintelligible.  In 
his  earlier  writings  Mr.  Carey  was  an  ardent  and 
enlightened  Free  Trader,  but  in  this  work  he  has 
become  a  thorough  Protectionist.  A  very  rare 
instance   we  should  Imagine  of  such  retrograde 

grogress.  The  author  has  imbibed  a  perfect  ab- 
orrence  of  evervthing  British.  Throughout  the 
whole  course  of  nis  work  he  seeks  every  occasion 
to  exalt  Colbert  and  the  French  system,  &nd  to 
cry  down  England  and  the  English  system  of 
Free  Trade,  which  he  looks  upon  as  a  deliberate 
attempt  on  the  part  of  England  to  keep  down  every 
other  nation. 

Mr.  Carey  is  the  boldest  and  most  ori^nal 
apeculator  in  Political  Economy  that  America  lias 


produced,  and  some  of  his  countrymen  consider 
him  to  have  effected  a  revolution  in  the  science. 
If  we  conceived  such  an  opinion  to  be  true,  we 
should  gladly  endorse  it.  But  we  are  very  far 
indeed  from  beins^  able  to  do  so,  and  his  later 
productions  are  mmgled  with  so  much  mysticism 
as  to  be  beyond  the  reach  of  comprehension. 

Mr.  Carey*s  system  is  built  upon  the  docti'ine 
that  labor  is  the  sole  cause  of  value,  a  dogma 
which  he  holds  in  common  with  the  whole  of  the 
second  school  of  Political  Economy. 

The  absurdity  of  this  doctrine  was  pointed  out 
long  ago  by  Dr.  Whately,  who  shewed  that  pearls 
are  not  valuable  because  men  dive  for  them,  but 
men  dive  for  them  because  they  are  valuable. 

According  to  the  doctrine  that  labor  is  the 
sole  cause  of  vidue,  which  is  strenuously  advocat- 
ed by  Mr.  McCulloch,  a  diamond  is  valuable 
because  it  is  picked  up.  A  fine  diamond  lying 
on  the  ground  has  no  value  until  it  is  picked  up, 
and  it  is  the  act  of  picking  it  up  which  gives  it 
its  value  I 

Mr.  McCulloch  maintains  that  the  increased 
value  due  to  the  fermentation  of  wine  in  a  cellar 
is  to  be  considered  as  labor  I  (Note  I  to  the 
Wealth  of  Nations,  J 

Mr.  Carey  says  that  we  value  the  product  in 
proportion  to  the  intensity  of  labor  bestowed  on 
producing  it.  Thus  he,  with  the  second  school  of 
Political  Economy,  makes  the  labor  precede  the 
value. 

We  reply  that  it  is  manifestly  exactly  the 
reverse.  We  labor  to  obtain  a  thing  very  much 
becixuse  we  want  it  very  much.  The  desire  must 
in  all  cases  precede  the  labor.  We  do  not  bestow 
much  labor  on  a  thing  and  then  suddenly  find  out 
it  has  great  value,  but  we  must  clearly  desire  a 
thing  very  much,  before  we  bestow  much  labor 
on  it 

A  person  in  London  learns  that  there  are  some 
magnificent  ruins  in  Upper  Egypt,  and  he  lays 
out  much  money  and  gives  himself  much  trouble 
to  tto  and  see  them.  Is  it  not  clear  that  he  must 
desire  intensely  to  see  them  before  he  lays  out  so 
much  money  and  trouble  in  going  to  see  them  f 

And  it  is  clear  that  this  law  is  universal ;  it  is 
manifest  that  Value  is  the  cause  of  labor.  It  is 
because  a  thing  is  desired  by  the  producer,  or 
because  he  knows  that  some  one  else  desires  it,  or 
because  he  expects  that  he  can  inspire  a  desire  for 
it,  that  he  bestows  labor  in  producing  it.  If  there 
be  no  demand  for  a  thing,  and  if  none  can  be 
created,  it  can  have  no  value,  whatever  labor  be 
expended  in  producing  it. 

It  is  perfectly  clear,  therefore,  that  Demand  is 
the  sole  cause  of  Value, 

Thus  the  whole  foundation  of  Mr.  Carey*s 
system  of  Political  Economy  is  cut  away.  Labor 
is  the  accident,  and  not  the  essence  of  Value,  as  Dr. 
Whately  said  in  1831,  and  Bastiat  in  1850. 
(Pbeliminabt  Discoubse.) 

The  chief  point,  however,  of  novel^,  upon 
which  Mr.  Carey*s  reputation  rests,  is  his  I)octrine 
of  Rent.  It  is  well  known  that  Ricardo*s. Theory 
of  Rent  is  founded  upon  the  assertion  that  the  best 
lands  only  are  cultivated,  .and  that  no  rent  is  paid 
for  them ;  that  as  population  increases,  inferior 
lands  are  requii*ed  to  feed  them ;  that  rent  liiea 
commences,  and  is  the  difference  between  tiie  cost 
of  cultivating  the  best  and  the  next  best  land. 
In  a  similar  manner,  when  land  of  the  third  quality 
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is  required  rent  commences  on  the  second,  and  so 
on ;  and  then  rent  is  defined  to  be  the  difference 
between  the  cost  of  cultivation  of  the  different 
qnalities  of  land. 

Now,  for  this  theory  of  Rent  to  be  true,  it  is 
essential  that  men  should  begin  to  cultivate  the 
best  soils,  and  that  there  should  be  a  difference 
in  the  qualities  of  soils.  If  men  did  not  begin 
upon  the  best  soils,  or  if  there  were  no  difference 
in  the  qualities  of  soils,  there  could  be  no  such 
thing  as  rent. 

Mr.  Carey  challenges,  as  well  he  might,  an 
assertion  of  so  general  a  nature,  and  says  that 
men  firmly  believe  in  this  theory  of  rent  who 
would  deem  it  the  height  of  absui*dity  to  say 
that  a  price  was  paid  for  cattle  because  some  were 
better  than  others ;  or,  as  we  might  say,  it  would 
be  equally  ridiculous  to  say  that  hire  was  paid 
for  horses  because  some  horses  are  better  than 
others;  and  to  define  the  word  hire  to  be  the 
difference  of  cost  of  rearing  the  best  and  the  next 
best  horses. 

Between  Mr.  Carey's  first  publications  and  his 
last,  there  is  a  considerable  difference  in  his 
theory  of  Rent ;  but  as  he  has  declared  that  he 
has  abandoned  his  first  theory,  and  adheres  to  his 
second,  we  shall  of  course  only  examine  that  one. 

Mr.  Carey  then  maintains  the  exact  reverse  of 
Ricardo.  He  maintains  that  men  invariably 
commence  on  inferior  soils,  and  work  their  way 
to  better  ones.  The  reason  of  this  is  that  the 
best  soils  are  always  covered  with  timber,  or 
swamps,  which  a  scanty  and  poor  population,  as 
the  first  inhabitants  of  a  country  always  are,  have 
neither  time  nor  instruments  to  clear.  He  says 
that  the  inferior  soils  are  the  most  free  from 
timber,  and  the  most  easily  cleared,  and  that  men 
always  begin  with  these  and  gradually  exteud 
their  cultivation  to  the  better  soils  as  their  num- 
bers and  capital  increase. 

Mr.  Carey  maintains  the  necessary  universality 
of  this  course,  and  he  has  taken  a  wide  survey  of 
the  history  of  nations  in  different  ages,  in  all 
countries  of  the  world,  to  prove  its  truth. 

Now  Mr.  Carey  has  undoubtedly  so  far  suc- 
ceeded as  this.  He  has  certainly  completely 
overtlurown  the  basis  of  Ricardo*s  Theory  of 
Rent,  which  depends  on  the  universality  of  men 
occupying  the  best  land  first.  It  is  indubitably 
true  tiiat  in  a  great  many  cases  men  do  begin 
with  the  light  middling  soils  first.  And  this  is 
all  that  is  required  by  the  laws  of  Inductive 
Science  to  overthrow  the  generality  of  Ricardo*s 
Theory.  But  to  assert  as  a  necessary,  invariable, 
and  universal  law,  that  men  do  and  must  in  all 
cases  begin  by  cultivating  the  inferior  soils  is 
preposterous.  In  multitudes  of  cases  men  did 
begin  cultivation  on  the  best  soils.  It  has  often 
been  remarked  what  a  keen  eye  for  good  land 
the  monks  had.  In  multitudes  of  coses  the 
monasteries  will  be  found  placed  in  the  centre 
of  the  richest  and  best  lands. 

Now  if  there  are  abundance  of  cases,  as 
there  undoubtedly  are,  in  which  men  began  by 
cultivating  the  best  lands,  that  is  fatal  to  the 
generality  of  Mr.  Carey's  theory,  just  as  the  in- 
stances which  he  has  adduced  of  men  beginning 
on  the  light  middling  lands  are  fatal  to  Ricardo*s 
theory.  Each  of  them  has  perilled  his  theory  on 
the  universality  of  a  particular  comse  of  pro- 
ceeding. 


From  every  general  theory  all  accidental  and 
particular  circumstances  must  be  eliminated.  The 
particular  state  of  the  case  as  asserted  by  Ricardo 
18  sometimes  true,  and  the  particular  state  of  the 
case  as  asserted  by  Mr.  Carey  is  also  sometimes 
true ;  and  therefore  it  is  clear  that  neither  is  true 
as  a  general  theory.  A  true  general  theory  must 
include  them  both. 

We  have  endeavoured  to  exhibit  a  true  general 
theory  of  Rent  (Rbnt)  which  is  quite  indepen- 
dent of  the  particular  assumptions  either  of 
Ricardo  or  Mr.  Carey. 

The  next  point  of  novelty  which  Mr.  Carey 
claims  to  have  brought  forward  is,  that  it  is  not 
cost  of  production  which  regulates  value,  but  the 
cost  of  reproduction*  The  first  capital  he  says 
is  produced  at  a  great  cost  of  labor.  But  that 
capital  facilitates  the  production  of  firesh  capital, 
and  the  value  of  the  first  will  immediately  fall  to 
the  cost  at  which  it  can  be  reproduced.  There  is 
much  plausibility  in  this  view,  but  it  is  easy  to 
shew  that  like  the  law  that  Cost  of  Production 
regulates  Value,  it  is  only  a  modification  of  the 
law  of  supply  and  demand  in  pai*ticular  cases. 

On  the  subject  of  Banking,  Mr.  Carey  she^s/cv 
that  he  understands  its  mechanism,  and  thatl  ( 
Deposits  are  the  credits,  or  the  debts,  created  in  1 1 
the  bank's  books,  and  that  they  are  created  by/ 
the  discount  of  bills. 

He  justly  includes  Bank  Credits,  or  Deposits, 
as  well  as  Bank  Notes,  as  Currency.  He  excludes 
Bills  and  Notes  payable  after  date  from  the 
Cun*ency ;  because-,  says  he,  these  are  contracts 
to  pay  money,  and  therefore  a  contract  to  pay 
money  cannot  be  the  same  thing  as  money  itself. 

But  he  seems  to  have  forgotten  that  Bank 
Notes  and  Bank  Credits  are  contracts  to  pay 
money,  and  yet  he  admits  them  to  be  currency ! 

Moreover,  Bills  and  Notes  payable  in  future 
are  payable  on  demand,  like  Bank  Notes  and 
Cheques,  on  the  day  they  mature,  consequently 
they  answer  the  definition  of  Currency  on  the 
day  they  mature.  How  can  a  thing  which  is  not 
currency  one  day  become  currency  the  next? 
Tills  is  manifestly  a  violation  of  the  law  of  Con- 
tinuity.   (CoKTiNDiTT,  Law  of). 

In  his  earlier  works  Mr.  Carey  was  an  ardent 
advocate  for  Free  Trade.  In  his  later  ones,  a 
complete  change  has  come  over  him.  He  draws 
some  extraordinary  distinction  between  Trade  and 
Commerce,  which  to  us  is  wholly  unintelligible. 

But  perhaps  the  most  astounding  paradox 
which  Mr.  Carey  has  produced  is  bis  new  theory 
of  money,  propounded  in  his  last  work.  (Princi' 
pies  ofiSocial  Science.  Vol.  II.,  p.  327.)  Econo- 
mists have  hitherto  considered  that  an  excessive 
quantity  of  gold  would  diminish  its  value,  and 
make  things  dearer.  It  has  also  been  universally 
held  that  money  will  naturally  go  to  where  it  is 
most  valuable,  i.e.,  to  where,  cateris  paribus^  the 
rate  of  interest  is  highest.  If  there  is  one  law 
more  than  another  which  Economists  consider  to 
be  proved  by  reason  and  universal  experience,  it 
is  that  Bank  Notes  drive  out  coin  of  the  same 
denomination.  Mr.  Carey  maintains  the  exact 
reverse  of  all  these  propositions ;  he  says  that  the 
increase  in  the  supply  and  circulation  of  money, 
so  far  from  having  the  effect  of  causing  men  to 
give  two  pieces  of  money  for  an  article  that 
could  before  have  been  had  for  one,  had,  on  the 
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contrary,  that  of  enabling  them  to  obtain  for  one 
piece  the  commodity  that  before  had  cost  them 
two  I 

If  this  be  BO,  what  remarkably  cheap  places 
Australia  and  California  should  be  I  How  wonder- 
fully the  prices  of  all  commodities  mnst  have 
fallen  since  the  gold  discoveries  of  the  16th 
century ! 

If  money  naturally  flows  to  where  the  rate  of 
interest  is  lowest,  why  does  not  every  commodity 
naturally  go  to  where  it  is  cheapest  ? 

If  Bank  Notes  have  the  effect  of  attracting  in- 
stead of  repelling  coin,  what  floods  of  gold  must 
deluge  the  Western  States  of  America  1  Scot- 
land should  be  at  this  moment  labouring  under  a 
plethora  of  gold  I 

What  can  we  say  to  such  paradoxes  as  these  ? 
They  are  simply  Political  Economy  turned  up- 
side down. 

Upon  the  whole  then,  although  Mr.  Carey*s 
works  contain  many  important  observations,  and 
much  valuable  information,  we  regret  that  we  can 
by  no  means  assign  such  a  high  place  to  him  as  a 
scientific  writer,  as  his  admirers  claim  for  him. 
Many  of  his  observations,  no  doubt,  expose  the 
erroneousness  of  what  was  too  readily  believed, 
but  the  facts  accumulated  are  heaped  together  in 
too  crude  and  indigested  a  form  to  be  of  much 
scientific  value.  The  basis  on  which  his  whole 
system  rests — that  labor  is  the  »ole  cause  of  Value, 
is  most  manifestly  erroneous  (Labob  ;  Vaxub.) 
His  doctrines  of  Rent  and  Currency  are  examined 
under  those  articles. 

CAfiOILL,  WILLIAIL 

The  Currency;  shemng  how  a  fixed  gold  standard 
places  England  in  permanent  diMdvantage  in 
respect  to  other  countries,  and  produces  periodical 
domestic  convulsions.    London,  1845. 

An  examination  of  the  origin,  progress,  and 
tendency  of  the  commercial  and  political  confedera- 
tion against  England  and  lYance,  caued  the 
Prussian  League,    Newcastle,  1840. 

OABITAT,  See  Cokbobcbt.. 
CABLEN,  niLS. 

StatisOk  djver  Skaraborgslan.    Marlestad,  1 853. 

CABLI,  OIAN  BINALDO,  Count,  one  of 
the  most  celebrated  Italian  authors,  Economists, 
and  administrators  of  the  18th  Century,  was  bom 
at  Capo  d'Istria  on  the  11th  April,  1720.  His 
literary  and  scientific  talents  displayed  them- 
selves at  a  very  early  age.  After  having  studied 
physics  at  Hambro,  in  Friuli,  he  was  sent  to 
Padua  to  learn  Greek,  Hebrew,  and  Juris- 
prudence, in  his  19th  year,  when  he  had  already 
attained  reputation  as  a  writer,  and  he  was  im- 
mediately admitted  into  the  Academy  of  the 
Eicovrati.  In  his  2 1st  year  he  had  already 
begun  to  write  on  the  subject  in  which  he  after- 
wards principally  distinguished  himself,--money. 
He  published  a  pamphlet,  in  which  he  eon*ected 
some  errors  into  which  Muratori  had  fallen.  He 
bestowed  much  attention  on  the  ancient  dra- 
matists, and  composed  some  plays  himself.  \ 

In  1744,  when  he  was  in  his  24th  year,  the 
Venetian  Senate  created  a  chair  of  Astronomy 


and  Navigadon  for  him  at  Fadna^  and  gave  him 
the  superintendence  of  the  arsenal  and  navy  of 
Venice.  He  immediately  introduced  improved 
models  of  ships  of  war,  which  were  very  success* 
ful. 

His  fame  was  now  so  great  that  he  was  elected 
President  of  the  Academy  of  the  Ricovrati.  In 
1747  he  published  his  Dissertazione  ndV  impiego 
del  danaro,  which  laid  the  foundation  for  his 
subsequent  great  work  on  the  Coinage. 

In  1751,  he  lost  his  wife,  which  preyed  so 
much  on  his  spirits  that  he  resigned  hisprtrfessor- 
ship,  and  returned  to  Istria  with  the  natnralist 
Vitaliano  Donati.  They  travelled  together  to 
the  ruins  of  Pola,  which  he  afterwards  described 
in  his  work  on  the  antiquities  of  Italy.  Carti 
also  edited  his  friend  Donatl's  work  on  the 
Natural  History  of  the  Adriatic,  after  his  death. 

He  now  devoted  his  entire  attention  to  his 
great  work  on  Coinage,  which  occupied  him  nine 
years.  The  first  part  was  published  in  1754,  and 
the  last  in  1760.  * 

In  1765,  Eaunitz  and  Firmian  invited  him  to 
Vienna,  where  he  was  appointed  President  of  the 
Supreme  Council  of  Political  Economy.  Bnt  aa 
this  did  not  occupy  his  time,  he  was  made  Dean 
of  the  Tribunal  of  Studies  at  Milan,  where  he 
^Ffint  to  rcsidfi 

In  1771,  he  edited  VerrPs  Meditations  in  Po- 
litical Economy,  with  notes,  and  was  appointed 
President  of  the  Royal  Ducal  Ma^strato  Cameraie. 
This  board  consisted  of  Beccana,  Frlal,  the  two 
Verri,  besides  himself,  and  it  introduced  immense 
reforms  into  the  administration  of  the  Milanese. 
At  Carli*s  suggestion  the  Inquisition,  which  had 
existed  for  centuries  at  Mflan,  was  abolished. 
The  Council  effected  a  complete  reformation  of 
the  coinage. 

In  1780,  he  was  struck  by  an  illness  which 
eventually  proved  fatal  to  him.  He  was  relieved 
from  his  duties,  and  at  first  he  was  allowed  to 
retain  his  full  salary,  but  in  the  following  year, 
a  ^neral  law  of  the  Empire  reduced  it  to  two 
thirds.  Carli  does  not  seem  to  have  been  a  good 
manager,  and  this  reduction  of  his  pension  left 
him  in  great  distress.  He  then  produced  his 
work  on  Italian  antiquities.  In  1790,  his  friend, 
Leopold  of  Tuscany,  became  Emperor  and  resUn'ed 
his  pension.  He  died  on  the  22nd  of  Februaiy, 
1795. 

Carirs  works  were  published  in  a  collected 
form  in  18  volumes  8vo,  Milan,  1784-94,  the  first 
eight  of  which  contain  his  Economical  writings. 

Vol.  I.     Parere  sulP  impiego  del  Danaro. 
Bagionamento  sopra  i  Bilanci  Eeonomici* 
Rijiessi  sul  liber o  commercio  de*  gram, 
II  censimento  di  Milano, 
Saggio  politico  ed  Economico  sopra  la  Toseana, 
fatto  neW  anno  1757. 

Vol.  n.  Delle  monete,  e  delT  insHtuzione  delle 
zecche  d^ Italia  delV  antico,  e  presente  sistema  di 
esse,  e  del  loro  intrinseco  valore,  e  rapporto  con  la 
presente  moneta.  Dalla  decadenza  deW  Imperio 
sino  al  secolo  XVIL 

Vol.  III.  Ricerche  storiche  intomo  alT  insti' 
tuzione  delle  zecche  d^ Italia  dalla  decadenza  delT 
Imperio  sino  al  secolo  XVIL 

Vols.  IV.  &  V.  Delle  numete  couiate  e  paste  in 
uso  in  molte  zecche  (TltaUa,  quintovi  rintrinseco 
valore  di  esse  sino  al  secolo  X  VIL 
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Vol.  VL  Delle  anHche  et  modeme  proporzioni 
de^  metaUi  monetati  parHcolarmente  in  Italia^ 

Vol.  VII.  Del  vahre  e  della  proporzioni  de* 
mieiaUi  numetaii  con  i  generi  in  Italia  prima  della 
ecoperta  delV  Indie^  c<S  confranio  del  valore^  e  della 
proporziatte  de"  tempi  nostri, 

Jbella  gimta  ereauzione^  o  ragguagUo  delle  an- 
Hehe  monete  eino  al  secolo  XV  11^  con  le  correnti 
neUe  prineipali  cittd  d  Italia, 
.  Estratto  delle  oseervaziom  eul  regolamento  delle 
monete  che  si  ritrovano  nel  Tomo  III  deJV  opere 
iniitolati^  De  radoiinistratioii  des  Finances  de  la 
France,  par  M.  Necker,  con  le  aanotaziani. 

Vol.  VIII.  Osserwtzume  preventive  al  piano 
iniomo  aUe  monete  di  Milano, 

CABLIEBy  OHABLES.  L'Abb^;  born  at 
Verberiein  1735,  died  Prior  of  Andresi,  23rd  April, 
1785.  A  prolific  writer  on  natural  history,  es- 
peciallj  in  connection  with  rural  economy. 

Memoire  tur  Us  laines,  1755. 

Traite  sur  Us  manufactures  des  laineries. 

Dissertation  sur  Tetat  du  commerce  en  France 
sous  Us  rois  de  la  premiere  et  de  la  seconde  race, 
AjQolens,  1753. 

CABPI,  LEONE. 

Alcune  considerazioni  eeonomiche  sulU  impaste^ 
sul  dehbito  publico^  suUa  tassa  delU  rendite.  Torino, 
1850. 

Del  credUoy  deUe  hanche  e  deUe  casse  di  risparmio 
n^  loro  rapporti  coW  agricoUura,     Torino.  1857. 

CABBELy  AfiMANDy  A  celebrated  leader  of 
the  Republican  party  in  France,  was  bom  at 
Bouen,  8th  August,  1800.  He  entered  a  cavalry 
re^ment  at  17,  and  two  years  afterwards  changed 
into  the  *29th  regiment  of  infantry.  When  the 
French  invaded  Spam  in  1823,  Carrel  joined  the 
constitutional  party  and  fought  against  his  country- 
men. He  was  captured  and  tried  twice  by  court 
martial  and  sentenced  to  death ;  the  sentence  in 
each  case  was  quashed  for  informality.  He  was 
tried  a  third  time  and  acquitted.  He  then  be- 
came secretary  to  Augustin  Thierry ;  but  he  soon 
left  him  and  commenced  writing  independently. 
In  1830  the  National  W2a  started,  with  Thiers, 
Mignet,  and  Carrel  as  editors.  This  paper  con- 
tributed greatly  to  bring  about  the  revolution  of 
July,  1830.  Carrers  colleagues  formed  part  of 
the  new  government,  and  he  then  conducted  the 
paper  alone,  and  raised  it  and  himself  to  an  ex- 
traordinary height  of  power.  In  1836  he  was  led 
into  a  quarrel  with  Emile  de  Girardin,  the  editor 
of  the  Presse,  A  duel  was  the  result,  in  which 
Carrel  was  mortally  wounded,  and  he  died  on  the 
24th  July,  1836.  His  funeral  was  attended  by  a 
crowd  of  the  most  distinguished  deputies  and  men 
of  science.  For  an  appreciation  of  this  remark- 
able man  see  Mr.  AOirs  Dissertations  and  Dis' 
eussions. 

CEucres  litteraires  et  iconomiques  recueiUes  et 
annoUsypar  M,  Charles  Romey.    Paris,  1853. 

OABRAZA,  ALPHOVSE.  A  Spanish  advo- 
cate, who  lived  at  Seville  and  Madrid,  at  the  end 
of  the  16th  century. 

El  ^^ustamUnto  y  proporcion  de  las  monedas  de 


oroy  plata  y  copre^  y  la  reduccion  des  estas  metales 
a  su  dehida  esUmacion  son  la  regalia  singular  de 
Espana,    Madrid,  1628. 

Mogadon  al  rey  D.  Felipe  IV.  y  a  sus  supremos 
coneejos  dejusticia  y  estado  en  detestacion  de  los 
grandes  abusos  en  los  trajes  y  adomos  nuevamente 
introducidos  en  Espagna.    Madrid,  1836. 

CABBIEBE,  VL 

Beleuchhmg  der  statistischen  detaiU  uher  OeS" 
terreicks  Militair  MachL    Leipsig,  1856. 

OABBION  NISAS  M.  H.  F.  ELIS,  Mi^s- 
QU18,  born  at  Montpellier  17th  March,  1767, 
died  there  in  1841. 

De  Vorganisation  de  la  force  armee  en  France^ 
consitUree  particulierement  dans  ses  rapports  avee 
Us  autres  institutions  sociaUs^  Us  finances  de  Fitat^ 
U  cridit  public.    Paris,  1817. 

CABBION  NISAS,  A,  H.  P.  V.    Son  of  the 

preceding,  bom  in  1794,  retui-ned  to  the  consti- 
tuent assembly  in  1848,  by  the  department  of  the 
H^rault. 
Prir^pes  d^ economic  politique,    Paris,  1824 . 

OAJEITEB,  BICHABD. 

A  proposed  for  setting  a  perpetual  assurance  on 
livesy  and  for  advancing  the  credit  of  £10  lottery 
tichets.    London,  1712. 

Reasons  for  raising  the  £1,400,000  by  a  lottery 
of  40*.  a  tichetf  and  not  by  a  £10  lottery.    London, 

1720. 

A  scheme  for  raising  three  millions  for  the 
service  of  the  year  1712.    London,  1711. 

Several  proposals  to  raise  money  by  sundry  and 
different  methods.    London,  1711. 

OAHTIEE,  ETIENNB. 

Revue  de  la  numismatique  Frangaise.    Blois, 

1836.  ^    ^  . 

Recherches  sur  Us  monnaies  au  type  Chartrain 

Paris,  1846. 
Demieres  observations  sur  Us  monnaies  au  type 

Chartrain,    Blois,  1849. 

CAST,  JOHN.  Merchant  of  Bristol.  Mr. 
Cary  was  evidently  a  person  of  some  mark  in  his 
own  day,  as  we  have  met  with  his  name  several 
times  in  the  literature  of  the  end  of  the  17th 
century.  Some  of  his  works  were  published  by 
the  request  of  influential  parties.  But  we  regret 
that  they  are  full  of  the  exploded  commercial 
fallacies  of  that  day.  There  is  one  which  contains 
passages  of  great  importance  in  the  theory  of  the 
Currency,  from  which  we  have  made  quotations 
below.  We  have  not  been  able  to  discover  any 
details  of  his  life. 

An  account  of  (he  proceedings  of  the  Corpora^ 
Hon  of  Bristol,  in  execution  of  the  Act  of  Porha- 
mentfor  the  better  employing  the  poor  of  that  Ctty. 
London,  170O. 

A  discourse  concerning  the  East  India  trade^ 
shewing  it  to  be  unprofitable  to  the  hingdom  of 
England.    London,  1696. 

A  discourse  concerning  the  trade  of  Ireland  and 
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Scotland,  as  they  tiand  in  competition  with  the  trade 
of  England,    London,  1696. 

A  discourse  on  the  advantage  of  the  African 
trade.    London,  1710. 

A  discourse  of  trade  and  other  matters  relative 
to  it.    London,  1745. 

This  work  was  translated  Into  Italian  by  P. 
Genovesi  in  1764,  and  into  Fi'ench,  by  Butel- 
Dnmont  in  1755. 

An  essay  on  the  coin  and  credit  of  England  as 
they  stand  with  respect  to  its  trade.  Bristol,  22nd 
October,  1696. 

At  the  beginning  of  William  in.*8  l*eign  the 
silver  coinage,  which  was  then  the  sole  legal 
tender,  and  in  reference  to  which  the  conrse  of 
exchange  was  computed,  had  fallen  into  a  very 
d  {graceful  state.  It  continued  to  get  worse,  till, 
in  the  beginning  of  1695,  guineas  had  risen  to 
SOs.,  the  exchange  with  Holland  had  fallen  25  per 
cent.,  and  the  Irish  exchange  in  a  similar  propor- 
tion. After  many  ineffectual  attempts  at  re- 
medying this  by  legislation,  a  general  recoinage  of 
the  silver  money  was  effected  (Ooinaob),  which 
rectified  the  exchanges,  and  reduced  the  price  of 
guineas.  In  May,  1696,  the  Buik  of  England 
stopped  payment,  which  soc^  «eiit  its  notes  to  a 
heavy  discount.  This  crisis  is  of  a  very  con- 
siderable importance,  as  it  is  alluded  to  in  the 
Bullion  Report.  (Buixion  Repobt  §  49),  but  un- 
fortunately that  passage  is  full  of  the  most  serious 
chronological  errors,  which  render  its  argu- 
ments invalid.  The  first  thing  to  be  done  is  to 
ascertidn  at  what  time  guineas  rose  and  the  ex- 
change fell,  at  what  time  guineas  and  the  exchange 
were  restored  to  par,  and  when  Bank  Notes  were 
restored  to  par.  After  some  remarks  shewing 
that  the  value  of  the  silver  coins  depended  solely 
on  their  weight  and  fineness,  and  not  upon  their 
name,  as  so  many  persons  have  imagmed,  and 
that  an  ounce  of  silver  in  bullion  must  always  be 
equal  in  value  to  an  ounce  of  silver  In  coin,  there 
being  no  char^  for  coinage,  he  says,  p.  12 — 

<*  But  all  this  is  a  jest,  for  no  nation  esteems 
silver  but  for  its  weight  and  fineness ;  and  though 
the  money  of  some  counti'ies  may  not  agree  with 
ours  of  the  same  denomination  in  either,  yet  the 
exchange  sets  that  right.  Thus  the  French  crown 
(called  here  six  shillings,  or  three  livres)  hath 
not  usually  been  worth  in  exchange  above  56  of 
our  pence ;  now  should  any  man  be  so  imprudent 
to  bring  it  thence,  and  expect  to  pass  it  here  for 
six  shillings,  because  *tis  called  so  there,  he  would 
soon  see  that  neither  our  goldsmiths  nor  traders 
would  take  notice  of  the  denomination ;  on  the 
other  side,  should  any  one  caiTy  the  English 
crown  to  Franco,  because  *tis  there  worth  above 
three  of  their  livres,  vulgarly  six  shillings,  he 
would  find  no  more  advantage,  either  in  buying  of 
goods,  or  remitting  it  home  again,  than  he  might 
have  made  by  exchange.  When  our  coin  was 
corrupt  and  base,  all  exchange  rose  upon  us,  hut 
now  (i.e.  22nd  October,  1696)  it  is  returned  to  its 
ancient  standard,  exchange  returns  to  its  old  course ; 
not  that  the  standard  of  our  money  is  always  the 
exact  n}le  of  our  exchange,  the  balance  of  our 
trade  often  causes  it  to  alter,  either  to  an  advan- 
tage, or  to  our  loss,  besides  the  charge  of  manage- 
pieut.  Bpt  this  IS  little  in  comparison  with  the 
other ;  a  familiar  instance  we  have  in  the  case  of 
Ireland,  where,  whilst  our  coin  was  base,  seventy 
piunds  was  worth  one  hundi-ed  pounds  here,  which 


was  in  some  measure  proportionable  with  the 
value  of  pieces-of-eight  (which  they  took  in  Ire- 
land) by  weight  to  our  clipt  money,  and  also  to 
our  guineas  at  90s.  per  piece,  and  how  far  this 
carried  the  trade  of  England  into  that  kingdom, 
the  traders  to  the  West  Indies  have  been  too 
sensible.  But  since  the  error  of  our  coin  hath 
been  corrected^  that  very  exchange  is  so  much 
variedf  that  one  hundred  pounds  here  is  worth  one 
hundred  and  fifteen  pounds  there. 

**  And  since  I  have  mentioned  guineas,  I  cannot 
let  them  pass  without  some  observations;  how 
eager  was  the  contest  for  keeping  them  up  to  that 
exorbitant  value  P  Whereas  it  was  well  known 
that  the  reason  why  guineas  were  so  high  was  the 
badness  of  our  coin.  Gold  doth  not  receive  a 
value  from  the  stamp,  but  whether  in  the  mass, 
or  in  the  coin,  its  weight  and  fineness  are  to  be 
regarded;  the  standard  of  both  in  England  is 
the  same,  being  twenty-two  carats  of  finest 
gold,  one  carat  of  finest  silver,  and  one  carat 
finest  copper.  The  guinea  is  five  dwt  eight  gms. 
which  at  the  price  of  four  pounds  per  ounce 
(when  money  was  at  its  full  standard  and  weight) 
came  to  21  shillings  and  4  pence,  but  when  our 
coin  was  so  corrupted,  that  dOs.  contained  no  more 
silver  than  21s.  4d.  formerlv  did,  *twas  necessary 
guineas  should  rise,  to  put  them  on  an  equal  basis 
with  silver.  On  the  other  side,  when  the  current 
coin  of  the  kingdom  came  to  be  rectified,  and 
2s.  44L  contained  the  same  quantity  it  formerly 
did,  guineas  must  as  necessarily  fall,  because 
their  value  did  not  arise  from  their  denomi- 
nation, but  from  a  proportionable  standing  of 
their  weight  in  competition  with  the  weight 
of  silver.  And,  by  the  way,  it  is  to  be  ob- 
served that  guineas  at  22s.  (as  now  allowed 
to  pass  by  Act  of  Parliament)  arc  worth  eight 
pence  per  piece,  or  3  per  cent,  more  than  standard 
gold  in  the  mass  will  yield  at  four  pounds  per 
ounce.*' 

Thus  we  find  it  is  established  as  a  chronological 
fact,  that  the  exchanges  were  rectified  at  latest  by 
the  22nd  October,  1696,  as  that  is  the  date  of  the 
publication  of  the  pamphlet,  probably  some  time 
before.  The  last  paragraph  we  have  quoted 
seems  perhaps  of  litue  importance  yet  it  was  tiie 
cause  of  the  substitution  of  gold  instead  of  silver 
86  the  legal  standard  in  England. 

Mr.  Cary  also  sajrs  p.  17,  ^'One  thing  more 
I  WOUI4  observe  to  these  Gentlemen  in  their  own 
dialect,  that  as  our  coin  grew  bad,  so  standard 
silver  rose  in  its  price,  those  who  had  it  demand- 
ing 6s.  6d.  to  7s,  per  ounce  of  the  then  current 
com  of  the  Kingdom,  the  reason  of  which  Is  plain 
from  what  hath  been  said  before.'* 

lAx.  Cary  also  shews  that  he  knew  a  fact 
which  is  of  great  importance  in  the  theory  of  the 
CmTcncy  and  Exchange,  and  which  was  fatal  to 
the  mercantile  theory  of  his  day.  That  theoiy 
supposed  that  money  was  the  only  wealth,  and 
that  the  great  object  of  legislation  ought  to  be  to 
encourage  the  import  of  money  by  every  possible 
means.  Now  it  is  well  known  that  money  and 
bullion  is  the  least  profitable  of  any  merchandize, 
and  merchants  never  resort  to  it  when  they  can 
help  it.  He  says  p.  19,  "before  a  due  consider- 
ation we  find  that  as  nothing  but  the  balance  of 
our  ti-ade  brings  it  in,  so  nothing  but  the  baliuice 
of  our  tj*ade  with  particular  places  carries  it  out^ 
neither  of  them  pi'occeding  from  the  choice  of  the 
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merchant,  who  desires  rather  to  trade  in  any 
other  merchandize,  silver  neither  answering 
freights  or  insurances,  and  therefore  it  is  that  our 
merchants  bring  home  from  Spain,  ail  the  wines, 
fruit,  wool,  iron,  cochineal,  they  can  get,  and 
whatever  else  is  fit  to  load  their  ships,  before  they 
meddle  with  money,  but  the  balance  of  our  trade 
with  Spain  being  so  much  in  our  favor,  that  all 
the  prcdnct  thereof  cannot  make  it  good,  we  are 
obliged  to  bring  home  the  rest  in  bullion.'* 

An  esioy  on  the  state  of  England  in  relation  to 
Us  trade^  its  poor^  and  its  taxes  for  carrying  on  the 
present  war  against  France,    Bristol,  1695. 

An  essay  towards  regulating  the  trade^  and  em- 
pUfying  the  poor  of  the  Kingdom,    London,  1717. 

An  essay  towards  the  settlement  of  a  national 
credit  in  the  Kingdom  of  England.  London,  1696. 

A  proposal  for  paying  off  the  public  Debts  by 
erecting  a  national  credit.   ILondon,  1719. 

A  proposal  offered  to  the  Committee  of  the 
House'oj  Commons  appointed  to  consider  of  ways 
for  the  better  promaing  of  the  poor.  London, 
1700. 

A  proposal  to  raise  £150,000  oer  atmvin,  and 
to  give  employment  to  the  poor.    London,  1701. 

Some  consuierations  retaHng  to  the  carrying  on 
the  Linen  Manufacture  in  the  Kingdom  of  Ire- 
land  by  a  joint  stoch.    London,  1704. 

CAST,  THOMAS  OEEAVES. 

T*he  dependence  of  the  fine  arts  for  encourage' 
ment  in  a  republic  on  the  security  of  property^  with 
an  inquiry  into  the  causes  of  frequent  failure 
among  men  of  business.    Boston,  U.  S.,  1845. 

Letter  to  a  Lady  in  France  on  the  s^tpposed 
failure  of  a  national  banhy  the  supposed  delinquency 
of  the  national  government^  the  debts  of  the  several 
states  and  repudiation.    Boston,  1844. 

A  practical  view  of  the  business  of  banhing. 
Boston,  1845. 

Profits  of  manufactures  at  LoweU,  Boston, 
1845. 

CAST,  WALTER. 

The  present  state  of  England  expressed  in  this 
paradox-^  Our  Fathers  were  very  rich  with  little^ 
and  we  poor  with  much.    London,  1626. 

CASALIS,  GOFFBEDO. 

Dizionario  gcografico^  statistico^  commerciale ; 
degli  stati  di  S.M.  il  Re  di  Sardegna.  Torino, 
1833. 

CASAVL&NE,  SIMON  LEON. 

Control  de  la  Banque  ginerale  de  bienfaisance 
et  de  circulation  commerciale.    Pai'is,  1800. 

CASATTX,  CHARLES  DE,  Mabquis. 

Considerations  sur  qvelques  parties  du  meco' 
nisme  des  societes.    Loudrcs,  1785 — 88. 

Discotirs  sur  rabolition  du  droit  patemel  de 
tester  vivement  recommandee  par  les  iconomistes. 
Paris,  1789. 

Absurdite  de  Vimpot  territorial,  et  de  plusieurs 
autres  impots,  demontree  par  V  exposition  des  effete 
ou  reaction  des  differentes  especes  de  taxes  sur 


tous  les  prixy  tant  du  travailt  que  de  ses  produitSy 
soil  dans  Vagriculture^  soil  dans  V  Industrie.     1790. 

Considerations  sur  Peffet  de  Vimpot  dans  les 
differents  modes  de  taxation.    Londres,  1794. 

CASH  CREDIT.  A  Cash  Creditor  Cash  Ac- 
count 18  a  permission  granted  by  a  Banli:  to  a  Cus- 
tomer to  draw  upon  it  to  a  certain  limited  amount, 
at  such  times,  and  in  such  sums  as  may  suit  his 
convenience.  He  may  pay  in  day  by  day  such 
sums  as  he  pleases,  and*  interest  is  charged  only 
on  the  daily  balance  of  the  account. 

A  Cash  Credit  is,  therefore,  simply  a  drawing 
account,  created  in  favor  of  a  customer,  upon 
which  he  may  operate  in  precisely  the  same  man- 
ner as  a  common  drawing  account.  The  only 
difference  being  that  instead  of  receiving  interest 
upon  the  daily  balance  at  his  credit,  he  pays  in- 
terest upon  the  daily  balance  at  his  debit.  It  is 
thus  an  inverse  drawing  account. 

The  system  of  Cash  Credits  is  one  of  the  dis- 
tinguishing features  of  Scottish  Banking,  and  will 
deserve  our  closest  attention,  as  it  will  shew  the 
immense  advantages  of  a  judicious  and  well 
managed  system  of  credit  to  a  conntry.  It  is, 
moreover,  entirely  of  the  nature  of  accommodation 
paper^  which  has  acquired  such  a  disreputable 
notoriety  in  commerce.  It  will  also  serve  to  bring 
out  and  test  the  loose  and  vague  and  contradic- 
tory notions  on  Credit  which  are  current  in  works 
on  Political  Economy. 

The  system  of  Cash  Credits  sprung  from  the 
peculiar  constitution  of  the  Scotch  Banks.  Most 
of  the  great  foreign  Banks  were  mere  Banks  of 
Deposit,  and  did  nothing  but  create  credit  in  ex- 
change for  bullion  deposited  with  them,  which 
they  professed  to  keep  locked  up  in  their  vanlts. 
The  Bank  of  England  itself  was  at  first  limited 
in  the  amount  of  its  issnes  to  the  sum  it  had  ad- 
vanced to  government,  and  issued  no  notes  under 
£20. 

But  the  Bank  of  Scotland  had  unlimited  powers 
of  issue  both  in  amount  and  denomination ;  it  re- 
ceived no  deposits  at  first  from  the  public,  but  on 
the  security  of  money  paid  in  by  its  Shareholders 
it  issued  as  many  notes  as  it  could  in  the  discount 
of  Bills  of  Exchange.  These  notes  were  at  first 
for  £100,  £50,  £10,  and  £5.  For  some  time  it 
issned  no  notes  below  £5,  although  it  had  many 
proposals  to  do  so.  John  Law  tells  ns  that  its 
notes  in  circulation  very  soon  amounted  to  ^-9^ 
times  the  amount  of  the  cash  in  the  Bank^  which 
he  very  justly  says  was  equivalent  to  the  creation 
of  so  much  additional  money .  At  length,  how- 
ever, either  in  1699  or  1 704,  for  the  accounts  differ, 
and  it  is  not  easy  to  decide  between  them,  they 
commenced  the  issue  of  £1  notes. 

Now  the  issue  of  £1  notes  has  a  very  much 
more  ponrerful  effect  in  commerce,  than  the  issue 
of  higher  denominations  of  notes. 

It  has  been  supposed  sometimes  that  notes  of 
a  large  amount  do  not  drive  coin  out  of  circulation. 
But  this  is  an  error.  It  is  perfectly  clear  that  the 
use  of  any  instrument  of  credit,  whatever  its 
nature  or  amount  may  be,  supersedes  the  use  of 
coin  to  that  extent,  in  that  transaction,  and  re- 
leases it  and  renders  it  applicable  to  other  pur- 
poses either  of  internal  or  external  use.  It  is, 
therefore,  a  bona  fide  augmentation  of  capital. 
Though,  of  cou-se,  the  insU'ument  of  credit  may 
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be  subsequently  unpaid,  and,  therefore,  it  is  pre* 
cariaug,  and  the  other  is  not. 

But  after  all,  the  transactions  in  which  large 
instruments  of  credit  are  used,  are  compara- 
tively few  compared  to  the  enormous  multitude 
of  those  in  which  coin  is  used.  Consequently 
if  an  instrument  of  credit  like  a  Bank  Kote  of 
the  same  denomination  as  the  coin,  is  put  into 
circulation  to  an  unlimited  extent,  it  entirely 
supersedes  and  displaces  coin.  The  metallic  cur- 
rency is  exported,  because  the  notes, — a  cheap 
instrument — are  equally  efficacious  at  home,  and 
the  money,  being  an  article  of  merchandize  of 
general  value,  is  sent  abroad  to  purchase  foreign 
commodities. 

The  effect,  therefore,  of  issuing  notes  of  the 
denomination  of  the  coin  is  much  more  powerful 
than  that  of  any  other  form  of  credit,  and  as  it 
is  more  powerful,  it  is  more  liable  to  danger  and 
abuse. 

The  effects  of  the  issue  of  £1  notes  by  the 
Bank  of  Scotland  were  very  soon  seen.  Specie 
disappeared  from  the  country,  and  some  contem- 
porary writers  say  that  the  suspension  of  cash 
payments  in  1704  was  due  to  this  cause. 

In  1727,  the  Royal  Bank  was  founded,  and  the 
system  of  cash  credits  is  said  by  some  authorities 
to  have  been  invented  by  it,  and  by  others  by  the 
Bank  of  Scotland. 

These  companies  being  in  the  warmest  rivalry, 
racked  their  invention  to  devise  some  new 
methods  of  putting  their  notes  into  circulation. 
The  field  of  commerce  in  Scotland  was  at  that 
time  extremely  limited,  and  consequently  the 
number  of  Bills  of  Exchange  to  discount  was 
comparatively  small.  The  banks  therefore  found 
themselves  with  a  superfluity  of  credit,  as  we 
may  say,  on  hand,  and  tried  to  devise  some  means 
to  get  it  into  circulation. 

Cash  credits  are  applicable  to  a  totally  difibrent 
class  of  transactions  from  those  which  give  rise 
to  Bills  of  Exchange,  and  we  may  now  explain 
their  nature  rather  more  fully. 

Every  man  in  business,  however  humble,  or 
however  extensive,  must  necessarily  keep  a  cer- 
tain portion  of  ready  money  by  him  to  answer 
immediate  demands  for  small  daily  expenses, 
wflges,  and  other  things.  This  could  of  course  be 
much  more  profitably  employed  in  his  business, 
where  it  might  produce  a  profit  of  15  to  20  per 
cent,  mstead  of  lying  idle.  But  unless  the 
trader  knew  that  he  could  command  it  at  a  mo- 
ment's notice,  he  would  always  be  obliged  to  keep 
a  certain  portion  of  capital  unemployed.  The 
trader  must  always  keep  a  certain  portion  of 
ready  money  in  his  own  till,  or  he  must  be  able 
to  command  the  use  of  somebody  else*s  till.  Now 
one  object  of  a  cash  credit  is  to  supply  this  con- 
venience to  the  trader,  to  enable  him  to  invest 
the  whole  of  his  capital  in  business,  and  upon 
proper  security  being  given,  to  furnish  him  with 
the  accommodation  of  a  till  where  he  may  obtain 
ready  money,  at  a  moment's  notice,  in  such  small 
sums  as  he  may  require,  on  his  paying  a  moderate 
interest  for  the  accommodation. 

So  also  they  are  frequently  granted  to  lawyers, 
or  writers  to  the  signet,  commencing  business, 
who  have  occasion  for  ready  money  from  day  to 
day,  to  make  many  small  payments.  Now,  if  it 
was  not  for  the  facility  thus  created  by  the  bank,  a 
young  man  commencing  business  as  a  writer  to  the 


si^et,  or  solicitor,  would  require  to  be  furnished 
with  actual  money,  either  of  his  own,  or  supplied 
by  his  friends,  and  it  is  a  greater  advantage  to 
them  to  have  it  supplied  merely  by  a  guarantee, 
a  mere  contingency  which  they  never  would 

S've  if  they  thought  there  was  any  danger  of  its 
»ng  enforced. 

But  the  national  advantages  of  the  cash  credit 
system  have  been,  if  poB8ible»  still  more  strilun^y 
displayed  in  the  prodigious  stimulus  it  gave  to 
the  agriculture  of  Scotland  during  the  last  oen* 
tury.  They  have,  indeed,  been  one  of  the  main 
causes  of  making  it  what  it  is.  In  the  Scottish 
system  of  farming,  leases  almost  universally  pre- 
vail, and  a  farm  is  not  entrusted  to  the  hands  of  a 
man  who  is  not  educated  to  his  business.  He 
usually  enjoys  nineteen  years  security  of  tenure ;  or 
where  leases  are  granted  for  the  purpose  of  reclaim- 
ing land,  they  are  fr^equently  longer  than  that. 
Now  supposing  a  farmer  who  is  known  to  be 
active,  skilful,  and  industrious,  obtains  a  farm  <hi 
lease,  he  may  go  to  the  bank,  and  upon  the  security 
of  his  lease  and  some  friends  who  become  bound 
for  him,  the  bank  grants  him  a  cash  credit.  He  is 
able  to  invest  the  whole  of  his  own  capital  in 
improving  the  land,  and  obtains  any  temporary 
advances  he  requires  to  mskke  inmiediate  pay- 
ments with,  from  the  bank.  When  harvest  is 
gathered,  he  repays  the  bank  with  interest,  makes 
a  profit  for  himself,  and  adds  to  the  capital  of  the 
nation. 

This  system  originated  with  the  power  of  creat- 
ing £1  notes,  which,  in  that  country  where  the 
banks  enjoyed  such  high  credit,  was  exactly 
equivalent  to  the  augmentation  of  actual  money, 
and  produced  exactly  the  same  effects  in  increas- 
ing the  agriculture  and  commerce  of  the  country 
as  so  much  actual  money. 

The  testimony  of  every  one  who  has  any  ex- 
perience of  Scotland  is  unanimous  in  iavor  of  the 
remarkable  effects  this  system  has  had  in  promot- 
ing the  prosperity  of  the  country,  and  the  morals 
and  conduct  of  the  people.  It  is  no  exaggeration 
whatever  but  a  melancholy  truth,  that  at  the 
period  of  the  revolution  of  1688,  and  the  esta- 
blishment of  the  Bank  of  Scotland,  that  country, 
partly  owing  to  such  a  succession  of  disasters  as 
cannot  be  paralleled  in  the  history  of  any  other 
independent  nation,  and  partly  owin^  to  its  posi- 
tion in  the  very  outskirts  of  the  civilized  world, 
and  far  removed  from  the  humanising  infiuence 
of  commerce,  was  the  most  utterly  barbaroos, 
savage,  and  lawless  kingdom  in  Europe.  Though 
we  may  parenthetically  observe  that  it  may  be 
mentioned  to  the  immortal  honor  of  this  poor, 
savage,  and  barbarous  cauntry,  that  it  was  the 
first  to  receive  and  propagate  the  Newtonian 
Philosophy,  and  send  missionaries  to  teach  it  at 
Oxford,  a  whole  generation  before  there  was  a 
sinffle  convert  to  it  in  France.  And  it  is  equally 
undeniable  that  the  two  great  causes  of  her  rapid 
rise  in  civilisation  and  wealth  were  her  systems 
of  national  education  and  banking.  What  the 
Nile  is  to  Egypt,  that  is  the  banking  system  to 
Scotland,  and  it  was  fortunate  for  her  that  the 
foundations  of  her  prosperity  were  laid  broad  and 
deep  before  the  gigantic  fallacy  was  dreamt  o^ 
that  the  issues  of  banks  should  be  inexorably 
restricted  to  the  amount  of  gold  they  displace. 

The  preceding  remarks  will  suffice  to  explain 
to  our.readers  the  general  nature  of  cash  credilsi. 
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<rhe  el!«ct  they  have  produced  on  the  morals  of 
the  people  is  described  by  the  witnesses  before  the 
Committee  of  the  Lords,  in  1826,  as  having  been 
very  remarkable.  At  that  time  it  was  conjectured 
that  there  were  about  12,000  cash  credits  granted 
to  persons  in  Scotland,  and  as  the  average  number 
of  sureties  was  three,  there  were  supposed  to  be 
about  40,000  people  interested  in  the  integrity, 
prudence,  and  success  of  each  other.  Mr.  Kinnear 
said  the  banks  very  rarely  suffered  loss  by  small 
cash  accounts.  The  magnitude  of  the  operations 
carried  on  by  means  of  cash  credits  in  Scotland 
may  be  inferred  from  the  statement  of  Mr. 
Sandeman,  who  said  that  during  21  years  that  he 
was  connected  with  a  provincial  bsmk  at  Perth, 
the  operations  amounted  to  from  80  to  90  mil- 
lions, and  there  was  no  loss  except  on  one  account 
to  the  amount  of  £200. 

The  advantage  to  the  person  who  has  a  cash 
credit  is  that  he  only  pays  interest  from  day  to 
day,  on  the  sum  he  actually  has  at  his  debit, 
whereas,  in  discounting  a  Bill  of  Exchange  he 
pays  interest  on  the  whole  amount  of  his  credit, 
whether  he  uses  it  or  not,  and  discount  is  besides 
more  expensive  than  interest.  (Discount.)  The 
bank,  therefore,  would  naturally  prefer  to  employ 
its  resources  by  way  of  discount,  rather  than  cash 
credit,  if  it  could.  There  is  also  a  further  dis- 
advantage attending  them,  that  they  cannot  be 
caUed  up  on  a  sudden  emergency,  and  if  there  be 
a  run  on  the  bank,  the  security  cannot  be  nego- 
tiated like  a  Bill  of  Exchange.  It  is,  therefore, 
only  where  a  bank  has  a  superfluity  of  credit, 
which  it  cannot  employ  profitably,  that  it  would 
resort  to  a  cash  credit,  and  also  where  there  is 
but  a  very  slight  chance  of  a  run  upon  it. 

For  these  reasons  cash  credits  have  always  been 
looked  upon  with  a  very  unfavorable  eye  by 
London  bankers,  who  must  always  keep  their 
funds  well  in  hand.  And  for  very  good  reasons. 
In  the  first  place  their  credit  is  not  so  solid  and 
well  established  as  that  of  the  principal  Scotch 
banks. — ^They  do  not  issue  circulating  credit  in 
the  form  of  notes^ — ^They  can  always  find  employ- 
ment for  any  superfluous  cash  they  may  have.— 
And  they  are  more  liable  to  runs. 

Even  in  Scotland  itself  we  believe  cash  credits 
are  not  so  prominent  a  feature  of  business  as 
formerly.  Commerce  has  increased  wonderfully, 
and  consequently  there  is  more  employment  for 
tiieir  resources  in  discounting  bills.  But  tiiongh 
their  relative  importance  may  diminish,  we  must 
never  forget  the  important  part  they  have  played 
in  the  advancement  of  the  country.  Scotland 
itself,  like  many  an  industrious  young  man,  has 
begun  with  credit,  and  by  zealous  industry  has 
accumulated  solid  capital. 

The  system  of  cash  credits  is  of  course  only  one 
department  of  the  mighty  system  of  credit,  the 
most  controverted  and  the  least  understood  part  of 
Political  Economy.  For  a  full  examination  of 
the  contradictory  and  erroneous  opinions  on  the 
subject  of  credit,  and  an  explanation  of  the  in- 
accurate conceptions  of  the  nature  of  Credit 
and  Yajlub,  we  refer  to  those  articles. 
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In  this  tract  Mr.  Cazenove  has  very  clearly 
seen  the  natm'c  of  the  National  Debt.  It  is  not 
a  mortgage  on  the  property  of  the  country,  as 
several  writers  have  said, — *^  What  the  govern- 
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ment  did  really  undertake  to  do,  was  to  guarantee 
to  the  lender  sometimes  a  terminable,  but  more 
frequently  a  perpetual  annuity,  or  income,  in  con- 
sideration of  the  sums  which  it  had  from  time  to 
time  occasion  to  borrow. 

"This  annuity  is  part  of  the  annual  produce  of 
the  land  and  labor  of  the  country,  which  is  raised 
in  the  shape  of  taxes  and  placed  at  the  disposal 
of  the  contractor  or  public  annuitant ;  and  the 
mode  in  which  it  has  been  secured  to  him  by 
assigning  him  a  certain  amount  of  supposititious 
stock,  beuring  interest  at  3,  4;  or  5  per  cent.,  as 
well  as  the  stipulation  which  has  been  sometimes 
made  of  not  reimbursing  it  below  par,  (that  is, 
not  compelling  him  to  receive  less  than  £100 
money  for  £100  fictitious  stock  ),  is  merely  a 
matter  of  convenient  arrangement,  entered  into 
at  the  time  for  the  purpose  of  facilitating  the 
transfer  of  the  annuity  fi*om  one  party  to  another, 
and  maintaining  its  value  in  the  market. 

**  The  National  Debt  then,  consists  properly  of 
the  annual  charge  to  which  the  nation  is  subject, 
in  order  to  furnish  an  income  to  the  stockholder, 
and  to  increase  this  charge,  is  in  reality  to  in- 
crease the  debt,  to  dlmini^  it,  is  to  diminish  the 
debt." 

Mr.  Cazenove  then  very  truly  shews  that  the 
taxes  fiEdl  upon  industry,  as  well  as  property,  and 
therefore  to  make  an  assessment  on  property 
alone  to  pay  it  off  would  be  manifestly  unjust. 

He  then  examines  the  effects  of  direct  and  in- 
direct taxes,  and  is  of  opinion  that  the  fairest  and 
bMt  system  of.  taxation  is  that  in  which  both  are 
combined. 

Mr.  Cazenove  has  also  published  a  second  edi- 
tion of  MaWtus's  Definitions  in  Political  Economy, 
with  a  preface  and  notes. 

Thotig^hts  on  a  few  tvbjecU  of  Politicdl  Economy. 
London,  1859. 

In  this  work,  Mr.  Cazenove,  p.  11,  says  that 
the  inductive  method  of  investigation  is  tiie  only 
means  of  arriving  at  any  sound  knowledge  on  the 
subject.  He  restricts  Wealth  to  material  objects. 
This  question  we  have  i^illy  examined  under 
Capital.  He  says,  p.  19,  that  the  total  currency, 
or  circulating  medium  of  a  country,  consists  of 
money  and  cil  its  substitutes. 

In  the  notes  appended  to  his  work,  Mr.  Caze- 
nove has  made  some  remarks  on  some  of  the 
articles  in  this  Dictionary  to  which  we'  feel  it 
necessary  to  make  a  few  observations.    He  says, 

g.  73,  that  we  are  in  error  In  attributing  to  Adam 
mith  the  doctrine  that  high  rent  is  one  of  the 
causes  of  the  high  price  of  com,  and<he  refers  us 
to  a  passage  in  which  he  says  the  reverse. 

Now,  we  may  observe  that  we  were  perfectly 
aware  of  the  passage  M.  Cazenove  refers  us  to, 
when  we  wrote  as  we  did.  But  this  is  an  exam- 
ple of  (he  innumerable  cases  of  difficulty  in  deter- 
mining what  is  the  doctrine  of  Economists.  It 
is  true  that  in  the  passage  Mr.  Cazenove  refers  to 
Adam  Smith  says  that  high  price  is  the  cause  of 
high  rent,  but  then,  as  we  have  shewn  under 
Bbut,  in  other  places  he  has  asserted  just  the 
reverse.  And  the  difficulty  is  to  determine  from 
the  general  tenor  of  his  work,  which  is  the- doc- 
trine most  conformable  to  it,  and  which  also  is 
the  doctrine  attributed  to  him  by  other  writers. 
Now  we  have,  we  think,  shewn  under  Bbnt,  that 
the  doctrine  which  we  have  mentioned  under 
AHpamsoNi  was  that  which  was  generally  at^i- 


buted  to  him,  and  understood  to  be  his,  by  con*- 
'  temporary  writers. 

At  p.  75,  Mr.  Cazenove  has  made  a  slight,  and, 
of  course,  unintentional  error.  He  says  that  we, 
in  various  places  of  this  Dictionary,  stoutly  con- 
tend that  Bills  of  Exchange  are  money.  Now 
this  is  a  mistake.  We  do  not  say  they  are 
money,  but  that  they  are  currency,  words  which 
we  do  not  consider  as  synonymous.  We  have 
shewn  under  Cubbbnct  that  that  word  includes 
money,  and  instruments  of  credit  of  all  sorts, 
which  is  the  opinion  Mr.  Cazenove  holds. 

Mr.  Cazenove  has  also  contributed  the  greater 
part  of  the  notes  to  Joneses  Literary  Rmains^ 
edited  by  Dr.  Whewell. 

CECILIA,  DON  JOSE. 

Memoria  sobre  los  medios  de  fomentar  Molida' 
mente  la  agricultura  en  un  pair,  si  detrimenio  de  la 
cria  de  gunados,  y  el  modo  de  remover  los  obstacu' 
los  quepuedan  impedirla,    Madrid,  1777. 

CEDEBLOF,  OLOF. 

CEconomiska  anmarkninger  aid  Skanska  Karp 
Adammar.    Lund,  1766. 

CEE  AC,  MONCAUT* 

JElements  cPiconomie  sociale,  ax>ec  vn  appendice 
sur  la  question  des  subsistances.    Paris,  1847. 

EUments  diconomie  socicde  et  ^organisation  du 
travail.    Paris,  1848. 

CENSUS  OATHOLIOUS;  or  a  Project  of  a 
Tax  upon  money,  exactly  proportional  to  &e  abtli" 
ties  of  the  rich  and  the  necessities  of  the  poor* 
London,  1711. 

CEBFBER   DE  MEDELSHEIM,   A.    E. 

Formerly  editor  of  the  Courier  de  tisere,  and  of 
the  Journal  des  Prisons  et  des^Societis  de  Bien^ 
faisance. 

Des  sociith  de  bienfaisance  mutueUe,  ou  des 
moyens  dameliorer  le  sort  des  classes  ouvrieres, 
Grenoble,  1836. 

Des  condamnSs  libirSs.    Paris,  1844. 

CEBNON  PINTEVILLE,  DE,  Baboh. 

Plan  de  liberation  ghdrale  desfijumces.  Paris, 
1790. 

CEBRETTI/JEAN  BAPTISTE. 

Histoire  des  montes'de'pietii  avec  des  reflexions 
sur  ces  istahlissements,  from  the  Italian.  Paris, 
1752. 

CEVA800. 

Statistiquedela  Ville  de  Oenes.  G^nes,  1838-40. 

CSABBOL  DE  VALTIC,  0.  J.  OASPABD 
DEj  Count,  Bom  at  Rion,  25  September,  1778. 
Prefect  of  the  Department  of  Montenotte,  and 
after  that  of  the  Seine,  Member  of  the  Institute, 
&c.    Died  in  May,  1843. 

Budgets  de  viUe  de  Paris,  et  rapports  au  con* 
seil  municipal  a  ce  sujet,  depuis  ISIS,  jusqu'  d  1827, 
inclusivement.    Paris,  1818-27. 

Recherches  statistiaues  sur  la  ville  de  Paris  et 
le  d^^artement  de  la  Seine.    Paris,  1828-44. 
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StaHHique  dss  provinces  de  Savotme^  d^OneiUe^ 
d Acquit  et  de  la  partie  de  la  province  de  Jfon- 
dovi,  formant  Vancien  dipartement  de  MontenoUe. 
Farifl,  1824. 

CHADWICE,  EDWIN,  G.B.,  a  distinguished 
member  of  the  Civil  Service,  who  has  borne  a 
very  leading  part  in  most,  and  the  first  part  in 
some,  of  the  great  administrative  and  social  re- 
forms of  the  last  30  years,  was  bom  at  Longsight, 
near  Manchester,  in  1801.  He  comes  of  a  younger 
branch  of  an  ancient  Lancashire  family,  noted  in 
the  county  histories.  He  was  educated  for  the 
bar,  and  during  his  course  of  study  became  ac- 
quainted with  many  medical  students  and  persons 
engaged  in  commerce.  To  these  subjects  he 
brought  a  mind  stron^y  imbued  with  a  statis- 
tical bent. 

An  opportunity  fortunately  occurred  for  bring- 
ing his  special  talent  before  the  public.  In  1825 
and  1827  Parliament  had  turned  its  attention  to 
Benefit  and  fViendly  Societies,  and  in  these 
years  two  Reports  were  issued.  The  Northamp- 
ton tables  had  hitherto  been  exclusively  used  m 
the  calculation  of  the  Value  of  Government 
Annuities.  These  had  been  prepared  by  Dr. 
Price  from  the  burial  registers  of  the  Parish 
of  All  Saint's,  Northampton,  from  1735  to 
1780.  It  was  contended  by  some  eminent 
statisticians  that  these  tables  were  no  longer  to 
be  relied  on.  They  maintained  that  experience 
had  proved  that,  from  various  circumstances,  the 
expectation  of  life  was  greater  than  represented 
in  those  tables.  The  very  companies  that  pro- 
fessed to  base  their  calculations  upon  them,  ac- 
knowledged their  inaccuracy,  as  though  they 
used  them  in  the  operation  of  insuring  lives,  they 
refused  to  do  so  in  the  inverse  operation  of  pant- 
ing annuities.  They  were,  however,  used  in  the 
grant  of  government  annuities.  Mr.  Finlaison, 
the  actuary  of  tha  National  Debt  Office,  had  re- 
peatedly urged  this  on  the  government,  and  his 
calculations  shewed  that  the  loss  to  the  nation 
was  £8,000  a  week.  Other  eminent  actuaries, 
however,  such  as  Mr.  Morgan,  of  the  Equitable, 
defended  the   accuracy  of   the    Northampton 

tables. 

Mr.  Chadwick's  first  paper  was  directed  to 
this  dispute.  It  was  published  in  the  We^min- 
ster  Review  for  1828.  It  is  interesting  as  having 
laid  the  foundation  of  Sanitary  Science. 

At  this  time  Mr.  Chad  wick  became  acquainted 
with  Mr.  John  Stuart  Mill,  who  was  also  a  con- 
tributor to  the  same  review,  and  through  him, 
with  Mr.  Senior,  who,  in  conjunction  with  Dr. 
Whately,  was  bringing  out  the  London  Review. 
To  this  review  Mr.  Chadwick  contributed  two 
papers  in  1829,  one  on  '*  Preventive  Police,*^  and 
the  other  on  ^'  The  Administration  of  Medical 
Charities  in  France.*' 

Hie  article  on  Preventive  Police,  attracted  the 
notice  of  Jeremy  Bentham,  then  in  his  82nd 
year,  and  led  to  a  friendship  between  its  author 
and  the  aged  jurist,  which  continued  to  the  end 
of  his  life.  Bentham  was  then  occupied  in  the 
preparation  of  an  administrative  code,  and  he 
wished  Mr.  Chadwick  to  undertake  that  part 
of  it  which  related  to  the  ministry  of  public 
health,  and  of  police.  Mr.  Chadwick  resided 
with  him  almost  constantly  during  the  last  year 
of  his  life.    Bentham  offered  to  place  him  in  in- 
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dependent  drcumstances,  on  the  condition  of  his 
engaguig  to  devote  himself  exclusively  to  the 
propagation  of  his  doctrines.  This  offer  Mr. 
Chadwick  declined,  but  Bentham  bequeathed 
him  his  library  of  jurisprudence,  and  a  small 
legacy. 

In  fact,  Mr.  Chadwick,  although  engaged  ia 
kindred  subjects  with  Bentham,  could  not  very 
well  be  called  his  disciple,  because  he  followed 
exactly  the  opposite  method  to  what  Bentham. 
did.  That  eminent  philosopher,  especially  in  the 
latter  years  of  his  life,  had  fallen  almost  entirely 
into  the  dogmatical  or  a  priori  system.  From  the 
constant  habit  of  living  alone  in  his  hermitage  in 
Queen  Square,  he  seems  to  have  thought  that  men 
were  to  be  dealt  with  as  so  many  algebraical 
symbols,  and  did  not  hesitate  to  send  off  constitu- 
tions cut  and  dried  in  his  pigeon-^holes  in  West- 
minster, to  any  part  of  the  world. 

Mr.  Chadwick*s  method  is  just  the  reverse. 
It  is  his  maxim  that  a  full  inquiry  should  always 
precede  any  legislation,  and  that  the  whole  sub- 
ject should  be  investigated  just  as  if  nothing  had 
already  been  settled  in  it.  By  this  means  it  often 
happens  that  doctrines  and  theories  which  are 
repeated  and  handed  down  from  writer  to  writer, 
and  pass  current  as  incontrovertible  axioms,  turn 
out  upon  inquiry,  to  be  absolute  fallacies  and  de- 
lusions. Mr.  Chadwick  has  several*  times  been 
applied  to  by  foreign  governments  to  advise  them 
on  matters  of  Poor  Law  Administration,  but  has 
invariably  declined  doing  so,  because  he  was 
unable  to  offer  them  proper  advice  without  insti- 
tuting a  searching  investigation  of  the  local  cir- 
cumstances of  the  case. 

That  this  is  the  only  true  method  of  proceeding 
no  competent  person  will  deny.  As  a  very  striking 
instance  of  the  necessity  of  the  reinvestigation  into 
the  fundamental  doctrines  of  Political  Economy, 
we  will  only  mention  one.  The  invariable 
method  of  describing  Banking  is,  that  it  consists 
in  borrowing  from  one  person  and  lending  te 
another.  There  never  was  a  j^eater  delusion, 
nor  a  more  complete  misconception  of  any  facts, 
than  the  current  notions  on  Banking.  There  is 
not  a  single  English  Economist  who  ever  had  the 
slightest  conception  of  the  nature  and  effects,  or 
the  mechanism,  of  Banking. 

We  shall  return  to  this  subject  more  at  length 
afterwa:rds.  In  1831,  Mr.  Chadwick  contributed 
an  article  on  ''Taxes  on  Knowledge,*"  to  the 
Wesimineter  Review, 

The  event  which  brought  Mr.  Chadwick  pro- 
minently before  the  public  was  the  appointment 
in  1832,  by  Lord  Grey's  government,  of  the  com- 
mission of  inquiry  into  the  operation  of  the 
existing  English  poor  laws.  Mr.  Senior  was  one 
of  the  commissioners,  and  at  his  instanee,  Mr. 
Chadwick  was  appointed  one  of  the  assistant 
commissioners.  Each  of  these,  eighteen  in  num- 
ber, had  a  district  appointed  him,  in  which  he 
was  to  make  inquiries  and  to  report  upon  it.  Mr. 
Chadwick  was  fbrtnnate  in  having  the  most  im- 
portant of  these,  London  and  Berkshire,  allotted 
to  him.  These  reports  were  printed  in  1833,  and 
out  of  a  volume  of  410  pages,  Mr.  Chadwick's 
report  occupies  139. 

The  immense  superiority  of  this  report  among 
its  compeers,  both  in  the  nature  of  inquiry,  the 
method  of  investigation,  and  the  breadth  of  its 
views,  was  manifest,  and  was  acknowledged  by 
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the  immediate  promotion  of  its  author  to  be  a 
eommissioDer.  He  was  also  employed  on  another 
very  important  inquiry.  In  April,  1833,  a  Boyal 
Commission  was  appointed  to  collect  evidence  and 
report  o^n  the  whole  subject  of  the  treatment 
of  iactorf  children.  Mr.  Tooke,  anthor  of  the 
History  of  Prices,  Mr.  Chadwick,  and  Dr. 
Sonthwood  Smith  were  the  central  board.  Ck>m- 
missioners  were  appointed  to  collect  evidence,  and 
in  Jnly,  1833,  the  evidence  was  digested  and  pub- 
lished by  the  Board,  accompanied  by  a  Report,  in 
which  interference  with  adult  labor  was  depre- 
cated, but  it  was  said  that  children  were  severely 
overworked,  and  suffered  much  both  physically 
and  morally,  and  a  ten  hours*  bill,  if  not  a  six 
hours*  one,  was  recommended. 

The  evidence  collected  by  the  assistant  com- 
missioners in  the  Poor  Law  Inquiry,  proved  the 
necessity  of  immediate  legislation.  A  general 
report  from  the  Commissioners,  of  which  Mr. 
Chadwick  was  one,  and  which  he  materially 
assisted  to  prepare,  was  presented  to  Parliament 
on  the  24th  February,  1834,  and  in  the  course  of 
the  session  the  Poor  Law  Amendment  Act  was 
passed.    (Poos  Law). 

Three  Commissioners  were  appointed,  Sir 
Frankland  Lewis,  Mr.  (xeorge  Nicholls,  and  Mr. 
John  J.  Shaw  Lefevre.  Mr.  Chadwick  was 
appointed  Secretary  to  the  Board,  with  the  dis- 
tinct understanding  that  he  was  to  have  the  virtual 
powers  of  a  fourth  Commissioner. 

The  first  results  of  the  Poor  Law  Amendment 
Act  were  highly  satisfactory.  The  rates  were 
reduced  by  about  two  millions  annually.  But 
the  Commissioners,  who  had  had  no  hand  in  con- 
ducting the  inquiries  which  led  to  it,  or  in  framing 
the  measure,  naturally  did  not  feel  so  great  a  zeu 
in  carrying  it  out  in  its  integrity,  as  tiieir  Secre- 
tary, who  had  in  fact  borne  l£e  chief  part  in  both. 
In  1835,  the  Commissioners  gave  signs  of  intend- 
ing to  revive  some  of  the  objectionable  practices 
of  the  old  law.  In  1837,  they  gave  still  more 
evidence  of  backsliding.  They  paid  no  atten- 
tion to  the  remonstrances  of  their  Secretary,  who 
saw  all  his  labors  in  the  fair  way  of  being  undone. 
He  was  obliged  to  appeal  to  Lord  John  Russell, 
who  interfered,  and  overruled  their  proposal. 
In  1840,  new  proposals  of  an  objectionable  nature 
were  again  brought  forward.  On  this  occasion 
"Mr,  Senior  concurred  with  Mr.  Chadwick  in  re- 
monstrating with  Lord  Normanby,  and  the  plans 
were  again  overruled.  Upon  this  Sir  Frankland 
Lewis  and  Mr.  Lefevre  resigned.  And  Mr. 
Nicholls,  who  coincided  very  much  with  Mr. 
Chadwick*s  views,  became  senior  commissioner. 
But  this  naturally  produced  an  unpleasant  rela- 
tion between  the  board  and  its  secretary,  and  he 
was  in  future  excluded  from  idl  participation 
in  the  administration,  and  confinea  strictly  to 
routine  duties. 

During  this  time  Mr.  Chadwick  was  also  en- 
gaged in  another  inquiry  of  the  most  important 
nature.  The  reorganisation  of  the  metropolitan 
police  force,  in  1829,  had  the  effect  of  driving  out 
great  numbers  of  the  London  criminals  into  the 
country.  In  1837,  a  Royal  Commission,  consisting 
of  Mr.  Charles  Shaw  Lefevre,  Mr.  Chadwick,  and 
Lieutenant-Colonel  Rowan,  was  appointed  to  In- 
quire into  the  best  means  of  establishing  an  effi- 
cient constabulary  force  in  England  and  Wales. 
The  inquiries  were  conducted  throughout  1888, 


and  were  equally  searching  and  exhaustive  as 
those  of  the  Poor  Law  Commissioners.  The 
Report  was  published  in  1839,  and  during  the 
session  an  Act  was  passed  for  the  formation  of  a 
county  constabulary.  But  the  recommendations 
of  the  Commissioners  were  not  carried  out  by 
any  means  to  their  full  extent. 

One  of  Mr.  Chadwick*s  chief  maxims  in  social 
inquiries  was  to  endeavour  to  ascertain  as  many 
as  possible  of  the  causes  of  the  evil ;  and  to  see 
which  of  these  could  be  removed  by  legislation 
or  other  social  arrangements.  He  had  long  been 
engaged  in  an  investigation  into  the  preventible 
causes  of  pauperism,  which  might  be  reached  by 
legislation,  or  other  means.  These  he  traced  to 
a  considerable  extent  to  intoxication,  produced 
in  many  cases  by  an  injudicious  time  of  paying 
wages.  By  an  alteration  of  this  time,  in  one  in- 
stance, a  manufacturer  reduced  his  usual  absentees 
on  Monday  morning  from  50  to  4.  So  with  mili- 
tary pensioners,  most  of  their  intemperance  arose 
from  paying  their  pensions  at  too  long  intervals. 
Among  the  removable  causes  of  pauperism  he 
considered  the  law  of  settlement  as  very  promi- 
nent. His  opinion,  on  this  point  were  strongly 
devdoped  before  a  committee  of  the  House  "  On 
Settlement  and  Poor  Removal."  He  advocated 
the  abolition  of  the  law  of  settlement,  or  at  least 
its  extension  from  pai'ishes  to  unions. 

The  preceding  narrative  fully  bears  out,  we 
think,  what  we  said  at  the  b^inning,  that  Mr. 
Chadwick  has  borne  a  very  leading  part  in  almost 
all  the  great  social  and  administrative  reforms  of 
the  last  30  years.  We  now  come  to  one  which 
is  probably  the  most  important  of  all,  and  to 
which  the  merit  belongs  more  exclusively  to  Mr. 
Chadwick,  namely — Sanitary  Reform. 

The  germ  of  this  may  be  found  in  his  paper  on 
Life  Inisurance  in  the  Westminster  Review  in 
1828.  Among  other  reasons  for  believing  that 
the  duration  of  life  was  longer  than  counted  in 
the  Northampton  tables,  Mr.  Chadwick  attributed 
great  prominence  to  the  sanitary  condition  of  the 
district,  and  the  general  rural  habits  of  society. 
This  was  abundantly  shewn  in  that  paper. 

The  investigations  connected  with  pauperism 
afforded  him  ample  opportunities  of  pursuing 
this  course  of  inquiry,  and  proved  beyond  a 
doubt  tibat  an  immense  mass  of  pauperism  was 
due  to  defective  sanitary  arrangements;  and 
therefore  was  one  of  the  causes  of  pauperism  pre- 
ventible by  Illation.  In  1838,  typhus  pre- 
vaQed  extensively  in  London.  Mr.  Chadwick 
obtained  the  consent  of  the  Poor  Law  Board,  to 
the  appointment  of  a  special  commission  for  in- 
quiry into  the  existence  of  physical  causes  of 
disease  in  the  Metropolis.  The  evidence  fully 
confirmed  the  anticipation,  that  much  of  the 
mortality  of  the  Metropolis  was  due  to  preventible 
causes.  In  August,  1839,  Lord  John  Russell 
addressed  a  letter  to  the  poor  law  commissioners 
authorizing  them  by  royal  command,  to  extend 
a  simiUr  inquiry  over  all  England  and  Wales, 
into  the  preventible  causes  of  disease.    The  in- 

2uiry  was  also  extended  to  Scotland.  Mr. 
'hadwick,  certainly  the  greatest  expert  in  the 
kingdom  in  such  a  task,  was  appointed  to  collect 
evidence  for  the  commission.  In  1842,  the  "  Re- 
port on  the  Sanitary  Condition  of  the  Uboring 
population  of  Great  Britain  "  was  at  len^  ready. 
The  Commission  were  uawilUng  to  incur  the 
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responsibility  of  adopting  and  presenting  it  in 
their  own  name,  it  was  consequently  published 
as  Mr.  Chadwick*s  report  to  them. 

The  sensation  created  by  the  revelations  of  this 
repoi*t  was  immense,  and,  no  doubt,  would  have 
received  due  attention  from  Sir  Robert  PeeFs 
government,  if  it  had  not  been  engaged  in  the 
long  and  vital  changes  in  the  Economical  policy 
of  the  country.  In  1843,  Sir  James  Graham 
requested  Mr.  Chadwick  to  extend  his  inquiries 
Into  the  practice  of  intramural  interments,  which 
had  not  been  included  in  the  former  Report. 
Mr.  Chadwick  produced  a  supplementary  report 
on  the  practice  of  interment  in  towns« 

The  reforms  proposed  in  these  Reports  were  so 
yast,  and  involved  interference  with  so  many 
existing  rights,  and  were  calculated  to  offend  so 
many  prejudices,  and  moreover  contemplated 
works  of  such  an  extensive  nature,  that  no  govern- 
ment could  bring  in  bills  to  carry  them  out  with- 
out the  assistance  of  professional  men  to  decide  upon 
the  best  practical  method  of  doing  so.  A  commis- 
sion of  men  of  eminence  in  different  departments, 
under  the  presidency  of  the  Duke  of  Buccleuch, 
was  appointed  to  consider  the  subject  in  its 
practical  bearings.  Two  reports  were  issued  in 
1844  and  1845,  confirming  the  leading  principles 
of  the  Report.  Legislation,  however,  was  stopped 
by  the  famous  Corn  Law  crisis,  which  resulted  in 
Sir  Robert  Peel's  defeat  and  retirement  from 
office. 

In  184(>,  a  case  of  alleged  cruelty  in  the  An- 
dover  workhouse  created  great  public  excitement, 
and  an  inquiry  was  ordered.  The  evidence  pro- 
duced before  the  commission  further  increased 
the  public  excitement.  At  the  same  time  two 
assistant  poor  law  commissioners  were  dismissed 
for  insufficient  reasons  by  the  commission.  These 
things  made  such  a  ferment  in  the  public  mind 
that  the  commission  was  dissolved,  and  a  new 
one  constituted. 

In  September,  1847,  Mr.  Chadwick  was  ap- 
pointed one  of  a  commission  of  inquiry  into  the 
sanitary  condition  of  the  Metropolis.  Two  re- 
ports, one  in  February,  and  the  other  in  July, 
1848,  were  issued  by  the  commissioners,  in 
that  year  the  efforts  of  sanitary  reformers  were 
successful,  and  the  Public  Health  Act  was  passed. 
A  general  Board  of  Health  was  appointed  to  su- 
perintend its  operation.  Lord  Carlisle  was  the 
chief  commissioner.  Lord  Ashley  second,  Mr. 
Chadwick  the  third,  and  Dr.  Sonthwood  Smith 
the  fourth. 

The  Board  proceeded  to  carry  out  the  princi- 
ples of  the  Sanitary  Reformers,  and  in  upwards 
of  100  towns  measures  were  in  progress,  which 
were  attended  with  the  most  mai'ked  success. 
Epidemic  disease  was  visibly  reduced,  and  in 
several  places  the  rate  of  mortality  had  diminished 
from  30  to  14  in  the  thousand.  !But  the  carrying 
out  of  these  reforms  disturbed  too  many  local 
influences,  and  offended  too  many  local  prejudices, 
and  the  G-ovemment  were  defeated  in  bringing 
forward  a  Bill  for  the  renewal  of  the  Public 
Health  Act  in  July,  1854.  While  he  was  actine 
on  this  Board  Mr.  Chadwick  was  made  C.B.,  and 
at  its  dissolution  he  received  a  pension  of  £1,000 
a  year. 

In  the  discussions  raised  at  this  period  res* 
pecting  the  Board  of  Health,  strong  testimony 
was  borne,  both  in  the  House  of  Lor&  and  Com- 


mons, to  Mr.  Chadwick*8  public  services^    The 
Bishop  of  London  said,  ^  Mr.  Chadwick  he  had 
known  for  thirty  years,  and  he  could  say  that  a  more 
efficient,  active,  diligent,  and  honest  servant  of 
the  public,  never  existed.    This  was  sufficiently 
proved  by  his  conduct  as  Secretary  to  the  Poor 
Law  Commission.    It  was  to  his  knowledge  and 
exertions,  and  to  those  of  Mr.  NichoUs,  that  we 
were  mainly  indebted  for  the  amendment  of  the 
Poor  Law.    After  faithfully  discharging  h is  duties 
as  Secretary  to  the  Commission,  Mr.  Chadwick 
turned  his  attention  to  sanitary  matters,  in  which 
he  had  displayed  an  extraordinary  amount  of 
knowledge.    It  was  his  opinion  that  if  the  sug- 
gestions of  Mr  Chadwick  and  Dr.  Southwood 
Smith  had  been  carried  out,  we  should  not  now 
have  had  to  dread,  at  least  to  the  same  extent, 
the  return  of   the  Cholera.      At  the  root   of 
Mr.  Chadwick*s  knowledge,  there  was  an  amount 
of  benevolent  interest  for  the  poor,  which  would 
prevent  his  sanctioning  any  measure  which  would 
mflict  hardship  on  the  poorest  of  his  fellow  crea- 
tures.**    Lord  Carlisle  '*  quite  agreed  with  the 
Bishop  in  the  opinion  he  expressed  respecting  the 
two  measures  of  our  time,  which  seemed  to  him 
beyond  any  others,  to  have  effected  the  internal 
condition  of  the  great  body  ef  the  people — ^the 
amendment  of  the  Poor  Law,  and  Sanitary  Re- 
form, and  he  sincerely  believed,  that  the  most 
efficient  agent  in  originating  and  producing  these 
two  great  fundamental  measures,  and  in  clearing 
away  a  host  of  obstacles  which  beset  their  early 
birth,  was  Mr.  Chad  wick,and  to  one  or  other  of  these 
measures  he  had  ever  since  devoted  his  time,  his 
health,  and  his  strength. "     Lord  Brougham  said 
that  '^  He  well  remembered  the  services— the  in- 
valuable services — of  Mr.  Edwin  Chadwick,  witii 
regard  to  the  Poor  Law  Commission,  and  the  in- 
quiry into  the  state  of  the  poor  and  tiie  Poor 
Law ;  and  he  could  most  distinctly  state  that  to 
Mr.  Nicholls  and  Mr.  Chadwick  were  mainly  dae 
the  success,  both  of  the  inquiry  and  of  the  great 
measure  which  grew  out  of  it."    Lord  John 
Russell  said — "Mr.  Chadwick  was  a  man  of  the 
greatest  energy,  and  with  a  spirit  of  inquiry 
which  induced  him  to  labor  by  zeal,  by  unremit- 
ting attention  to  the  subject  in  hand,  to  go  to  the 
bottom  of  it,  and  to  attempt  some  remedy  for  the  .« 
evils  which  he  conceived  himself  to  find  there* 
He  was  appointed  an  assistant  commissioner  to 
inquire  into  the  Poor  Laws,  and  if  in  that  large 
blue  book,  the  Report  of  the  Commissioners,  they 
turned  to  the  Report  of  Mr.  Chadwick,  they 
would  find  there  the  germ  of  that  amendment, 
which  in  his  conviction  had  saved  the  country 
from  great  social  evils,  if  not  absolutely  from 
social  revolution.     ♦    ♦    •    With  reference  to 
the  subject  of  health,  Mr.  Chadwick's  inquiries 
into  the  health  of  the  metropolis  and  of  towns, 
had  been  carried  on  through  various  commissions 
and  investigations  which  had  been  undertaken 
on  this  subject;  so  that  on  these  various  topics — 
the  Poor  Law,  the  improvement  of  the  police  of 
the  country,  and  the  improvement  of  the  health 
of  the  country,  there  was  no  man  to  whose  seal 
and  assiduity  this  country  was  more  indebted, 
than  to  Mr.  Chadwick.  ** 

The  economical  course  of  investigation  pnrsued 
by  Mr.  Chadwick,  as  well  as  the  principles  evolved 
by  him,  may  be  characterised  as  belonging  to  the 
statistical,  or  what  Mr.  J.  S«  Mill  calls  *^e  concrete 
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deductive  method,**  as  opposed  to  the  abstract  or 
geometrical  method  of  reasoning  in  Political  Eco- 
nomy and  general  legislation.    In  illustration  of 
the  dangers  attendant  upon  action  on  a  priori  con- 
clusions obtained  in  the  geometrical  method,  he 
averred,  in  a  paper  calling  for  enlarged  inquiry, 
by  a  commission,  for  the  settlement  of  the  facts  to 
serve  as  a  basis  for  the  reform  of  Parliament,  that 
there  had  been  no  one  investigation  with  which 
he,  with  other  commissioners,  had  been  charged, 
which  did  not  conclusively  reverse  every  assumed 
main  economical  and  political  principle,  and  al- 
most every  assumed  chief  elementary  ikct,  in 
which  not  only  the  general  public,  but  Parlia- 
mentary Committees  and  men  of  high  political 
positipn,  were  prepared  to  base  legislation.    Thus 
as  respects  pauperism,  the  prevailing  doctrine 
founded  upon  the  theory  of  Mr.  Malthus,  of  the 
geometrical  ratio  of  the  progression  of  the  popu- 
lation concurrently  with  only  an  arithmetical 
ratio  of  progression  of  the  production  of  food,  was 
that  the  general  cause  of  pauperism  was  the  pres- 
sure of  population  on  the  means  of  subsistence, 
and  the  chief  immediate  remedy  was  an  extensive 
emigration.    In  that  sense  several  men  of  emi- 
nence wrote,  Mr.  Wilmot  Horton  lectured,  and 
Mr.  Ricardo,  when  in  the  House  of  Commons,  was 
prepared  with  Mr.  Scarlet  to  legislate.    But  a 
careful  and  particular  inquiry  under  the  poor  law 
commission  showed  that  the  oppressive  excess  of 
pauperism  had  not  the  character  of  helpless  and 
unavoidable  destitution,  which  it  must  have  had 
to  have  been  consistent  with  the  theory  of  an  over- 
whelming pressure  of  population  on  the  means  of 
subsistence,  and  was  in  the  main  everywhere  the 
result  of  maladministration  of  rates  paid  in  aid  of 
wages,  of  relief  to  the  able-bodied  without  any  re- 
turn of  work,  and  in  terms  more  eligible  than  re- 
gular industry.    As  a  compromise  with  the  advo- 
cates of  the  population  theory,  provisions  were 
introduced  into   the  poor  law  amendment  Act 
for  the  emigration  of  paupers  Arom  the  more 
heavily  burdened  districts,    ^s  a  commentary  on 
the  theory  Mr.  Chadwick  stated  that  in  a  district 
where  there  were  fully  30,000  persons  receiving 
out-door  relief,  after  the  passing  of  the  Act  there 
was  great  difficulty,  with  all  the  exertions  of  emi- 
gration agents,  in  filling  even  two  ships,  and  of  the 
persons  who  went  away  in  them  few  were  of  the 
class  for  whom  relief  was  intended. 

As  the  theory  that  labor  and  food  were  nearly 
fixed  quantities,  from  the  population  being  pressed 
fully  up  to  the  means  of  subsistence,  it  was  pre- 
dicted by  the  economists  of  that  school,  that 
when  out-door  relief  to  the  able  bodied  was  dis- 
continued, and  the  recipients  thrown  upon  the 
labor  market,  assumed  to  be  already  overburdened, 
wages  must  inevitably  fall,  and  a  dire  aggrava- 
tion of  distress  ensue.  But  where  the  law 
was  most  steadily  acted  on,  wages  rose.  The 
sequence  of  facts  was  that  under  the  operation  of 
an  amended  administration  the  laborers  became 
more  steady  and  diligent.  The  labor  was  more 
efficient,  and  made  the  return  to  the  farmer's 
capital  larger.  Consequently  the  profit  and  the 
increase  of  the  fuoud  for  employment  of  labor 
enabled  and  induced  him  to  give  larger  wages.  In 
those  same  districts  where  the  pressure  of  popu- 
lation was  then  deemed  the  most  decided,  with 
a  greater  or  less  subsequent  increase  of  numbers, 
there  soon  began  to  be  felt  a  serious  scarcity 
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of  labor  for  the  ordinary  cultivation  of  the  land. 
Of  all  countiies  in  Europe,  Ireland  was  re- 
garded as  the  best  illustration  of  the  population 
theory.    From  his  observations  on  the  adminis- 
tration of  relief  to  Irish  paupers  in  England,  Mr. 
Chadwick,  with  Mr.  Nicholls,  strongly  urged  the 
Government  to  apply  a  system  of  compulsory 
in-door  relief  for  the  able-bodied  in  Ireland,  and 
that,  too,  without  any  law  of  parochial  settle- 
ment ;  but  only  with  the  Union  administrative 
machinery.     It  was  anticipated  that  the  new 
Union  Workhouses  in  Ireland  would  be  perma- 
nently swamped,  and  that  greater  masses,  from 
the  gi-eater  assumed  necessary  destitution,  would 
be  thrown  as  burdens  upon  the  rates  than  in 
England.     But  with  the  doors  of  the  Union 
Houses  thrown  open  to  the   able-bodied,  and 
rations  better  than  those  common  in  the  laborers* 
cabins,  and  free  relief  to  the  destitute,  the  amount 
of  able-bodied  pauperism  and  the  pressure  of  the 
poor-rates  have  been  less  in  Ireland  than  in  Eng- 
land, or  in  Scotland.    In  1857  the  rate  of  expen- 
diture in  poor-rates  was,  in  England,  8s.  8|d.  per 
annum  per  head  of  the  population ;  In  Scotland, 
where  the  administration  is  chiefiy  of  out-door 
relief,  it  is  4s.  2d.  per  head  of  the  population,  and 
increasing;  in  Ireland,  which  ought  to  be  the 
heaviest  burdened,  it  was  Is.  9d.  per  head,  and 
diminishing. 

Whilst,  on  the  empirical  method  of  legislation, 
or  sentiment,  or  on  such  abstract  economical 
principle  as  there  may  at  any  time  have  been  in 
the  minds  of  the  legislators,  it  was  proved  in  re- 
spect to  previous  legislation,  "That  there  is 
scarcely  one  statute  for  the  relief  of  the  indigent 
that  has  produced  the  effect  intended,  or  that  has 
not  created  new  evils,  and  aggravated  the  evils 
they  were  intended  to  counteract,**  so,  on  the 
other  hand,  in  respect  to  the  legislation  on  the 
concrete  or  deductive  method,  there  has  been 
nothing  omitted  which  after-experience  has  not 
shewn  the  need  of  restoring.  The  want  of  sound 
economical  knowledge  and  legislative  and  admi- 
nistrative principle  on  the  part  of  popular  repre- 
sentatives is,  however,  highly  unfavourable  to 
systematic  legislation,  and  occasions  a  condition 
of  the  representative  assembly,  in  which,  as  a 
general  rale,  no  large  systematized  measure  can 
be  expected  to  pass  entire,  in  which  no  such 
measure  comes  out  not  merely  unimproved,  but 
impaired  in  some  one  important  branch. 

The  fundamental  principle  of  a  compulsory 
system  of  relief,  adopted  by  Mr.  Chadwick's 
colleagues,  was  enunciated  in  these  terms ; — "  In 
all  extensive  communities  circumstanced  will 
occur  in  which  an  individual,  by  the  failure  of 
his  means  of  subsistence,  will  be  exposed  to  the 
danger  of  perishing.  To  refuse  relief^  and  at  the 
same  time  to  punish  mendicity,  when  it  cannot 
be  proved  that  the  offender  could  have  obtained 
sut^stence  by  labour,  is  repugnant  to  the  com- 
mon sentiments  of  mankind.  It  is  repugnant  to 
them  to  punish  even  depredation  apparently 
committed  as  the  only  recourse  against  want. 
In  all  extensive  communities  the  occurrence  of 
extreme  necessity  is  prevented  by  almsgiving, 
by  public  institutions,  supported  by  endownients 
or  by  voluntary  contributions,  or  by  a  provision 
partly  voluntary  and  partly  compulsory,  or  by  a 
provision  entirely  compulsory,  which  may  ex- 
clude the  pretext  of  mendicancy.    But  in  no  part 
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of  Enrope,  England  excepted,  has  it  been  thought 
fit  that  the  provision,  whether  compulsory  or 
voluntary,  should  be  applied  to  more  than  the 
relief  of  indigence,  the  state  of  a  person  unable 
to  labor,  or  unable  to  obtain,  in  return  for  his 
labor,  the  means  of  subsistence.  It  has  never 
been  deemed  expedient  that  the  provision  should 
extend  to  the  relief  of  poverty^  that  is,  the  state 
of  one  who,  in  order  to  obtain  a  mere  subsistence, 
is  forced  to  have  recourse  to  labor."  This  dis- 
tinction, which  was  marked  by  Bentham,  between 
indigence  and  x>overty,  is  one  between  large 
organic,  economic  principles,  the  want  of  percep- 
tion of  which,  and  the  attempts  to  relieve  not 
merely  indigence,  but  poverty,  have  been  great 
socialistic  error,  and  have  everywhere  been  pro- 
ductive of  injurious  results. 

One  main  object  of  properly  administered 
provision  for  the  relief  of  the  indigent,  is  the 
prevention  of  mendicity.  As  applied  to  Ireland, 
provisions  were  introduced  for  the  concurrent 
action  of  the  police  to  repress  and  get  rid  of  the 
mendicity,  by  which  that  country  was  heavily 
afflicted,  but  there  were  provisions  omitted,  in 
consequence  of  the  opposition  of  O'Connell,  to 
anything  which  would  interfere  with  the  senti- 
ments of  the  Irish  priesthood  in  favor  of  alms- 
giving. So  that  in  Ireland,  the  rate-payers  are 
still  heavily  burdened  with  the  vices  of  men- 
dicity, concurrently  with  the  tax  of  the  poor- 
rates.  The  new  law,  however,  imperfect  as  it  is, 
has  rendered  benefits  far  more  than  equivalent  to 
the  tax.  It  has  facilitated  the  diminution  of  the 
wretched  cottier  holdings,  and  the  application  of 
capital  to  the  improved  cultivation  of  land,  and 
an  improved  demand  for  labor  and  a  rise  of 
wages.  The  industrial  training  and  education  of 
orphan  children,  and  the  children  of  the  destitute, 
in  the  new  poor  law  union  schools,  is  such  as  to  con- 
vert the  hereditary  vagrants  and  mendicants  into 
permanently  productive  laborers,  andgood  subjects. 

Besides  the  ordinary  purposes  of  workhouses, 
the  new  Union-houses  serve  as  hospitals  and 
medical  institutions,  where  there  were  none 
before.  But  for  these  houses  for  the  reception 
and  treatment  of  the  fever-stricken  during  the 
period  of  the  potato  failure  and  famine,  and  for 
the  service  of  the  new  administrative  machinery 
during  that  calamity,  it  would  have  been  terribly 
aggravated.  With  all  deductions  made,  the 
Irish  poor-law,  with  its  administration,  is  the 
nearest  realization  of  the  measures  devised  under 
the  English  poor-law  coihmission  of  inquiry,  and  is 
the  best  approximation  to  sound  economical  and 
administrative  principle  of  any  in  Europe.  In 
England  the  want  of  an  organized  country  con- 
stabulary, which  was  the  object  of  the  constabu- 
lary force  commission,  was  an  obstacle  to  the 
efficient  direction  of  the  new  poor-law  machinery 
to  the  prevention  of  vagrancy,  and  of  mendicity. 
The  present  organization  is  deficient  also  for 
breaking  the  hereditary  pauper  succession,  by  the 
sound  industrial  training  and  education  of  pauper 
children,  of  whom  a  large  proportion  under  petty 
local  management,  continue,  or  return  as  perma- 
nent burdens  upon  the  rates. 

Before  systematic  investigation,  or,  indeed, 
aftei*  it,  with  some  of  the  most  successful  local 
administrators,  the  general  view  was  to  operate 
upon  the  pai'ishes  singly  and  separately  for 
the  reform  of  their  administrations.      Even  Mr. 


Nicholls,  who  had  reformed  the  administra- 
tion of  one  parish  serving  as  a  model,  as  shewn 
by  his  original  answers,  only  comtemplated  pro- 
ceeding with  the  parishes  singly,  or,  in  rare  cases, 
the  union  of  two  parishes.  Mr.  Senior*s  original 
plan  was  to  operate  for  the  repression  of  malad- 
ministration in  the  single  parishes  by  an  exten- 
sive administration  of  government  auditors,  at  an 
expense  of  £600,000. 

Among  the  grounds  alleged  by  Economists  of 
the  geometrical  school  of  reasoning  for  maintain- 
ing the  chargeability  of  destitution,  and  the  admi- 
nistration of  relief  in  small  areas,  or  the  separate 
parishes,  were  these,  that  it  brought  the  burden 
nearer  to  every  man's  door,  that  it  gave  to  the 
wealthy  an  interest  in  taking  care  of  the  poor 
(meaning  the  laboring  classes),  in  order  that 
they  might  not  become  burdensome  to  their 
parishes.  A  further  advantage  stat-ed  was,  that 
it  gave  to  those  at  whose  expense  a  superabun- 
dant population  must  be  relieved,  an  interest  in 
checking  population  or  preventing  improvident 
marriages. 

The  examinations  of  Mr.  Chadwick  shewed 
that  the  practical  application  of  these  hypotheses 
was  everywhere  fi'aught  with  mischief.     "The 
interest  created  by  the  law  of  settlement,  or  by 
the  imposition  of  the  burden  upon  the  proprietors 
in  the  narrow  locality,  was  not  an  interest  to  do 
all  these  things  any  more  than  it  could  be  said 
to  be  an  interest  on  the  part  of  a  landlord  to 
teach    his   tenantry  geometi-y,    if  by   learning 
geometry  or  anything  else   a   man    might    be 
enabled  to  gain  his  own  livelihood.    The  interest 
really  created  was  simply  an  interest  in  getting 
rid  of  the  burden,  and  that,  too,  by  the  shortest 
meansv    Unfortunately,  the  shortest  means  were 
found  in  shifting  the  burden,  and  unhappily  this 
process  of  shifting  was  always  accompanied  by 
the  creation  of  additional  burdens."     Hence  the 
pulling  down  cottages,  the  bandying  about  of 
paupers.    Mr.  Bentham*s  plan  of  pauper  manage- 
ment was  an  entirely  opposite  course,  of  sub- 
mitting the  whole  to  one  great  contracting  com- 
pany, and  receiving  different  classes  in  large  and 
peculiar  structures  on  the  panopticon  principle. 
Mr.  Chadwick  objected,  in  the  first  place,  that 
practically,  evi&n  if  the   principle   of  contract 
management  were  at  all  likely  to  gain  accept- 
ance, that   it  required  an  amount  of  trained 
administrative  ability  to  conduct  It.,  which  had 
to  be  created,  and  that  for  want  of  such  ability 
the  contract  principle  had  to    be   abandoned, 
when  it  would  in  competent  hands  be  otherwise 
highly  beneficial.    He  took  his  stand  upon  gi*ound 
previously  enunciated  in  1828,  in  his  article  on 
the   administration  of  public  charities,  in  the 
London  Review,  wherem  he  described  the  ad- 
vantages of  consolidating  the   administration  of 
the  funds  and  the  several  establishments  for  the 
relief  of  the  poor.    "By  the  adoption  of  this 
system,    a   better     classification    is    obtained, 
by    a    better     classification     a     more     close 
scrutiny  into  the  cases,  and  a  more  efficient 
application  of  the  means  of  relief.    Cut  up  a 
district  into  small  sub-divisions,  and  in  each  of 
them  may  perhaps  be  found  one  or  two  blind, 
one  or  two  maimed,  several  idiots  or  lunatics. 
These  will  not  be  attended  to,  or  badly  attended 
to,  or  if  well  attended  to,  it  must  be  at  great 
expense.   Interest  and  exertion,  which  can  rarely 
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be  insured,  would  be  requisite  to  get  them  pro- 
Tided  for  in  independent,  and  perhaps  veiy  dis- 
tant establishments.  Break  down  these  subdi- 
yisions,  bring  the  whole  of  the  objects  to  be 
provided  for  within  one  general  management, 
and  establishments  ma^  be  formed  for  each  class, 
— ^the  blind,  the  lunatic,  and  the  infirm ;  each 
will  be  much  better  provided  for,  and  at  a 
chea^r  rate,  a  greater  amount  of  pain  is  thus 
alleviated,  time  is  saved,  money  is  saved.  A 
large  class  may  be  made  to  work  when  a  small 
one  cannot.  In  short,  all  the  advantages  of  the 
division  of  labor  are  gained  in  the  larger  aggre- 
gate, and  utterly  lost  in  the  smaller  ones."  A 
mass  of  evidence  was  adduced  by  Air.  Chadwick, 
in  support  of  this  principle,  which  the  Commis- 
sioners deemed  irresistible,  and  they  adopted  it. 
He  contended  for  the  formation  of  Unions  suffi- 
ciently large  for  the  classification  of  the  paupers 
in  separate  houses,  assigning  one  house  for  the 
able-bodied  adult  male  paupers,  another  for  the 
aged  and  infirm,  but  above  all,  one  for  the  indus- 
trial training  and  education  of  orphan  and  other 
pauper  children.  For  this  course,  the  existing 
workhouses  and  buildings  would  have  been  gene- 
rally sufficient,  and  new  houses  would  only  have 
been  required  in  thinly  populated  rural  districts, 
and  in  exceptional  cases.  This  view  of  the  classifi* 
cation  of  paupers  in  separate  houses,  in  Unions 
sufficiently  large  to  effect  it,  was  adopted  by  Mr. 
Senior,  and  the  other  Commissioners  of  Inquiry 
{Beporty  p.  306-14),  and  powers  for  carrying  it 
into  effect  were  provided  for  in  the  Poor  Law 
Amendment  Act.  Fartlv,  however,  by  the  in- 
flaence  of  the  members  ror  the  metropolitan  dis- 
tricts, who  were  returned  chiefly  by  the  vestries 
of  the  larger  separate  parishes,  and  juirtly  by  the 
want  of  preparation  in  economical  and  adminis- 
trative principle  of  the  first  Board  of  Commis- 
sioners,  the  original  measure  was  set  aside,  and 
the  principle  of  classification  in  single  houses  was 
maintained,  and  new  union-houses  constructed 
throughout  the  country.  In  the  course  of  ex- 
perience of  the  working  of  this  principle  of  clas- 
sification in  single  honses,  however  large,  it  is 
found  to  fail  most  seriously  as  respects  the  future 
source  of  mendicancy  and  pauperism,  the  orphan, 
deserted  and  destitute  childi*en.  In  town  dis- 
tricts it  has  become  matter  of  complaint  that  few 
of  the  females  from  these  honses  turn  out  well, 
and,  indeed,  that  they  form  the  principal  source 
of  the  prostitution  of  the  streets.  In  consequence 
of  the  complaints  of  these  evil  results,  and  the 
experience  of  the  general  impracticability  of  pre- 
serving children  from  the  evil  influence  of  the 
adult  paupers  living  under  the  same  roof,  so 
much  of  the  original  plan  of  administration,  for 
classifying,  in  populous  districts,  in  separate 
houses,  has  been  reverted  to,  as  relates  to  chil- 
dren. Powers  have  been  given  for  the  formation 
of  schools,  for  districts  of  unions,  with  the  con- 
sent of  the  local  boards.  Such  consent  has  been 
obtained  only  in  a  few  instances.  But  such  as 
have  been  obtained  have  been  attended  with 
remarkable  demonstrations  of  administrative  and 
educational  power,  when  exercised  on  sound 
principles.  Whereas  formerly  only  one  out  of 
three  orphan  children  brought  up  in  the  inferior 
parochial  establishments,  and  two  out  of  three 
of  the  somewhat  improved  union  establishments, 
became  permanently  productive  laborers,  in  the 


complete  and  separate  district  schools,  with 
appropriate  industrial  training,  as  well  as  sound 
book  instruction,  the  great  bulk,  with  few  or 
slight  exceptions,  were  got  into  permanently 
productive  occupations,  and  that  of  a  degree 
above  the  lowest  sort- of  labor. 

Besides  the  moral  and  social  conclusions  deriv- 
ed from  such  demonstrations  of  administrative 
and  educational  power  for  the  conversion  of  here- 
ditary mendicants  and  vagrants  into  a  settled  in- 
dustrial and  productive  population,  Mr.  Chadwick 
gives  the  following  as  the  chief  economical  con- 
ditions evolved,  and  it  may  be  presented  as  an 
example  of  his  method  of  treating  social  and  ad* 
ministrative  questions.  ^'  Every  child  or  person 
living  at  large  as  a  mendicant  costs  the  public  as 
much  as  he  could  be  maintained  for  in  a  well  ad- 
ministered public  establishment,  still  more  will  he 
cost  to  the  public  by  his  spoil  and  waste  as  a  de- 
predator. Taking  the  average  cost  as  low  as  two 
shillings  per  week  from  infancy  (and  in  respect- 
able contract  establishments  on  a  large  scale  it 
was  more  tlum  double)  for  food,  clothing,  house 
room  and  care,  a  pauper  child  will  have  cost  £70, 
and  may  be  considered  as  an  investment  of  capi- 
tal to  that  amount,  at  fourteen  years  of  age,  a 
period  at  which  he  ought  to  be  enabled  to  earn  (or 
replace  by  an  equivalent)  his  own  subsistence,  and 
something  over  and  above  as  payment  to  the  capi- 
talist, his  employer,  as  interest  on  capital,  as  well 
as  the  labor  and  risk  of  providing  and  the  skill  of 
superintending  productive  labor. 

^' Under  an  unskilled,  ignorant,  and  incompetent 
local  administration  of  the  funds  raised  for  the 
relief  of  the  indigent,  two  out  of  three  of  the  in- 
vestments in  the  training  and  education  of  pauper 
children  were  lost,  that  is  to  say,  the  subjects  re- 
turned as  permanent  burdens  upon  the  public,  if 
not  immeaiately  as  paupers  upon  the  streets,  as 
mendicants  or  delinquents.  In  whichsoever  con- 
dition they  lived,  the  expense  for  their  mainte- 
nance for  the  remainder  of  life  (which,  according 
to  the  insurance  tables,  would  from  the  adolescent 
stage  average  about  40  years)  would  not  be 
less  than  double  the  previous  rate,  and  would  not 
be  less  than  £400  in  addition  to  bringing  up  the 
individual  to  the  adolescent  stage. 

"  Upon  every  three  investments  for  maintenance 
to  the  sidolescent  stage  there  was  a  loss  of  two, 
and  a  subsequent  loss  of  not  less  than  £800.  The 
prisons  of  Great  Britain  contain  an  averag^e  of 
not  less  than  20,000  able-bodied  persons,  chiefly 
of  these  legislative,  administrative,  and  economical 
failures.  That  prison  population  being  kept  up 
from  far  greater  numbers  living  at  large,  of  which 
upwards  of  100,000  are  recognized,  and  upon  the 
books  of  the  police,  are  the  criminal  and  vicious 
stock  living  upon  the  community.  But  an 
improved  administration,  involving  the  services 
of  trained  and  skilled  teachers  at  an  additional 
expense  of  not  more  than  from  £1  to  £1  10s. 
per  case  per  annum,  of  the  period  of  school  teach- 
ing, or  on  the  average  about  £24  of  additional  ex- 
penditure skilfully  administered  on  the  three,  tho 
entire  investments  are  saved,  with  a  few  excep- 
tions. The  economical  results  are  rendered  so  far 
certain  that  competent  officers  might  guarantee 
their  accomplishment,  and  the  conversion  of  or- 
phan children  into  good  and  productive,  instead  of 
bad  subjects,  at  an  insurance  charge  of  about  two 

per  cent." 
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A  well-administered  public  provision,  by  com- 
pulsory rates,  for  the  relief  of  the  destitute,  as 
contended  for  by  Mr.  Chadwick,  besides  giving 
to  the  community  confident  assurances  of  the 
strict  performance  of  the  duties  of  providing  for 
the  reaJly  destitute,  relieving  the  minds  of  labor- 
ers from  the  apprehension  of  suffering  from  unin- 
surable calamities,  and  relieving  the  minds  of 
others  from  the  pains  of  sympathy,  arising  fi*om 
the  extreme  cadamitics  that  may  or  do  befall  any 
portion  of  the  communitv,  it  has  an  economical 
value,  as  sustaining  productive  labor,  by  shield- 
ing the  laborers  from  the  pernicious  influence  of 
habits  of  mendicancy,  which  has  so  depreciating 
an  effect  on  the  industry  of  some  continental 
communities.  2ndly,  by  abating  the  pressure  of 
the  tax  of  mendicity.  3rdly,  by  breaking  the 
mendicant  and  pauper  succession  in  the  manner 
above  exemplifi^.  It  has  also  a  jurisprudential 
value,  as  strengthening  the  hands  of  justice  for 
the  repression  by  punishment  of  large  classes  of 
offences.  An  ill-considered  and  an  ill-adminis- 
tered provision  for  the  relief  of  destitution,  has 
the  reverse  tendencies,  and  a  pernicious  influence 
on  public  economy,  chiefly  by  giving  to  the  labor- 
ing classes  the  slave's  secuiity  against  want,  with 
the  slave's  Indifference  to  exertion  for  the  attain- 
ment of  results  in  which  he  has  no  adequate  in- 
terest. This  was  one  marked  effect  of  the  local 
administration  of  the  poor  rates  in  England,  under 
the  law  of  parochial  settlements.  In  a  lai'ge 
proportion  of  the  country,  which  Mr.  Chadwick, 
in  his  evidence  before  a  committee  of  the  House 
of  Commons,  designated  as  the  slave  labor  dis- 
tricts, any  one  who  purchases  a  whole  parish, 
in  effect  often  purchases  the  stock  of  labor,  almost 
as  much  as  the  game  upon  it.  The  agricultural 
laborers  upon  it  will  find  difficulty  in  obtaining 
engagements  in  any  of  the  adjacent  parishes,  from 
the  apprehension  that  they  may  obtain  settle- 
ments. Within  their  own  parishes,  whether 
they  work  well  or  ill  the  parish  must  maintain 
them,  and^  comparatively,  they  work  ill,  and  they 
are  commonly  comparatively  dear  at  half  the 
wages  earned  in  other  districts.  The  mere  blind 
lust  of  dominion,  and  the  supposed  interests  of 
the  large  land  owners  of  single  pai'lshes  in  the 
House  of  Commons,  and  the  low  state  ef  economi- 
cal and  administrative  principle,  has  hithei*to 
prevented  the  most  important  portion  of  the 
original  plan  of  poor  law  amendment,  the  repeal 
of  the  law  of  parochial  settlement,  or  the  substi- 
tution of  chargeability  on  lai'ge  areas  as  in  Ireland, 
without  any  settlement  whatsoever,  being  adopted. 
Such  partial  improvements  as  have  been  effected 
in  poor  law  administi-ation,  have  occasioned  an 
average  reduction  of  between  one  and  two  millions 
on  previous  expenditure,  but  a  continued  excess 
of  between  one  and  two  millions  is  estimated  as 
due  to  the  derelictions  of  principle  specified,  and 
other  remaining  shortcomings  in  the  original  out- 
lines. 

Mr.  Chadwick  entered  into  close  investigations 
of  the  conditions  affecting  the  efficiency  and  pro- 
ductiveness of  laboring  populations,  and  thence 
of  the  Wealth  of  Nations.  The  chief  of  these 
conditions  are  sanitary,  affecting  the  bodily 
strength,  mental,  including  other  than  those  de- 
rived from  book  instruction.  At  the  Congress 
of  Bienfaisance  held  at  Brussels,  he  read  a  paper 
in  which  he  shewed,  with  the  concurrence  of  ex- 


perienced foreign  employers  of  labor  on  a  large 
scale,  that  as  a  rule,  and  in  their  actual  condition, 
two  Anglo-Saxon  laborers  were  equivalent  in  the 
productiveness  of  their  labor  to  three  modern 
Norman,  or  three  Danish,  or  three  German  labor- 
ers. In  this  economical  dbndition  in  which  the 
labor  of  two  is  equal  to  three,  the  food,  the  cloth- 
ing, the  house  room,  and  the  whole  expense  of 
one  is  saved,  and  constitutes  a  fiind  which  is  di- 
visible between  the  two  and  the  capitalist  as 
profit.  In  the  extra  wages  of  the  English  work- 
man, which  are  generally  one  half  higher  than 
the  wages  of  the  workman  of  any  other  nation, 
the  extra  produce  obtained  is  so  divided,  and  if 
he  chose  it  might  be  saved  by  him.  It  follows 
that  the  economical  efficiency  of  the  twenty-six 
millions  of  the  English  population,  is  more  than 
equivalent  to  that  of  the  thirty -six  millions  of 
the  population  of  France,  or  of  the  other  popula- 
tions one  third  more  numerous.  Mr.  Chaxlwick's 
economical  view  of  the  condition  of  the  people 
of  Ireland  question,  founded  on  the  condition 
affecting  the  efficiency  of  the  Irish  laborers, 
differed  lai'gely  from  that  of  the  political  agitators 
as  well  as  the  economists  of  the  day.  In  the  first 
place,  from  the  Irish  laborer,  as  a  Roman 
Catholic,  observing  the  saints*  days,  from  his  re- 
gular attendance  weekly  at  markets  though  he 
has  nothing  to  sell  or  to  buy  there,  his  attendance 
at  fairs,  at  the  funerals,  and  lawsuits,  and  feuds 
of  his  tribe,  his  working  days  of  productive  labor 
are  less  than  two  hundred  in  the  year ;  while  the 
working  days  of  his  year  are  thus  nearly  one 
third  less  than  those  of  the  English  laborer,  the 
working  hours  of  the  Irishman's  days  at  home 
are  fewer,  and  generally  not  more  than  half  so 
productive  as  those  of  one  Irish  laborer  working 
under  an  English  regime,  or  those  of  an  English 
laborer.  By  the  low  sanitary  conditions  of  the 
Irishman's  cabin,  the  years  of  his  life  and  work- 
ing ability  are  reduced  by  one  third  below  that  of 
a  healthy  English  agricultural  laborer.  Foreign 
economists  agreed  that  the  like  deficiency  of  the 
working  hours  of  the  day,  of  the  days  of  the  year, 
and  the  years  of  life,  accompanied  and  caused  the 
poverty  of  populations  within  their  own  view, 
which  it  had  been  common  to  ascribe  to  unavoid- 
able pressures  on  the  means  of  subsistence. 

Upon  his  own  investigations  in  the  poorest  dis- 
tricts most  ravaged  by  epidemics,  he  alleged  in 
respect  to  the  doctrine  of  the  population  check. 
*^  where  the  pressure  of  the  causes  of  mortality 
is  the  greatest,  where  the  average  age  of  death  is 
the  lowest,  and  the  duration  of  Ufe  is  the  shortest, 
there  the  increase  of  population  is  the  greatest. 
The  proportion  of  children  is  great,  because  life 
is  short,  and  the  generation  transient,  the  middle 
aged  and  the  aged  are  swept  away  in  large  pro- 
portions, and  marriages  are  disproportionably 
early.  But,  says  a  Political  Economist,  in  an  essay 
in  support  of  Mr.  Malthus's  view,  *  The  effect  of 
wars,  plagues,  and  epidemic  disorders,  those 
terrible  correctives,  as  they  have  been  justly 
termed  by  Dr.  Short,  of  the  redundance  of  man- 
kind on  the  principle  of  population,  sets  its  opera- 
tion in  the  most  striking  point  of  view.  These 
scourges  tend  to  place  an  old  country  in  the  situa- 
tion of  a  colony.  They  lessen  the  number  of  in- 
habitants, without  in  most  cases  lessening  the 
capital  that  is  to  feed  and  maintain  them.'  What 
I  apprehend  the  actual  facts  when  examined 
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place  in  a  striking  point  of  view,  is  the  danger  of 
adopting  conclusions  deeply  affecting  the  interests 
of  commanities  on  hypothetical  reasonings,  and 
without  a  careful  investigation  whether  the  facts 
sustain  them.     The  facts  themselves  when  ex- 
amined, shew  that  (be  it  as  it  may  with  war) 
epidemic  disorders  do  not  lessen  the  number  of 
inhabitants,  and  that  they  do,  in  all  cases  that 
have  been  examined,  lessen  the  capital  that  is 
to  feed  and  maintain  them.    They  lessen  the  pro- 
portion of  productive  hands,  and  increase  the 
proportion  of  the  helpless  and  (]ependent  hands. 
They  place  every  community,  new  or  old,  in  re- 
spect to  its  productive  economy  in  the  position 
which  the  farmer  will  understand  by  the  like 
effects  of  epidemics  upon  his  cattle,  when  in  order 
to  raise  one  horse,  two  colts  must  be  reared,  and 
the  natural  pei'iod  of  work  of  the  one  reared  is, 
by  disease  and  premature  death,  reduced  by  one- 
third  or  one-half.'' 

These  conclusions  are  to  be  understood  as 
applicable  to  ordinary  epidemic  visitations,  and 
not  to  such  extraordinary  occurrences  as  that  of 
the  general  potato  failure  and  the  Irish  famine, 
which  led  to  so  enormous  and  continued  an  emi- 
gration as  to  preclude  the  manifestation  of  any 
results  in  the  power  of  reproduction  in  Ireland 
itself  after  the  visitation.  The  chief  benefit  which 
has  accrued  from  it,  has  been  in  breaking  up  con- 
ditions of  holdings  in  which  the  efficient  application 
of  capital  and  labor  to  production  is  prevented. 
Evidence  may  be  adduced  from  actual  results, 
that,  under  a  highly  advanced  system  of  agricul- 
ture, a  more  numerous  and  highly- paid  population 
would  be  needed  than  Ireland  has  yet  borne  in 
any  extensive  district.  But  the  increase  of 
births  under  ordinary  epidemic  visitations  and 
high  amounts  of  mortality  appeared  in  the  course 
of  Mr.  Chadwick*s  investigations  to  arise  from  a 
physiological  cause,  such  as  would  be  apt  to  be 
overlooked  in  cursory  examinations.  It  was 
evolved  thus: — In  the  course  of  the  investigation 
of  the  system  of  parochial  allowances  in  aid  of 
the  wages  of  laborers  with  families,  and  of  pay- 
ments on  account  of  the  number  of  dependent 
children,  it  appeared  that  in  the  rural  and  least 
unhealthy  districts  the  intervals  of  bii*ths  averaged 
two  years,  so  that  if  there  were  a  family  of  eight 
children,  the  eldest  was  sixteen  years  of  age,  the 
next  fourteen,  and  the  next  below  that  twelve, 
each  of  whom  was  capable  of  productive  labor. 
But  on  attempting  to  apply  this  rule  as  to  the 
intervals  of  births  to  the  most  unhealthy  towns 
districts  it  was  found  to  be  wholly  at  fault,  the 
intervals  of  births  then  averaging  only  about  one 
year.  The  reason  being  the  physiological  one,  that 
when  the  infant  is  cut  off  at  the  breast,  conception 
takes  place  almost  immediately,  whilst  it  is  defeiTed 
generally  so  long  as  the  child  continues  to  suckle, 
and  by  deferring  the  weaning,  the  intervals  of  birth 
may  be  protracted  as  long  as  three  years. 

To  the  general  result  of  the  increased  fecundity 
concurrently  with  an  excessive  mortality,  other 
canses,  which  are  thus  stated  by  him,  appear  to  be 
contributory — "  In  works  where  the  average 
period  of  working  ability  is  extended  to  the 
natural  period  of  superannuation,  which  the  evi  • 
dence  shews  that  a  combination  of  internal  and 
external  sanitary  measures  may  be  expected  to 
give, — ^namely,  an  average  of  full  60  years,  the 
account  for  one  place  would  be  one  superannuated 


workman  and  one  widow,  and  a  family  of  four  or 
five  well  grown  chDdren,  who  having  received 
parental  care  during  that  period,  will  probably  all 
have  obtained  before  its  termination  the  means  of 
independent  self-support.  Whereas  with  a  popu- 
lation of  only  fifteen  or  twenty  years  of  working 
ability,  the  same  place  of  work  may  during  the 
same  period  have  been  filled  by  two  generations 
and  one-fourth  of  work  people,  not  one  of  which 
has  brought  all  the  children  dependent  on  it  to 
maturity,  or  a  condition  for  self-support ;  and 
the  account  of  widowhood  and  orphanage  will 
frequently  for  the  same  place  of  work  stand  thus : 

Workmen  Orphan  Years  Iom  of 

prematurely  dead.  Children.  support 

J.  M,lWidow  .  .  2  .  .  .  39 
S.  H.,  1  ),  .  .  7  ...  26 
U.  Y.,  1      „        .    •       5        ...         15 

That  is  to  say,  three  widows  instead  of  one,  and 
three  sets  of  stunted  and  unhealthy  children 
dependent  for  such  various  periods  as  those 
above  specified,  and  competing  for  employment 
at  the  same  place,  instead  of  one  set  of  healthy 
children  arrived  at  the  age  of  working  ability  for 
self  support. 

'*The  dependency  of  the  duration  of  life  upon 
the  physical  condition  of  the  population,  and  the 
connection  of  the  several  classes  of  moral  and 
economical  facts  with  the  proportionate  mortality, 
may  be  thus  exemplified. 

'*  Taking  the  four  counties  in  Ireland  in  which 
the  proportion  of  mud  hovels,  with  only  one 
room,  is  the  greatest,  and  the  four  counties  in 
which  the  proportions  of  such  tenements  are  the 
least ;  having  obtained  these  proportions,  I  directed 
other  returns  to  be  obtained  in  their  order,  and 
confidently  anticipated  the  general  results  follow- 
ing from  the  facts  indicative  of  the  physical  con- 
dition of  the  popnlation. 


The  four  counties 

The  four  oonntles 

where  the  ATerage 

where  the  sTersse 

proportion  of  mud 'proportion  of  mud 

novels  ••  habita- 

hovels  as  habita- 

tions Is  the  lowest. 

tions  is  the  highest. 

Proportion  per  cent,  of  fkmflles 

oocnpying  habitations  which 

are  mud  cabins,  having  only 

one  room 

S9. 

61. 

Proportion  of  deaths  from  epi- 

demic disease  to  every  10,000 

of  the  nonnlation 

85.5 

47.8 

Average  age  of  all  who  have 

died  during  the   ten  years 

ended  6th  June.  1841  ......... 

83.4 

26.8 

Proportion  of  births  to  the  popu- 

^^mm'ym 

lation 

33.4 

20.9 

Increase  per  cent,  of  the  popu- 

lation since  1831 

6. 

8.7 

Per  cent,  of  the  population  16 

years  and  under 

88.8 

41.9 

Above  50  vears 

11.6 

9.5 

Proportion  per  cent,  of  male  and 

female  population  1 7  years  and 
nDwards — Unmarried 

43.2.^ 

39. 

Married 

47.75 

63. 

Per  cent.  <^  the  popnlation  b 

years  old  and  upwards,  who 

• 

can  neither  read  nor  write  ... 

4S.8 

69.7 

Proportion  of  crimes  of  violence 

or  passion  to  each  10,000,  on 

an  average  of  8  years,  to  1842. 

89. 

73. 

Bapes  and  assaults  with  intent. 

17. 

44. 

He  states  that  the  fallacy  of  the  geometrical  rea- 
soning, which  erects  pestilence  into  a  good,  is  fur- 
ther illustrated  by  the  effects  of  the  proportions  of 
the  dependent  populations  of  Ireland.  Thus  in 
England  the  population  above  15  and  under  50 
years  of  age  in  every  10,000  is  5,023,  and  this 
5,000  have  3,600  children  below  15  years  of  age 
dependent  upon  them.    In  Ireland  the  population 
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above  15  years  of  age  is  4,900 — in  other  words 
there  are  125  less  of  adults  in  every  10,000  and 
this  smaller  proportion  of  living  adults  with  8  or 
10  years  less  span  of  life,  or  working  ability,  have 
4,050,  or  450  more  children  dependent  upon  them. 
In  England  there  are  1,365  persons  in  every 
10,000,  or  13  J  per  cent,,  above  50  years  old,  to  ex- 
ercise the  innaence  of  their  age  and  experience 
npon  the  commnnity.  In  Ire&id  there  are  only 
10  per  cent.,  or  1,050  in  every  10,000  of  the  popu- 
lation above  50  years  of  age. 

"If  the  deaths  in  the  whole  ofEngland  and  Wales 
had  been  in  the  proportions  attained  in  some  dis- 
tricts, and  attainable  in  all,  namely  1  in  50,  there 
would  during  the  year  have  been  31,866  funerals 
less,  and  more  than  ten  times  that  amount  of  cases 
of  sickness  the  less. 

"  If  the  proportion  of  births  in  the  whole  king- 
dom had  been  the  same  as  those  occurring  m 
average  healthy  districts,  such  as  that  of  the  town 
district  of  Hackney  for  example,  of  1  to  42,  there 
would  have  been  139,958  births  the  less  to  make 
up  for  the  excess  of  deaths. 

*^  It  may  be  observed  that  whilst  in  England  there 
are  5,025  persons  between  15  and  50,  who  have 
3,610  children  or  persons  under  15,  in  America 
there  are  4,789  persons  living  between  15  and  50 
years  of  age,  who  have  4,371  children  dependent 
upon  them.  In  England  there  are  in  every 
10,000  persons,  1,365  who  have  obtained  above 
50  years'  experience,  in  America  there  are  only 
830. 

"  The  moral  consequences  of  the  predominance 
of  the  young  and  passionate  in  the  Ainerican  com- 
munity, are  attested  by  observers  to  be  such  as 
have  already  been  described  in  the  general  sani- 
tary report  as  characteristic  of  those  crowded,  fil- 
thy, and  badly  administered  districts  in  England, 
where  the  average  duration  of  life  is  short,  the 
proportion  of  the  very  young  great,  and  the  adult 
generation  transient. 

"  In  the  course  of  some  inquiries  under  the 
Constabulary  Force  Commission,  as  to  the  pro- 
portions of  a  paid  force  that  would  apparently  be 
requisite  for  the  protection  of  the  peace  in  the 
manufacturing  districts,  reference  was  made  to 
the  meetings  held  by  torchlight  in  the  neighbour- 
hood of  Manchester.  It  was  reported  to  us  on 
close  observation  by  peace  o£9cers,  that  the  bulk 
of  the  assemblages  consist  of  mere  boys,  and  that 
there  were  scarcely  any  men  of  mature  age  to  be 
seen  amongst  them.  Those  of  mature  age  and  ex- 
perience, it  was  stated,  generally  disapproved  of 
the  proceedings  of  the  meetings  as  injurious  to  the 
working  classes  themselves.  Those  older  men 
we  were  assured  by  their  employers  were  intel- 
ligent, and  perceived  that  Capital  and  large  Cap- 
ital was  not  the  means  of  their  depression,  but  of 
their  steady  and  abundant  support.  They  were 
generally  described  as  being  above  the  influence 
of  the  anai'chical  fallacies  which  appeared  to  sway 
these  wild  and  really  dangerous  assemblages. 
Tlie  enquiry  which  rose  upon  such  statements 
was,  how  it  happened  that  men  of  mature  age  feel- 
ing their  own  best  interests  injured  by  the  pro- 
ceedings of  the  younger  portion  of  the  working 
classes,  how  they,  the  elders,  did  not  exercise  a 
restraining  influence  upon  their  less  experienced 
fellow  workmen  ?  An  inquiry  of  the  owner  of 
some  extensive  manufacturing  property  on  which 
between  1,000  and  2,000  persons  were  maintained, 


at  wages  yielding  40s.  per  week  per  family, 
whether  he  could  rely  on  the  aid  of  the  men  of 
mature  age  for  the  protection  of  the  Capital  which 
furnished  them  the  means  of  subsistence  ?  He 
stated  he  could  rely  on  them  confidently.  Bat 
on  ascertaining  the  numbers  qualified  for  service 
as  special  constables,  the  gloomy  fact  became  ap- 
parent that  the  proportion  of  men  of  strength  and 
of  mature  age  for  such  service  were  but  a  small 
group  against  a  large  crowd,  and  that  for  any  so- 
cial influence  they  were  equally  weak.  The  dis- 
appearance by  premature  deaths  of  the  heads  of 
families  and  the  older  workmen,  at  such  ages  as 
those  recorded  in  the  returns  of  dependent  widow- 
hood and  orphanage,  must  to  some  extent  practi- 
cally involve  the  necessity  of  supplying  the  lapse 
of  staid  influence  amidst  a  young  population  by  one 
description  or  another  of  precautionary  foroe.*^ 

It  was  part  of  the  population  doctrine  at  the 
commencement  of  the  present  century  that 
poverty  was  the  result  of  an  inevitable  law,  and 
was  hence  the  parent  of  crime.  This,  if  true, 
would  have  thrown  great  obstacles  in  the  way 
of  the  penal  administration,  but  Mr.  Chadwick 
states  that  a  careful  and  close  inquiry,  made 
under  the  constabulary  force  commission,  he 
"  could  find  scarcely  an  instance  of  a  respectable 
workman  falling  into  habitual  delinquency  from 
the  pressure  of  any  distress,  which  the  exercise 
of  ordinary  prudence  would  not  have  averted — 
the  general  condition  of  habitual  or  professional 
depredation  being  that  in  the  absence  of  a  proper 
preventive  police,  and  in  the  absence  of  appro- 
priate penal  administration,  delinquency  paid 
better  than  re^lar  industry. "  And  even  as  to 
the  penal  statistics  received  by  Parliament  and 
the  public,  as  certain  measures  of  the  extent  and 
progress,  it  was  demonstrated  that  they  were 
wholly  fallacious.  As  an  example,  having  refe- 
rence to  the  social  evil,  which  has  lately  attracted 
great  attention  in  the  metropolis.  Dr.  Colquhonn, 
a  police  magistrate,  in  a  work  on  the  '*  police  of 
the  metropolis,"  which  has  been  received  as  a 
text-book,  stated  the  number  of  the  professed 
prostitutes  at  the  commencement  of  the  century 
as  upwards  of  50,000,  and  it  was  generally 
assumed  that  since  then,  they  had  incr^sed  in  a 
greater  proportion  than  the  population,  but  on 
an  actual  enumeration,  it  was  Ifound  that  even 
with  an  unavoidable  reduplication  of  numbers 
who  were  enumerated  in  the  districts  they  re- 
sorted to,  as  well  as  those  they  resided  in,  that 
the  actual  number  in  the  metropolis  did  not  ex- 
ceed seven  thousand. 

Adam  Smith  himself,  from  hasty  generaliza* 
tion,  has  fallen  into  much  error.  For  example, 
in  speaking  of  the  effect  of  the  division  of  labour 
upon  the  intellectual  condition  of  the  masses,  ho 
says,  *'  In  the  progress  of  the  division  of  labor 
the  employment  of  the  far  greater  part  of  those 
who  live  by  labour,  that  is,  of  the  great  body  of 
the  people,  comes  to  be  confined  to  a  very  few 
simple  operations — ^frequently  one  or  two.  But 
the  understandings  of  the  greater  part  of  men 
are  necessarily  formed  by  their  ordinary  employ- 
ments. The  man  whose  whole  life  is  spent  in 
performing  a  few  simple  operations,  of  which  the 
effects,  too,  are  always  the  same,  has  no  occasion 
to  exert  his  understanding,  or  to  exercise  his 
invention  in  finding  out  expedients  for  removing 
difSculties  which   never  occur.     He  naturally 
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loses,  therefore,  the  habit  of  such  exertion,  and 
generally  becomes  as  stupid  and  ignorant  as  it 
is  possible  for  a  human  being  to  become.  The 
torpor  of  his  mind  renders  him  not  only  incapa- 
ble of  relishing,  or  bearing  a  part  in,  any  rational 
conversation,  but  of  conceiving  any  generous, 
noble,  or  tender  sentiment,  and  consequently  of 
forming  any  just  judgment  concerning  many  of 
the  ordinary  duties  of  private  life.  Of  the  great 
and  extensive  interests  of  the  country  he  is  alto- 
gether incapable  of  j  udging."  (  Wealth  of  Nations^ 
B.  V.  c.  i.)  Other  economists  have  adopted  these 
gloomy  views  of  the  influence  of  the  subdivision 
of  labour.  It  is  not  to  be  supposed  of  such  a 
man  as  Adam  Smith  that  he  drew  this  picture 
solely  from  imagination,  and  that  he  had  no 
instances,  as  he  might  have  had,  of  the  kind 
described.  Mr.  Chadwick,  whilst  denying  the 
fact  as  to  the  general  results  being  as  predicated, 
asserts  that  the  very  reverse  is  the  actual  ten- 
dency of  the  progress  of  labour.  He  finds  labo- 
rers engaged  in  subdivisions  of  labor  consisting 
of  semi'automatical  operations,  manifesting  a 
higher  degree  of  mental  cultivation  than  others 
whose  occupations  ai*e  in  varied  occupations  re- 
quiring more  of  thought.  He  finds  hand-loom 
weavers  studying  geometry,  shoe-makers  advanc- 
ed in  polemics,  tailors  prominent  in  politics, 
whilst  engaged  in  labour  consisting  of  simple 
movements,  chiefly  repetitions  of  motions,  all  of 
which  are  being  superseded  by  machinery.  The 
machinery  itself  commonly  requires  a  higher 
degree  of  responsible  attention  by  the  person 
directing  it,  but  not  all  his  attention,  as  assumed 
by  Adam  Smith,  who  had  overlooked  the  psycho- 
logical fact,  which  would  have  become  manifest 
to  closer  and  wider  observation,  that  distinct 
mental  operations  oflen  assist  each  other,  that 
two  mental  operations  may  often  go  on  better 
together  than  separately.  Such  laborers,  in 
semi-automatical  processes,  and  superintendcrs, 
and  workers  of  machinery,  often  hire  persons  to 
read  to  them  during  the  work,  and  employers 
commonly  find  the  work  go  on  the  better  for  the 
accompaniment  of  the  second  train  of  ideas  raised 
by  the  reading,  as  the  march  of  soldiers  proceeds 
the  better  by  the  excitement  of  the  imagination 
created  by  music.  Subdivisions  of  such  labor, 
instead  of  confining  the  mind  to  the  process, 
liberate  it,  instead  of  depressing  the  mind,  give 
room  for  its  expansion,  and  open  it  to  the  recep- 
tion of  agreeable  impressions.  With  the  educated 
work  people,  singing  and  poetry  attach. them- 
selves peculiarly  to  the  semi-automatical  proces- 
ses. If  a  man,  who  being  compelled  to  earn  his 
own  livelihood,  would  study,  or  would  indulge  the 
imagination,  he  would  seek  for  the  purpose  a 
peculiai'ly  simple  subdivision  of  labour.  It  is 
the  manufacturer,  the  provider  of  the  capital  and 
machinery,  the  d[irector  of  the  processes,  whose 
mind  is  commonly  confined  and  narrowed  to  them, 
and  who  may  not  study  geometry,  though  the 
educated  hand-loom  weaver  may,  and  does. 
Whilst  the  more  intelligent  opei*atlves  in  some 
of  the  manufacturing  towns  are  found  trooping  in 
the  evening  to  lectures  and  reading-rooms,  the 
employer  commonly,  and  certainly  at  the  com- 
mencement of  his  business,  and  in  bad  times,  and 
under  competition,  who  has  been  obliged  to  shut 
his  ears  to  the  music  and  song  of  his  workpeople 
during  the  day,  and  at  night,  if  he  have  any  force 


left,  he  is  constrained  to  look  over  his  books,  to 
ruminate  over  the  day's  outgoings,  and  probable 
incomings,  the  chances  of  bad  debts,  and  the 
pressing  needs  of  the  pajrments  due  from  him,  as 
well  as  the  chances  of  the  failures  of  crops.  The 
better  paid  workmen  are  often  stouter  and  less 
careworn  in  then*  appearance  than  their  masters. 
Prosperous  workmen,  who  in  their  promptings 
of  a  laudable  ambition,  become  small  masters,  or 
undertake  positions  of  greater  responsibility,  re- 
quiring more  attention  to  a  greater  variety  of 
technical  operations,  are  commonly  after  a  time 
seen  to  have  undergone  a  disadvantageous  per- 
sonal change,  in  which  the  efiects  of  the  care  and 
anxieties  belonging  to  their  new  condition  are 
visibly  manifest  in  their  countenances. 

But  it  is  just  to  state  that  errors  of  impeifect 
investigation,  and  of  hasty  generalisation,  ai*e 
proved  by  the  ofllcial  reports  relating  to  the  con- 
dition of  the  laboring  classes  to  be  more  frequent 
among  members  of  the  legislature,  and  even 
amongst  practical  men,  the  larger  employers  of 
laborers,  than  amongst  philosophical  and  economi- 
cal writers. 

This  fact  was  particulai'ly  displayed  by  the  in- 
vestigations under  the  commission  of  enquiry  into 
the  labor  in  factories,  where  though  manufacturers, 
men  of  education,  were  met  with,  who  had  sound 
views,  yet  it  was  clear  that  if  conclusions  had 
been  adopted  upon  the  votes  of  the  majority  on 
cither  side,  both  would  have  been  wrong.  The 
claim  put  forward  on  behalf  of  the  children  em- 
ployed in  factories  was  a  forcible  limitation  of 
their  labor  to  ten  hours  a  day.  But  on  investi- 
gation it  was  proved  that  ten  hours*  labour  for 
young  children  was  excessive,  and  that  eflicicut 
means  for  insuring  even  that  limitation  were 
wanting.  Mr.  Chadwick,  who  had  charge  of  the 
bill,  contended  for  a  practical  limitation  of  the 
labor  of  children  under  13,  to  six  hours  a  day, 
with  securities  for  three  hours  daily  instruction, 
to  prevent  them  from  being  excluded  from  edu- 
cation, as  also  to  prevent  them  from  being  used 
in  double  sets.  But  this  plan  was  pronounced  to 
be  impracticable,  and  opposed  by  several  of  the 
leading  agitators.  Whilst  these  arrangements  and 
others  destructive  of  nightwork,  and  the  use  of 
double  sets  of  laborers  for  long  hours,  and  any 
regulations  to  limit  the  daily  duration  of  factory 
labor,  were  resisted  by  manufacturers  on  assumed 
economical  grounds,  they  asserted  that  any 
limitation  of  the  hours  of  factory  labor  would  be 
ruinous.  In  the  first  place  they  declared  that  the 
quantity  of  goods  which  could  be  turned  off  in  a 
given  time  was  fixed,  that  the  interest  of  the  out- 
lay of  capital  in  machinery,  buildings,  &c.,  and 
'establishment  charges,  are  fixed,  and  required 
given  amounts  of  labor  to  pay  for,  say  ten  or 
eleven  hours  per  diem,  and  that  to  cut  off  the 
eleventh  or  even  the  twelfth  hour,  was  to  cut  off 
the  profit  which  was  the  inducement  to  provide 
the  capital  and  machinery,  &c.  On  investigation, 
it  turned  out  that  the  manufactories  which  were 
worked  the  longest  horn's,  which  according  to  this 
theory  should  have  been  the  most  prosperous, 
were  the  poorest,  and  that  those  which  were 
worked  with  double  sets,  night  as  well  as  day, 
instead  of  making  great  fortunes,  the  most  fre- 
quently became  bankrupt,  and,  it  may  be  added, 
are  nearly  all  now  extinguished.  The  truth  had 
been  overlooked  that  the  proper  working  of  ma- 
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chinery  requires  attention,  and  that  physiolo^cal 
conditions  prevent  attention  being  sustained  be- 
yond given  periods.  It  was  proved  that  where 
the  working  of  machinery  was  prolonged  beyond 
given  periods,  the  proportion  of  spoiled  work 
increased  and  the  total  quantity  of  work  turned 
off  diminished,  so  that  Instead  of  the  profit  be- 
ginning at  the  last  hour,  or  hours,  which  the  prac- 
tical manufacturers  declared  to  be  necessary,  the 
loss  generally  began  then.  The  principles  of 
legislation  as  proposed  by  Mr.  Chadwick  and  his 
colleagues  having  been  carried  against  this  oppo- 
sition, and  subsequent  legislation  for  the  reduc- 
tion of  the  hours  of  labour  of  other  young  persons 
below  the  adult  stage,  having  effected  a  reduction 
of  the  hours  of  labour  in  factories  from  twelve 
hours  or  more,  to  ten  hours  and  a  half  of  daily 
labor;  and  this  limitation  having  compelled  the 
adoption  of  improved  arrangements,  it  is  now 
admitted  that  the  stock  of  working  hands  having 
become  more  vigorous,  and  capable  of  giving  a 
better  attention  to  larger  amounts  of  machinery 
put  under  their  charge,  the  regulated  cotton 
manufacture  has  attained  a  degree  of  efficiency 
beyond  any  which  it  previously  possessed,  that 
the  change  has  been  accompanied  by  greatly 
extended  investments  of  capital,  and  that  the 
regulated  manufacture  is  now  capable  of  com- 
peting with  unregulated  labour,  and  long  manu- 
&cturing  hours  and  low  priced  labor  in  any  part 
of  the  world.  Manufacturers  subject  to  the  law 
are  now  recommending  its  extension,  especially 
the  extension  of  the  half-time  system  of  work 
and  education  for  children,  to  other  branches  of 
industry. 

The  tendency  of  the  official  investigations  con- 
ducted by  Mr.  Chadwick  has  been  to  abate  de- 
spondency, and  to  give  more  hopeful  views  for  the 
fdture  of  the  working  classes  than  has  been  taken 
by  other  economists.  In  a  paper  r^d  before  the 
Congress  of  Bienfaisance  held  at  Brussels,  he  de- 
veloped self-acting  causes  for  the  advancement  of 
wages  with  the  i^vancement  of  agriculture  and 
the  manufacturing  arts,  causes  to  a  great  extent 
Independent  of  the  numbers  of  workmen  as 
affecting  the  demand  and  supply  of  labour.  Some 
extracts  from  this  paper  will  be  found  in  their 
proper  place. 

On  the  means  of  Insurance  against  the  casualties 
of  sickness^  decrepitude,  and  mortality.  West- 
minster Review,  April  1828,  republished  by 
C.  Knight,  in  1836. 

This  article  was  much  quoted  for  its  answer 
to  Mr.  Morgan,  the  actually  of  a  veiy  successful 
insurance  company,  the  Equitable,  who  contended 
that  the  mortality  tables  chiefly  in  use,  the 
Carlisle,  were  founded  on  laws  which  were  settled, 
and  that  no  change  could  be  made  in  the  table 
with  advantage.  The  ai-ticle  contended  that  the 
occurrence  of  sickness  and  mortality  was  govern- 
ed by  the  surrounding  conditions  in  which  human 
beings  were  placed,  and  that  as  these  changed,  so 
must  the  insurance  provisions  or  laws  in  respect 
to  them  be  altered.  It  also  shewed  that  these 
changing  conditions  in  respect  to  the  laboring 
classes  not  having  been  attended  to,  the  existing 
insurance  provisions  for  them  were  untrustworthy 
and  ruinous.  This  article  has  been  referred  to 
as  laying  the  foundation  of  sanitary  science,  that 
a  great  proportion  of  the  sickness  and  mortality 
prevalent  in  the  community,  is  dependent  not  on 


fixed  laws  or  conditions,  but  on  such  as  are  in 
many  cases  removable,  or  preventible  by  due 
legislative  and  administrative  means. 

On  the  administration  of  public  charities  in 
France,  with  a  view  of  the  means  now  adoj^edfor 
the  relief  of  pauperism  and  mendicity.  Xondon 
Review,  1828. 

This  article  opened  up  the  consideration  of 
some  fundamental  principles  of  Poor  Law  ad- 
ministration, as  that  of  aggregation  of  means,  or 
as  it  is  called  by  opponents,  centralisation.  The 
views  contained  in  it  have  already  been  explained 
above.  The  article  opened  out  the  application  of 
the  economical  principle  of  aggregation  for  the 
purpose  of  segregation,  or  classification,  to  effect 
a  division  of  labor,  to  poor  law  and  other  branches 
of  administration,  as  opposed  to  the  plans  of 
other  economists  and  administrators  of  dealing 
with  small  parishes  separately  and  independently. 
The  study  of  the  subject  evinced  in  this  and 
other  connected  articles  led  to  an  application  to 
Mr.  Chadwick  to  assist  in  the  investigation  of 
the  administration  of  the  poor  laws  in  England. 

This  article  also  opened  out  the  use  of  com- 
petitive examinations,  or  the  concours,  as  a  means 
of  testing  the  fitness  of  junior  candidates  for  ad- 
mission into  the  public  service.  The  principle 
was  afterwards  adopted  and  advocated  by  Mr. 
John  Stuart  Mill,  and  in  part  carried  for  the 
Indian  Civil  Service,  and  was  next  supported  by 
Sir  Charles  Trevelyan,  for  application  to  the 
public  service  in  England. 

A  Prevetitive  Police,    London  Review,  1829. 

This  article  displays  the  inefficiency  of  the 
parochial  night  watch  and  police,  and  objections 
to  the  ordinary  repressive  or  detective  action  of 
such  forces,  and  puts  forward  some  leading  prin- 
ciples for  the  preventive  action  of  a  new  police. 
This  article,  which  preceded  Sir  Robert  Peel's 
bill  for  the  establishment  of  a  metropolitan  police 
in  1829,  produced  a  considerable  impression  at 
the  time.  It  led  to  Mr.  Chad  wick's  being  sent 
for  by  Jeremy  Bentham,  and  to  the  commence- 
ment of  an  intimacy  with  the  philosopher,  and  a 
residence  with  him  till  his  death. 

In  Mr.  Chadwick's  views  the  administrative 
action  of  a  police  should  be  concurrent  with  the 
action  of  a  service  for  the  relief  of  indigence,  for 
the  prevention  of  the  economical  charge,  as  well 
as  for  the  prevention  of  the  crimes  involvod  in 
habitual  mendicancy  and  vagrancy.  In  this  view 
mainly,  and  upon  his  suggestion,  a  commission 
was  appointed  in  1838,  for  examining  the  consti- 
tution and  action  of  the  constabulary  force 
throughout  the  country.  He  was  iH[>pointed  as  a 
Commissioner  for  the  purpose,  and  had  for  his 
colleagues  Mr.  Charles  S.  Lefevre,  now  Lord 
Eversley,  as  representing  the  county  magistrates, 
and  Colond  the  late  Sir  Charles  Rowan,  the 
Commissioner  of  the  new  Metropolitan  Police,  as 
representing  the  practical  experience  of  that 
force.  The  latter  always  expressed  high  admira- 
tion for  the  powers  of  investigation  and  judg- 
ment of  his  colleague,  and  adopted  this  as  a  text 
book  of  principle  for  the  organisation  of  such 
forces. 

On  the  Taxes  on  Knowledge,  Westminster 
Review,  1831. 

At  the  time  of  the  agricultural  riots  and  attacks 
on  machinery  in  1830,  Dr.  Whately  and  other 
economists  were  deskous  of  informing  the  po- 
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palation  on  tho  subject,  but  they  were  debarred  by 
finding  tbat  population  inaccessible  to  communi- 
cation by  print.  Agricultural  laborers  were  not 
in  the  habit  of  reading  even  the  local  newspapers. 
Mr.  Chadwick  directed  his  attention  to  this  state 
of  things,  and  wrote  the  above  article,  which  was 
afterwards  reprinted  and  circulated  with  the  sup- 
port of  I>r.  Arnold,  and  other  public  men.  In 
that  article  Mr.  Chadwick  first  gave  the  designa- 
tion which  has  since  been  attached  to  all  the  fis- 
cal imposts  by  which  the  circulation  of  political 
and  other  knowledge  is  impeded.  He  shewed 
that  whatever  might  be  the  objections  to  the  exist- 
ing means  of  communication  by  newspapers,  or 
by  print,  it  was  a  great  improvement  on  verbal 
communication,  in  which  the  most  noxious  errors 
circulated  without  answer,  and  that  the  method 
by  print  was  in  all  respects  the  most  responsible 
and  the  least  dangerous.  To  tax  the  press  was 
to  tax  a  better  description  of  knowledge,  however 
inferior  to  that  which  might  eventually  be 
communicated.  Mr.  Chadwick*s  views  were  first 
adopted  by  Sir  Edward  Bulwer  Lytton,  and 
brought  forward  by  him  in  Parliament,  where  the 
question  was  first  designated  as  "  Mr.  Chadwick*8 
question."  It  was  afterwards  prosecuted  by 
Mr.  Mllner  Gibson,  and  eventually  carried  as 
regards  advertisements  and  newspapers,  and 
hence  the  cheap  press  which  is  now  making  rapid 
strides  in  England.  In  that  article  the  following 
economical  doctrine  was  stated,  "  it  may  be  prov- 
ed (rom  an  intimate  inquiry  into  the  means  and 
habits  of  the  people,  that  the  capacity  to  purchase 
gratifications  which  do  not  form  part  of  what  are 
considered  the  necessaries  of  life,  extends  in  num- 
ber from  certain  points  in  proportion  to  the  cheap- 
ness in  a  greater  than  a  geometrical  ratio.  Thus 
if  in  any  town,  or  place,  composed  of  the  average 
proportions  of  the  ^fierent  classes  of  society,  there 
are  found  one  hundred  persons  who  can  purchase 
a  work  sold  for  one  shilling,  there  also  will  be 
found  more  than  three  hundred  able  or  disposed 
to  purchase  a  work  sold  at  three  pence,  and  so 
on.'' 

The  elementary  fact  here  indicated  is  one  of 
great  importance  for  the  government  of  prices, 
with  the  view  of  obtaining  the  maximum  of  returns, 
as  in  charges  for  railway  service  by  fares.  Its 
application  to  postage  has  led  to  a  five-fold  use 
of  the  service.  In  the  press  since  the  repeal  of 
the  chief  taxes  the  operation  of  the  principle  has 
been  displayed  in  this,  that  whereas  the  sale  of 
established  weekly  journals  sold  at  7d.  were  un- 
der 4,000,  those  at  4d.  average  10,000,  those  at 
2d.  averaged  20,000,  those  at  a  penny  upwards  of 
100,000.  The  siEde  of  publications  by  which  the 
vendor  obtained  a  profit  of  a  farthing  each  has 
in  particular  instances  become  five-fold  of  those 
in  which  he  obtains  the  profit  of  a  penny.  Fur- 
ther observation  would  be  necessary  to  ascertain 
exact  ratios,  and  to  define  the  operation  of  the 
principle,  requiring  an  examination  of  the  pro- 
portions and  conditions  of  difierent  classes  of  so- 
ciety. Thus,  to  take  a  medium  community,  that 
of  the  City  of  Bristol,  we  find  the  proportions  as 
denoted  by  the  difierent  rentals  of  the  houses  they 
occupy,  those  of  £6  and  under,  forming  27  per 
cent,  of  the  population,  those  ac  £10  and  under, 
26  per  cent ;  those  at  £20  and  under,  20  per  cent ; 
those  at  £30  and  under,  9  per  cent ;  those  at  £40, 


4  per  cent ;  those  at  £50,  2^  per  cent ;  those  at 
£60,  2  percent;  those  at  £70,  1^  per  cent;  those 
at  £80,  1  per  cent ;  after  which  the  proportions 
are  reduced  to  fractions.  The  study  of  the  like 
proportions,  and  such  others  as  the  numbers  of 
fund-holders  of  difierent  amount,  is  Important  as 
correcting  popular  conclusions  from  the  more  con- 
spicuous cases,  as  to  the  amounts  of  contribution 
and  relief  obtainable  by  taxing  large  properties. 

In  this  article  on  the  Taxes  on  Knowledge,  the 
question  was  raised  of  utilising  the  postal  service 
for  the  conveyance  of  books,  as  well  as  letters. 
The  economical  grounds  were  thus  stated : — ^^That 
the  government  having  already  established  the 
complete  agency  for  the  distribution  of  letters, 
this  same  agency  might  be  used  to  distribute  the 
great  mass  of  publications  by  post  at  a  compara- 
tively small  additional  expense.  That  to  com- 
pete with  the  public  establishment,  the  private 
distributors  or  vendors  must  maintain  an  agency 
almost  solely  for  this  one  purpose.  In  all  cases 
of  the  delivery  of  letters  from  the  post  o£Sce,.  the 
labor  of  distributing  a  neat  quantity  of  other 
things  may  be  performed  without  any  material 
additional  expense.  The  postman  who  traverses 
a  street  to  deliver  half  a  dozen  letters  may  in 
passing  through  it,  deliver  twenty  or  thirty  news- 
papers, without  any  material  additional  expendi- 
ture of  time,  and  the  labor  is  all  in  his  day's 
work.  But  the  private  vendor  must  employ  a 
person  for  the  one  purpose  of  delivering  the  news- 
papers, and  he  cannot  therefore  do  it  so  cheaply 
as  the  government."  The  economical  principle 
contended  for  is  that  of  saving  establishment 
charges,'  which,  howsoever  multiplied,  must 
eventually  be  at  the  expense  of  the  public  The 
postal  service  has  been  utilised  for  the  conveyance 
of  books,  and  in  a  report  made  to  the  Society  of 
Arts,  Mr.  Chadwick,  with  other  persons,  contended 
that  it  should  be  applied  to  the  distribution  of 
small  parcels,  as  in  Prussia  and  other  States — 
but  not  as  a  monopoly.  Before  a  Committee  of 
the  House  of  Commons,  the  railway  companies 
represented  that  the  conveyance  of  books  by  post 
was  deti'imental  to  the  railways.  In  answer  to 
this  complaint  it  was  proved  by  Mr.  Rowland 
Kill,  on  the  evidence  of  booksellers,  that  but  for 
the  transmission  of  the  post,  such  works  would 
not  be  sent  at  all,  the  railway  charges  being  pro- 
hibitory, and  consequentiv  the  railway  companies 
instead  of  losing,  gainea  by  the  consequent  in- 
creased traffic  of  the  articles  in  bulk,  the  poet  office 
performing  the  service  of  minor  distijbution 
through  its  10,000  collecting- houses,  with  as  many 
poiterages  for  deliveries,  which,  it  is  contended, 
ought  to  be  utilised  for  the  public  service,  since 
it  is  impossible  they  could  be  rivalled  by  private 
companies,  except  at  augmented  expense  which 
must  be  paid  for.  On  the  same  economic  grounds 
Mr.  Chadwick  contends  that  a  cheap  electric 
telegraph  should  be  united  to  the  postal  establish- 
ment, as  in  Switzerland,  and  other  continental 
states. 

Report  on  the  Administration  of  the  Poor  Laws — 
1833.  The  government  being  desirous  of  ascer- 
taining the  progress  of  the  inquiry  conducted  by 
the  Commission,  at  the  head  of  which  was  the 
late  Bishop  of  London  (Blomfield),  supported  by 
the  Bishop  of  Chester  (Sumner,  now  Archbishop 
of  Canterbury),  who  had  written  articles  on  poor 
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laws  for  the  Encyclopasdia  Britannica ;  Mr. 
Senior,  the  Professor  of  Political  Economy  at 
Oxford ;  Mr.  Sturges  Bonme ;  Mr.  Walter 
Conlson,  now  the  chief  government  legal  drafte- 
man.  The  commission  transmitted  extracts  from 
the  information  they  had  received,  chiefly  reports 
from  the  gentlemen  acting  as  assistant  commis- 
sioners. These  extracts,  including  Mr.  Chad- 
wick's  report,  were  published  and  circulated  pre- 
viously to  the  preparation  of  the  Commissioners* 
final  report,  for  which  these  extracts  served  to 
prepare  the  public  mind.  Lord  John  Russell  in 
the  course  of  a  speech  in  Parliament,  stated  to 
the  House  that  if  they  referred  to  Mr.  Chadwick*8 
report,  they  would  find  there  the  germ  of  that 
amendment,  which  in  his  opinion  had  saved  the 
country  from  great  social  evils,  if  not  absolutely 
from  social  revolution.  Lord  Brougham  re- 
peatedly referred  to  Mr.  Chadwick*s  treatment  of 
the  subject  in  the  highest  terms.  Tn  conse- 
quence of  the  most  searchiug  and  cogent  nature 
of  the  evidence  adduced  by  Mr.  Chadwick,  his 
general  outline  of  remedial  measures  was  ac- 
cepted by  the  public,  and  by  the  Commissioners. 
He  was  at  their  request  placed  on  the  Commission 
to  aid  in  the  preparation  of  their  report.  This 
report  opened  up  by  the  course  of  investigation 
the  economy  of  sanitaiy  measures,  as  a  means  of 
preventing  pauperism  (p.  316).  He  next  drew 
up  for  them,  to  be  submitted  to  the  Cabinet,  a 
concise  exposition  of  the  measures  which  they 
agreed  to  recommend,  and  he  was  charged  with 
the  more  full  exposition  of  remedies  in  their 
general  report.  Mr.  Senior  being  charged  with 
the  statement  of  the  evils  as  developed  by  the 
evidence  collected  under  the  commission.  Mr. 
Senior  gave  a  general  literary  supervision  to  the — 

Report  from  his  Majesty's  Commissioners  for 
inquiry  into  the  administration  and  practical  opera^ 
tion  of  the  Poor  Laws,    February,  1834. 

This  Report  had  the  unprecedented  sale  of  up- 
wards of  9,000  copies. 

On  the  principles  and  progress  of  the  Poor 
Laws*  Amendment  Act.  Reprinted  from  the 
Edinburgh  Review,  with  notes  and  additions. 
London,  1837. 

This  article  in  a  condensed  form  contained  a 
reassertion  of  the  economical  and  administrative 
principles  of  the  measure,  with  an  exposition  of 
the  results  of  such  of  them  as  had  up  to  that  time 
been  brought  into  operation.  The  student  in 
Political  Economy,  or  in  legislation  on  the  topic, 
will  fi^d  in  this  paper  the  most  compact  exposi- 
tion of  principles  which  ai*e  spread  over  several 
volumes  of  the  official  report. 

The  first  Report  of  the  Central  Board  of  Com- 
missioners appointed  to  collect  information  in  the 
manufacturing  districts  on  the  employment  ofchil- 
dren  in  factories,  and  as  to  the  expediency  and 
means  of  curtailing  their  labour,  1 833.  2nd  and 
3rd  Reports,  1834. 

These  reports,  and  the  subsequent  reports  of 
Mr.  Homer,  and  other  inspectors  appointed  under 
the  Factories  Act,  evolve  important  points  of 
political  economy,  as  to  the  treatment  of  the 
stock  of  labor  of  a  country,  and  as  to  whether 
or  not,  it  should,  on  economical  principles  alone, 
be  subjected  for  its  protection  to  legislative  inter- 
ference, and  administrative  control.  The  first 
Report  was  a  joint  one,  in  which  the  evidence 
on  the  eoonomlcal  principles  involved  was  most 


specially  dealt  with  by  the  late  Mr.  Thomas 
Tooke,  the  author  of  the  History  of  Prices ;  the 
legislative  and  administrative  questions,  by  Mr. 
Chadwick  ;  and  the  medical  testimony  as  to  the 
efiect  of  long  hours  of  labor  on  the  health  of 
young  children,  by  Dr.  Sonthwood  Smith.  The 
agitation  had  been  for  a  simple  ten  hours  bill  for 
the  whole  of  the  factory  workers,  adults  as  well 
as  children.  The  report  concluded  that  a  case 
had  only  been  made  out  for  legislative  inter- 
ference for  the  protection  of  those  who  were  not 
free  agents,  who  did  not  make  contracts  for  them- 
selves, namely,  very  young  children.  That  for 
the  protection  of  them,  the  state  was  bonnd  to 
interfere  in  order  to  prevent  the  future  stock  of 
labor  of  the  country  being  deteriorated,  bodily, 
by  overwork,  and  mentally  and  mwally,  by 
exclusion  from  education.  For  very  young  child- 
ren the  ten  hours'  labor  agitated  for  was  pro- 
nounced to  be  too  long.  The  board  agreed  to 
eight  hours  as  a  compromise.  But  Mr.  Chad- 
wick who  was  charged  by  the  government  with 
the  preparation  of  a  bill  provided  practically  for 
a  limitation  to  six  hours*  labor  for  them,  so  as  to 
enable  employers  to  work  them  in  double  sets. 
It  was  made  a  condition  of  the  employment  of 
children  in  the  Victories  under  regulation,  that 
they  should  bring  with  them  a  certificate  from  a 
competent  school  teacher,  that  they  bad  been 
three  hours  a  day  during  the  week  preceding  in 
a  school.  This  was  the  half  school  time  system. 
The  administrative  provisions  for  schools  and 
competent  teachers  were  crippled  in  the  House 
of  Lords,  lest  they  should  lead  to  a  national 
system  of  education.  It  was  contended  by  mana- 
factm*ers  that  the  restriction  proposed  would 
diminish  the  productive  power  of  the  country, 
as  against  foreign  competitors,  but  testimony  has 
been  given  that  from  the  superior  efficiency  of 
the  regulated  labor,  it  is  aa  productive  as  in  those 
countries  where  the  labor  is  entirely  unregulated 
by  administrative  interference.  From  the  ad- 
mitted success  of  the  half-time  system  introduced 
by  the  Board,  it  has  been  recommended  by  manu- 
facturers for  introduction  into  agricultural  dis- 
tricts for  educational,  as  well  as  for  industrial 
and  economical  results.  The  extension  of  the 
principles  of  legislation  to  other  branches  of 
manufacture,  and  to  mining  operations,  is  con- 
stantly agitated  for.  The  same  principles  of 
legislation  are  in  course  of  extension  in  France, 
Belgium,  and  Prussia. 

The  first  Report  of  the  Commissioners  cqmointed 
to  inquire  as  to  the  best  means  of  establishing  an 
efficient  Constabulary  Force  in  the  Counties  of 
England  and  Wales.     1 839. 

One  main  efiect  of  this  Report  was  to  disphay 
the  services  needed  for  a  ti*ained  force  for  other 
purposes,  in  addition  to  the  purely  penal  pur- 
poses of  the  pursuit  of  criminals,  or  for  the  pre- 
vention of  the  loss  of  life  and  destruction  of  pro- 
perty from  fire  and  other  calamities,  in  reporting 
on  the  state  of  the  roads,  and  maintaining  the 
free  transit  of  goods.  The  economical  elements 
developed  were  in  giving  new  securities  to 
production  and  accumulation,  and  of  giving 
them  in  reduction  of  existing  charges.  But  this 
could  only  be  accomplished  by  an  extended  or^ 
nization  of  a  general  trained  force,  whose  action 
should  centre  in  the  towns.  The  government 
could  only  attempt  a  permissive   force  for  the 
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coonties,  exclusive  of  the  towns  where  the  Far- 
liamentarj  interests  were  too  strong. 

In  an  inquiry,  before  a  Parliamentary  Com- 
mittee  of  1853,  into  the  fragmentary  execution 
of  the  measure  in  various  counties,  it  was  proved 
on  the  evidence  of  farmers  that  it  gave  an  in- 
creased value  to  land,  and  that  when  fairly  canied 
out,  even  without  any  combination  of  the  towns, 
the  expense  of  the  new  county  police  did  not 
exceed  that  of  the  old  parochial  constables,  and 
that  the  additional  new  force  might  be  conferred, 
gratis,  by  an  improved  administration.  Only  a 
further  extension  of  the  permissive  principle  was, 
however,  attempted  by  the  government,  and  that 
by  a  payment  of  a  proportion  of  the  expense 
from  the  consolidated  fund.  The  first  report 
developed  the  principles  of  the  organization  of  a 
preventive  police  sei*vice.  Materials  were  col- 
lected for  the  preparation  of  another  report  on 
the  principles  of  prevention,  and  on  the  preven- 
tive action  of  a  police  service  when  organized. 

The  general  report  an  the  Sanitary  Condition 
of  the  labouring  population  of  Great  Britain. 
1842. 

Nearly  10,000  copies  of  this  report  were  sold 
or  authoritatively  circulated.  In  the  dedication 
to  Mr.  Chadwick,  of  a  treatise  on  the  decrease 
of  deaths  by  the  progress  of  civilization,  by  Dr. 
Muroc,  of  Gottingen,  and  Dr.  Willis,  the  librarian 
of  the  College  of  Surgeons,  they  treat  this  re- 
port as  beyond  all  question  one  of  the  most  valu- 
able contributions  that  has  lately  been  made  to 
the  noblest  department  of  medical  science,  the 
art  of  preserving  the  health  of  the  community, 
and  will  have  an  influence  upon  the  human  family 
as  long  as  it  exists. 

The  leading  conclusions  contained  in  this  re- 
port, which  have  a  bearing  on  economical  science, 
are  thus  stated. 

That  high  prosperity  in  respect  to  employ- 
ment and  wages,  and  various  and  abundant  food, 
have  afforded  to  the  laboring  classes  no  exemp- 
tions from  attacks  of  epidemic  disease,  which 
have  been  as  frequent  and  as  fatal  in  periods  of 
commercial  and  manu&cturing  prosperity  as  in 
any  others. 

That  the  formation  of  all  habits  of  cleanliness 
is  obstructed  by  defective  supplies  of  water. 

That  the  annual  loss  of  life  from  filth,  and  bad 
ventilation,  are  greater  than  the  loss  from  death 
or  wounds  in  any  war  in  which  the  country  has 
been  engaged  in  modern  times. 

That  of  the  43,000  cases  of  widowhood,  and 
1 12,000  cases  of  destitute  orphanage,  relieved  from 
the  poor-rates  in  England  and  Wales  fdone,  it 
appears  that  the  greatest  proportion  of  deaths  of 
the  heads  of  families  occurred  from  the  above 
specified  and  other  removeable  causes,  that  their 
ages  were  under  45  years,  that  is  to  say,  13  years 
below  the  natural  probabilities  of  life,  as  shewn 
by  the  experience  of  the  whole  population  of 
Sweden. 

The  experience  of  the  effect  of  sanitary  mea- 
sures proves  the  possibility  of  the  reduction  of 
sickness  in  the  worst  districts  to  at  least  one- 
third  of  the  existing  amount  Amidst  classes 
somewhat  better  situated,  it  was  possible  to  re- 
duce the  sickness  to  less  than  one-third,  it  was 
an  under-estimate  to  take  the  probable  reduction 
at  one-half.  Taking  it,  however,  at  one-half,  by 
the  new  payment  of  l^d.,  or  say  2d.  weekly,  for 


drainage,  the  occupants  of  the  tenements  will 
save  7|d.  of  the  weekly  contribution  for  an  allow- 
ance of  Is.  per  week  each  during  sickness.  But 
the  allowance  insured  to  be  paid  during  sickness 
only  replaces  the  earnings ;  the  sickness,  besides 
his  own  misery,  entails  the  expense  of  medical 
attendance,  which,  at  the  usual  rate  of  insu- 
rance in  medical  clubs,  would  be  5s.  or  68.  per 
annum  for  such  a  family.  This  would  also  be 
reduced  one-half,  making  the  total  family  saving 
at  the  least  9d.  weekly.  But  the  single  payment 
for  structural  alterations  is  to  be  regsu^ed  as 
general,  and  as  a  means  of  affecting  the  whole  of 
the  objects  for  the  whole  of  the  popnlatimi.  For 
this  2a.  each  tenement,  or  Id.  each  family,  then, 
they  will  not  only  save  double  the  weekly 
amount,  but  they  wUl  save  in  the  wear  and  tear 
of  shoes  and  clothes  from  having  a  well  drained 
and  well  cleansed,  instead  of  a  wet  and  miry  dis- 
trict to  traverse,  they  will  also  save  the  sickness 
itself,  and  each  individual  will  gain  a  propor- 
tional extension  of  a  more  healthy  life.  In  a 
district,  where  the  wages  are  not  one-half  the 
amount  above  stated,  the  expenditure  for  efficient 
means  of  prevention  would  still  leave  a  surplus 
of  gaui  to  the  laborer. 

These  are  the  chief  gains  on  the  side  of  the 
laborer,  but  in  general,  every  laborer,  over  and 
above  what  he  consumes  himself,  produces  enough 
to  repay  the  interest  on  capital,  and  cost  of  super- 
intendence, or  the  profits  of  the  employer.  The 
loss  of  this  extra  production  Is  the  loss  of  the 
community  during  the  whole  time  the  services 
of  the  laborer  are  abridged  by  sickness  or  death. 
To  this  loss  is  to  be  added,  where  the  laborer  has 
made  no  reserve,  the  loss  of  the  cost  of  his  un- 
productive maintenance  as  a  pauper,  and  of  medi- 
cal attendance  during  sickness. 

The  existing  insurance  charge  then. repre- 
sents the  existing  charge  on  the  labouring  classes 
frt>m  the  loss  of  wages  consequent  on  sickness,  to 
which  charge  might  be  added  the  existing  addi- 
tional charge  denoted  by  the  insurance  on  account 
of  the  abridged  duration  of  life  and  more  frequent 
deaths." 

This  report,  at  the  Birmingham  meeting  of 
the  National  Association  for  the  Advancement  of 
Social  Science,  Lord  Stanley,  as  President  of  the 
Health  section,  stated,  had  been,  ever  since  its 
application,  the  chi^  text-book  of  sanitary 
science. 

A  supplementary  report  on  the  results  of  a 
special  inquiry  into  the  practice  of  interments  in 
towns^  made  at  the  request  of  Her  Majesty^s  prin" 
cipal  Secretary  of  State  for  the  Home  D^Htrt^ 
ment.    1843. 

This  report  prepaid  the  materials  for  the 
legislation  for  the  discontinuance  of  the  practice 
of  intramurfd  interment,  now  in  progress  in  Eng- 
land and  Wales.  It  displayed  the  practice  of 
secret  murder  for  burial  money,  and  represented 
the  need  of  the  appointment  of  independent 
officers  of  health,  to  verify  the  cause  as  well  as 
the  fact  of  death,  for  the  protection  of  survivors. 
It  represented  the  need  of  reducing  funeral  ex- 
penses for  the  poor,  and  further,  oLsplayed  the 
terrible  condition  in  which  they  frequently  were 

J)laced  by  the  occurrence  of  death,  and  the  pro- 
onged  retention  of  coi'pses  in  the  only  living  and 
sleeping-room  of  the  survivors,  and  urged  the 
adoption  of  the  plan  of  reception  chapels  for 
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keeping  the  remains  of  the  dead  nntil  provision 
conld  be  obtained  for  their  proper  interment. 
He  renewed  the  subject  of  the  state  of  the  pro- 
visions amongst  the  labouring  classes,  for  insu- 
rances against  the  casualties  of  sickness.  Under 
the  general  Board  of  Health,  of  which  Mr.  Chad- 
wick  was  the  chief  paid  commissioner,  with  the 
assistance  of  Dr.  Southwood  Smith,  as  medical 
commissioner,  the  investigation  was  renewed, 
and  a  report  made  with  a  view  to  the  special 
application  of  the  principles  of  amendment  in  the 
metropolis.  But  these  were  frustrated  bv  local 
opposition.  The  course  of  duty,  according  to 
]Mr.  Chadwick,  was  to  submit  complete  reme- 
dies, whether  they  were  in  advance  of  the  legis- 
lative administrative  capacity  of  the  time  or  not, 
and  to  leave  to  others  the  responsibility  of  cutting 
them  down,  or  adapting  them  by  compromises. 
This  individual  bent  is  exhibited  in  the  follow- 
ing concluding  passage  of  the  report  on  inter- 
ments of  1843. 

^*  I  would  in  conclusion  beg  leave  to  repeat  and 
represent  urgently,  that  Her  Majesty's  Govern- 
ment should  only  set  hands  to  this  great  work 
when  invested  with  full  powers  to  effect  it  com- 
pletely, for  at  present  there  appears  to  be  no 
alternative  between  doing  it  well  or  ill,  between 
simply  shifting  the  evil  from  the  centre  of  the 
populous  districts  to  the  suburbs,  and  deteriorating 
them,  fixing  the  sites  of  interments  at  convenient 
distances,  forming  numerous  separate  and  weak, 
and  yet  enormously  expensive  establishments, 
aggravating  the  expense,  and  physical  and  moral 
evils  of  the  delay  of  interment,  diminishing  the 
solemnities  of  sepulture,  scattering  away  the 
elements  of  moral  and  religious  improvement, 
and  increasing  f  "le  duration  and  sum  of  the 
existing  evils,  'i  here  appears  to  be  no  distinct 
or  practicable  alternative  between  these  results, 
and  affecting  such  a  change  as,  if  zealously  carried 
out,  will  sooth  and  elevate  the  feelings  of  the 
great  bulk  of  the  population,  abate  the  appre- 
hensions of  the  dying,  influence  the  voluntary 
adoption  of  beneficial  charges  in  the  practice  of 
obsequies,  occasion  an  earlier  removal  of  the  dead 
i&'om  amidst  the  living  to  await  interment,  and 
insure  the  impressiveness  of  the  funeral  service, 
give  additional  securities  against  attempts  on  life, 
and  trustworthy  evidence  of  the  fact  of  death, 
with  the  means  of  advancing  the  protection  of 
the  living  against  the  attacks  of  disease,  and  at  a 
reduced  expense  provide,  in  well  arranged  na- 
tional cemeteries,  places  for  public  monuments, 
becoming  the  position  of  the  empire  amongst 
civilized  nations.'* 

On  the  demoralization  and  injuries  occasioned 
by  the  want  of  proper  ^gutations  of  laborers^ 
whilst  engaged  in  the  construction  and  working  of 
railways.    London,  1845. 

Among  the  preventible  causes  of  pauperism 
which  came  within  Mr.  Ghadwick's  observations, 
was  the  excessive  number  of  accidents  occurring 
to  laborers  in  the  course  of  the  construction  and 
working  of  railways,  and  he  determined  to  call 
the  special  attention  of  the  public^  and  of  Par- 
liament to  them,  which  he  did  by  a  paper,  read  at 
the  statistical  society  of  Manchester,  published  as 
above,  in  a  pamphlet. 

He  shewed  that  from  the  reckless  manner  in 
which  some  of  these  works  near  Manchester  were 
conducted,  the  casualties  of  wounds  and  per- 


manent disablement,  and  deaths  to  laborers,  were 
as  great  as  those  occurring  to  equal  numbers  of 
soldiers  in  battle,  and  that  by  the  hulk  system, 
they  are  defrauded  of  part  of  their  wages,  and 
by  the  mode  in  which  the  workmen  were  brought 
together,  they  were  led  into  habits  of  intoxica- 
tion, so  that  the  extraordinary  expenditure  in 
wages  did  mischief  rather  than  otherwise  to  those 
who  ought  to  benefit  by  it  He  procured  the 
appointment  of  a  committee  of  the  House  of 
Commons  to  investigate  the  subject.  In  respect 
to  the  injuries,  disablement,  widowhood,  and 
orphanage  occasioned  in  the  course  of  the  works, 
he  mentioned,  as  a  general  principle  applicable  to 
all  large  works,  mining  works,  collieries,  or  other 
similar  undertakings,  that  the  whole  of  the 
pecuniary  consequences  ought  to  be  charged  on 
the  employers,  and  not  be  thrown  upon  the  rates, 
or  upon  society  at  large ;  even  assuming  that  they 
were  pm*e  accidents.  If.  they  were  assumed  as 
entirely  unavoidable,  then  they  should  be  charged 
upon  the  consumers  of  the  commodity,  in  the 
production  of  which  they  occurred.  The  em- 
ployers would  then  charge  it,  in  the  case  of 
collieries  and  mines,  upon  the  cost  of  production, 
to  which  it  would  form  only  a  small  addition, 
whilst  it  would  constitute  a  bounty  on  careful 
arrangements  in  the  selection  of  educated  and 
more  safe  workmen,  to  whom  for  the  gain  to  be 
obtained  from  the  greater  safety  derivable  from 
greater  intelligence,  it  would  be  worth  to  pay 
better  wages  on  accoimt  of  that  education,  and 
that  such  employers  on  a  large  scale,  ought  not 
to  be  allowed  to  charge  upon  society  the  conse- 
quences of  employing,  for  the  sake  of  low  wages,^ 
ignorance  in  conducting  dangerous  works,  which 
could  only  be  safely  conducted  by  intelligence. 
The  attention  directed  to  the  subject  led  to  partial 
legislation  by  Lord  Campbell*s  Act,  which  as  a 
compromise  with  various  interests  in  the  House 
of  Commons,  limited  the  compensation  of  sur- 
vivors to  cases  where  blame  could  be  proved. 
This  limitation  it  has  recently  been  contended  is 
prejudicial  to  the  employers,  as  involving  them 
in  litigation,  for  in  the  larger  proportion  of  acci- 
dents blame  is  imputable,  and  as  preventing  the 
imposition  of  the  costs  as  a  regular  insurance 
chai'ge  upon  the  commodity  which  they  might 
otherwise  do. 

We  may  observe  that  the  principle  con- 
tended for  by  Mr.  Chadwick,  that  employers 
should  be  answerable  to  workmen  for  accidents 
occurring  to  them  in  their  business,  is  to  a  con- 
siderable extent,  if  not  entirely,  the  law  of 
Scotland,  where  it  is  held  that  if  one  workman 
injures  another  in  a  manufactory,  the  injured 
workman  has  a  claim  against  the  employer  for 
the  carelessness  of  his  fellow  workman.  A  case 
of  this  nature  was  decided  recently  by  the  Court 
of  Session,  in  accordance  with  what  was  always 
understood  to  be  the  common  law  of  Scotland,  it 
has  however  been  taken  up  by  appeal  to  the 
House  of  Lords.  We  agree  with  Mr.  Chadwick 
that  it  is  a  very  beneficial  principle,  and  we  hope 
the  decision  of  the  Court  of  Session  may  not 
be  reversed. 

Report  on  Quarantine.     1 849. 

Succeeding  Reports  made  under  the  Metropo- 
litan Sanitary  Commission  were  partly  adminis- 
trative and  partly  medical,  the  medical  course 
of  investigation  and  exposition  being  assisted  by 
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Dr.  Soathwood  Smith,  Professor  Owen,  and  Mr. 
Hodgson  of  the  College  of  Surgeons.  These 
reports  chiefly  relating  to  typhus,  cholera,  and 
other  forms  of  epidemic  disease,  extended  the 
demonstrations  of  their  preyentibility  and  their 
independence  of  poverty,  as  invariable  antecedents, 
as  assumed  by  most  of  the  followers  of  Malthus. 

Other  reports  followed,  setting  forth  the  resnlts 
of  further  investigations,  under  the  general  Board 
of  Public  Health,  when  Dr.  South  wood  Smith 
acted  as  medical  commissioner.  The  most  im- 
portant of  these  was  that  on  qaarantine,  setting 
forth  the  errors  prevalent  on  the  subject,  and  the 
futility  of  quarantines,  as  a  means  of  preventing 
the  spread  of  epidemics,  and  displaying  the  evil 
effects  of  these  errors,  morally,  on  the  public 
mind,  and  economically,  in  checking  intercom- 
munication. This  report  was  translated  into 
French  and  Italian,  and  circulated  widely  on  the 
continent.  Tlie  medical  and  administrative  doc- 
trines which  it  put  forth  were  recognised  as  sound 
by  the  medical  authorities  of  France,  and  were 
in  substance  adopted  by  a  sanitary  congress  held 
at  Paris,  at  the  instance  of  the  French  govern- 
ment. 

Report  on  Yellow  Fever,     1854. 

This  report  gave  further  illustration  of  the 
doctrines  put  forth  in  the  report  on  quarantines, 
and  displays  the  detection  of  false  facts  promul- 
gated in  support  of  the  instructions  for  their 
enforcement.  Several  assistants  were  sent  out 
from  the  Board  of  Health  to  deal  with  the 
epidemic  cholera  in  the  West  India  Islands.  The 
report  of  one  of  these  assistants,  Dr.  Milroy,  con- 
tained very  important  facts,  displaying  the  bar- 
barous state  of  the  population  and  of  administra- 
tion, and  the  great  waste  of  productive  power 
and  pecuniary  loss  from  an  excessive  mortality, 
all  of  which  admitted  of  economical  prevention 
by  sanitary  measures. 

A  series  of  reports  followed,  setting  forth  the 
results  of  investigations  under  the  General  Board 
of  Health,  involving  economical,  as  well  as  en- 
gineering and  sanitary  results.  The  economical 
results  displayed  being  the  gain  of  populous  dis- 
tricts from  steam  power  and  well-directed  en- 
gineering appliances,  in  the  collection  of  water 
from  long  distances,  and  its  distribution  to  the 
tops  of  the  highest  tenements,  at  a  far  lower 
rate  of  expense  than  by  the  hand  labour  of  in- 
mates, or  of  water-carriers,  even  If  water  was  to 
be  had  from  wells,  or  ponds  at  the  doors,  gratis 
— also  the  practicability  of  the  removal  of  all 
foul  water  and  decomposing  refrise  from  towns 
by  self-cleansing  channels,  at  a  cheaper  rate  than 
any  cleansing  of  cesspools,  or  any  removal  of 
foul  matter  by  hand  labor.  It  was  shewn  that 
the  expense  of  sanitary  engineering  appliances, 
when  in  complete  action,  would  be  considerably 
less  than  the  insurance  charges  against  the  ex- 
pense of  the  excessive  disease  and  premature 
mortality  arising  from  the  atmospheric  impuri- 
ties which  these  appliances,  when  directed  by 
competent  sanitary  science,  prevent.  Demon- 
strations were  given  that  the  distribution  of  the 
refuse  of  towns  was  to  be  effected  with  the  like 
economy  by  engineering  appliances,  as  compared 
with  hand  lab>r.  Tbe  system  of  works  laid 
down  was  that  of  a  venous  and  arterial  system 
of  constant  supply,  of  circulation,  and  removal 
from  towns.    One  collateral  result  of  these  appli- 


ances was  the  removal  of  inferior  classes  of 
laborers,  engendered  by  the  inferior  conditions 
of  labor  in  towns,  created  by  foul  and  degrading 
processes. 

Report  of  the  General  Board  of  Health  on 
the  Supply  of  Water  to  the  Metropolis,     1850. 

Minutes  of  information  on  (he  drainage  of  the 
land  forming  the  sites  of  toums ;  on  road  drainage^ 
ire,     1852. 

Minutes  of  information  on  the.  drainage  of 
dwelling-houses^  and  the  sewerage  and  cleansing 
of  towns,     \%r}i. 

Minutes  of  information  on  the  application  of 
sewer  water  and  other  toton  manures  to  agricul* 
tural  production,     1 852. 

In  these  reports  are  to  be  found  deductions 
from  wide  past  experience  for  the  guidance  of 
new  colonies,  in  the  selection  and  treatment  of 
new  sites  and  habitations,  to  avoid  the  waste  of 
life  and  the  loss  of  power  by  which  the  progress 
of  so  many  have  been  impeded. 

Report  on  the  administration  of  the  Public 
Health  Act,  from  1848  to  1854. 

This  report  sets  forth  that  by  more  systema- 
tised  works,  two  houses  and  two  towns  might  be 
supplied  with  water  constantly  and  well,  at  an 
expense  heretofore  incurred  for  supplying  one 
intermittently  and  ill ;  and  three  houses  and  three 
towns  drained  well  at  an  expense  hitherto  in- 
curred for  doing  one  ill,  and  that  better  con- 
sidered local  privileges  were  conferred  at  one 
twentieth  the  expense  theretofore  incurred  by 
the  old  procedure  for  obtaining  local  Acts  of 
Parliament.  In  the  latter  Report,  there  was 
contained  a  vindication  of  the  economy  of  admi- 
nistrative principles  of  local  and  central  action, 
enunciated  by  Mr.  Chadwick  in  the  following 
terms  respecting  the  proper  position  and  prin- 
ciple of  action  of  a  central  board.  ^*  First,  as  a' 
responsible  agency  for  the  removal  of  those  evils, 
in  the  repression  of  which  the  public  at  large 
have  an  interest.  Next,  as  an  authority  for 
appeal  in  disputes  between  conflicting  local  in- 
terests. Thirdly,  as  a  security  for  the  due  dis- 
tribution of  local  charges,  for  the  protection  of 
minorities  and  absentees  against  wasteful  works 
or  improper  charges ;  and  fourthly,  as  a  means 
of  communicating  to  each  locality,  for  its  guid- 
ance, the  principles  deduced  from  the  experience 
of  all  other  places  from  which  information  may 
be  obtainable.*^  All  the  legislative  arrangements 
proposed  had  a  wide  economical  basis  in  the  pre- 
vention of  one  form  or  other  of  waste. 

On  the  application  of  Sanitary  Science  to  the 
protection  of  the  Indian  Army, 

This  paper  was  read  at  the  Liverpool  meeting 
of  the  i^ociation  for  the  Advancement  of  SociiS 
Science,  1858,  and  published  in  their  transactions. 
In  it  Mr.  Chadwick  adduces  evidence  to  shew 
that  the  doctrine  that  the  Anglo-Saxon  race,  or 
that  Europeans  cannot  live,  or  labor,  or  last,  or 
that  their  children  cannot  live  in  India,  or  in 
colonies  in  the  tropics,  is  wholly  erroneous.  That 
the  excessive  mortality  is  due  in  part  to  local 
causes  of  disease,  jungles,  marshes,  stagnant  and 
impure  air,  which  are  removable  by  engineering 
art  directed  by  sanitary  science,  and  in  part  to 
grossly  bad  habits  of  life,  and  ignorant  treatment 
of  children.  He  shews  that  under  moderately 
good  conditions  the  death  rate  in  India  is  lower 
than  in  some  of  the  English  cities.    One  result 


414 


ClIADWICK. 


CHADWICK. 


of  this  exposition  and  of  personal  representa* 
tions,  was  the  appointment  of  a  special  commission 
to  investigate  the  means  of  applying  the  means 
of  prevention  on  which  the  permanence  of 
European,  or  the  more  civilized  dominion  is 
dependent. 

On  the  RearganisoHan  of  the  Civil  Sermce. 
1855. 

After  the  disasters  in  the  Crimea,  when  ad- 
ministrative reform  was  loudly  demanded  by 
the  public,  the  then  Chancellor  of  the  Exchequer, 
Mr.  Gladstone,  asked  the  most  experienced  of 
the  civil  servants  for  their  views  as  to  the  most 
eligible  measures  of  reform.  This  paper  of  Mr. 
Chadwick*s  displayed  the  radical  defect  of  the 
service  in  ill-arranged  business  conducted  by 
men  appointed  and  promoted  by  political  patron- 
age, and  advocated  the  superior  economy  of  the 
service  of  a  few  highly  qualified,  as  against  many 
inferior  and  ill-paid  public  servants.  He  repudi- 
ated as  utterly  untinistworthy  ''pass  examina-> 
tions"  for  first  appointments,  and  renewed  the 
advocacy  of  open  public  competitive,  as  the  only 
safe  test  of  capabilities,  combined  with  prolonged 
probations.  The  principle  of  open  competitive 
examinations  was  advocated  in  two  lectures,  the 
one  at  the  meeting  of  the  British  Association  at 
Dublin,  the  other  at  Leeds,  both  of  which  were 
published  in  the  transactions  of  the  Statistical 
Society.  One  economical  ground  taken  as  respects 
these  examinations  was,  that  they  saved  to  the 
public  what  Mr.  Babbage  has  designated  as  the 
labor  of  verification,  and  when  conducted  in  a 
trustworthy  manner  performed  the  service  of 
''hall  marks**  in  plate,  or  coinage  in  metals. 
The  principle  of  open  competition  was  affirmed 
by  Parliament,  in  several  divisions  against  the 
^vemment. 

At  the  instance  of  Mr.  John  Mill,  the  prin- 
ciple of  the  open  competition  was  introduced  into 
the  Civil  Service  of  India,  and  at  the  instance  of 
Sir  Charles  Trevelyan,  and  Sir  Stafford  North- 
eote,  and  Mr.  Gladstone,  into  the  English  Civil 
Service,  at  the  instance  of  Mr.  Monsell  into  the 
scientific  department  of  the  army,  and  is  now 
under  partial  trial. 

De  Vavenir  de  V agriculture^  et  des  iravaiUeurs 
agricoles ;  minunre  preeenU  au  congris  interna' 
tumal  de  bienfaisance  de  Bruxelles,  Public  dans 
Le  Moniieur  Belee. 

Another  part  of  the  same  topic  was  treated  in 
a  paper  published  in  the  transactions  of  the 
Society  of  Arts,  mentioned  below,  on  the  future 
of  the  laborers  in  the  mechanical  arts.  The 
object  of  both  papers  was  to  prove  that  improved 
and  refined  processes,  or  improved  machinery, 
could  only  be  conducted  by  workmen  endowed 
with  increased  intelligence.  That  this  intelli- 
gence could  only  be  evoked  by  an  interest  in  the 
result,  that  is  to  say  an  augmented  share  of  the 

S reduce,  or  increased  wages,  and  that  these  con- 
itions,  or  the  main  one,  the  interest  in  the  result, 
is  almost  entirely  independent  of  the  ordinary 
economical  elements  of  the  demand  and  supply 
of  labor.  In  illustration  of  this  doctrine,  instances 
were  given  when  on  the  occasion  of  a  falling 
market  it  became  necessary  to  reduce  the  cost  of 
a  manufacture  and  to  make  arrangements  to  en- 
able one  workman  to  manage  machinery  thereto- 
fore managed  by  two ;  who  had  each  18s.  a  week 
wages.    But  though  in  the  depressed  labor  mar- 


ket men  were  obtainable  at  a  lower  rate  than  18s. 
a  week  wages,it  was  deemed  necessary,  on  account 
of  the  increased  responsibility  of  the  superinten- 
dance  of  an  increased  amount  of  machinery,  to 
give  24s.  a  week  as  wages.  The  term  self-acting 
machinery  was  shown  not  to  be  of  general  ap- 
plication, and  that  the  amount  of  production  from 
machinery  was  governed  more  lai^y  than  is 
supposed  by  the  interest  and  skill  in  working  it. 
All  the  large  advances  in  the  use  of  machinery 
had,  as  a  general  rule,  been  accompanied  by  an 
average  increase  of  wages,  as  well  as  by  a  reduc- 
tion in  the  price  of  production.  The  future  of 
agriculture,  that  is  to  say,  its  greatest  profit,  was 
shown  to  be,  instead  of  a  thin  production,  by 
rude  and  simple  processes  on  wide  areas,  a  high 
production  on  narrow  areas,  by  whicli  rents, 
expenses  of  roads,  hedses  and  transport,  are  re- 
duced, but  for  this  high  cultivation  machinery, 
and  more  skilful  labor,  is  needed,  which  increased 
skill  can  only  be  obtained  by  an  Increased  inter- 
est in  the  work,  that  is  to  say,  by  increased  wages, 
or  a  proportionate  share  of  an  augmented  produce. 
These  economical  elements  he  propounds  as 
grounds  of  hope  for  a  bright  future  for  the  masses. 
Mr.  Chadwick*s  paper  inserted  in  the  Journal 
of  ike  Society  of  Arts,  November  14,  1856,  gives 
many  interesting  details  of  the  effect  of  machi- 
nery on  wages,  quite  overthrowing  the  fallacy 
that  machinery  lowers  wages,  whereas  its  idmost 
invariable  tendency  is  to  raise  them.  It  also 
amply  confirms  what  we  have  said  (Elements  of 
Political  Economy ;  p.  106.  Cost  of  Pboduction) 
of  the  fallacy  of  Ricardo*s  law  that  cost  of  pro- 
duction regulates  value ;  for  even  in  the  cases  to 
which  that  law  is  apparently  applicable,  it  is 
often  just  the  reverse,  it  is  Value  that  governs 
cost  of  production.  Mr.  Chad  wick  says  p.  805. 
"The  periods  of  manufacturing  distress  have 
heretofore  been  the  chief  periods  of  improvement 
to  the  laboring  classes  themselves.  It  was  an 
aphorism  of  the  father  of  the  cotton  manufacture 
in  England,  Mr.  John  Kennedy,  of  Ardwick  Hall, 
recently  deceased,  whose  first  spinning  was  by 
hand — then  by  a  machine  worked  by  a  donkey 
— then  by  a  horse — then  by  a  Newcomen*s  en- 
gine— and  lastly  by  a  Watt  of  500  horse  power, 
and  who  had  taken  part  in  all  the  vicissitudes  of 
the  cotton  manufacture  from  its  commencement, 
that  latterly  no  extensive  improvement  was  made 
in  the  manufacture  except  ii\  periods  of  thread- 
bare  profits.  At  these  periods,  when  demand  is 
slackened,  when  prices  fall,  the  manufacturer  is 
driven  to  consider  and  execute  whatever  im- 
provements he  or  others  can  devise,  by  which 
the  expense  of  production  may  be  reduced,  and 
his  profits  be  maintained  at  the  reduced  price  of 
the  market."  Which  shows  very  clearly  that  the 
manufacturer  is  obliged  to  ^commodate  cost  of  pro- 
duction to  marhet  price.  The  very  same  thing  is 
notoriously  true  regarding  agriculture.  It  is 
true  that  during  the  high  prices  caused  by  the  war 
and  a  deprecii^d  paper  currency,  vast  quantities 
of  poor  land  were  taken  into  cultivation,  but  it 
is  also  true  that  in  recent  years  the  apprehended 
fall  in  the  price  of  corn  from  the  repeal  of  the 
corn  laws,  was  the  great  parent  of  the  marvel- 
lous progress  in  agricultund  science  of  late  years. 
In  each  case  value  was  quite  independent  of  cost 
of  production ;  in  the  former  case  the  increased 
value  permitted  increased  cost  of  production,  in 
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the  latter,  the  duninished  value  compelled  a  di- 
minished cost  of  production. 

Mr.  Chadwick  also  clearly  explains  the  appa- 
rent paradox  of  manufacturers  extending  their 
works  in  times  of  depression,  when  unrc^ecting 
persons  are  apt  to  accuse  them  of  reckless  specula- 
tion. "  But,*'  says  he,  "  on  inquiry,  1  have  idways 
found  that  the  capitalists  knew  best  what  they 
were  about,  and  that  the  investment,  instead  of 
being  more  dangerous,  was  in  reality  more  safe 
than  ever. 

"  The  economical  sequence  has  appeared  to  me 
to  be  aa  follows : — 

**Long  depressed  markets  have  necessitated 
the  consideration  and  adoption,  by  the  manufac- 
turer, of  improvements  in  processes  and  machinery, 
by  which  the  cost  of  production  is  lowered  to 
meet  the  fallen  demand. 

**  These  improvements  have  necessitated  for 
their  execution  improved  labor,  at  imi)roved 
wages. 

'*  The  reduced  price  rendered  possible  by  the 
reduced  cost  of  production,  has  brought  the  com- 
modities within  the  reach  of  greater  numbers,  and 
has  stimulated  and  extendi  the  habitual  con- 
sumption. 

"The  restored  and  extended  demand  has,  in 
the  case  of  articles  of  what  may  be  deemed  pri- 
mary necessity  for  civilised  life,  been  from  a 
higher  to  a  lower  class  of  consumers,  who  are  the 
least  affected  by  the  fluctuation  of  fashion,  or 
disposed  to  sudden  changes  of  habit ;  and  hence 
the  consumption  is  placed  upon  a  wider  and  firmer 
basis,  rendering  employment  at  the  improved 
wages  less  liable  to  extreme  fluctuations. 

^*The  improvements  in  processes  and  ma- 
chinery, which  have  occasioned  a  demand  for 
improved  labor,  are  attended  with  the  additional 
security  to  the  operative,  that  they  compel  the 
manufacturer  to  resort  rather  to  short  time,  and 
struggle  to  the  last  betbre  he  stops  his  works,  for 
if  he  once  disperses  his  whole  establishment,  he 
may  not  a^n  get  such  another  together,  and  on 
such  occasions,  he  often  finds  himself  in  this  po- 
sition,— ^that  whilst  he  manufactures  without  a 
profit,  or  even  at  a  loss,  he  will  incur  more  loss 
by  the  deterioration  which  his  machinery  under- 
goes when  stopped,  than  by  keeping  the  works 
going." — (Cost  or  Production.) 

The  economical  rettdts  of  different  prineiplei  of 
legislation  and  administration  in  Europey  especially 
those  involving  the  principle  of  competition  for  the 
field,  as  compared  with  the  principle  of  competition 
within  the  jleld  of  service.  Read  before  tne  Sta- 
tistical Society  of  London,  Jan.,  IS59, 

This  paper  displays,  as  a  master  evil,  defective 
economic  science,  as  a  source  of  extensively  dis- 
astrous legislation  in  railways,  public  works,  and 
public  service  of  intercommunication,  and  the 
production  and  distribution  of  bread  and  beer, 
arising  from  the  public  ignorance,  that  there  are 
different  conditions  of  competition,  sound  and 
unsound.  That  whilst  there  are  conditions  of 
competition  which  ensure  to  the  public,  the  most 
responsible,  and  the  cheapest  and  best  service, 
and  which  are  requisite  for  improvements  of  the 
greatest  magnitude,  there  are  conditions  which 
create  inevitable  waste  and  insecurity  of  property, 
which  raise  prices,  and  check  improvement,  which 
engender  fraud  and  violence,  and  subject  the 
public  to  irresponsible  monopolies  of  the  worst 


sort.  He  then  states  the  condition  under  which 
the  principle  was  presented  to  him.  "  From  1 838 
to  1841,  whilst  examining  the  sanitary  conditions 
of  town  populations,  I  found  urban  districts  in 
England,  where  there  are  two  or  three  sets  of 
water-pipes,  carried  through  streets  which  might 
be  as  well,  or  better,  supplied  under  one  estab- 
lishment, and  competitions  ending  in  strict  mono- 
polies, bad  and  deficient  supplies  to  the  public, 
with  low  dividends  to  the  shai'eholders,  and  an 
almost  impracticability  of  improvement  in  their 
separate  condition  without  augmenting  the  already 
excessive  charges  of  the  ratepayers,  or  further 
reducing  the  low  returns  to  the  capitalists.  These 
competitions  are  what  I  then  designiUied  as  com- 
petitions *  within  the  field  of  service,'  as  opposed 
to  that  form  of  competition  I  proposed  as  an  ad- 
ministrative principle,  'competition^or  the  field,* 
that  is  to  say,  that  the  whole  field  of  service 
should  be  put  up  on  behalf  of  the  public  for 
competition  on  the  only  condition  on  which 
efficiency,  as  well  as  the  utmost  cheapness,  was 
practicable,  namely,  the  possession  by  one  capital, 
or  by  one  establishment,  of  the  entire  field  which 
woold  be  most  efficiently  and  economically  ad- 
ministered by  one,  with  full  securities  towards 
the  public  for  the  fiill  performance  of  the  requisite 
service  during  a  given  period.  The  principle  was, 
upon  due  consideration,  extensively  adopted,  and 
advocated  by  permanent  public  officers,  commis- 
sioners, and  disinterested  public  investigators,  for 
the  regulation  of  enterprises  in  railways,  then  at 
their  commencement.  But  the  views  chiefly  ad- 
vocated by  speculators  and  persons  who  profit  by 
multiplied  conflicts,  who  gain  whosoevei*  else  loses, 
were  adopted  by  parliament.  The  principle  was, 
however,  upon  independent  considerations,  adopted 
by  continental  administrators  and  legislators,  and 
the  results  stand  out  in  wide  and  undeniable  con- 
trast of  legislative  and  administrative  ability  and 
integrity.  In  France,  for  example,  is  a  much 
more  responsible  and  regular  service  for  the 
public  at  lower  fares,  with  higher  priced  materials, 
with  dearer  fuel,  poorer,  thinner,  and  less  active 
populations,  and  lower  elements  of  traffic,  and 
yet  with  an  average  return  of  from  seven  to  nine 
per  cent,  to  the  original  shareholders  of  the  lines 
worked  by  companies.  In  England  we  have  a 
clashing,  immensely  more  dangerous,  unsatisfac- 
tory, and  generally  less  responsible  service  to  the 
public,  fares,  as  contrasted  with  those  of  the  con- 
tinent generally,  one-third  higher;  with  fuel, 
iron,  and  machinery  cheaper,  and  yet  with  an 
average  return  of  only  3.06  per  cent  to  the 
original  shareholders — with  extensive  ruin  to 
them,  with  gigantic  fortunes  to  the  promoters  of 
conflicts.  In  France  the  original  shareholders 
have,  moreover,  the  elements  of  security  and 
further  improvement  to  their  property,  whilst  the 
French  public  have  in  reversion  at  the  termina- 
tion of  their  concessions,  the  prospect  of  further 
reduction  of  fares,  and  increased  facilities  for  in- 
tercommunication, as  a  new  source  of  revenue 
derivable  from  past  economy  in  the  reduction  of 
the  general  taxation  of  the  country.  In  England 
the  greater  mass  of  original  shareholders  have 
before  them  the  elements  of  further  depreciation 
and  loss,  and  even  ruin,  by  the  bounty  afforded 
by  the  practicability  of  cheaper  constructions, 
and  competitive  extensions.** 
The  paper  goes  over  several  wide  fields  of  ad- 
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miaistration,  and  gives  evidence  to  show  that 
regulation  is  necessary  to  the  perfect  freedom  of 
competition,  and  of  trade,  by  preventing  the 
competitors  from  being  overweighted  by  unneces- 
sary establishment  charges,  and  subjected  to 
needless  risks  and  losses,  which  are  equally  waste, 
whether  paid  for  by  the  private  individual,  or  the 
public.  The  views  which  the  paper  propounds 
have  been  recognized  by  the  chief  Economists  as 
corrections  of  the  earlier  doctrines  of  competition 
and  free  trade.  Mr.  Chadwick  has  introduced  the 
term  **  economical  analysis**  as  a  process  practi- 
cable for  political  economy,  corresponding  to  that 
of  chemi(»ai  analysis.  "  To  give'*  he  says,  **  a 
conception  of  the  extent  of  the  financial  bearing 
of  the  economical  question  as  to  the  cost  of  pro- 
duction and  distribution  on  a  large  or  a  small 
scale,  I  may  state  that  some  years  ago  I  had 
occasion  to  make  what  I  term  an  economic 
analysis  of  a  4  lb.  loaf  of  bread,  that  is  to  say, 
how  much  the  cost  of  production,  of  transport,  of 
distribution,  there  was  in  the  price,  when  I  found 
that  at  the  prices  and  rents  of  the  time,  averaging 
in  England  25s.  per  acre,  the  rent  in  the  four 
pound  loaf  was  about  three  farthings,  whilst  the 
cost  of  distribution  was  more  than  three  half-pence. 
On  the  like  economical  analysis  of  the  cost  of  a 
pound  of  meat  to  the  consumer,  the  charge  to  him 
appeared  to  bear  the  like  proportion,  i.e,,  double 
the  rent  in  the  price  of  the  commodity  to  the  con- 
sumer. It  appeared  generally  that  the  cost  of  dis- 
tributing the  produce  of  the  soil  was  double  the 
rental  of  the  soil.  It  appeared  by  the  extension 
of  the  field  of  service  and  the  saving  of  the 
charges  of  unnecessary  establishments  and  labor, 
the  service  of  distribution  might  be  greatly  im- 
proved, and  the  expense  reduced  to  less  than  one 
half,  or,  in  other  words,  the  result  was  indicated  of 
a  possible  aggregate  saving  to  the  community 
equal  to  the  whole  of  the  general  taxation  of  the 
country." 

^^e  have  given  this  long  account  of  Mr.  Chad- 
wick*s  works  partly  on  account  of  their  great 
practical  importance  to  the  conn  try,  and  partly 
because  they  chiefly  lie  entombed  in  blue  books, 
and  other  places  where  they  are  in  danger  of  pass- 
ing into  oblivion,  and  therefore  it  is  the  more  in- 
cumbent on  a  person  who  assumes  the  office  of 
recording  the  progress  of  Economic  Science,  to 
bestow  particular  care  that  the  labors  and  merits 
of  one  to  whom  so  much  is  due,  should  meet 
with  just  appreciation. 

The  resnlt  of  Mr.  Chadwick*s  labors  is  a  preg- 
nant example  of  what  we  have  always  strenuously 
maintained,  that  the  Inductive  is  the  only  true 
method  of  investigation  in  Political  Economy. 
What  clouds  of  wide  spread  and  dangerous  error 
have  the  investigations  with  which  he  has  been 
connected  brought  to  light  and  dispelled  I  What 
a  mass  of  surprising  and  unlooked-for  principles, 
affecting  the  most  important  interests  of  Society, 
have  been  discovered  by  following  the  Baconian 
method  of  Observation  and  Experience!  And 
we  repeat  again  and  again  that  the  whole  field  of 
Political  Economy  must  be  resnrveyed  in  the 
same  spirit.  When  this  is  done  with  competent 
knowledge,  it  will  be  found  that  a  great  deal 
of  Political  Economy  is  infected  with  a  like 
amount  of  error  as  that  part  investigated  by  Mr. 
Chadwick.  When  properly  explained,  it  will  be 
fonnd  that  a  very  large  portion  of  doctrines  cur- 


rent in  works  on  Political  Economy,  Is  nothing 
but  transparent  fallacy  and  delusion.  And  there 
is  the  greater  necessity  for  its  being  done  at  the 
present  day  when  Political  Economy  is  made  the 
subject  of  examination  in  the  public  services.  A 
careful  survey  of  the  whole  science  on  the  method 
pursued  by  l^lr.  Chadwick,  would  produce  as  great 
a  transformation  in  it  as  took  place  in  Mechanics 
by  the  researches  of  Galileo. 

CHADWICK,  WILLIAM  ASTHUB. 

The  NatUmal  Debt  no  debt  at  all,  but  what  it 
really  is  explainedt  and  the  **  Moral*  of  Money  ** 
considered.    London,  1855. 

CHAILLON  DES  BABBES,  Baron.  Bom 
in  1784.  Prefect  of  Creuse  under  the  first  French 
Empire. 

JEssai  star  la  legislation  des  grains  jusquCd  ce 
jour.    Paris,  1821. 

CHAIZ,  B. 

PrSoecupaiions  statistignes^  geographiques^  pit^ 
toresqneSf  et  synoptiques,  du  dSpartement  des  Hautes 
Alpes,    Grenoble,  1845. 

CHAIX,  N. 

Annuaire  officiel  des  chemins  defer,  Paris,  1 847. 

CHALETTE,  J. 

PrScis  de  statistique  gSnSrale  du  dSpariement  de 
la  Marne,    Chalons,  1844-5. 

CHALMEBS,  GEOBGE,  a  writer  of  consider- 
able eminence  in  his  day,  was  bom  at  Fochabers, 
in  Morayshire,  in  the  year  1742.  He  studied  at 
Eing*s  College,  Aberdeen,  and  Edinburgh.  In 
1763  he  went  on  business  to  America,  and  settled 
as  a  lawyer  at  Baltimore,  in  Maryland.  At  the 
revolution  he  warmly  espoused  the  side  of  the 
mother  country,  and,  in  consequence,  was  obliged 
to  leave  the  country  and  come  to  England. 
Having  suffered  severe  losses  by  adopting  this 
course,  for  which  he  received  no  compensation,  he 
devoted  himself  to  literature,  and  produced  many 
works  in  history,  antiquities,  and  politics,  which, 
however,  we  must  pass  by. 

In  1786  his  writings  had  attracted  notice,  and 
he  was  appointed  chief  clerk  to  the  committee  of 
privy  council  in  matters  relating  to  trade  and 
foreign  plantations,  an  office  which  he  held  till 
his  death  on  May  31st,  1825. 

His  works  relating  to  Economic  Science  are : — 

An  estimate  of  the  comparative  strength  of  Great 
Britain  during  the  present  and  four  preceding 
reigns.    London,  1786;  last  edition,  1804. 

A  chronological  account  of  Commerce  and  Coin* 
age  in  Oreai  Britain,  from  the  Restoration  HU 
1810.    London,  1810. 

An  historical  review  of  the  domestic  economy  of 
Or  eat  Britain  and  Ireland,  from  the  earliest  to  the 
present  time.    Edinburgh,  1812. 

Considerations  on  commerce,  bullion  and  coin, 
circulation  and  exchanges,    London,  1811. 

This  work  is  worth  reading  as  containing  the 
most  complete  mass  of  blunders  and  absurdities 
on  the  subject  it  treats  of,  which  were  yet  believed 
in  by  the  majority  of  the  merchants  of  the  day. 

Comparative  views  of  the  state  of  Oreat  Britain 
and  Ireland,  before  and  since  the  war,  London, 
1817. 
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OHALHEKS,  PETES. 

Historical  and  Statistical  account  of  JDunfemi' 
line.    Edinbnrgh,  1844. 

CHALMERS,  THOMAS.  DJ>.  This  emi- 
nent divine,  one  of  the  very  few  Scotch  clergymen 
who  have  obtained  a  European  reputation,  was 
bom  at  Anstruther,  in  Fifeshire,  on  the  17th 
March,  1780.  Three  adjacent  villages  in  this 
county  are  illustrious  as  having  given  birth  to 
three  of  the  most  eminent  Scotchmen  of  modem 
times,  Adam  Smith,  Sir  John  Leslie,  and  Dr. 
Chalmers. 

The  father  of  Dr.  Chalmers  was  a  member  of  a 
respectable  county  family.  He  followed  the  busi- 
ness of  a  shipowner  and  general  merchant,  but  he 
had  several  relations  in  the  Scotch  Church,  which 
probably  determined  the  bias  of  the  subject  of 
this  memoir  in  that  direction,  in  which  he  attained 
so  great  a  celebrity.  It  is  somewhat  remarkable 
that  Dr.  Chalmers,  long  after  he  had  attained  the 
sxmimit  of  fame  as  a  preacher,  and  had  published 
discourses  which  rivalled  the  Waverley  Novels 
in  popularity,  declared  that  it  was  the  highest 
object  of  his  earthly  ambition  to  complete  his 
treatise  on  Political  Economy.  He  always  con- 
sidered his  economical  writings  as  the  greatest  of 
his  intellectual  efforts,  and  he  ranked  the  truths 
of  Economic  Science  as  next  in  importance  to 
those  of  Religion  and  Ethics. 

Dr.  Chalmers  was  the  sixth  child,  and  fourth 
son,  of  a  £unily  of  fourteen.  The  number  of  the 
family  made  it  desirable  to  relieve  the  mother  as 
much  as  possible  from  the  care  of  them,  and  he 
was  sent  to  school  at  three  years  of  age,  where  he 
was  very  badly  used.  He  shewed  an  early  bent  to 
the  career  he  afterwards  followed.  One  day  he 
was  found  standing  on  a  chair,  vigorously  preach- 
ing to  a  single  auditor,  one  of  his  schoolfellows. 

In  his  12th  year  he  was  sent  to  the  University 
of  St.  Andrews,  where  he  was  the  youngest  boy 
but  one,  and  that  one  was  John,  Lord  Campbell, 
Lord  High  Chancellor  of  England. 

During  two  sessions  he  does  not  seem  to  have 
shewn  any  particular  signs  of  genius.  But  at 
the  close  of  the  third  he  suddenly  conceived  a 
strong  passion  for  mathematics,  and  at  this  time 
may  be  dated  the  commencement  of  his  career  of 
intense  intellectual  activity. 

Influenced  no  doubt  partly  by  the  number  of 
his  paternal  relations  in  the  Scotch  Church,  he 
now  determined  to  adopt  that  profession,  and  he 
passed  the  preliminary  step,  and  obtained  a 
licence  to  preach  in  1799.  But  instead  of  enter- 
ing on  his  profession  at  once,  he  went  to  Edin-. 
burgh,  and  attended  the  lectures  of  Dugald 
Stewart,  Robinson,  Playfair  and  Hope.  He  also 
gave  much  attention  to  Ethics  and  Politics,  and 
was  taken  with  a  juvenile  ardor  for  (xodwin*s 
Political  Justice. 

While  waiting  for  a  parish  of  his  own,  he  went 
to  assist  a  minister  near  Hawick.  The  differ- 
ence of  the  administration  of  the  poor  law  in 
that  manufacturing  district,  and  the  effect  of  a 
legal  assessment  for  the  relief  of  the  poor  upon 
their  habits  and  character,  contrasted  with  its 
administration  in  the  country  parish  he  afterwards 
obtained,  struck  him  very  forcibly,  and  originated 
that  persevering  opposition  to  i^l  legal  assessment 
for  the  relief  of  the  poor,  which  he  so  ardently 
muntained  throughout  his  life. 
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In  1802,  he  retumed  to  the  neighbourhood  of 
St.  Andrews,  where  his  great  ambition  was  to. 
obtain  the  oflSce  of  assistant  to  the  mathematical 
professor  in  the  University.  This  gentleman 
had  long  been  a  confirmed  invalid,  and  had 
availed  himself  of  the  services  of  a  series  of 
assistants,  some  of  whom  became  distinguished 
men.  In  the  autumn  of  1802,  he  obtained  the 
appointment  he  so  much  coveted. 

In  May  1803,  he  was  presented  to  the  living 
of  Kilmany,  about  nine  miles  from  St.  Andrews, 
partly  through  the  influence  of  his  father's  rela- 
tions.   He  remained  there  till  1815. 

A  lecturer  on  mathematics  would  appear  to  be 
about  the  last  person  to  have  a  field  for  the  dis- 
play of  eloquence.  Nevertheless  Chalmers's  pe- 
culiar genius  soon  showed  itself.  He  introduced 
such  a  degree  of  fervid  eloquence  into  his  lectures 
as  to  excite  the  utmost  enthusiasm  among  his 
pupils.  The  extraordinary  phenomenon  of  an 
eloquent  mathematical  lecturer  horrified  and 
alarmed  the  College  Dons.  The  professor  gave 
certificates  to  the  pupils  without  consulting  him. 
He  took  umbrage  at  this,  and  remonstrated  with 
some  warmtii,  and  the  Professor  seized  the  oppor- 
tunity to  dismiss  him  on  the  ground  of  incompe- 
tence. 

He  was  deeply  mortified  at  being  not  only  de- 
prived of  the  office  which  was  the  object  of  his 
ambition,  but  at  having  an  unmerited  stigma  cast 
on  his  capacity.  He  adopted  the  extraordinary 
resolution  to  open  an  opposition  to  the  University 
in  the  town.  A  rebellion  against  the  University 
under  its  own  nose !  The  quiet  folks  of  the  town 
were  dismayed,  the  professors  were  furious,  and 
combined  against  him,  and  threatened  the  students 
with  their  severest  displeasure  if  they  should 
venture  to  attend  his  lectures.  The  students 
were  divided,  and  a  considerable  number  went 
to  hear  him,  in  defiance  of  the  College  authorities. 

His  mathematical  lectures  were  decidedly  suc- 
cessful, and  he  completely  turned  the  tide  of  favor 
in  the  town  by  giving  a  course  of  lectures  on 
Chemistry,  illustrated  with  experiments.  These 
were  immensely  popular,  and  he  repeated  them 
on  several  occasions  with  equal  success.  Besides 
these  he  preached  at  Kilmanv  every  Sunday. 

In  1804,  he  was  a  candidate  for  the  chair  of 
natural  philosophy  at  St.  Andrews,  and  in  1805, 
for  the  mathematical  chair  at  Edinburgh.  The 
contest  gave  rise  to  much  acrimony,  and  was  long 
remembered  in  the  University.  The  vacancy 
was  created  by  the  transfer  of  Playfair  to  the 
chair  of  natural  philosophy.  He  favored  the 
appointment  of  Leslie,  and  published  a  pamphlet 
in  which  he  maintained  that  the  vigorous  prose- 
cution of  mathematics  was  incompatible  with 
clerical  duties.  Chalmers  published  an  anony- 
mous reply,  in  which  he  said  that  two  days  in 
the  week  were  sufficient  for  the  due  x>^rformance 
of  all  clerical  duties,  and  that  the  minister  might 
have  the  remainder  to  devote  to  any  pursuit  that 
interested  him.  This  pamphlet  he  afterwards 
disavowed  with  much  penitence  and  humiliation. 

In  1807,  he  published  his  first  economical  work. 
An  Inquiry  into  the  extent  and  stability  of  national 
resources ;  in  consequence  of  Napoleon's  measures 
to  cripple  English  commerce.  The  work  met 
with  considerable  success,  and  he  was  preparing 
a  new  edition  of  it,  when  he  was  seized  with  a 
dangerous  illness  which  brought  him  to  the  verge 
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of  the  grave,  and  which  deprived  him  of  all  power 
of  work  for  a  year. 

This  illness  prodnced  a  complete  change  in 
Chalmers's  moral  and  spiritual  natm*e,  and  his 
energy  taking  a  new  direction,  eventually  brought 
;about  that  great  event  which  gives  an  historical 
interest  to  his  name. 

The  question  of  patronage  has  always  been  a 
festering  sore  in  the  Scotch  Church.  There  had 
been  so  many  contradictory  Acts  of  Parliament, 
so  many  changes  as  one  party  or  the  other  got 
the  upper  han^  and  so  many  breaches  of  faith  by 
the  government,  that  the  whole  subject  of 
patronage  was  involved  in  the  utmost  perplexity, 
and  several  schisms  had  been  the  consequence. 
During  the  latter  part,  however,  of  the  last 
century,  the  Scotch  Church  had  acquiesced  in  lay 
patronage  in  consideration  of  State  support. 
The  party  who  did  this  were  called  the 
"  moderates. "  A  small  minority,  however,  always 
contended  for  spiritual  independence,  while  main- 
taining the  necessity  of  state  endowments.  This 
party  was  called  the  ^*  evangelicals. " 

Chalmers,  up  to  the  time  of  his  illness,  had 
belonged  to  the  moderate  party.  In  consequence 
of  his  reflections  during  that  time  of  trial,  he 
joined  the  evangelical  party  after  his  recovery. 
His  convictions  were  strengthened  by  the  pre- 
paration of  the  article  ChrUHanUy  for  Dr. 
Brewster's  Encydopsedia.  The  fruits  of  this 
change  were  soon  visible  in  the  altered  tone  of 
his  preaching,  which  exhibited  a  depth  and  ear- 
nestness which  he  never  displayed  before,  and 
the  fame  of  the  minister  of  Kilmany,  soon  spread 
through  the  country,  and  drew  crowds  from  far 
and  near  to  hear  him.  He  now  devoted  himself  to 
paix>chial  duties  with  ail  the  innate  fervor  of  his 
character,  and  formed  those  views  of  parochial 
organisation  which  he  afterwards  carried  out  and 
advocated  with  such  zeal  and  perseverance. 

His  fame  had  now  spread  through  the  country, 
and  in  1815,  the  town  council  of  Glasgow 
appointed  him  to  the  Tron  Parish.  His  success 
was  instantaneous  and  immense.  Glasgow,  and 
soon  all  Scotland,  rang  with  his  fame,  which  was 
not  long  reaching  the  metropolis.  In  1816,  he 
gave  a  series  of  week-day  sermons  on  the  connec- 
tion between  Astronomy  and  Religion.  They 
were  given  in  the  busiest  time  of  the  day. 
Glasgow  merchants  and  men  of  business  deserted 
the  Exchange  and  their  counting  houses,  lawyers 
gave  their  clerks  leave  of  absence  to  hear  him. 
There  was  almost  a  suspension  of  business. 
When  they  were  published  they  ran  through  nine 
editions  of  20,000  copies  in  one  year.  One  of 
the  Waverley  Novels  was  published  a  month 
before  them,  and  it  was  a  neck-and-neck  race 
between  them. 

Glasgow  had  now  commenced  taking  those 
prodigious  strides  which  have  continued  unabated 
to  the  present  day.  But  her  ecclesiastical  pro- 
vision had  not  kept  pace  with  her  population. 
Chalmers,  whose  whole  soul  was  now  absorbed  in 
revivifying  the  ancient  parochial  organization  of 
Scotland,  proclaimed  the  necessity  of  erecting 
twenty  new  churches  in  Glasgow.  In  conse- 
quence of  his  urgent  solicitation,  the  Town 
Council  at  last  agreed  to  form  one  new  parish, 
and  they  appointed  him  to  it,  in  order  to  give 
him  an  opportunity  of  carrying  his  schemes  into 
effect. 


The  parish  erected  for  Dr.  Chalmers  was 
named  St.  John's,  and  contained  a  population  of 
upwards  of  10,000,  consisting  chiefly  of  operatives 
and  the  poorest  classes  of  the  population  of  Glas- 
gow. The  church  was  finished  in  1819,  and  in 
that  year  he  was  appointed  minister.  After  long 
negotiations  and  much  opposition,  he  succeeded 
in  severing  the  parish  from  the  general  system 
of  poor-law  management  of  Glasgow.  It  was 
in  future  neither  to  be  assessed,  nor  to  receive 
any  assistance  from  the  other  assessed  parishes  in 
the  city. 

Dr.  Chalmers,  as  we  have  said  above,  had,  bo- 
fore  obtaining  the  living  of  Kilmany,  acted  as 
assistant  to  the  minister  of  a  parish  near  Hawick. 
In  the  latter  parish  there  was  a  legal  assessment 
for  the  poor.  On  his  settlement  at  Kilmany, 
which  was  an  ordinary  country  unassessed  parish, 
the  extraordinary  difference  in  the  sums  applied 
to  the  relief  of  the  poor,  in  proportion  to  their 
numbers,  struck  him  forcibly.  But  the  difference 
between  the  character  and  spirit  of  the  paupers 
in  the  two  parishes  made  him  reflect  more  deeply 
still.  While  those  of  Hawick  showed  nothing 
bat  discontent,  and  tried  every  subterfuge  to  get 
the  parish  money,  which  they  looked  upon  as  their 
right,  those  of  Kilmany  were  grateful  for  the 
assistance  they  received,  and  were  satisfied  with 
much  less.  He  also  remarked  the  are&t  deterio- 
ration in  character  of  those  poor  of  Kilmany  who 
had  been  to  Dundee.  From  this  time -forward, 
a  rooted  abhorrence  of  all  legal  relief  took  posses- 
sion of  his  mind,  and  to  oppose  this  system  he 
devoted  much  of  his  writing. 

He  had  urged  this  so  earnestly  on  the  autho- 
rities of  Glasgow,  that  they  determined  to  let 
him  try  an  experiment  in  St.  John's.  The  sum 
which  had  been  expended  hitherto  in  that  district 
was  £1,400,  of  which  the  morning  and  afternoon 
collections  prodnced  £400,  and  the  evening  one 
£80.  Dr.  Chalmers  undertook  to  keep  down  the 
pauperism  of  this  district  and  give  all  due  relief, 
with  no  other  fund  but  that  arising  from  the  col- 
lections. 

His  plan  was  received  with  ridicule  and  in- 
credulity. No  one  could  believe  that  the  thing 
could  be  done.  In  fact,  as  the  projector  said,  it 
was  infinitely  easier  to  do  the  thing  than  to 

Sersuade  any  one  that  it  could  be  done.  He 
ivided  the  parish  into  twenty-five  districts, 
and  in  each  appointed  a  deacon  who  had  the 
charge  of  fifty  or  sixty  families.  It  was  the 
deacon's  business  to  make  himself  acquainted 
with  the  circumstances  and  resources  of  each 
family,  and  all  applications  for  relief  were  to  be 
made  to  them  alone. 

The  public  had  thought  that  it  was  a  desperate 
attempt  to  keep  down  the  pauperism  on  the  col- 
lections solely.  Dr.  Chalmers  thought  that  they 
were  a  gi*eat  deal  more  than  enough.  He  would 
only  trust  the  evening  collection  of  £80  to  the 
deacons,  for  fear  that  they  might  be  extravagant. 
Every  application  was  receiv^  and  treated  with 
the  greatest  courtesy  and  attention,  but  was  investi- 
gated with  the  greatest  rigour.  By  these  means  cir- 
cumstances were  suggested,  and  resources  pointed 
out,  which  in  most  cases  obviated  the  necessity  of 
receiving  public  aid. 

The  success  of  the  experiment  was  marvellous, 
and  exceeded  the  most  sanguine  expectations.  At 
the  end  of  three  years  and  nine  months,  the  fund 
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had  been  found  not  only  amply  snfficient  for  its 
porpose^  bnt  there  was  a  surplus  of  £900,  of  which 
£500  was  allotted  to  the  endowment  of  schools. 
The  sum  spent  on  the  relief  of  the  poor  was  re- 
duced from  £1,400  to  £280.  Dr.  Chalmers  said 
in  a  subsequent  writing,  that  after  the  first  month 
he  never  inquired  into  a  single  case,  and  that  the 
average  duties  of  the  deacons  did  not  exceed  three 
hours  a  month. 

The  history  of  this  experiment  deserves  to  be 
read.  It  met,  however,  with  no  imitators,  and 
was  abandoned  in  1837,  to  the  infinite  chagrin  of 
its  originator. 

The  immense  popularity  of  Dr.  Chalmers 
made  serious  inroads  on  his  time,  and  his  extraor- 
dinary activity  began  to  tell  on  his  constitution. 
After  having  repeated  offers  made  to  him  to 
accept  other  appointments,  he  was  glad  to  take 
refoge  in  the  comparative  repose  of  the  Chair  of 
Mond  Philosophy  in  his  own  University  of  St. 
Andrews.  With  this  chair  Political  Economy 
was  united,  and  he  gave  a  course  of  lectures  on 
this  subject  in  1825. 

In  1827,  he  received  the  offer  of  the  chair  of 
Moral  Philosophy  in  the  University  of  London, 
which,  however,  he  declined. 

In  1828,  he  was  appointed  to  the  Chur  of  Di- 
vinity in  the  University  of  Edinburgh,  which  he 
continued  to  hold  till  1843. 

In  1831,  he  was  requested  to  write  one  of  the 
Bridgewater  Treatises;  the  subject  allotted  to 
him  was,  ^*  On  the  adaptation  of  external  nature 
to  the  moral  and  intellectual  constitution  of  man.'* 
In  1834,  he  was  elected  a  Fellow  of  the  Royal 
Society  of  Edinburgh,  and  a  Member  of  the  In- 
stitute of  France,  and  in  1835  he  went  to  Oxford 
to  be  invested  with  the  complimentary  degree  of 
D.C.L. 

In  1832,  hepublished  his  treatise  oa  Political 
Economy.  He  also  gave  a  course  of  lectures  in 
defence  of  religious  establishments,  and  in  1840 
he  read  a  paper  at  the  meeting  of  the  British 
Association  at  Glasgow  against  a  pamphlet  Dr. 
Alison  had  publishea  advocating  a  general  poor- 
rate. 

These  things,  though  they  are  what  chiefly  con- 
cern us  here,  are  but  minor  events  to  the  one  in 
which  Dr.  Chalmers  next  played  the  leading  part. 
But  we  rejoice  that  we  are  prevented  by  our  plan 
from  adventuring  on  the  stormy  waters  of  Scotch 

g^lemics.  We  need  only  tell  our  readers  that 
r.  Chalmers  was  the  hero  and  moving  power  of 
the  disruption  of  the  Scotch  Church  in  1843. 

Whatever  judgment  may  be  formed  of  that 
movement,  it  is  perfectly  certain  that  it  brought 
on  the  very  thing  which  Dr.  Chalmers  had  been 
combating  so  energetically  for  25  years,  namely, 
a  legal  assessment  for  the  poor.  Throughout 
large  districts  of  country,  the  people,  led  by  their 
ministers,  abandoned  the  establishment  in  a  body. 
There  were  consequently  no  collections  at  the 
church  doors  to  relieve  the  poor.  The  conse- 
quence necessarily  was  a  Poor  Law,  which  was 
enacted  in  1845. 

At  the  disruption  Dr.  Chalmers  of  course  re- 
signed his  Professorship  of  Divinity  at  Edinburgh. 
The  Free  Church  founded  a  College  of  their  own, 
of  which  he  was  appointed  Principd  and  Professor 
of  Divinity.  In  this  capacity  he  passed  the  last 
four  years  of  his  life,  in  which  all  his  energies  were 
tasked  to  organise  the  infant  establishment     In 


May,  1847,  he  went  to  London  to  give  evidence 
before  a  Committee  of  the  House  of  Commons,  as 
to  the  refusal  of  sites  to  the  Free  Church  by  some 
proprietors  in  Scotland.  After  visiting  different 
parts  of  England  he  returned  to  Edinburgh,  to  be 
present  at  the  meeting  of  the  Greneral  Assembly 
of  the  Fi*ee  Church,  but  on  the  81st  of  May  he 
was  found  to  have  died  during  the  night. 

YHiatever  may  be  thought  of  the  event  of  Dr. 
Chalmerses  life  which  will  give  him  his  greatest 
historical  celebrity,  and  on  that  subject  opinions 
will  of  course  differ,  there  can  be  no  doubt  that  he 
was  one  of  the  most  remarkable  men  that  Scotland 
has  produced.  All  contemporary  writers  testify  to 
the  extraordinary  personal  influence  he  acquired. 
Nor  was  his  fame  merely  provincial.  The  sensation 
he  made  in  London  was  equally  great  to  that  which 
he  made  in  Glasgow.  When  he  preached  in  London 
in  1817,  the  church  was  crowded  for  hours  before 
the  service  began,  ministers  and  statesmen  of  all 
parties  crowded  to  hear  him,  and  in  their  pub- 
lished correspondence  there  is  abundant  evidence 
of  the  extraordinary  impression  he  made  on  the 
ablest  men  in  the  countiy. 

Inquiry  into  the  extent  and  stability  of  national 
resources.    Edinburgh,  1807. 

Dr.  Chalmers  published  a  collection  of  his 
works,  1836-42,  in  25  vols.,  in  which  the  greater 
part  of  his  economical  writings  are  included. 
We  refer  to  this  edition. 

Vol.  VI.  Commercial  discourses,^  delivered  in 
1820. 

Vol.  XIV,  XV,  XVI.  On  the  Christian  and 
Economic  polity  of  a  nation^  more  especially  with 
reference  to  its  large  towns. 

These  three  volumes  were  originally  published 
at  Intervals.  They  are  chiefly  for  the  purpose  of 
advocating  Dr.  Chalmers's  favorite  plan  of 
parochial  organisation.  Vol.  XVI.  is  particularly 
worth  reading,  as  in  it  he  has  clearly  seen  and 
enforced  the  doctrine  that  we  have  so  often  main- 
tained, that  it  is  the  product  that  gives  value  to  the 
labor ^  and  not  labor  that  gives  vaSte  to  the  product. 
He  says,  p.  10,  '« It  has  all  the  self-evidence  of 
truism,  and  yet  it  is  strangely  overlooked,  both  in 
economic  reasonings  and  in  economic  regulations, 
that  the  worth  of  that  by  which  a  thing  is  done 
is  all  derived  from  the  worth  of  that  for  which 
the  thing  is  done.  *  »  ♦  • 

^*  It  is  forgotten  that  the  end  is  greater  than  the 
means ;  and  although  Smith  has  formally  asserted 
that  the  end  of  all  production  is  consumption,  yet 
even  he  in  the  course  of  his  argument  seems  often 
to  have  forgotten  this  maxim,  in  a  certain  value, 
per  «6,  which  he  attaches  to  trade  and  manufac- 
tures. Now  it  ought  ever  to  be  kept  in  mind, 
that  trade  and  manufactures  have  all  their 
worth  and  significance  as  subservient  to,  and 
none  whatever  as  apart  from,  the  enjoyment  of 
consumers.  The  worth  of  commerce  lies  wholly 
in  the  terminus  ad  quern  and  not  in  the  iter  ad  quod. 

'^  Now,  both  by  politicians  and  political  econo- 
mists, this  principle  is  traversed.  It  is  in  the 
working  up  of  the  commodity,  in  the  buying  of 
it,  and  selling  of  it,  and  transporting  of  it,  in  the 
succession  of  various  movements  and  exchanges 
which  it  is  made  to  undergo,  in  that  whole  series 
of  transactions  through  which  it  passes  from  him 
who  first  put  forth  his  hand  upon  its  raw  material, 
to  him  who  made  the  final  purchase  of  it,  so  that 
it  ceased  to  be  an  article  of  merchandize  any 
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more,  it  is  in  these  various  stepd  which  properly 
belong  to  the  manufacture  of  the  conmiodity  or  to 
the  merchandize  thereof,  that  the  whole  prosperity 
of  our  land  is  conceived  essentially  to  lie."  These 
are,  it  will  be  observed,  the  same  doctrines  as 
published  by  Dr.  Whately  about  the  same  time, 
when  he  said  that  men  dive  for  pearls  because 
they  are  vsduable,  and  that  they  have  not  value 
because  men  dive  for  them.  It  is  the  entire 
reversal  of  the  Kicardian  system  of  Political 
Econonnr. 

Vol.  AVII.  On  Church  and  College  Esta- 
blishments. 

Vol.  XIX.,  XX.  On  Political  Economy  in 
connection  with  the  moral  state  and  moral  prospects 
of  society. 

This  is  Dr.  Chalmers's  most  elaborate  work  on 
Political  Economy,  and  as  he  himself  says,  it  is 
in  no  sense  a  formal  treatise,  but  rather  some  ma- 
terials for  one.  At  p.  98,  he  has  seen  the  true 
function  of  money.  **  There  is  nothing  in  the 
intervention  of  money  which  should  disguise  the 
real  character  of  the  operation.  If  lanaed  pro- 
prietors be  the  chief  customers  for  the  commodi- 
ties in  question,  they  do  not  just  give  on  the  in- 
stant the  ipsa  corpora  of  their  wealth,  but  they 
give  what  is  equivalent,  a  lifting  power  to  a  cer- 
tain extent,  or  an  order  to  a  certain  amount  for 
the  produce  of  their  land.  This  passes  from  the 
hana  of  the  capitalist  to  the  hand  of  his  work- 
men, and  they  on  presenting  it  at  a  shop  or  mar- 
ket, just  get  in  food,  that  chief  article  of  main- 
tenance, the  proper  and  essential  return  for  their 
labor."  This  is  in  perfect  conformity  with  the 
doctrine  of  Aristotle,  Burke,  Bastiat,  &c.,  that 
money  is  a  pledge  for  the  future,  or  generid  credit. 

(CUBBBNCT.) 

J.  B.  Say  has  been  supposed  to  have  demon- 
strated the  impossibility  of  a  general  glut,  or 
general  overproduction  of  all  commodities.  Dr. 
Chalmers  devotes  his  first  five  chapters  to  a  refu- 
tation of  this  doctrine.  There  is  much  ingenious 
speculation  in  this,  but  we  must  forbear  to  ex- 
amine into  either  of  the  opposing  doctrines,  be- 
cause there  is  nothing  really  practical  in  either  of 
them.  Dr.  Chalmers  says,  p.  157,  **  So  that  it  is 
not  in  opposition  to  any  apprehended  practical 
evil,  but  in  opi)osition  to  a  theory,  that  we  have 
been  induced  to  frame,  or  at  all  to  insist  on,  our 
present  argument.**  This  being  so,  it  is  scarcely 
worth  while  to  say  much  about  it. 

In  taxation.  Dr.  Chalmers  has  adopted  to  the 
full  the  doctrine  of  the  French  Economists,  that 
all  taxes  fail  ultimately  on  the  land.  He,  how- 
ever, supports  this  proposition  by  a  different 
course  of  reasoning.  His  proposal  is  that  all 
taxes  should  fall  exclusively  on  the  net  rent 
of  land,  and  that  they  shoidd  all  be  paid  by 
landlords  and  mortgagees  on  land.  He  maintains 
that  the  funds  are  a  mortgage  on  land,  and  that 
the  landholders  and  fundholders  should  therefore 
bear  the  whole  weight  of  taxation.  A  somewhat 
startling  proposal.  He  ought  also  to  have  in- 
cluded tithe-owners.  He  says,  xix.,  304,  '^And 
it  were  no  small  advantage  if  landlords  were 
made  to  bear  the  whole  burdens  of  the  state 
ostensibly,  as  they  do  really;  that  the  import- 
ance, the  permanent  importance  of  landed  wealth 
and  of  the  landed  interest,  would  stand  forth 
nakedly  and  without  disguise  to  the  recognition 
of  all  men.    So  that  it  were  well  for  them. 


if  compelled,  even  though  agidnst  their  wiU, 
to  pay  all  taxes.  The  men  who  hold  in  their 
hand  the  necessaries  of  life,  have  the  obvious 
superiority  over  the  men  who  but  minister  the 
superfluities,  or  the  comforts.  They  have  tiie 
natural  ascendancy,  and  we  think  it  wholesome 
and  befitting,  that  they  should  have  the  political 
ascendancy  also.  We  hold  it  the  most  exception- 
able feature  in  the  modem  scheme  of  representa- 
tion, as  being  a  violation  of  the  rightful  and 
natural  order,  that  the  agricultural  interest  is 
not  sufficiently  representea  in  Parliament.**  Dr. 
Chalmers  proposes  to  deliver  over  the  exclusive 
I)olitical  power  in  the  State  to  the  landed  pro- 
prietors; somewhat  a  strange  sentiment  coming 
from  such  a  quarter. 

Chap.  XI.  is,  On  the  distinction  between  pro^ 
ductive  and  unproductive  labor.  Adam  Smith  has 
been  betrayed  into  a  most  extraordinary  self- 
contradiction  on  the  subject  of  productive  labor. 
While  he  fully  admits  that  education  is  realized 
capital,  and  that  intellectual  abilities  are  part  of 
the  wealth  of  the  nation,  he  has  denied  the  title 
of  productive  labor  to  those  whose  business  it  is 
to  supply  that  which  he  acknowledges  to  be 
capital.  Mr.  M'Culloch  has  well  shewn  this 
inconsistency.  Dr.  Chalmers  being  one  of  the 
class  80  unceremoniously  designated  as  ^  unpro- 
ductive laborers,**  naturally  resents  such  a  stigma. 
In  this  chapter  he  gives  a  most  complete  and 
crushing  reply  to  this  false  distinction.  It  is  one 
of  the  very  best  in  his  whole  work,  and  deserves 
attentive  reading.    (Labor.) 

Chap.  Xn.  On  the  law  of  Primogeniture.  This 
too  is  an  admirable  chapter.  It  strongly  opposes 
the  breaking  up  of  the  land  into  small  properties. 
Dr.  Chalmei*s,  however,  shares  an  error  very 
common  among  writers  in  speaking  of  the  law  of 
primogeniture.  He  argues  throughout,  as  so  many 
others  do,  that  the  law  compels  a  man  to  leave 
all  his  real  property  to  his  eldest  son.  This  is  an 
error.  The  eldest  son  only  takes  by  right  in  the 
case  of  intestacy.  The  law  leaves  every  man 
free  to  break  up  his  property  if  he  pleases,  though 
no  doubt  it  permits  of  its  being  tied  up  in  certain 
cases.  It  is  the  general  feeling  of  the  country 
that  maintains  tlie  custom  of  primogeniture.  Dr. 
Chalmers  shews  that  a  gradation  of  ranks  is  the 
true  basis  of  stability,  p.  370.  *^  For  the  b^t 
construction  of  a  social  edifice  in  every  lai^ge 
country  like  ours,  we  would  have  a  king  on  ^e 
throne — not  rising  like  a  giant  among  the  pigmies, 
or  as  an  unsupported  Maypole  in  the  midst  of  a 
level  population ;  but  borne  up  by  a  splendid 
aristocracy,  and  a  gradation  of  ranks  shelving 
downwai'os  to  the  basement  of  society.  We 
doubt  if  the  other  monarchy  could  stand ;  or  if 
France  with  its  citizen  king,  amid  a  mighty  and 
ever  increasing  swarm  of  smaller  and  smaJler 
agrarians,  can  maintain  its  present  economy  for  a 
single  generation,'*  Withm  ten  months  of  the 
death  of  Dr.  Chalmers,  this  sagacious  doubt  was 
verified  by  the  thjrone  of  the  citizen  king  bcdng 
tumbled  in  the  dust. 

Dr.  Chalmers  then  enters  on  his  favoi:lte  con- 
denmation  of  a  legal  relief  for  the  poor,  and 
warmly  advocates  popular  education. 

In  the  Appendix  he  shews  the  fallacy  of  Ri« 
cajdo*s  Theory  of  Rent.  "  It  is  a  signal  error  in 
a  recent  theory  of  rent,  that  the  difierence  of 
quality  in  soils  is  the  efficient  cause  of  it.  *    * 
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111  affirming  that  it  is  the  existence  of  this  in- 
ferior land  which  originates  the  rent,  there  is  a 
total  misapprehension  of  what  may  be  termed  the 
real  Dynamics  of  the  subject ;  **  and  at  p.  330, 
he  qnotes  with  jast  approbation,  from  General 
Thompson,  **  The  error  of  the  B,icard.o  system 
of  Political  Economy  on  the  subject  of  rent  has 
been  well  characterised  by  Mr.  T.  Perronet  Thomp- 
son as  the  fallacy  of  inyersion.  It  confounds  the 
effect  with  the  cause.  It  is  not  because  of  the 
existence  of  inferior  soils  that  the  superior  pay  a 
rent,  but  it  is  because  the  superior  pay  a  rent, 
that  the  inferior  are  taken  into  occupation!" 
This  is  perfectly  just,  and  coincides  with  what  we 
said  under  Rent. 

Dr.  Chalmers  had  as  strong  an  abhorrence  of 
the  Funding  system,  as  of  a  legal  assessment  for 
the  poor.  He  conceived  the  extraordinary  idea 
that  by  contracting  public  debts,  the  nation  paid 
for  the  advance  twice  over.  He  maintained  that 
the  contraction  of  a  loan  raised  the  prices  of 
commodities  to  an  equal  amount,  which  taxed  the 
public  within  the  year  to  an  equal  amount,  and 
then  besides  that,  they  had  to  pay  the  annual  in- 
terest on  it.  By  this  means  he  says  the  public 
paid  for  every  loan  twice  over.  In  consequence 
of  this,  he  maintained  that  all  loans  should  be 
prohibited,  and  all  expenditure  raised  by  taxation 
within  the  year.  Of  this  extraordinary  paradox 
we  have  said  something  under  Funds  and  Tax- 

ATIOK. 

The  supreme  importance  of  a  right  moral  to  a 
right  economical  state  of  the  country. 

Connection  bettoeen  the  extension  of  the  Church 
and  the  extinction  of  pauperism. 

Vol.  XXI. 

The  sufficiency  of  a  parochial  system  without  a 
poor  rate  for  the  right  management  of  the  poor. 

On  the  application  of  Statistics  to  moral  and 
economical  questions. 

Dr.  Chalmers  also  contributed  some  articles  to 
the  early  numbers  of  the  North  British  Review^ 
which  was  founded  by  the  Free  Chmxh  party. 
They  were  in : — 

No.  I.        On  the  Com  Laws. 

No.  11.  On  the  Political  Economy  of  the 
Bible. 

No.  IV.     On  the  Poor  Laws  of  Scotland. 

No.  VI.     On  Savings  Banks. 

No.  XI.     On  Stirling's  Philosophy  of  Trade. 

No.  XIII.  On  the  Political  Economy  of  a 
Famine. 

CHALONEBy  WILLIAM,  had  an  undoubted 
right  to  be  heard  on  the  subject  he  wrote  upon, 
as  he  was  one  of  the  most  extensive  coiners  and 
forgers  of  his  day.  He  was  the  son  of  a  War- 
wickshire weaver,  and  was  apprenticed  to  a  nailer 
in  Birmingham,  from  whom  he  learnt  to  coin 
Birmingham  groats.  Being  of  a  turbulent  dispo- 
sition he  ran  off  from  him  and  went  to  London, 
where  he  fell  into  company  with  a  japanner,  who 
taught  him  to  gild.  These  arts  he  combined  and 
turned  to  practical  use,  for  he  immediately  began 
to  coin  fadse  guineas  and  pistoles,  which  he  got 
into  circulation  to  a  large  extent.  One  of  his 
accomplices  was  taken,  and  denounced  him.  This 
made  him  abscond  for  a  short  time,  but  the  man 
being  executed,  he  escaped.  He  then  exercised 
his  ingenuity  in  getting  up  false  Jacobite  plots, 
and  two  men  were  convicted  and  executed  on  his 
testimony. 


Chaloner  then,  like  a  miniature  Oates,  rose  high 
in  public  favor,  and  immediately  recommenced  his 
practices  of  coining,  and  to  ward  off  suspicion  he 
presented  to  Parliament  proposals  to  prevent 
clipping  and  coining.  Another  of  his  accomplices 
was  taken,  and  informed  against  him,  but  he  was 
executed,  and  our  hero  escaped  again. 

He  then  obtained  jC  1,000  from  the  Bank  of 
England  on  a  forged  security,  and  not  satisfied 
with  such  small  game  as  guineas,  he  forged  the 
£100  notes  of  the  Bank.  A  person  he  emploved 
to  marble  the  paper  informed  against  him,  and  he 
immediately  hastened  to  give  up  all  the  notes  and 
denounce  all.hls  accomplices.  For  this  the  Bank 
forbore  prosecution. 

He  then  had  the  audacity  to  charge  Sir  Isaac 
Newton,  then  Warden  of  the  Mint,  and  his  officers, 
with  frauds  and  malversations.  The  House  of 
Commons  appointed  a  committee  to  investigate 
the  matter,  who  of  course  dismissed  the  charge 
with  ignominy. 

He  then  took  to  forging  malt-tickets,  but  his 
good  luck  deserted  him.  He  was  taken  and  tried. 
His  previous  forgeries  were  proved,  he  was 
convicted,  and  hanged  at  Tyburn,  22nd  March, 
1699. 

The  defect  of  the  Mint^  and  how  to  coin  money 
so  that  it  cannot  be  counterfeited,    London,  1690. 

The  defects  of  ths  present  constitution  of  the 
Mint.    London,  1693. 

Proposals  for  passing  an  Act  to  prevent  clipping 
and  counterfeiting  of  money.    London,  1695. 

Reasons  humbly  offered  against  passing  an  Act 
to  make  good  the  deficiency  of  the  dipt  money. 
London,  1695. 

CHAHBEBLAUr,  ATLINa. 

A  treatise  on  the  Commercial  System  and  Stamp 
Laws  of  Great  Britain.    London,  1841. 

CHAMBERLAIN,  HUaH,  M.D.  This  per- 
son,  whose  name  is  also  spelt  Chamberlen  or 
Chimberlyn,  was  a  member  of  a  medical  family, 
who  were  physicians  to  the  Court  for  upwards  of 
a  century,  from  James  I.  to  Anne.  He  was  born 
in  1664,  and  educated  at  Triuity  College,  Cam- 
bridge, where  he  graduated  in  1683,  and  took  the 
degree  of  M.D.  in  1690.  He  himself  adopted 
the  obstetric  branch  of  the  profession,  and  was 
physician  to  Charles  IL  The  family  were  cele-* 
brated  for  the  invention  of  a  forceps,  w^hich  saved 
the  life  of  the  infant  in  many  cases  where  it  had 
previously  been  sacrificed.  This  instrument, 
with  some  improvements,  is  still  in  high  repute. 
He  introduced  its  use  into  Paris,  but  being  uur 
fortunate  in  one  case,  he  was  obliged  to  leaver 
He  went  to  Holland,  where  he  was  more  fortunate, 
and  realized  a  considerable  fortune,  besides  selling 
the  secret  of  his  instrument  to  two  Dutch  phy-^ 
sicians  for  a  large  sum.  He  then  returned  to 
England  and  obtained  a  very  large  practice. 

That  was  a  period  when  multitudes  of  projects 
for  Banks  were  floating  in  men's  minds.  Amongst 
the  busiest  of  these  schemers  was  Chamberlain, 
who  conceived  a  visionary  scheme  of  turning  all 
the  land  of  the  country  into  a  paper  currency. 
He  selected  Scotland  as  the  scene  of  his  ex- 
periment, and  presented  a  plan  to  the  Scotch 
Parliament  in  1693,  but  it  came  to  nothing.  In 
1694  the  Bank  of  England  was  founded,  and  this 
gave  great  encouragement  to  Chamberlain.    He 
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associated  some  members  of  the  Hoiise  of  Com- 
mons with  him,  Asgill  and  Briscoe,  and  got  a 
committee  to  report  favorably  upon  it.  Nothing 
however  followed  till  1696,  when  the  government 
being  in  great  straits  for  money,  listened  favor- 
ably to  the  project  of  the  Land  Bank.  How 
miserably  it  failed  is  told  under  Lanb  Bahk, 
aggravating  the  public  distress  it  was  meant  to 
i£eviate. 

The  next  trace  we  have  of  Chamberlain  is  at 
Edinburgh,  in  1700,  when  he  again  published  a 
pamphlet  to  advance  his  scheme.  In  1705,  it  was 
brought  before  the  Scotch  Parliament,  under  the 
patronage  of  a  party  called  the  Squadroned  but  it 
was  rejected.  He  must  then  have  been  in  poor 
circumstances,  for  the  Parliament  was  obliged  to 
pass  a  resolution  to  protect  him  from  his  creditors 
whUe  laying  his  plan  before  them.  His  history 
after  that  is  somewhat  obscure.  He  attended 
Atterbury  in  the  Tower,  in  1723,  and  died 
June  17th,  1728,  in  Covent  Garden. 
'  Of  all  schemes  of  paper  currency.  Chamberlain's 
was  the  most  insane.  John  Law's,  which  has 
always  produced  a  catastrophe  where  it  has  been 
introduced,  was  merely  to  create  a  paper  currency 
to  the  amount  of  the  value  of  the  land  at  twenty 
years*  purchase.  But  Chamberlain  argued  that 
the  land  was  good  security  to  the  amount  of  its 
annual  revenue  to  any  amount  Thus  he  argued, 
that  if  an  estate  of  £150  a  year  were  pledged  for 
150  years,  it  was  a  good  security  for  £22,500  of 
paper  currency;  Now  considering  that  land  being 
worth  20  years*  purchase  at  that  time,  the  value 
of  the  perpetuity  was  only  £3,000,  it  follows  that 
the  value  of  such  land,  pledged  for  150  years,  was 
7^  times  that  of  the  perpetuity !  But  according 
to  this  argument,  a  pledge  of  the  land  for  a 
million  of  years  was  a  good  security  for  a  paper 
credit  of  a  million  times  the  annual  revenue. 
How  such  nonsense  as  this  could  ever  be  believed 
in  by  sane  men,  is  almost  incomprehensible,  but 
yet  many  were  taken  in  by  it.    (Laitd  Bank.) 

Some  use/td  reflections  upon  a  pamphlet  called 
A  brief  account  of  the  intended  Bank  of  England^ 
whereunto  is  annexed  a  short  description  cf  Dr, 
Chamberlen^s  Bank.    Londontl694. 

Some  account  of  the  Land  Bank,  London,  1695. 

A  safe  and  easy  method  for  supplying  the  want 
ofcoin^  with  S9me  remarks  upon  the  bank  of  Eng' 
land,  Dr.  C.'s  Bank.    London,  1695. 

A  Bank  Dialogue,  or  Dr.  C.^s  Zand  Bank  eX' 
plained  by  way  of  question  and  answer.    London, 
1695. 

A  brief  narrative  of  the  nature  and  advantages 
of  the  Land  Bank,  as  proposed  by  Dr.  Hugh 
Chamberlen.    London,  1695. 

A  collection  of  some  papers  writ  upon  several 
occasions  concerning  dipt  and  comiterfeit  money, 
and  trade,  as  far  as  it  relates  to  the  exportation  of 
bullion.    London,  1696. 

The  constitution  of  the  office  of  Land  Credit 
declared  in  a  deed,  by  JET.  C.  Senior.  London, 
1696. 

Dr.  C.^s  petition  and  proposals  for  a  land  bank 
to  increase  trade,  offered  to  me  House  of  Commons. 
London,  1693. 

A  proposal  by  Dr.  H.  C,  in  Essex-street,  for 
a  Bank  of  secure  current  credit  to  be  founded  on 
land.    London,  1695. 

The  several  articles  or  parts  of  the  proposal 
upon  land  gredit  rationally  explained.  London, 
1695. 


An  essay  upon  the  necessity  of  raising  the  value 
of  twenty  millions  of  pounds  at  leastj  in  either  biUs, 
bonds,  tickets,  or  tallies  of  credit^  according  to  Dr. 
H.^s  method,    London,  169G. 

A  few  proposals  recommendimt  ike  establishing 
a  land  credit  in  this  kingdom.    Edinbui^b,  1700. 

Papers  relating  to  a  Bank  of  Credit  upon  land 
security,  proposed  to  tke  Parliament  of  Scotlandj 
by  Dr.  H.  C.    Edmburgh,  1693. 

^Mne  few  considerations  supposed  useful,  con^ 
eeming  the  vote  of  tke  House  of  Commons  upon 
the  Bill  for  hindering  tke  exportation  of  gold  and 
silver  and  the  melting  down  of  the  coin  of  the 
realm.    London,  1693. 

OHAMBEBLATNE^  EDWABD,  LL.D. 

Anglia  notitia;  or  the  present  state  of  England^ 
together  with  divers  reflections  upon  the  ancient 
state  thereof.  London,  1669.   d8th  Edition,  1755. 

England s  wants ;  or  several  proposals  very  ad-- 
vantageous  for  England.    London,  1689. 

OHAHBEBS,  ABRAHAM  HENET« 

Thoughts  on  the  resumption  of  cash  payments 
by  the  banks,  and  on  the  Coin  Bill  as  connected 
with  the  Bank.    London,  1813. 

Comments  on  some  recent  political  discussions^ 
with  an  exposure  of  the  fallacy  ofOle  sinking  fund. 
London,  1813. 

CHAHBON. 

Le  commerce  de  rAmerique.    Paris,  1764. 

CHAMBOBANT,  0.  a.,  de.  Formerly  an 
advocate  before  the  Court  of  Cassation,  and  a 
member  of  the  Conseil  General  of  the  Charente. 

DepaupMsme  ce  quUl  etait  dans  Vantiquite,  ce 
qu^il  est  de  nos  Jours ;  des  rem^des  qui  lui  Staient 
opjfosSs,  de  ceux  qvCil  conviendrait  de  lui  mpUquer 
aujourdhui,  suivi  dune  analyse  de  la  l^islation 
ancienne  et  modeme  sur  ce  sujet    Paris,  1842. 

CHAMOnSSET,  0.  H.  PIABON,  DEL  Bom 
at  Paris  in  1717.  He  was  employed  in  the  Audit 
Office  in  Paris.  He  wrote  several  memoirs  on 
pauperism,  hospitals,  &c.,  which  were  collected 
and  published  after  his  death  by  the  Abb^  Cotton 
des  Houssayes,  Librarian  of  the  Sorbonne.  Cha- 
mousset  di^  in  1773. 

CEuvres  de  Ckamousset.    Paris,  1783. 

CHAPMAN,  WILLIAM.    CivU  Engineer. 

Observations  on  tke  effects  that  would  be  pro^ 
duced  by  the  proposed  Com  Laws  on  tke  ameul' 
ture,  commerce,  and  population  of  tke  United  King' 
dom.    London,  1815. 

Observations  on  the  prevention  of  a  future  sear* 
dty  of  grain,  by  means  contributive  to  tke  benefit 
of  tke  landed,  commercial,  and  manufacturing 
interest,    liOndon,  1803. 

CHAPAT,  LODIS. 

Coup^dceil  siatistique  sur  les  sociitis  de  secours 
mntuets  de  la  ville  de  Lyon,  ffc.    Lyon,  1854. 

OHAPPEL,  SAMUEL,  Captain. 

A  diamond  or  rick  jewel  presented  to  the  Cam' 
monwealth  of  England  for  enriching  of  the  nation, 
being  necessary  fir  the  use  of  all  merchants  and 
tradesmen,  and  advantageous  to  the  poor.  London, 
1650. 
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CHAPFirS. 

Histoire  abr^Se  des  rSvohUioiu  du  commerce, 
ou  precis  historique  et  raUonni  des  changements 
que  le  commerce  a  SprouvSs  a  Vocaision  des  trans^ 
migrations^  des  conquetes^  des  nouvelles  dScouvertes^ 
et  des  revolutions  poliHques,  depuis  le  commence' 
ment  du  mondejusqtCd  nos  jours,    Paris,  1802. 

CHAPTAL^  JEAN  ANTOINR  Connt  de 
Chantelonp,  was  born  4th  June,  1756,  at  Nowet. 
He  studied  at  Mende,  Montpelier,  and  Faris. 
He  early  devoted  himself  to  practical  chemistry 
and  in  1781  the  State  of  Langaedoc  created  a 
chair  of  Chemistry  for  bim.  Inheriting  a  large 
fortune,  he  established  large  chemicS  works, 
and  introduced  several  new  products  into  French 
coDunerce.  In  1793,  he  was  summoned  to  Faris 
to  superintend  the  manufacture  of  saltpetre.  A 
large  establishment  was  formed  at  Grenelle, 
which  supplied  3,500  pounds  a  day.  Without 
being  a  brilliant  discoverer  in  Chemistry,  he  was 
very  successful  in  its  application  to  art.  However, 
we  must  pass  over  his  merits  as  a  chemist.  He 
was  one  of  the  first  professors  of  the  Poly- 
technic School.  Napoleon  made  him  minister  of 
the  Interior,  which  office  he  held  for  four  years, 
and  he  devoted  much  of  his  time  to  advance  the 
manufacturing  interests.  He  established  Cham- 
bers of  Commerce  in  many  places,  the  School  of 
Arts,  and  the  Conservatory.  He  was  made  a 
member  of  the  conservative  senate  in  1805,  and 
director  general  of  commerce  on  Napoleon^s 
return  from  Elba.  On  the  restoration,  he  re- 
tired into  private  life,  but  was  afterwards  no- 
minated a  Peer  of  France.  He  died  at  Paris  in 
July,  1832. 

De  Findustrie  Franqaise,    Paris,  1819. 

Quelques  reflexions  sur  Vindustrie  en  gSnSral,  a 
V occasion  de  f  exposition  des  produits  de  Vindustrie 
France  en  1819.    Paris,  1819. 

CHABMAT. 

Moyens  de  detruirt  la  rareti  actueUe  du  iVf/- 
meraire.    Paris,  1790. 

CHABNOCE,  JOHN  HENET. 

A  thorough  draining^  and  its  immediate  results 
to  the  agricultural  interest,  as  well  as  its  probable 
effects  on  the  general  condition  of  the  poor.  Lon- 
don, 1844. 

Suggestions  for  the.  more  general  extension  of 
land  drainage,  by  the  judicious  and  equitable  appli" 
cation  of  capital,    London,  1843. 

CHABPENTIEB-    The  younger. 

Discours  sur  la  raretS  des  espices  a  Paris, 
prononcS  dans  VassemhUe  generate  des  rSpreseu' 
tants  de  la  commune  de  Paris.    Paris,  1790. 

CEABCPJLUBS,  0. 

Lettres  Socialistes.    Paris,  1851. 

CHAS8EP0L,  FSANSOIB. 

Traits  des  finances  et  de  lafausse  monnaie  des 
Bomains,    Pans,  1740. 

This  treatise  was  drawn  up  by  desire  of  Col- 
bert 


CHASTET,  BTIENNE. 

Etudes  historiques  sur  Vinfluence  de  la  chariti 
durant  les  premiers  siecles  Chretiens,  et  considira' 
tions  sur  son  role  dans  les  sociites  modemes, 
Paris,  1853. 

CHASTELLTJX^  FB.  JEAN  BE.  Marquis. 
Born  at  Paris  in  1734.  He  took  pai-t  in  the 
American  war  of  Independence,  and  died  in 
1788. 

De  la  filiciU  publique,  ou  considerations  sur  le 
sort  des  hommes  dans  les  diffh'entes  ipoques  de 
V histoire.    Amsterdam,  1772. 

CHATFIELB,  FRANCIS. 

Review  of  various  bearings  peculiar  to  Interests 
and  Discounts,    London,  1832. 

Table  explanatory  of  the  effect  of  Discounts  and 
Interests  on  profits  and  losses,  as  relative  to  each 
other,    London,  1832. 

CHATFIELD,  ROBERT. 

An  historical  review  of  the  commercial,  political^ 
and  moral  state  of  Hindostan.    London,  1808. 

CHAUDOIR,  STANISLAS  DE.   Baron. 

Aperqu  sur  les  monnaies  Russes  et  sur  les  mon- 
naies  itrangeres,  qui  ont  eu  cours  en  Russie  depuis 
les  temps  les  plus  recules  jusqtC  a  nos  jours,  St. 
Petersburg,  1836-37. 

Recueil  de  monnaies  de  la  Chine,  du  Japan,  de 
la  Corie,  d'Annam,  et  de  Java,  au  nombre  de  plus 
de  mille,  pricidS  d^une  introduction  historique  sur 
ces  monnaies,    St.  Petersburg,  1842. 

CHAUBEAV,  ADOLPHE.  Pix>fesseur  de 
droit  administratif. 

Des  Stablissements  de  eharitS  publics  et  privis 
en  France,  et  dans  les  pays  Strangers,  sous  le  point 
de  vue  administratif.    Pads,  1857. 

CHEQUE.  A  cheque  is  an  order  on  a  Banker 
to  pay  a  definite  sum  of  money  to  a  certain  person 
on  demand. 

It  is  one  of  the  varieties  of  one  of  the  two  great 
divisions  of  instruments  of  credit,  Obdbbs  to  pay. 
It  is  in  form  a  Bill  of  Exchange  payable  on 
demand. 

When  a  customer  places  money  at  his  banker's 
the  property  in  the  money  passes  to  the  banker, 
and  in  Ueu  or  exchange  for  it  he  creates  a  credit 
in  his  customer's  favor  in  his  books.  That 
Crebit  is  called  a  Deposit. 

So  also  when  a  Banker  buys  a  Bill  of  Exchange 
from  a  customer,  he  does  it  by  creating  a  credit  In 
his  favor  in  his  books,  and  that  Credit  so  created 
is  called  a  Deposit. 

Thus  all  banking  advances  are  made  in  the 
first  instance  by  Cbbatino  Liabuities,  or 
Cbebits,  which  are  called  Deposits. 

These  deposits  are  what  were  called  Moneta  di 
Banco,  or  Bank  Money,  in  the  great  foreign  Banks 
of  Deposit,  at  Yenicey  Amsterdam,  Hamburgh, 
&c.,  and  payments  were  made  by  transferring 
them  from  one  account  to  another.  They  were, 
however,  payable  in  specie  on  demand  at  the  will 
of  the  parties. 

The  essence  of  banking  consists  in  creating 
these  credits.    When  a  bank  receives  nothing 
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bat  bullion  and  money,  and  creates  only  an  eqnal 
amount  of  credit  to  what  it  receives  as  money,  it 
is  called  a  Bank  of  Deposit.  Such  a  bank  of 
coarse  manifestly  creates  no  increase  of  the 
currency. 

But  when  a  bank  buys,  or  discounts,  bills  of 
exchange  the  case  is  different.  Because  as  a  bill 
of  exchange  is  credit,  and  a  banker  buys  a  bill 
of  exchange  by  creating  credit,  it  is  manifest 
that  that  is  an  augmentation  of  the  Currency. 

It  used  to  be  the  custom  in  London  for  banks 
to  buy  bills  of  exchange  with  their  own  promis- 
sory notes  payable  to  bearer  on  demand,  and 
hence  they  were  called  Banks  of  Issue.  About 
1 772  they  changed  the  form  of  creating  credit,  they 
gare  their  customers  credit  in  their  books,  they 
created  Deposits,  and  gave  their  customers 
authority  to  draw  orders  upon  them  payable  on 
demand. 

Now  It  is  clear  that  the  effect  on  the  currency 
was  just  the  same,  whichever  form  of  creating 
credit  they  adopted.  And  it  is  clear  that  banks 
which  discount  bills  by  creating  deposits,  are 
substantially  Banks  of  Issue. 

Cheques,  or  Drafts  on  Bankers,  were  certainly 
used  by  the  Romans.  The  Latin  name  of  a 
cheque  is  attrihutio  or  prescripUo.  Whether  they 
were  only  payable  to  a  single  person  named,  or 
whether  they  were  transferable  from  hand  to 
hand,  and  payable  to  bearer,  we  have  never  seen 
discussed. 

Their  use  in  modern  times  seems  to  have  been 
revived  by  the  Dutch,  sometime  in  the  17th 
century.  Malynes,  who  wrote  in  the  middle  of 
the  1 7th  century,  says  that  merchants  who  wished 
to  transfer  a  part  of  their  credit  at  their  banker's 
to  another  customer,  used  to  go  at  the  end  of  each 
day  and  tell  him  what  trans&rs  were  to  be  made. 
A  great  improvement  on  this  plan  was  for  the 
merchant  to  give  a  draft,  or  cheque,  on  his 
banker;  and  John  Law,  who  is  certainly  an 
authority  on  these  points,  says  that  this  was  the 
custom  of  the  Dutch  in  the  early  part  of  the  18th 
century,  and  strongly  advocates  their  introduction 
into  England. 

So  late  as  the  renewal  of  the  Bank  Charter  in 
1742,  the  English  bankers  do  not  seem  to  have 
used  cheques,  but  only  bank  notes.  And  the  legal 
definitions  of  banking  as  used  in  the  various  Bank 
Charter  Acts,  only  describe  the  issue  of  notes. 
And  at  that  time  it  was  fully  understood  that  the 
essence  of  banking  consisted  in  the  issue  of  notes. 
Thus  The  Oeneral  Evening  Post,  February  10th, 
1737,  says,  "As  the  time  approaches  when  the 
original  fund  of  the  Bank  will  be  redeemable  by 
Parliament,  viz :  upon  one  year's  notice  after  the 
1st  August,  1742  (which  is  in  less  than  seven 
years),  and  consequently  their  privilege  of  Bank- 
ing, or  issuing  out  Cash  Notes,,  exclusively  of  all 
other  corporations,  will  cease." 

So  late  as  17^9  certainly,  London  bankers 
continued  to  issue  notes.  But  within  the  next 
ten  years  or  so,  they  discontinued  the  issue  of  notes, 
and  adopted  the  method  of  creating  Deposits  or 
Credits  in  their  books,  and  giving  their  customers 
cheque  books.  This  change  in  the  manner  of 
doing  business  seems  probably  extremely  imim- 
portant,  and  yet  it  is  of  very  great  historical 
interest,  as  it  was  entirely  owing  to  this  little 
change  that  the  monopoly  of  the  Bank  of  England 
was  undermined,  and  the  Joint  Stock  Banks  of 


London  were  able  to  be  founded.  The  words 
creatine  a  monopoly  only  contemplated  banking 
in  the  form  of  issuing  notes,  and  made  no  pro- 
vision against  it  in  the  form  of  deposits  and 
cheques.     (Banking  in  England.) 

The  slightest  reflection  will  shew  that  there  is 
no  real  difference  in  the  nature  of  Banking,  whether 
it  is  done  by  means  of  bank  notes,  or  deposits  and 
cheques.  It  is  only  in  the  form.  Banking  equally 
creates  credit  now  to  what  it  did  formerly. 

This  shews  the  enormous  error  of  those  who 
think  that  the  private  bankers  and  the  Joint 
Stock  Banks  of  London  are  only  Banks  of  Deposit, 
and  still  more  of  those  who  think  the  Currency 
Principle  is  carried  out  by  the  Bank  Act  of  1844, 
or  that  it  is  possible  to  do  so  in  any  Bank  of 
Discount.  (Bank;  BankNotb;  Credit;  Cue- 
EBNGT ;  CuBEENCT  Fbincipxe  ;  Deposit  ;  Dis- 
count.) 

OHEBBULIEZ,  A17T0INE  ELI8EE,  bom 
in  1797,  at  Geneva,  where  he  practised  as  an 
advocate.  He  was  then  appointed  a  magistrate, 
and  professor  of  law  in  succession  to  Rossi  in 
1833.  In  1835  he  was  appointed  Professor  in 
Political  Economy.  He  was  a  member  of  the 
different  legislatures  of  the  canton,  from  1831  to 
1846.  After  the  revolution  of  1848  he  removed 
to  Paris. 

Riche  oupauorSy  ou  exposition  succinte  des  causes 
et  des  effets  de  la  distribution  des  richesses.  Geneve, 
1840. 

Le  SociaUsme  c'est  la  harharie.    Paris,  1848. 

Simples  notions  de  Tordre  social  a  Vusage  de 
tout  le  monde.    Paris,  1849. 

Le  potage  a  la  tortue,  ou  entretiens  populaires 
sur  les  questions  sociales,    Paris,  1849. 

Etudes  snr  les  causes  de  la  misers  tant  morale 

fue  physique^  et  sur  les  moyens  dy  porter  remide* 
'ar&,  1852. 

CHEBOT,  A. 

Etude  sur  la  culture^  le  commerce^  et  les  indus' 
tries  du  Ztn,  et  du  chauvure  en  France.  Nantes, 
1846. 

a 

CHEBUBINI,  FRANCESCO. 

Notizie  storiche  e  statisHche  intomo  ad  Ostiglia. 
Milano,  1826. 

CHERUEL. 

DeVadministraiionde  Louis  XIV.  Paris,  1849. 

CHETHAM,  HUMPHRET. 

A  new  defence  of  tithes.    London,  1832. 

CHEVALIER,  MICHEL.  The  most  distin- 
guished economist  on  the  Continent,  was  bom  at 
Limoges,  13th  January,  1806.  His  father  was 
engaged  in  commerce.  At  18  he  entered  the 
Ecole  Polytechnique,  and  afterwards  the  School 
of  Mines,  and  was  attached  to  the  department  of 
the  Nord.  Like  many  other  young  men  of  bril- 
liant talent  and  ardent  imagination,  he  joined  the 
followers  of  St.  Simon,  and  In  September,  1830, 
he  addressed  two  letters  to  their  paper,  Le 
Olobe,  of  such  extraordinary  power,  that  be  was 
immediately  made  editor  of  it,  which  position  he 
held  till  the  schism  between  Bazard  and  Enfontio* 
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M.  Chevalier  adhered  to  Enfantiiif  who  was  called 
the  pere  supreme.  In  July,  1832,  the  government 
deeming  the  sect  dangeroos,  instituted  a  prosecu- 
tion against  them,  and  the  pere  supreme  was  sen- 
tenced to  two  years*  imprisonment,  and  M.  Che- 
valier, one  of  his  cardinaux^  to  twelve  months. 
He  was,  however,  released  at  the  end  of  six. 
months,  and  reflection  made  him  change  his  senti- 
ments, and  soon  after  his  liberation  he  formallj 
disavowed  the  obnoxious  doctrines. 

In  1833,  M.  Thiers  sent  him  on  a  mission  to 
the  United  States,  to  report  upon  their  internal 
communications  by  cansd  and  railway.  He  ad- 
dressed a  series  of  very  remarkable  letters  to  the 
Journal  dee  D&}atSy  describing  his  travels,  which 
were  afterwards  republished  in  two  volumes.  In 
1836,  he  was  commissioned  to  visit  London 
during  the  commercial  crisis. 

In  1838,  he  was  nominated  chevalier  of  the 
Legion  of  Honor,  a  conseUler  d^etat,  a  member  of 
the  conseil  superieur  de  commerce^  and  in  1840, 
was  appointed  successor  to  Rossi  in  the  chair  of 
Political  Economy  in  the  College  de  France.  In 
184^-46  he  sat  a  short  time  in  the  Chamber  of 
Deputies  for  Aveyron.  He  ardently  espoused 
Free  Trade  doctrines,  and  accompanied  Bastiat 
in  his  free  trade  campaign,  in  the  autumn  of  1.847, 
through  the  departments,  in  the  attempt  to  form 
a  league  on  the  model  of  the  English  Anti- Corn- 
Law  League.  The  attempt,  however,  did  not 
succeed.  (Bastiat.) 

The  revolution  of  1848  threw  him  out  of  all 
his  offices  and  employments,  especially  that  of  his 
Professorship  at  the  College  de  France.  He  then 
vigorously  combated  the  socialist  doctrines.  He 
hi^  been  for  sometime  the  president  of  the 
Conseil  general  of  the  Herault,  which  under  his 
auspices  has  distinguished  itself  for  the  advocacy 
of  Free  Trade  principles.  Being  an  anti-re- 
publican in  principle,  he  declared  in  favor  of  the 
coup  detat  of  the  2nd  December,  1851.  In 
September,  1852,  he  was  restored  to  his  chair  of 
Political  Economy  in  the  College  de  France. 

In  1851,  he  was  elected  as  the  successor  of  M. 
Yillerm^  in  the  Academy  of  Moral  and  Political 
Sciences,  section  Political  Economy.  He  has  re- 
cently been  created  a  Senator  by  Napoleon  HI.  and 
has  taken  a  warm  part  in  negociating  the  recent 
treaty  of  commerce  with  England,  as  a  step  in  the 
direction  of  Free  Trade. 

Lettres  sur  VAmhiaue  du  Nord^  avec  une  carte 
des  Etats  Urns  d'Amhique.    Paris,  1836. 

Les  inter  its  materiels  en  France ;  travaux  pub' 
Ucs,  routes^  canaux,  chemins  defer,     Paris,  1839. 

Histoire  et  description  des  votes  de  communicaiion 
aux  Etat'  Unis,  et  des  travaux  qui  en  dependent 
Paris,  1840. 

Lettres  sur  Vinauguration  du  chemin  de  fer  de 
Strasbourg  a  Bale,    PaJMS,  1841. 

Cours  deconomie  politique  fait  an  College  de 
France.     Paris,  1842-50.    2nd  Edit.  1855. 

This  was  the  course  of  Political  Economy  de- 
livered by  M.  Chevalier  in  his  capacity  of  Professor 
during  twelve  seasons.  At  the  beginning  of  each 
of  these  he  gave  an  opening  address,  and  these  dis- 
courses are  placed  at  the  beginning  of  the  first 
volume,  of  the  second  edition.  The  first  address 
in  1840,  is  on  the  greatness  and  the  weakness  of 
modem  industry.  The  second  in  1841,  discusses 
the  increasing  importance  of  Political  Economy. 
The  third  in  1842,  is  upon  the  necessity  of  society 


increasing  its  productive  power,  especially  by 
improving  its  means  of  transport.  The  fourth  in 
1843,  is  on  industrial  credit.  The  fifth  in  1844, 
is  on  public  credit.  The  sixth  in  1845,  is  on  the 
necessity  of  professional  instruction.  The  seventh 
in  1846,  is  on  the  question  of  population.  The 
eighth  in  1847,  is  on  the  freedom  of  labor.  The 
ninth  in  1848,  on  the  opposition  between  Political 
Economy  and  Socialism.  The  tenth  in  1849,  is 
on  the  agreement  between  Political  Economy  and 
morality.  The  eleventh  in  1850,  is  on  the  desire 
of  well  being.  The  twelfth  in  1851,  is  on  pro- 
gress. 

The  first  lecture  examines  the  relations  between 
the  progress  of  industry  and  liberty.  The  second 
shows  that  the  elevation  of  all  classes  is  inti- 
mately connected  with  the  development  of  pro- 
ductive power,  and  that  this  has  vastly  increased 
in  modern  times. 

This  lecture  is  of  importance.  M.  Chevalier 
shows  that  there  are  several  sorts  of  productive 
labor«  and  he  shows  the  comparative  progress  that 
has  been  made  in  them.  He  says,  in  rour  centuries 
the  increase  of  the  production  of  iron  has  increased 
in  the  ratio  of  25  or  30  to  1.  That  of  flour  in 
that  of  144  to  1,  since  the  days  of  Homer.  In  70 
years  the  increase  of  the  cotton  manufacture  has 
been,  in  the  ratio  of  320  to  1,  and  that  of  linen  as 
240  to  1.  And  as  the  last  instance  of  productive 
labor  he  cites  that  of  transport. 

Thus  we  see  that  M.  Chevalier  classes  transport 
as  productive  labor,  and,  therefore,  he  who  causes 
anything  to  be  transported  from  one  place  to 
another  where  it  is  wanted,  is  a  productive  laborer. 
Thus  Adam  Smith  clajsses  retail  shopkeepers  as 
productive  laborers,  and  consequently  the  trans- 
port of  merchandize  from  the  wholesale  warehouse 
to  the  retail  dealer*s  shop  where  it  is  sold  to  the 
customer,  is  one  species  of  Pboduction. 

Now  it  is  just  on  this  point  that  the  modern 
doctrines  of  credit  are  so  much  at  £Eiult.  Muiy 
writers  laugh  at  the  notion  that  credit  conduces 
to  production.  But  by  production  tiiey  evidently 
mean  increase  of  quantity.  Now  nobody  ever  said 
that  credit  could  make  one  ear  of  com  into  two. 
They  allow  that  money  is  productive  capital. 
But  money  cannot  make  one  ear  of  com  into  two. 
The  species  of  production  to  which  money  is  sub- 
servient, is  that  of  exchange  or  transport.  The 
industry  of  exchange  and  transport  is  productive 
labor,  and  whatever  sets  that  in  motion  is  pro- 
ductive capital— just  as  money  is.  When  we  say 
that  credit  is  productive  capital,  it  is  to  this 
species  of  production  that  we  allude. 

When  some  writers  say  that  credit  only  trans- 
fers capital  from  one  person  to  another,  we  say 
that  is  all  that  money  does,  and,  therefore,  those 
who  allow  money  to  be  productive  capital,  must, 
by  their  own  arguments,  allow  that  credit  is  the 
same,  which  performs  the  same  functions. 
(Cbbdit  ;    PnoBucTioif.) 

The  third  lecture  examines  objections  that 
have  been  made  i^inst  the  doctrine,  tiuit  the  in- 
terests of  society  demand  the  increase  of  produc- 
tion. The  fourth  and  fifth  lectures  treat  of 
machinery  and  its  utility,  as  well  as  the  objections 
that  have  been  made  to  it.  The  sixth  treats  of 
the  temporary  injury  done  to  some  laborers  by 
the  introduction  of  machinery.  The  four  next 
treat  of  the  means  of  conmiunication.  And  the 
three  last  on  the  charges  and  fares  on  canals  and 
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railways.  An  appendix  treats  of  the  changes 
made  m  the  railway  service. 

The  first  eight  lectures  of  the  second  volnme 
treat  of  public  works,  and  the  interference  of 
government  in  their  construction  and  the  guaran- 
tee of  a  minimum  rate  of  interest.  The  ten 
following  ones  then  consider  the  question  of  the 
application  of  the  army  in  different  countries  to 
productive  employment.  The  nineteenth  discusses 
the  influence  of  government  over  education.  The 
three  next  examine  whether  it  is  possible  to  &ppiy 
the  principles  of  organisation  to  industry.  The 
remaining  lectures  treat  of  cheapness  and  its 
advantages. 

VoL  III.  La  Monnaie.  This  work  Investigates 
the  nature  of  money — ^The  prices  of  things — ^The 
coinage — ^The  sources  whence  the  supplies  of  the 
precious  metsds  are  derived,  and  the  quantity 
produced — ^The  causes  which  produce  an  export 
or  import  of  bullion,  and  the  probability  of  an 
approaching  fall  in  the  value  of  the  precious 
metals.  This  subject  M.  Chevalier  has  treated  of 
more  at  length  in  a  subsequent  volume. 

We  are  happy  to  say  that  in  this  volume  M. 
Chevalier  has  given  his  opinion  of  the  definition 
and  extent  of  the  Currency,  which  exactly  coin- 
cides with  our  own.  (Curbbhct.) 

Lettre  a  M,  MoU  sur  les /artificatiofu  de  Paris. 
Paris,  1840. 

JEssais  de  politique  indusirielle,  souvetiir  de  voy- 
age:  France^  republique  dAndorre^  JBelgique, 
AUemagne.    Paris,  1843. 

IJIsthme  de  Panama.    Paris,  1844. 

De  Vindustrie  manufacixarihre  en  France, 

Lettres  sur  Vorganisation  du  travail^  ou  itudes 
«ttr  les  principales  causes  de  la  mis^re,  et  sur  les 
moyens  proposSs  pour  y  renUdier.    Paris,  1848. 

La  liberie  aux  Etats-  Unis.    Paris,  1849. 

Questions  des  travaUleurs ;  VamUioration  du 
sort  des  ouoriers^  les  salaires,  Torganisaiion  du 
travail.    Paris,  1848. 

Examen  du  systeme  commercial  eonnu  sous  le 
nam  de  systeme  protecteur.    Paris,  1 85 1 . 

De  la  haisse  probable  de  Vor^  des  consequences 
eommerdales  et  sociales  qu^eUe  peut  avoir^  et  des 
mesures  qu*elle  provoque. 

This  volume  examines  at  greater  length,  the 
subject  discussed  in  the  last  division  of  the  author*s 
book  La  Monnaie.  The  first  two  sections  con- 
tain a  risume  of  the  general  principles  of  money. 
The  third  section  treats  of  the  production  of  gold, 
and  the  increasing  quantity  of  it  coined  in  recent 
years.  He  then  shows  the  greatly  diminished 
coinage  of  silver  during  the  same  period,  and 
argues  from  thence,  justly,  that  gold  has  fallen  in 
value  compared  to  silver.  The  enormous  increase 
of  the  exports  of  silver  to  the  East  Is  then  noticed. 
He  then  says  that  from  the  enormous  quantity  of 
gold  poured  in,  a  more  rapid  diminution  of  Its 
value  might  hav^  been  expected,  but  that  the 
coinage  of  France  had,  in  fact,  acted  like  a  para- 
chute and  had  prevented  its  being  very  visible, 
until  gold  had  replaced  silver.  He  then  notices 
the  various  sources  of  production  of  gold  through- 
out the  world,  and  says  that  there  seems  every 
likelihood  of  their  continuing  to  pour  forth  such 
quantities  of  it,  that  a  serious  diminution  in  value  is 
inevitable  unless  it  can  find  a  market  proportional 
to  its  increased  quantity.  He  then  inquires  what 
additional  markets  may  be  expected,  and  if  they 
are    proportional   to   the    increased    supplies. 


Among  these  he  enumerates  some  countries  whose 
currency  consists  of  paper,  such  as  the  United 
States,  Austria  and  Turkey ;  the  increasing  de- 
mand for  articles  of  luxury,  &c.  M.  Chevalier 
considers  that  all  the  new  markets  that  can  be 
opened  will  not  be  sufficient  to  take  off  the  in- 
creased supplies,  and  that  as  a  necessary  conse- 
quence a  diminution  of  its  value  must  ensue* 
He  then  considers  the  effect  of  the  monetary  laws 
of  France  upon  the  phenomena  of  the  vilue  of 
gold,  under  its  different  governments.  In  the 
sixth  section  the  consequences  of  a  fall  in  the 
value  of  gold  are  examined  ;  the  sufferings  and 
difficulties  which  will  accompany  the  transition ; 
and  the  profits  which  will  be  made  by  certain 
classes  of  persons.  The  seventh  section  considers 
what  means  may  be  taken  to  obviate  the  ill 
effects  of  the  fall.  Several  valuable  documents 
relating  to  the  coinage  of  France  are  appended. 


CHEVBET,  JEAN. 

Principes  de  sociabilitS^  ou  nouvel  expose  des 
droits  et  des  devoirs  de  Vkomme  et  du  citoyen,  suivis 
d^ observations  relatives  aux  propriites  a  la  liberie 
de  commerce.    Paris,  1793. 

CHIA7ACCI,  TLADIMIBO. 

Dock  Commerciale  di  Oenova.  Considerazioni 
sopra  i  grandi  vantaggi  che  il  commercio  nazionale 
ritrarebbe  dalla  sua  istituzione,  precedttie  da  alcuni 
cenni  intomo  i  dock  commerciali  dlnghilterra. 
Torino,  1851. 

cmcEEEnra,  jesse. 

A  statistical  view  of  the  population  of  Massa^ 
chusetts/rom  1765  to  1840.    Boston,  U.S.,  1846. 


0HIDLE7,  8AHITEL. 

A  remonstrance  to  the  creditors  of  the  Common^ 
wecdth  of  England,  concerning  the  publique  debts 
of  the  nation.    London,  1654. 

CHIFFLETITTS,  CLAUDniS. 

De  antiquo  numismate  liber.     1656. 
De  antiquo  nummo  etpracipue  Romano.  Ham- 
burg, 1678-79. 

CHIFFLETUS,  HENBICUS  TH01CA8. 

Dissertatio  de  Orthombus  tereis.  AntwerpisL, 
1656. 

CHILD,  JOSIAH,  SIB,  a  very  great  potentate 
indeed  in  his  day — and  who  has  not  read  of  his 
deeds  in  Macaulay — ^was  bom  in  1630,  the  second 
son  of  Richard  Child,  a  London  merchant.  He 
followed  the  same  profession,  and  attained  great 
wealth  and  influence,  and  became  chairman  of  the 
East  India  Company,  in  which  position  he  was  a 
rival  to,  if  not  a  greater  power  than,  the  king  himself. 
He  is  said  to  have  written  several  anonymous 
treatises  in  favor  of  the  East  India  Trade.  The 
only  one,  however,  which  he  published  with  his 
own  name,  was  the  one  mentioned  below,  which 
has  been  often  quoted  and  referred  to,  and  is 
therefore  entitled  to  our  notice,  as  one  of  the 
earliest  in  commercial  literature.  He  was  made 
a  baronet  In  1678,  and  died  in  1699.  He  was 
married  three  times,  and  his  chUdren  bv  each  of 
his  wives  married  into  the  highest  families  in  the 
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kingdom.  His  third  wife  is  said  to  have  been 
allied  to  eleven  dukes  and  duchesses,  and  about 
fifty  great  families  were  thrown  into  mourning 
by  her  death — ^pretty  well  for  a  London  merchant. 

A  new  discourse  of  Trade.    London,  1690. 

This  is  the  second  and  enlarged  edition  of  a 
little  work  named  Brief  observations  concerning 
Trade-andtke  interest  of  money ^  originally  pub- 
lished in  1668.  It  was  remarkable  for  maintain- 
ing the  extraordinary  doctrine,  that  it  was  the 
lowness  of  the  rate  of  interest  which  caused  the 
wealth  of  the  nation,  and  he  brought  forward  as 
an  example  the  Dutch,  whose  wealth  he  said  was 
entirely  owing  to  the  lowness  of  the  rate  of  interest. 
His  work  was  immediately  answered  by  another 
cfldled,  '*  The  interest  of  money  mistaken,  or  a 
treatise  proving  that  the  abatement  of  interest  is 
the  effect  and  not  the  cause  of  the  riches  of  a 
nation.  **  In  the  new  edition,  however,  of  his 
work,  with  a  new  title,  Sir  Josiah  most  strenuous- 
ly reaffirms  liis  former  doctrine,  and  replies  to  his 
opponents.  He  well  shews  the  absurdity  of  dlmin- 
istung  the  value  of  the  coin,  or  raising  its  denomi- 
nation, tricks  which  had  been  repeatedly  tried 
in  Spain  and  Portugal.  He  shews  that  merchants 
simply  raised  the  price  of  their  goods,  in  propor- 
tion to  the  depreciation  of  the  coin,  as  they  ob- 
served what  the  intrinsic  value  of  the  money  was, 
and  not  the  name  it  is  called  by. 

This  treatise,  though  it  contains  error,  is  never- 
theless in  many  respects  very  excellent.  In  the 
first  chapter  he  ascribes  the  greatness  and  pro- 
sperilg^  of  Holland  to  fifteen  causes.  The  1st 
is  their  takins  great  merchants  into  their  state 
councils ;  2naly,  the  equal  division  of  property 
at  the  death  of  the  parent;  Srdly,  their  good 
faith  in  trade;  4thly,  their  encouragement  of 
inventors,  and  introducers  of  foreign  improve- 
ments, who  always  receive  a  public  reward ; 
5thly,  the  cheapness  of  their  navigation ;  6thly, 
their  firugal  mode  of  life;  7thly,  the  excellent 
education  they  gave  their  children,  male  and 
female,  especially  in  arithmetic ;  Sthly,  the  low- 
ness of  their  customs  and  excise;  9thly,  their 
careful  management  and  employment  of  their 
poor;  lOthly,  their  use  of  banks;  llthly,  their 
religious  toleration;  12thly,  the  cheapness  and 
speed  of  their  law  proceedings;  1  Sthly,  their 
facility  in  transferring  biUs  of  debt,  the  advantage 
of  which,  he  says,  none  can  know  who  have 
not  seen  it  in  use ;  14thly,  the  public  registers  of 
all  real  property  sold  or  mortgaged ;  ]5thly,  the 
lowness  of  the  interest  of  money,  which  in  peace 
did  not  exceed  3  per  cent ,  and  in  the  then  war, 
4  per  cent. 

In  the  second  chapter  he  examines  the  state  of 
pauperism,  and  points  out  that  the  fundamental 
error  in  it  was  leaving  it  to  the  care  of  every 
Parish  to  maintain  its  own  poor  only,  whence  the 
shifting  and  bandying  about  of  the  poor  to  their 
last  place  of  abode.  This  is  stUl  one  of  the  crying 
evils  of  the  English  poor-law,  and  one  which  the 
most  earnest  poor-law  reformers  have  most  tried 
to  get  rid  of,  hitherto  in  vain.  (Chadwick.) 
He  proposed  that  the  whole  district  within  the 
Bills  of  Mortality  should  be  united  for  poor-law 
purposes,  and  put  under  the  management  of  a 

commission. 
Sir  Josiah  Child  then  considers  the  case  of 

merchant  companies,  and  decides  that  they  are 

injurious  to  trade^  and  that  a  free  trade  has 


always  been  more  prosperous  than  one  confined  to 
a  company.  The  only  exception,  perhaps,  being 
in  such  a  case  as  the  East  Indies,  which  were 
barbarous  countries,  where  there  was  a  necessity 
to  maintain  forces  and  forts.  In  the  fourth  chap- 
ter he  approves  of  the  policy  of  the  Navigation 
Act. 

In  the  fifth  chapter  he  earnestly  recommends 
the  advantages  of  transferring  Bills  of  Debt,  as 
Malynes  had  done  before,  and  he  gives  sach  a  bill 
as  he  would  recommend  to  be  passed  for  the  pur- 
pose of  introducing  them.  In  this  chapter  he 
seems  quite  to  negative  the  idea  that  is  not  un- 
common, that  Cardinal  Richelieu  invented  the 
indorsement  on  Bills  of  Exchange,  for  he  says, 
p.  129,  "  Even  in  our  own  (country),  where  we 
have  for  many  ages  had  the  experience  of  indorse- 
ment on  Bills  of  Exchange,**  which  would  be  a 
very  incorrect  mode  of  speaking,  if  Richelieu  had 
only  invented  it  thirty  years  before. 

He  strondy  advocates  the  establishment  of  a 
Court  Merchant,  to  decide  all  mercantile  disputes, 
and  the  granting  the  utmost  facility  for  naturaliza- 
tion. He  shows  the  impossibility  of  ascertaining 
the  balance  of  trade  as  it  was  then  computed. 
But  though  he  shows  the  absurdity  of  the  com- 
mon opinion  about  the  balance  of  trade,  he  did 
not  hit  upon  the  true  statement  of  it. 

We  thus  see  that  Sir  Josiah  Child  had  the  true 
fundamental  notion  of  a  currency,  that  it  is  the  re- 
presentative of  debt,  and  his  plan  was  to  make 
these  as  transferable  as  possible.  He  never  once 
proposes  the  crazy  idea  which  became  so  preva- 
lent a  few  years  i^erwards,  and  has  continued  so 
to  the  present  day,  of  turning  goods  or  land  into 
money.    (Cibszkowski  ;  Law.) 
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CHOSE  IN  ACTION.  A  chose  in  acHany  or, 
as  it  is  sometimes  called,  a  chose  in  suspense,  is  a 
right  which  a  person  has  to  something  which  is 
neither  in  his  actnai,  or  constractive  possession, 
and  which  he  cannot  obtain  possession  of,  nnless 
by  the  voluntary  cession  of  the  possessor,  without 
an  action. 

The  subject  of  choses  in  action,  which  involves 
considerable  intricacy  at  law,  will  demand  our 
special  attention,  because  they  contain  the  great 
master-subtlety  of  Political  Economy,  and  a  clear 
apprehension  of  their  nature  and  several  kinds 
will  throw  a  blaze  of  light  over  the  whole  science, 
and  enable  us  to  pronounce  a  judgment  upon  the 
most  disputed  and  obscure  points  in  the  subject. 

In  ancient  times  chattels  personal  consisted 
jentirely  of  piovable  goods,  visible  and  tangible 
in  their  nature,  which  were  in  the  possession 
either  of  the  owner,  or  of  some  person  on  his  be- 
half, which  could  be  identified  and  taken  possession 
of.  In  fact,  those  in  which  the  property,  or 
ownership,  was  specific  and  certain,  and  which 
even  if  not  in  the  possession  of  their  owner,  might 
be  identified. 

But  though  in  early  times  such  a  thing  as  an 
incorporeal  chattel  personal  was  not  recognized, 
there  existed  in  many  cases  a  right  of  action, 
either  to  recover  pecuniary  damages  for  a  wrong, 
or  for  the  nonperformance  of  a  contract,  or  for 
the  recovery  of  money  due.  Such  a  right  was 
called  a  chose  in  action. 

Now  though  this  chose  in  action  was  a  valuable 
right,  for  certain  reasons  which  we  need  not  en- 
large upon,  it  was  deprived  by  the  Common  Law 
of  one  of  the  usual  Incidents  of  personal  property, 
it  was  not  transferable. 

Now  there  is  a  gi-eat  and  subtle  distinction, 
and  one  of  the  most  fundamental  importance  in 
Political  Economy,  between  a  chose  in  possession 
and  chose  in  action. 

When  a  man  entrusts  any  personal  chattel,  such 
as  a  horse,  a  book,  a  watch,  or  a  carriage,  to  the 
custody  of  another  person,  the  property  in  that 
chattel  remains  in  him,  although  ne  parts  with 
the  possession  of  it  for  a  certain  time,  and  if  he 
sees  his  chattel  in  another  person's  hands  he  can 
reclaim  the  specific  thing.  Or  if  he  deposits  a 
particular  bag  of  money,  which  is  marked  and 
can  be  identified,  in  the  custody  of  some  one  else, 
there  is  but  one  property,  although  the  propeity 
and  the  possession  are  separated.  And  he  may 
retake  the  very  horse,  or  the  very  book,  or  the 
very  watch,  or  the  very  carriage,  or  the  very  bag 
of  money. 

But  in  the  case  of  a  simple  debt  it  is  quite 
different.  A  debt  is  simply  a  right  to  demand 
money,  and  Is  not  a  claim  or  right  to  any  specific 
bag  of  money.  And  although  a  man  owes  me 
money,  that  confers  no  right  upon  me  to  put  my 
hand  into  his  purse  and  take  it  out,  or  to  seize 
his  goods  and  chattels  of  my  own  authority  and 
sell  them. 

If  I  deposit  jClOO  with  my  banker,  that  does 
not  give  me  any  right  to  take  away  100  sovereigns 
or  bank  notes  I  may  se^  lying  on  his  counter. 

On  the  contrary,  when  a  debt  is  incurred  it  is  a 
mutual  transfer  of  properties.  If  one  man  lend, 
as  it  is  somewhat  erroneously  called,  £100  to 
another,  the  absolute  property  in  the  money  passes 
to  the  borrower,  and  what  passes  to  the  lender  is 
a  right,  or  property,  to  demand  back  an  equal 


quantity  of  money  at  some  fatore  time,  which, 
unless  prevented  by  law,  may  be  sold  or  trans- 
ferred to  any  one  else. 

Hence  arises  this  doctrine  which,  subtle  as  it 
may  seem,  is  one  of  the  great  fundamental  doc- 
trines of  Political  Economy,  that  a  Debt  Is  itself 
a  separate,  independent,  and  transferable  valuable 
thing,  which  may  be  sold  and  transferred  like  any 
article  of  merchandize,  and  is  as  much  indepen- 
dent exchangeable  property,  as  any  other  com- 
modity whatever. 

The  distinction  is  extremely  apparent.  When 
a  man  deposits  money  wiUi  his  banker,  the 
banker  becomes  the  debtor,  and  not  the  bailee,  to 
his  customer.  When  a  man  deposits  goods  in  a 
warehouse,  the  warehouseman  becomes  a  bailee, 
and  not  a  debtor,  to  his  customer.  The  property 
in  the  money  passes  to  the  banker,  and  he  may 
use  it  as  he  pleases  for  his  own  benefit ;  on  the 
contrary,  no  property  whatever  passes  to  the 
warehouseman,  and  he  may  not  use  the  goods  as 
he  pleases  for  his  own  benefit. 

These  debts  then  being  independent  property, 
formed  by  far  the  largest  class  of  what  were 
originally  called  choses  in  action,  but  were  not 
allowed  to  be  transferred  by  the  Common  Law, 
because  such  a  power  was  supposed  to  afford  too 
great  a  temptation  to  litigation. 

Merchants,  however,  soon  saw  the  amazing 
advantages  and  facilities  it  would  give  to  com- 
merce to  be  able  to  transfer  debts  like  other 
commodities,  and  this  they  did  by  means  of  Bills 
of  Exchange  and  Promissory  Notes,  which  we 
may  call  by  the  general  name  of  Instbumbnts 
OF  Cbbdit  ;  and  this  power  of  transfer  was  at 
length  recognized  by  the  Courts  of  Common  Law, 
and  by  Statute. 

Now  from  the  preceding  considerations  arises 
the  doctrine  which  is  per^tly  well  known  to 
every  lawyer  in  the  world,  which  was  perfectly 
well  known  and  acknowledged  by  merchants, 
before  the  doctrine  that  Labor  is  the  cause  of 
Value  gained  its  pernicious  influence  over  Politi- 
cal Economy,  and  which  even  yet  struggles 
thi'ough  the  contradictory  views  of  modem  l^;o- 
nomists,  that  Cbbdit,  or  Debts,  are  separate,  ex- 
changeable property  over  and  above  commodities 
and  money,  ana  are  to  be  reckoned  separately  in 
a  catalogue  of  national  property. 

Thus  Mr.  Justice  Byles  enumerates  the  Land, 
Credit,  and  the  Funds  as  separate  property,  the 
correctness  of  which  no  one  competent  to  judge 
will  dispute. 

Thus  is  shewn  the  fundamental  distinction, 
which  is  one  of  the  most  important  in  Political 
Economy,  between  a  Bill  of  Lading  or  a  Dock 
Warrant,  and  a  Bill  of  Exchange.  Bil Is  of  Lading 
and  Dock  Warrants  are  always  titles  to  certain 
specific  goods  which  are  in  the  possession  of  some 
bailee,  whose  duty  it  is  to  deliver  them  to  the 
owner  of  the  Bill  of  Lading  or  the  Dock  Warrant. 
And  the  property  in  these  goods  may  be  trans- 
ferred a  hundred  times  while  they  remain  in  the 
possession  of  the  bailee. 

From  this  it  manifestly  appears  that  there 
cannot  be  any  more  Bills  of  Lading  or  Dock 
Warrants  than  there  is  property,  and  hence  these 
paper  documents  Repbbsbnt,  and  are  one  with 
the  Groods. 

But  when  a  merchant  buys  goods  with  a  Bill 
of  Exchange,  all  connection  between  the  bill  and 


CHOSE  IN  ACTION. 


CHOSE  IN  ACTION. 


429 


the  goods  is  severed.  The  property  In  the  goods 
passes  to  the  merchant,  and  the  property  in  the 
Bill  passes  to  his  creditor,  and  the  goods  and  the 
Bill  may  each  be  sold  and  transferred  separately, 
and  form  two  distinct  and  separate  properties. 

The  owner  of  the  Bill,  which  is  a  chost  in  action^ 
probably  sells  it  to  his  banker,  whose  business 
especially  consists  in  buying  these  chose*  in  action. 
And  he  does  this  by  creating  another  chose  in 
action,  either  in  the  form  of  a  Bank  Note,  or  by 
a  credit  created  in  his  books,  called  a  Deposit, 
which  the  merchant  can  put  into  circulation,  and 
which  may  be  transferred  any  number  of  times. 

But  it  is  manifest  that  the  Paper,  the  Bill,  or 
the  Note,  is  merely  the  evidence  of  the  right,  and 
is  not  the  right,  or  the  chose  in  action  itseli,  which 
exists  in  the  person  qnite  independently  of  any 
paper  document.  Hence  a  debt,  or  a  credit,  in 
any  other  form  whatever,  such  as  a  book  credit,  is 
of  exactly  the  same  nature  as  a  Bill  or  Note, 
only  it  is  not  in  a  form  so  well  adapted  for  cir- 
culation, and  it  is  to  be  treated  and  classed  along 
with  them. 

Now  the  various  forms  of  Credit  in  this  country 
greatly  exceed,  at  least  tenfold  probably,  all  the 
cash  in  the  country.  All  estimates  of  the  credit 
and  the  cash  in  the  country  are  necessarily  vague, 
but  it  is  probably  not  unsafe  to  say  that  the  credit 
in  this  country  is  not  less  than  £600,000,000 ; 
whereas  the  cash  does  not  probably  exceed 
£70,000,000.  And  there  is  no  connection  be- 
tween them,  there  is  none  of  the  cash  set  apart 
and  appropriated  to  the  payment  of  any  of  this 
credit,  and,  in  fact,  it  is  expressly  forbidden  from 
being  so. 

Hence  instruments  of  credit  of  all  sorts  do  not 
bbpaesbut  money  at  all,  in  the  same  sense  that 
Bills  of  Lading  represent  goods,  but  are  indepen- 
dent property. 

The  distinction  thus  explained  between  Bills  of 
Lading  and  Bills  of  Exchange,  may  perhaps  seem 
somewhat  subtle.  It  is  nevertheless  one  of  the 
most  transcendant  importance  in  human  affairs. 
It  lies  at  the  root  of  the  whole  theory  of  the 
currency  (Cubebnct),  and  it  is  from  a  confusion 
on  this  very  point,  that  those  false  theories  of 
currency  have  proceeded,  which  have  brought 
such  dire  calamities  on  the  world.    (Law.) 

This  is  the  basis  of  the  theory  of  credit,  which, 
however,  involves  several  other  subtleties,  which 
we  cannot  enlarge  upon  here,  but  are  fnUy  deve- 
loped under  Cbboit. 

It  is  also  upon  the  doctrine  that  Credit  is  itself 
separate,  independent,  and  exchangeable  property, 
that  the  indubitable  truth  is  based,  that  Cebdit 
IS  Capitai*.  Mr»  Mill  acknowledges  that  any 
thing  that  may  be  exchanged  may  be  capitaL  It 
is  only  necessary  to  shew,  therefore,  tiiat  credit 
nuty  be  exchanged,  and  the  doctrine  that  Credit 
is  Capital  follows  as  a  matter  of  course. 

Debts,  therefore,  were  early  recognized  as  per- 
sonal property  of  an  Incorporeal  nature,  ana  as 
they  were  called  chases  in  aetionj  this  name  was 
extended  to  immense  quantities  of  property  of 
the  same  nature  which  have  grown  up  in  modem 
times. 

But,  nevertheless,  there  are  distinctions  of 
considerable  subtlety  in  the  nature  of  different 
kinds  of  chases  in  action  tiiemselves.  And  this  is 
one  of  the  points  on  which  the  legal  classification 
of  property  is  not  that  which  is  most  suitable  for 


Political  Economy,  as  we  have  shewn  in  the  Peb- 
uminabt  Discoubsb.  For  all  incorporeal  pro- 
perty is  not  called  a  chose  in  action,  nor  are  aU 
chases  in  action  incorporeal  property.  Some  choses 
in  action  are  naked,  incorporeal,  and  intangible 
rights,  but  others  are  associated  with  material  and 
tangible  things. 

In  modern  times  an  immense  mass  of  property 
of  an  incorporeal  nature  has  sprung  up  which  was 
unknown  to  the  common  law.  Thus  the  funds, 
shares  in  commercial  enterprises  of  all  sorts, 
banks,  railways,  canals,  gas  and  water  companies, 
insurances,  personal  annuities  of  tdl  sorts,  are  all 
classed  as  choses  in  action.  This  is  all  personal 
property  of  an  incorporeal  nature,  amounting -in 
value  to  several  thousands  of  millions  in  this 
country.  So  lottery  tickets  are  choses  in  action. 
But  we  do  not  know  of  any  instance  in  which 
a  copyright,  or  a  patent,  or  the  goodwill  of  a 
business,  has  been  class^  as  a  chose  in  action. 
Now  all  these  are  incorporeal  and  separate 
property. 

But  there  are  other  chases  in  action  which  are 
not  independent  and  separate  incorporeal  property, 
severed  from  a  tangible  and  visible  object. 

The  first  of  these  are  Mortgage  deeds,  which 
in  modern  times  are  classed  as  choses  in  action. 

In  point  of  strict  law  a  mortgage  deed  is  an 
absolute  conveyance  of  the  property,  in  land,  for 
instance,  from  the  mortgagor  to  the  mortgagee, 
who  becomes  the  owner  of  the  property,  with 
the  condition  that  he  shall  reconvey  it  on  the  re- 
payment of  the  money  borrowed  at  some  fixed 
time.  Thus,  in  point  of  law,  a  mortgage  on  land 
is  not  an  incorporeal  right,  but  a  title  to  the  actual 
land ;  and  the  deed  is  not  a  separate  property  from 
the  land,  but  goes  with  it. 

Equity,  however,  took  a  different  view  of  the 
matter.  It  regarded  the  mortgage  as  in  substance 
nothing  more  than  as  a  security  for  the  money 
borrowed,  and  regards  the  mortgagor  as  in  reality 
the  owner  of  the  property,  subject  to  the  repay- 
ment of  the  debt.  Considered,  therefore,  as  a 
mere  security  for  money,  the  mortgage  deed  is 
classed  as  a  chose  in  action.  But  there  is  this 
very  important  distinction  between  it  and  an  in- 
strument of  credit  The  mortgage  deed  and  the 
land  go  together,  they  cannot  circulate  separately 
and  independently.  They  are,  therefore,  only  onb 
property.  And  this  chose  in  action  is  material 
and  tangible.  Whereas,  as  we  have  often  said,  an 
instrument  of  credit,  and  the  money  it  may  ulti- 
mately be  paid  with,  if  paid  with  money  at  all, 
circulate  separately,  and  are  separate  properties. 

The  very  same  thinsr  is  true  of  Bills  of  Lading 
and  Dock  Warrants  deposited  as  securities  for 
advances,  the  property  in  the  goods  they  represent 
goes  together  with  them,  and  they  cannot  be 
separated. 

Another  kind  of  a  chose  in  action  which  is  asso- 
ciated with  something  material  and  tangible,  is  a 
legacy,  and  it  is  called  an  equitable  chase  in  action 
because  a  legatee  can  only  recover  it  in  a  Court 
of  Equity. 

The  equitable  right  to  the  legacy  is  in  the 
legatee,  but  the  legal  possession  is  in  the 
executor,  thouj^h  not  the  legal  property,  because 
he  cannot  use  it  as  he  pleases.  The  right  to  the 
legacy  and  the  legacy  are  therefore  not  two,  but 
only  one  property,  the  property  being  merely 
separated  from  the  legal  possession. 
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Thus  we  see  that  the  class  of  property  known 
as  choses  in  actum  in  law,  is  not  a  suitable  one  for 
the  science  of  Political  Economy,  and  may  lead  to 
mnch  eiTor.  The  fandamental  principle  of  Poli- 
tical Economy  is  to  ascertain  what  is  separaU 
property,  ana  the  criterion  of  the  subject  is  that 
which  we  have  given  under  cbesit,  viz.— 

That  which  can  be  separately  exchanged^  is  ««- 
parate  property. 

Thus  credit  in  all  its  forms,  money,  stock, 
shares,  &c.,  can  all  be  exchanged  separately,  they 
are  therefore  all  separate  property,  and  they  do 
not  represent  property. 

A  mortgage  deed,  or  any  title  to  land,  bills  of 
lading,  dock  warrants  and  goods,  cannot  be  ex- 
changed separately,  therefore  they  are  not  separate 
property,  but  they  represent  property. 

This  at  once  shews  the  error  which  we  believe 
Dr.  Chalmers  originated,  and  which  has  become 
rather  prevalent  among  Economists,  that  the  funds 
are  analogous  to  a  mortgage  on  the  property  of 
the  country.  For  a  reratation  of  this  error  see 
Capital  ;    Capps  ;    Funds. 

The  considerations  in  this  article  may  also  be 
useful  to  call  the  attention  of  economists  to  the 
existence  of  incorporeal  property,  or  incorporeal 
chattels,  the  almost  total  neglect  and  omission 
of  which  from  most  works  on  Political  Economy 
is  one  of  their  most  inexplicable  and  striking 
defects.  For  not  only^does  its  admission  give  an 
immense  augmentation  to  the  field  of  the  science, 
but  it  also  greatly  modifies  many  of  its  laws  and 
principles  which  are  erroneously  supposed  to  be 
general.    (Peopebtt.) 
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OIB&ARIO,  LUiai,  an  eminent  Sardinian 
writer  and  statesman,  was  bom  at  Turin  on  the 
23rd  February,  1802.  In  1824,  he  took  his  de- 
gree in  civil  and  canon  law,  and  then  devoted 
himself  to  historical  researches,  especially  about 
his  native  country,  and  its  sovereigns.  He  haa 
also  published  several  works  in  general  literature. 

Li  1830,  he  was  elected  a  member  of  the  Turin 
Academy  of  Sciences.  He  was  an  intimate  friend 
and  adviser  of  Charles  Albert,  who  sent  him  on 
some  diplomatic  missions  in  1832-33,  and  he  was 
sent  as  Royal  Commissioner  to  Venice  in  1848. 
After  the  fatal  battle  of  Novara  he  resigned  this 
ofKce,  and  he  followed  his  unfortunate  sovereign 
to  Portugal,  to  endeavour  to  induce  him  to  return 
to  Turin,  but  did  not  succeed.  He  has  filled  several 


important  offices.  In  1830  he  wbs  sent  as  pleni- 
potentiary to  France,  to  conclude  a  treaty  of  com- 
merce, and  a  convention  on  literary  property. 
He  was  for  some  time  Minister  for  Foreign  AlEurs 
in  Count  Cavour*s  cabinet.  His  works  relating 
to  political  economy  are : — 

DeUeJmanze  deUa  Monorchia  di  Savoja  discarsi 
tre.    Torino,  1841. 

Delia  Economia  PoUtica  del  medio  ew>.  Torino, 
1839. 

This  valuable  work  is  divided  into  three  books, 
the  first  of  which  treats  of  the  political  condition 
of  the  middle  ages ;  the  second,  of  the  moral  con- 
dition ;  and  the  third  only,  of  what  is  usually 
designated  as  political  economy  by  modem  econo- 
mists. 

The  third  book  contains  eight  chapters.  The 
first  treats  of  the  effect  of  the  political  condition 
on  industry  and  agriculture.  The  second  is  on 
the  police  regulations  regarding  the  public  health, 
manufactories,  markets,  the  public  safety,  games, 
and  prostitutes*  The  third  chapter  explains  the 
various  tenures  of  land.  The  fourth  is  on  popu- 
lation, and  a  table  is  appended,  exhibiting  the 
ancient  and  the  modem  population  of  sixty  towns 
and  villages  in  the  kingdom.  The  fifth  chapter 
treats  of  the  public  treasury  and  taxation.  The 
sixth  is  on  the  monetary  system,  and  gives  details 
of  some  of  the  principal  coins  formerly  in  use. 
The  seventh  is  on  the  relation  between  ancient 
and  modem  money,  according  to  their  value  In 
subsistence ;  several  valuable  tables  are  appended, 
showing  the  different  species  of  money,  and  their 
weights  in  bullion,  and  their  value  in  subsistence. 
The  eighth  and  last  chapter  treats  of  maritime 
law,  navigation,  commerce,  the  arts,  the  theory 
of  credit,  interest,  and  exchange. 

In  this  chapter  Cibrano  fully  bears  out  what 
we  have  said  under  Bill  of  Exchanqb,  §  14, 
that  Bills  of  Exchange  were  invented  by  the 
Italians  and  not  by  the  Jews.  He  says  p.  527, 
edit.  1839.—*'  The  principal  merit  of  the  Italian 
towns,  besides  having  renewed  in  the  middle  ages 
the  power  and  the  commerce  of  Carthage  and 
Tyre,  was  having  discovered  or  renewed  the  theory 
of  credit,  and  the  incredibly  rapid  circulation  of 
money  by  means  of  Bills  of  Exchange.  Towards 
the  end  of  the  12th  century,  as  one  may  gather 
from  the  statutes  of  Susa,  there  were  established 
in  various  cities  of  Italy,  banks  of  loan  and  ex- 
change, called  casane.  This  business  was  carried 
on  principally  by  the  people  of  Tuscany,  Asti, 
and  Chieri,  who  carried  on  the  not  always  inno- 
cent business  not  only  of  circulating  and  exchang- 
ing money,  but  also  of  lending  upon  pledges.  In 
1226,  we  know  from  the  chronicles  of  Asti,  that 
bankers  of  that  city  were  introduced  into  France, 
where  the  same  business  was  already  carried  on 
by  the  merchants  of  Cahors.  Thenceforward 
Italian  money  lenders  greatly  multiplied,  first 
being  confounded  with  the  Caorsini,  then  dis- 
tinguished by  the  name  of  Lombards,  first  caressed, 
then  persecuted  by  princes,  then  hunted  to  death, 
and  always  hated  by  the  people.  Some  of  these 
bankers  went  to  the  Conrts  of  England  and 
France,  the  richest  to  that  of  the  Pope,  and  the 
firms  of  the  Bardi,  the  Peruzzi,  and  the  Fresco- 
baldi  of  Florence,  the  Balardi  of  Pisa,  the  Salim- 
beni  of  Siena,  had  nothing  to  envy  in  the  modern 
Rothschilds.  He  says  that  the  firm  of  Calnccio 
Balardi  had  a  bank  at  Paris  in  the  beginning  oi 
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the  14th  century,  and  Giovanni  Yanno  had  a 
bank  at  Dover  and  Canterbory  at  the  same  time. 

He  also  says,  as  is  stated  in  Bill  of  Ezghanob, 
that  they  were  greatly  used  in  transmitting  the 
papal  revenues. — *'  The  Italian  bankers  were  the 
first  to  discover  the  tme  laws  of  the  commerce  of 
money,  and  the  world  is,  in  fact,  indebted  to  them 
for  the  theory  of  credit,  and  bills  of  exchange.  I 
know,  certainly,  that  some  say  that  the  Jews  in- 
vented Bills  of  Exchanffe,  bat  even  if  that  conld 
be  proved,  the  merit  of  having  adopted  and  ex- 
tended their  nse  undoubtedly  belongs  to  the 
Tuscan  bankers,  who  were  charged  with  the  duty 
of  collecting  the  papal  revenues  in  various  parts 
of  the  Catholic  world,  and  availed  themselves  of 
this  means  of  consigning  the  funds  collected,  when 
the  papal  court  had  pressing  need  of  money/* 
Cibrario  refers  to  Osgeriua  Alferius,  Rer. 
Italic.  XL  142.  7\trzanus  de  Castronovo^  in  M.S. 
in  the  Royal  Athen»um  at  Turin,  Vol.  11.  344, 
and  to  Muratarij  tnUiqu.  Italic,  diss,  XVI. 
Mercatura  de*  FiorenHni^  torn.  II.  126. 

Cibrario  also  fiilly  confirms  what  we  have  said 
under  Bauk,  that  tne  word  Bark  is  synonymous 
with  the  Italian  Mohtb.  He  also  uses  Bakco  as 
synonymous  with  Montb,  and  meaning  a  public 
debt  or  Jund.  At  p.  530  he  says. — "  Circa  alia 
teoria  del  credito,  che  dissi  invenzione  di  comuni 
Italian!,  ^  note  che  il  prime  BANCO,  o  debito 
publicoy  fu  eretto  a  Yenezia  nel  1171.  Nel  secolo 
XIU  v*ha  memoria  di  carta  monetata  a  Milano. 
11  credito  fu  rimborsato.  Un  MONTE,  o  debito 
mtblico,  fii  stabilito  in  Firenze  nel  1336.*' 
This  fully  shews  that  banco  and  mante  meant  the 
same  thing. 

The  volume  concludes  with  eight  tables, 
shewing  the  prices  of  a  great  variety  of  things,  as 
well  as  the  interest  of  money,  in  the  13th  ana  14th 
centuries. 

CIOEEO,  KABCUS  TULLIUS.  Bom  at 
Arpinum,  the  3rd  of  January,  106  b.  c,  killed  on 
the  7th  of  December,  43  b.  c. 

We  only  cite  this  eminent  person  here,  to  shew 
the  strange  influence  which  ill-considered  preju- 
dice held  over  his  mind  in  commercial  subjects, 
and  that  he  says  that  no  retail  dealer  can  suc- 
ceed without  lying.  He  says  that  some  means 
of  acquiring  wealth  are  reputable,  and  others  dis- 
reputable. Among  the  latter  are  tax  gatherers 
and  usurers.  Those,  too,  are  base  in  which  wages 
are  paid  not  for  art^  but  for  labor ;  as  well  as 
those  who  buy  from  merchants  to  sell  figain 
immediately,  for  they  cannot  succeed  unless 
they  lie  much.  De  Officiis  I.  42.  This  curious 
prejudice,  that  men  could  not  make  any  profit  in 
shopkeeping  without  cheating,  long  prevailed. 

CIESZEOWSEI,  AUaUSTEy  Count,  was 
bom  at  Sucha,  in  Poland,  the  12th  September,  1814. 
He  has  written  a  considerable  number  of  works 
of  a  philosophical  and  transcendental  nature,  in 
German  and  Polish.  He  has  contributed  to  the 
Journal  des  Eeonomistes  several  articles.  He 
was  a  member  of  the  Prussian  National  Assembly 
in  1848. 

Du  credit  et  de  la  circulation.  Paris,  1839. 
2nd  Edit.  1847. 

Under  ordinary  circumstances  we  should  have 
passed  over  this  work  without  notice,  merely  la- 
men^^^  ^^  ^^®  author  had  wasted  so  much 


ingenious  labor  in  bringing  forward  as  new,  the 
doctrines  of  John  Law,  which  have  seduced  so 
many  persons.  But  when  we  find  that  several  of 
the  ablest  economists  on  the  continent  have  ap- 
proved of  Count  Cieszkowski*s  doctrines,  the 
matter  assumes  a  very  different  aspect  ind^, 
and  is  calculated  to  inspire  some  alarm,  that 
these  pernicious  follies  should  become  more  popu- 
lar. 

To  our  inexpressible  amazement,  economists  so 
well  known  as  M.  Joseph  Gamier,  M.  Baudril- 
lart,  the  associate  of  M.  Chevalier  at  the  College 
de  France,  and  Professor  Boccardo,  the  author  of 
the  great  Italian  Dictionary  of  Political  Economy, 
have  all  adopted  the  doctrines  of  Cieszkowski. 

We  must  accord  one  merit  to  Count  Cieszkowski. 
He  tells  us  very  distinctly  what  he  means.  He 
does  not  envelop  his  ideas  in  a  cloud  of  words, 
out  of  which  the  bewildered  reader  finds  it  im- 
possible to  discover  the  author*s  meaning.  On 
the  contrary,  he  tells  us  exactly  what  he  thinks 
wrong,  and  what  he  thinks  right.  We  therefore 
know  exactly  where  to  hit  him.  We  have  only 
to  show  that  his  fundamental  conception,  as  clearly 
expressed  by  himself,  is  nothing  bnt  a  jMJpable 
error,  which  any  lawyer  or  merchant  in  the  world 
would  immediately  detect,  and  the  whole  of  his 
superstructure  falls  to  the  ground  in  ruins. 

He  very  justly  dwells  on  the  importance  of  the 
subject  of  Credit,  and  the  great  evils  which  a 
mistaken  conception  of  its  nature  may  produce, 
{le  then  examines  the  definition  of  credit  and  he 
says  that  it  has  usually  been  considered  as  an 
anticipation  of  the  future*  which  he  says  is  a 
capital  error  in  theory,  and  only  trae  in  a  very 
restricted  sense,  but  eminently  false  as  an  ulti- 
mate and  absolute  definition. 

He  then  says,  p.  6 . — ''  Le  crSdit  est  la  mSta^ 
morphose  des  capitaux  stables  et  engagies  en  capi- 
taux  drculants  on  dSgagis ;  c*eBt  k  dire,  le  moyen 
qui  rend  disponibles  et  circulables  des  capitaux 
qui  ne  T^taient  point,  et  leur  permet  par  conse- 
quent de  se  porter  partout  oil  leur  be»>in  se  fait 
sentir.  Cette  definition  fondementale  nous  suffit 
comme  point  de  depart  pour  fixer  les  id6es.*' 

Now  the  meaning  of  this  is  perfectly  plain, 
and  is  fully  illustrated  by  his  subsequent  pro- 
posals, as  well  as  by  the  ideas  of  the  authors  who 
have  unfortunately  followed  him.  (Baudbil- 
labt;  Boccabdo;  GABinsB.) 

Count  Cieszkowski  conceives  an  instrament  of 
credit  to  be  one  like  the  title  deeds  to  an  estate, 
or  a  bill  of  lading,  or  a  dock  warrant,  which  re- 
presents property,  and  may  be  passed  from  hand 
to  hand,  with  greater  fiacility  than  the  property 
itself.  He  imagines  that  these  are  similar  to 
bills  of  exchange,  which  transfer  the  right  to  so 
much  money. 

But  every  lawyer  and  merchant  in  the  world, 
who  gives  a  moments  reflection  to  this  idea,  will 
at  once  perceive  its  gross  fallacy.  The  title  deeds 
to  an  estate,  a  bill  of  lading,  and  a  dock  warrant, 
are  precisely  what  credit  is  not.  They  are  docu- 
ments which  are  expressly  bound  down  and  tied 
to  some  specific  property,  and  cannot  be  separated 
from  it. 

Now  if  Count  Cieszkowski  would  inform  him- 
self of  the  first  principles  of  law  and  commerce, 
he  would  know  that  the  fundamental  notion  of  an 
instrument  of  credit  is  that  it  is  expressly  forbid' 
den  to  be  attached  to  any  specific  property  whatever. 
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That  is  the  very  circumstance  from  which  it  re- 
ceives its  name  of  credit.  It  circulates  merely 
on  the  belief  that  it  can  be  exchanged  for  money. 
Bat  bills  of  lading  and  dock  warrants  are  not 
credit  at  all,  because  they  are  known  to  be  attached 
to  certain  things. 

The  fundamental  distinction,  then,  between 
bills  of  lading  or  dock  warrants,  and  instruments 
of  credit  of  iJl  sorts,  is,  that  the  former  are  titles 
to  things^  the  latter  are  universally  claims  against 
the  person.  And  this  is  the  Pons  Asinorum  of 
political  economy.  (Bill  of  Exchange  ;  Bakk 
X^OTB ;  Bill  of  Ladikg  ;  Dock  Wakkart  ; 
Cbbdit.) 

At  p.  27  he  opens  out  against  the  circulation  of 
instruments  of  credit. — ^*  Mais  le  credit  de  pure 
circulation,  cette  fantasmagorie  industrielle  et 
financi^re,  qui  equivoque  des  ombres  sans  corps, 
et  qui  pourtant  les  rend  pesantes^  contradiction 
physiquement  insoluble,  et  qui  Tindustrie  nous 
prisente  n^anmoins  dans  ces  valeurs  purement 
nSgativeft^  qui  ne  sont  que  des  charges,  qui  n*ont 

i'amais  rien  produit,  et  ne  peuvent  rien  produire.** 
t  is  curious  that  M.  Cieszkowski  has  here  just  hit 
upon  the  right  expresssion  for  credit, — ^it  is  nefra- 
tive, — but  he  says  this  is  a  physical  impossibility. 
We  hope  we  have  shown  that  the  explanation  is 
perfectly  possible.    (Cbbdit.) 

At  p.  44  he  brings  forward  his  own  plan: — 
*'£h  bien,  des  titres  de  depots  r^els,  d*hypo- 
th^ques  engag^es,  enfin,  de  gages  actuel  de  toute 
esp^ce,  ^mis  en  circulation  sous  une  forme  g^n^- 
rale,  par  une  institution  universeUe  de  credit  (au 
lieu  du  papier  de  banque,  qui  n*est  que  eigney  ab- 
straction faite  de  ses  autres  d^fauts.**)  He  then 
compares  them  to  warrants : — '*  Les  warrants-l^L, 
dis-je,  circuleraient  ind^finiment,  puisque  leur 
destination  n*aboutirait  k  aucune  consommation, 
comme  cela  a  lien  pour  les  denr^es  commerciales; 
mais  qu*au  contraire,  c*est  leur  circulation  seule 
qui  constituerait  leur  usage  et  leur  destination. 
Ce  serait  done  une  monnaie  parfaitement  ana- 
logue ii  la  monnaie  m6tallique,  puisqu*elle  por- 
terait  en  elle-m^me  sa  garantie  epScude  et 
d6termin^e,  n*4tant  en  r6alit4  qu'un  fonds  r4el 
rendu  circulable.** 

Now  here  we  have  his  plan  clearly  explained. 
And  we  lament  to  say  that  Professor  Boccardo 
has  fallen  into  exactly  the  same  error.  He  in  his 
Elements  of  Political  Economy,  says  that  a  ware- 
house at  the  docks  which  gives  warrants,  is  like 
a  bank  which  issues  notes. 

This  error  is  of  the  most  fundamental  nature, 
and  of  most  momentous  consequence.  A  dock 
warehouse  and  a  bank  do  not  resemble  one 
another,  and  the  documents  issued  by  them  are 
fundamentally  distinct.  The  former  are  not  cre- 
dit, the  latter  are.  In  a  dock  warehouse  the 
goods  remain  the  absolute  propertv  of  the  de- 
positor, which  he  can  always  identify,  or  transfer 
to  any  one  else.  The  dock  master  has  no  pro- 
perty in  them.  Consequently  the  document  and 
the  goods  are  one  property,and  circulate  together. 

But  in  a  bank  the  case  is  totally  different.  The 
money  in  the  bank  is  the  absolute  property  of 
the  banker,  and  the  document  of  cr^t  only  is 
the  property  of  the  depositor,  who  has  no  right  to 
any  specific  money  whatever.  The  consequence 
is,  that  the  money  and  the  document  are  two 
properties,  and  circulate  ipdependently  of  one 
another. 


The  consequences  of  this  are  very  important. 
Bills  of  laduig  and  dock  warrants  have  no  value 
of  themselves,  but  instruments  of  credit  are 
articles  of  separate  and  independent  value,  like 
any  other  exchangeable  property.  The  value  of 
all  the  bills  of  ladhig  and  dock  warrants  in  Eng- 
land is  simply  nothing.  The  value  of  all  the 
forms  of  credit  cannot  be  less  than  £600,000,000, 
at  the  lowest  computation.  And  this,  as  every 
lawyer  knows,  is  separate,  exchangeable  property, 
just  like  any  other. 

The  bills  of  lading  or  dock  warrants  are  in  no 
way  auxiliary  or  subsidiary  to  the  metallic  cur- 
rency, or  substitutes  for  it,  whereas  credit  is 
always  auxiliary  or  subsidiary  to,  or  a  substitute 
for  money. 

Consequently  the  institutions  proposed  by  M. 
Cieszkowski  would  not  be  institutions  of  credit  at 
all;  and  the  excellent  Economist,  Professor 
Boccardo,  must  have  been  imitating  the  father  of 
poetry  in  one  of  his  nodding  fits,  when  he  could 
suppose  that  a  Dock  Warehouse  was  an  institu- 
tion of  credit  like  a  Bank. 

Now  the  documents  issued  as  M.  Cieszkowski 
proposes,  must  have  some  value  in  money  ex- 
pressed on  them.  It  would  be  impossible  for 
them  to  circulate  unless  some  attempt  were  made 
to  fix  the  value  of  the  property  they  represented. 
A  title  to  land  would  require  to  have  the  value  of 
the  land  expressed  upon  it,  and  so  on  of  other 
things. 

But  what  is  this  but  John  Law*8  identical 
scheme  P  His  plan  was  to  coin  into  money  aU  the 
property  in  the  kingdom,  which  is  exactly  M. 
Cieszkowski's  plan,  and  that  of  many  others.  At 

£,  131,  he  bestows  the  highest  commendation  on 
aw. 

Now  what  do  the  excellent  Economists  men- 
tioned above  say  to  thisP  They  all  mention  Law 
with  the  utmost  horror,  and  yet  by  approving 
and  adopting  M.  Cieszkowski's  ideas,  they  are 
absolutely  adopting  Law.  We  earnestly  implore 
of  them  all  to  re-consider  the  fatal  doctrines  they 
have  so  unadvisedly  been  led  to  sanction. 

CINGINNATUS.    Pseudonym. 

A  letter  to  the  Right  Honorable  Lord  North, 
recommending  a  new  mode  of  taxation^  through 
which  vice  may  he  checked,  and  (he poor  he  relieved, 
London,  1770. 

Remarks  on  the  AnJti'  Com  Law  mania.  London, 
1846. 

Terms  of  condliaiion,  or  cowdderations  on  a 
Free  Trade  in  Ireland.    London,  1779. 

CIBCITLATING  MEDIUM.  The  term  cir^ 
adating  medium  is  used  by  all  Economical  writers 
as  synonymous  with  currency  ,*  we  therefore  refer 
to  the  article  Cubbbngt  for  a  full  treatment  of  the 
subject. 

This  term  came  into  common  use  in  the  last 
decade  of  the  last  century,  as  we  leam  from 
Mr.  Fox,  and  Mr.  Fortune.    (Fobtuhe.) 

We  shall  not  examine  here  the  various  opinions 
which  have  been  held  as  to  the  meaning  of  the 
word  currency,  or  circulating  medium,  as  that  is 
folly  done  under  the  former  term.  We  will  only 
say  here  that  every  scientific  analogy  shews  that 
the  term  circulating  medium,  must  signify  the 
medium,  or  means  by  which  the  operation  of  cir« 
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cnlation  is  effected.    What  circulation   is,  we 
have  explained  in  the  following  article. 

This  point  deserres  attention,  because  it  is  by 
no  means  uncommon  to  suppose  that  circulating 
medium  means  the  medium  which  circulates  itself, 
and  those  who  give  it  that  interpretation  are  apt 
to  confine  it  to  money  and  Bank  notes,  because 
those  two  agents  are  more  commonly  seen  in 
general  circulation.  This  question  is  by  no  means 
of  small  Importance,  because  there  are  many 
other  instruments  of  credit  besides  Bank  Notes, 
which  cu'culate  commodities,  but  which  do  not 
enter  into  general  circulation.  And  there  has 
arisen  a  strong  division  of  opinion  among  recent 
Economists,  whether  any  other  forms  of  credit 
besides  Bank  Notes  are  to  be  included  under  the 
title  currency,  or  circulating  medium. 

Now  it  appears  to  us  that  scientific  analogy  is 
decisive  on  this  point.  In  scientific  language  a 
medium  invariably  means  something  by,  or 
through,  which  something  else  is  done.  Hence 
we  have  only  to  consider  the  means  or  agent 
which  causes  circulation,  and  then  we  have  at 
once  the  extent  of  the  circulating  medium.  Now 
it  is  quite  clear  that  other  forms  of  credit  besides 
Bank  Notes  circulate  commodities,  and  conse- 
quently that  money  and  credit  in  all  its  forms 
constitute  the  circulating  medium.  The  differ- 
ences in  the  forms  of  credit  are  only  differences 
in  degree,  and  not  in  kind. 

It  will  assist  us  also,  to  see  in  what  light  the 
French  Economists  interpret  the  expression  cir- 
culating medium.  Now  they  always  interpret  it 
by  the  expression  Vagent  de  la  circulaHony  which 
exactly  agrees  with  what  we  have  said  above. 

We  may  also  illustrate  this  view  bjr  another 
case.  A  newspaper  is  also  called  a  circulating 
medium.  Of  what  is  it  the  circulating  medium  ? 
Of  intelligence.  And  it  is  not  called  the  circula- 
ting medium  of  news  because  it  circulates  itself, 
but  because  it  circtdaies  news.  In  the  indictment 
against  Joseph  Grerrald,  in  one  of  the  famous  trials 
for  sedition  in  1794,  he  is  charged  (HowelFs  State 
Trials.  Vol.  XXIU.  p.  815)  with  making  sedi- 
tions speeches,  the  substance  of  which  was 
"  published  in  a  newspaper  published  at  Edin- 
burgh, intituled  '  The  Edinimrgk  Gazetteer,'^  and 
through  that  medium  circulated  among  the  lieges." 
Here  we  have  the  exact  analogy.  What  was  the 
circulating  medium?  The  newspaper.  Why 
was  it  called  so  ?  Because  it  was  the  medium 
through  which  the  seditious  matter  Was  circulated 
among  the  lieges.  Was  it  called  so  because  it 
circulated  itself?  Certainly  not;  because  if  it 
had  been  posted  up  on  a  wall,  and  had  been  read 
by  people  standing  still,  it  would  still  have  circu- 
lated the  intelligence,  without  circulating  itself. 
How  it  circulated  the  intelligence  was,  therefore, 
a  matter  of  secondary  consideration,  though  it 
usually  happens  that  newspapers  do  circulate 
themselves  as  well. 

It  is  just  the  same  with  the  circulating  medium 
of  commodities.  How  it  performs  its  duty  is  a 
matter  of  secondary  consideration.  It  is  certainly 
true  that  money  and  bank  notes  circulate  them- 
selves, as  well  as  circulating  commodities,  a  Bill 
of  Exchange  in  a  less  degree.  But  there  are  also 
other  forms  of  credit  besides  these,  which  circu- 
late commodities  without  entering  into  general 
circulation  themselves.      And  these  ai'e  book 
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credits,  or  book  debts.  What  the  amount  of  these 
may  be  is  of  course  beyond  any  one's  power  to 
say.  In  all  probability  they  exceed  the  amount 
of  bills  and  notes  in  circulation  by  many  times. 

Now  these  book  credits  are  manifestly  of  the 
same  nature  as  Bills  of  Exchange,  only  they  are 
not  put  into  a  form  to  circulate  themselves.  But 
it  is  clear  that  they  arise  out  of  the  transfer  of  a 
commodity,  just  as  a  Bill  of  Exchange  does,  and 
it  follows  from  the  preceding  considerations  that 
they  form  a  part  of  the  circulating  medium  of  the 
country.    (Curbbngt.) 

CIBCULATION.  In  its  early  stages  com- 
merce was  carried  on  by  a  direct  exchange  of 
articles  which  were  reciprocally  wanted,  and  in 
this  form  it  is  usually  called  Babtbk,  or  sometimes 
Exchange.  The  excessive  inconvenience  of  this 
is  too  well  known  to  need  description  here.  An 
intermediate  merchandize  was  then  introduced 
called  money^  and  transactions  in  which  money  is 
used  are  not  called  barter,  but  Sales. 

Aristotle  long  ago  pointed  out  the  true  character 
of  money.  He  says  (Aristotle^  that  when  a 
person  has  done  some  service,  ana  wants  no  im- 
mediate return  for  it,  he  must  receive  something 
by  way  of  pledge  that  he  shall  receive  something 
in  exchange  at  a  future  time  when  he  requires  it. 
And  that  pledge,  which  is  the  record  and  the 
measure  of  the  service  due  to  him,  is  called 
Monet. 

A  transaction  in  which  any  commodity  or  ser- 
vice is  exchanged  for  money,  instead  of  an  equi- 
valent, has  been  weU  called  by  J.  B.  Say  (Sat,  J. 
B.)  a  demi-exchange.  And  the  conveniences  of 
this  method  of  conducting  commerce  so  greatly 
preponderate  over  those  of  direct  exchange,  or 
bai'ter,  that  commerce  is  now  almost  entirely 
resolved  into  these  demi-exchanges  or  sales. 
(Ceedit  ;  Curbbngt). 

And  this  is  the  proper  meaning  of  the  word 
C1RCU1.AT10N.  Barter  or  Exchange  is  where  two 
services  of  any  kind  are  exchanged  directly. 
Sale,  or  demi-exchange,  or  circulation,  is  when 
any  service  is  exchanged  for  some  intermediate 
merchandize,  which  wfll  enable  its  owner  to  ob- 
tain some  service  in  exchange  for  it  at  some  future 
time. 

Hence  we  see  the  character  of  money.  It  is 
an  instrument  of  General  Cbedit.  It  is  taken 
in  exchange  for  any  service  because  the  person 
who  does  so  believes  he  can  obtain  something  in 
exchange  for  it  at  a  future  time,  when  he  pleases. 
And  as  it  is  the  instrument,  or  medium,  by 
which  circulation  is  effected  it  has  also  been 
called  Circulating  Medium,  (Ciegulating 
Medium). 

Money,  we  thus  see,  is  general  credit.  But 
money  is  not  the  only  circulating  medium.  The 
seller  of  a  service,  instead  of  demanding  money 
for  it,  may  rest  contented  with  the  simple  promise 
of  his  debtor  to  pay  him  at  a  future  time.  This 
promise,  it  is  clear,  is  only  a  pledge  from  the  in- 
dividual debtor,  it  is  therefore  only  particular 
credit.  But,  nevertheless,  it  is  of  the  same  nature 
as  money,  only  it  is  a  lower  degree.  The  ohliga* 
Hons  to  pay  may  be  recorded  on  paper,  and  may 
be  exchanged  for  services,  and  are  capable  of 
circulating  commodities. 

These  obligations  to  pay  ar«  in  two  forms, 
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orders  to  pay,  and  promUes  to  pay,  and  are  of 
diflRerent  sorts.  But  they  are  known  by  the 
general  name  of  instruments  of  Crbpit.  The 
subject  of  Credit  forms  a  very  subtle  branch  of 
Law  and  Political  Economy,  and  is  developed 
under  the  article  Cbbdit.  It  is  clear  from  what 
has  been  said,  that  circulation  is  effected  by  money 
and  instruments  of  Credit  of  all  sorts,  and  there- 
fore money  and  credit  form  theciixulating  medium, 
or  currency.    (Ctjbrenct.) 

The  word  circtdaUan  is  also  used  very  impro- 
perly, to  mean  notes  issued  by  a  banker.  This  is 
an  inaccuracy  of  a  similar  nature  to  that  by 
which  currency  is  used  to  signify  money.  It  is 
not,  however,  so  firmly  established  yet  in  common 
usage  as  the  latter  one. 

It  is  one  of  the  most  objectionable  terms  in  use. 
To  call  the  notes  which  circulate,  the  circula- 
tion, is  as  gross  a  confusion  of  idea  as  to  call  a 
wheel  a  rotation^  and,  in  fact,  involves  the  same 
error  as  to  confound  a  force  with  its  effect. 

It  is  clear  from  what  has  been  stated  above, 
that  every  transfer  of  money  in  commerce  calls 
forth  something  in  exchange  for  it,  and  is  conse- 
quently an  act  of  circulation,  and  the  amount  of 
the  total  transfers  of  currency  which  take  place 
is  properly  called  the  Cibcujlation.  Hence,  a 
single  piece  of  jnoney  may  add  considerably  to 
the  circulation,  for  every  time  it  is  transferred,  it 
18  an  addition  to  the  circulation,  though  it  is  no 
increase  of  the  currency.  The  words  currency 
and  circulation,  therefore,  clearly  mean  different 
tilings ;  the  one  is  the  substance  itself,  and  the 
other  is  the  amount  of  transfers  from  hand  to 
hand.  It  is  also  clear  that  the  currency  and  the 
circulation  do  not  bear  any  fixed  relation  to  one 
another  for  there  may  be  a  large  amount  of  cur- 
rency in  a  country,  yet  if  the  industrial  operations 
be  few,  there  will  be  a  small  circulation.  On  the 
other  hand,  there  may  be  a  small  amount  of  cur- 
rency, yet  if  the  people  be  active  and  industrious, 
it  will  pass  frequently  from  hand  to  hand,  and 
there  will  be  large  circulation. 

The  distinction  then,  between  cnrrenqy  and 
circulation,  is  analogous  to  that  between  a  body  in 
motion,  and  its  momentum,  or  its  weight  multi- 
plied by  its  velocity,  which  is  its  effect  If  a 
body  of  100  pounds  weight  move  with  a  velocity 
which  we  ma^  call  1,  its  momentum  will  be  100. 
Now  if  we  duninish  the  weight  to  50,  but  can 
double  the  velocity,  the  momentum  will  still  be 
100  the  same  as  before.  The  operation  of  the 
currency  is  precisely  analogous  to  this.  Its  use- 
ful effect  is  the  result  of  its  combined  amount  and 
rapidity  of  circulation,  which  we  call  the  Cibcu- 
XiATioH.  If  two  transfers  of  £60  take  place  in 
the  same  time  that  one  transfer  of  £100  takes 
place,  the  usefU  effect,  or  circulation,  will  be  the 
same.  Thus,  let  us  suppose  that  in  any  given 
time  A  has  a  transaction  with  B  to  the  amount  of 
£100,  out  of  which  profits  arise.  Then  if  during 
the  same  time  A  had  a  transaction  with  B  to  the 
amount  of  £50,  with  a  proportional  profit,  and  B 
had  a  transaction  with  C  to  the  amount  of  £50, 
with  a  similar  profit,  it  is  clear  that,  the  two 
transfers  of  the  £50  in  the  same  time  as  the  one 
transfer  of  the  £100,  are  equally  advantageous  to 
the  community  at  large. 

The  effect  of  the  circulation  of  money  is  some- 
times apt  to  be  overlobked,.becanse  it  passes  from 
hand  to  hand  without  any  record  being  marked 


on  the  face  of  it  to  denote  how  many  transfers  it 
has  effected.  But  when  circulation  is  carried  on 
by  means  of  bills  of  exchange,  its  effect  is  more 
clearly  seen,  because  it  is  usual  for  every  one  who 

? asses  away  a  bill  of  exchange,  to  indorse  it. 
'hus  a  record  is  preserved  of  the  number  of 
transfers  it  has  effected. 

Now  it  is  held  in  law  that  every  indorsement 
is  equivalent  to  a  fresh  drawing ;  thus  every  bill 
of  exchange  includes  within  itself  in  reality,  as 
many  bills  as  there  are  indorsements,  and  this 
is  just  what  we  have  explained  to  mean  Cibcd- 
uLTioN.  The  total  useful  effect  of  the  bill  of 
exchange  in  commerce,  therefore,  is  estimated  by 
the  amount  of  the  bill  multiplied  by  the  number 
of  indorsements  on  it.  And  it  is  clear  that  a  bill 
of  exchange  of  £100,  with  twenty  indorsements 
on  it,  has  in  reality  done  a  duty  equivalent  to 
twenty  bills  for  £100,  with  only  one  indorsement. 
Because  each  of .  the  twenty  persons  through 
whose  hands  the  bill  passed  might  have  given  a 
new  bill  instead  of  passing  on  the  old  one.  For- 
merly the  whole  circulation  of  Lancashire  was 
carried  on  by  means  of  bills  of  exchange,  which 
had  sometimes  as  many  as  150  Indorsements  on 
them  before  they  were  paid.  It  is  clear  that 
these  bills  had  produced  the  same  effect  in  com- 
merce as  150  separate  bills  to  the  same  amount. 
Hence  the  momentum  or  nseful  effect  of  one  bill 
which  passes  through  150  transfers  is  equivalent 
to  that  of  150  bills  of  similar  amount  which  pass 
through  only  one  transfer. 

Now  it  is  clear  that  the  very  same  arguments 
apply  to  money,  and  that  its  useful  effect,  or 
momentum,  or  circulation,  is  measured  by  its 
amount  multiplied  into  the  number  of  its  transfers. 
Just  as  the  useful  effect  of  a  merchant  vessel  Is 
measured  by  the  amount  of  goods  she  carries, 
multiplied  int<i  the  number  of  voyages  she  makes. 
One  vessel  which  makes  ten  voyages  produces 
the  same  effect  as  ten  vessels  which  make  one 
voyage. 

These  considerations  give  a  simple  explanation 
of  the  apparent  paradox  we  mentioned  under 
Capital,  §  100,  that  every  tnan^e  income  is  paid  out 
of  the  income  of  some  one  else. 

Let  us  suppose  that  A  has  a  sum  of  money  and 
wants  something  in  the  way  of  B*s  business.  He 
deals  with  him,  and  pays  him  money.  Fart  of 
the  price  goes  to  replace  B*s  capital,  and  part 
to  form  his  income.  B  then  having  thus  made 
an  income  from  his  dealing  with  A,  wants  some- 
thing from  C,  and  pays  him  for  it.  That  payment 
goes  partly  to  replace  C's  capital,  and  partly  to 
form  his  income.  C  thus  having  made  an  income 
by  dealing  with  B,  wants  somethuig  from  D,  and 
pays  him  for  it ;  that  payment  goes  partly  to  re- 
place D*s  capital  and  partly  to  form  an  income. 
D  in  a  similar  way  deals  with  £,  and  E  with  F, 
and  F  with  G,  and  so  on,  till  we  come  to  Z.  Then 
Z  wants  something  from  A,  and  deals  with  him, 
and  thus  the  money  comes  back  again  to  A,  and 
is  ready  to  perform  a  similar  circuit  in  endless 
succession;  and  it  is  this  successive  transit  of 
money  through  the  various  hands  that  gives  them 
then:  income.  Thus  the  proposition  is  manifest. 
This  explains  how  the  incomes  of  the  people 
of  this  country  are  paid  by  comparatively  a  small 
sum  of  money.  The  incomes  of  the  people  are 
supposed,  not  to  be  less  than  1,000  millions,  and  yet 
there  are  not  supposed  to.  be  more  than  60  or  70 
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millions  of  specie  in  the  conntiy,  if  so  mach. 
How  then  can  1000  millions  of  income  be  paid 
with  70  millions  of  specie  ?  Simply  by  the  circa- 
lation  or  transit  of  the  specie  from  one  person  to 
another.  The  very  same  pieces  of  money  become 
income  to  a  haudred  persons  in  succession  by  the 
act  of  circulation.  A  piece  of  money  that  passes 
through  one  hundred  hands  in  commerce  calls 
forth  a  separate  article  of  value  on  each  transfer, 
and  thus  calls  forth  100  times  its  own  value;  and 
it  is  out  of  these  snccessive  creations  of  value  that 
income  arises. 

Hence  the  apparent  paradox  vanishes,  and  it 
appears  that  £1  may  call  forth  £100  of  profit  in 
the  community  by  a  sufficient  rapidity  of  circn- 
lation,  and  each  of  these  profits  may  be  taxed. 

CLABENDON,  B.  Y. 

A  sketch  of  ike  revenue  and  finances  of  Ireland^ 
and  of  the  appropriated  funds^  loans,  and  debt  of 
the  nation  from  the  commencements  London, 
1791. 

OLABE,  WHLIAH. 

Thoughts  on  the  commutation  or  abolition  of 
Tithes.    Bath,  1815. 

Thoughts  on  the  management  and  relief  of  the 
poor.    Bath,  1815. 

OLABB;  MATTHEW  ST.  CLAIBi  AND 
D.  A.  HALL. 

Legislative  and  documentary  history  of  the  Bank 
of  the  United  States;  including  the  original  Bank 
of  North  America,    Washin^n,  1 832. 

OLABXE,  THOMAS  BBOOEE. 

The  case  of  Ireland ;  setting  forth  various  diffi- 
culties experienced  in  its  commercial  intercourse 
with  Cheat  Britain  since  the  Union.  London, 
1802. 

The  political^  commercial,  and  civil  state  of 
Ireland.    London,  1799. 

A  statistical  view  of  Germany.    London,  1790. 

A  survey  of  the  strength  and  opulence  of  Great 
Britain.    London,  1801. 

CLABEE.  WILLIAM,  M.A.,  Prebend  of 
Chichester  CfathedraL 

The  connection  of  the  Romany  JSaxoUj  and 
English  coins,  deduced  from  observations  on  the 
Saxon  weights  and  money.    London,  1767. 

CLABESOIT  THOMAS,  who  may  be  called 
the  patriarch  oi  negro  emancipation,  was  bom  at 
Wisbeach,  in  1760.  His  father  wis  a  clergyman 
and  master  of  the  free  grammar  school  there.  He 
was  educated  at  St.  PauPs  Scbool,  London,  and 
St.  John's  College,  Cambridge,  where  he  gained 
the  first  prize  for  a  Latin  dissertation  proposed 
to  the  middle  bachelors.  The  next  year,  in  1785, 
the  subject  offered  as  a  prize  for  senior  bachelors 
was,  Anne  liceat  invitos  in  servitutem  daref 
ClariEson  gained  this  prize  also,  and  he  was  so 
horrified  and  excited  at  the  atrocities  he  read  of 
as  being  perpetrated,  that  he  resolved  to  devote 
himself  for  life  to  the  abolition  of  the  Slave  Trade. 
Seldom  has  an  idea  conceived  by  so  humble  an 
individual  been  followed  out  with  such  perse- 


vering ardour,  and  crowned  with  such  glorious 
success.  Having  become  acquainted  with 
Wilberforce,  he  made  the  first  motion  in  the 
House  of  Commons  in  1787,  and  after  20  years 
of  agitation,  their  efforts  were  rewarded  in  1807 
by  the  prohibition  of  the  Slave  Trade.  After  26 
years  more,  the  further  triumph  was  obtained  of 
the  total  abolition  of  Slavery  in  the  British  do« 
minions.  Clarkson  had  the  happiness  of  living 
to  see  this  glorious  consummation  of  his  labors. 
He  died  26th  September,  1846.  Probably  there 
is  no  other  instance  of  a  University  prize  essay 
having  led  to  such  benefits  to  humanity. 

An  essay  on  the  slavery  and  commerce  of  the 
human  species.    London,  1788. 

The  history  of  the  rise,  progress,  and  accomplish' 
ment  of  the  ahoUtion  of  the  Slave  Trade*  London, 
1808. 

OLABESON,  WILLIAM. 

An  enquiry  into  the  causes  of  the  increase  of 
Pauperism  and  Poor  rates,  §(x.    London,  1815. 

CLAVIEBE.  ETIENNE9  was  bom  at  Geneva, 
27th  January,  1734,  where  he  became  a  banker. 
In  1791  he  was  elected  to  the  Assembly,  and  was 
for  a  short  time  minister  of  finance.  He  belonged 
to  the  Girondin  party,  and  was  involved  in  their 
fate.  To  avoid  execution  he  destroyed  himself 
8th  December,  1793. 

Opinions  dun  criancier  de  Tetat,  sur  quelques 
matieres  de  finances  importantes  dans  le  moment 
actueL    Londres,  1789. 

Lettres  icrites  a  M.  Cerutti  sur  les  prochains 
arrangemens  de  finance,  Trois  pwlications, 
Paris,  1790. 

Observations  sommaires  sur  le  projet  dune 
refonte  ghiSrale  des  numnaies.    Paris,  1790. 

RipcmsedeM,  C.d  M  *  *  dSputi d  V AssemhlSe 
Nationale,  concemant  les  Assignats.    Paris,  1790. 

A  VAssembUe-  Nationale  sur  les  finances.  Paris, 
1791. 

Pitition  faite  a  VAssembUe  Nationale  sur  le 

rembursement  des  criances  publiques  non  vM^ 

fiSes,  et  sur  le  paiement  des  domains  nationaux  en 

assignats  et  espies  effectives  de  6me  Novembre, 

1791.    Paris,  1791. 

Reflexions  sur  les  formes  et  les  prineipes  aux 
quels  une  nation  Ubre  doitassi^eter  T administration 
des  finances.    Paris,  1791. 

Adresse  de  la  Societe  des  Amis  des  Noirs  d 
VAssembUe  Nationale.    Paris,  1791. 

De  la  conjuration  contre  les  finances,  et  des 
mesures  pour  en  arreier  les  effets.    Paris,  1792. 

Du  numeraire  metallique ;  oudela  necessiU  dune 
prompts  refonte  des  monnoyes,  jrc.    Paris,  1792. 

Memoire  lu  d  la  Convention  Nationale  le  5me 
Octobre,  1792. 

RSponse  d  la  lettre  de  Jf.  Montesquiou  sur  une 
icrit  tntituU,  De  la  conjuration  contre  les  finances, 
Paris,  1792. 

CLAT,  JOHN,  of  Oxford. 

A  free  trade  essential  to  the  welfare  of  Great 
Britain,  or  an  inquiry  into  the  cause  of  the  present 
distressed  state  of  the  country.    London,  1819. 

CLAT,  WILLIAM,  SIB,  Baronet. 

Remarks  on  the  expediency  of  restricting  the 
issue  of  Promissory  Notes  to  a  single  issuing  body, 
London,  1844. 
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CLAYTON,  DAVID. 

A  tthort  system  of  trade^  or  an  account  of  what 
in  trade  must  necessarily  be  advantageous  to  the 
nation^  and  what  must  of  consequence  he  deirimentaL 
London,  1719. 

CLAYTON,  JOHN,  Solicitor. 

Observations  on  the  proposed  decimal  coinage. 
London,  1856. 

CLEABING  HOUSE.  Boisgnillebert,  in  his 
Dissertation  sur  la  natifre  des  richesses^  a  work 
whidi  well  deserves  attention  from  its  being  one 
of  the  ablest  of  the  early  treatises  against  the  mer- 
cantile theory,  mentions  the  fair  at  Lyons,  where 
it  was  customary  for  the  merchants  to  balance 
their  debts  without  the  payment  of  money.  This 
custom,  we  believe,  began  in  the  16th  century. 
There  was  a  great  annual  fair  at  Lyons,  and  the 
French  merchants,  instead  of  making  their  bills 
payable  every  three  months  or  so,  by  which  they 
would  have  had  to  keep  a  stock  of  bullion  ready 
to  meet  them  and  unemployed,  made  them  pay- 
able only  at  the  fieur  of  Lyons.  The  biUs  circu- 
lated throughout  the  country,  and  got,  perhaps, 
covered  with  indorsements.  At  a  certain  period 
during  the  fair,  the  merchants  met  for  a  general 
settlement  and  adjustment  of  accounts,  and  Bois- 
guillebert  says  that  by  this  means  transactions 
to  the  amount  of  80,000,000  were  settled  without 
the  use  of  a  sou  in  money. 

The  Clearing  House  of  London  is  instituted  to 
perform  the  same  service  to  bankers  as  this  cus- 
tom of  the  merchauts  at  Lyons. 

The  first  plan  of  the  kind  in  this  coontry  was 
carried  out  at  Edinburgh.  For  a  considerable 
period  there,  the  rival  banks  used  to  do  all  they 
could  to  injure  each  other.  It  was  no  uncommon 
thing  for  them  to  collect  a  large  quantity  of  each 
other*s  notes  and  suddenly  present  them  for  pay- 
ment, in  the  hope  of  ruining  their  rivals.  At  last, 
however,  they  became  sensible  that  tiiis  undigni- 
fied conduct  was  mutually  injurious,  and  they 
agreed  that  they  should  meet  twice  a  week,  and 
adjust  their  respective  claims,  and  that  they  should 
make  no  demand  for  money  on  each  other,  ex- 
cept at  these  times.  In  1775  the  London  bankers 
established  a  similar  daily  custom  among  them- 
selves. 

We  may  exphdn  the  advantages  and  the  opera- 
tion of  the  Clearing  House  in  somewhat  greater 
detail  to  our  readers. 

Every  London  banker  has  every  morning 
claims  against  all,  or  at  least,  most,  of  his  neigh- 
bours, and  of  course  he  has  to  meet  claims  from 
them.  It  used  to  be  the  custom  for  every  banker, 
the  first  thing  in  the  morning,  to  send  out  a  num- 
ber of  clerks  to  collect  the  debts  which  were  due 
to  him  from  his  neighbours,  who,  of  course,  were 
obliged  to  keep  cash  or  notes  to  meet  them.  He, 
in  a  similar  way,  was  obliged  to  keep  a  large 
amount  of  cash  or  notes  to  meet  his  neighbours* 
claims  against  him.  The  consequence  of  this  was 
very  manifest — a  very  useless  necessity  for  a  very 
large  quantity  of  money.  To  show  how  this  was, 
let  uk  take  an  example.  Of  course  as  the  clerks 
collected  debts  due  from  many  bankers,  it  would 
be  impossible  to  tell  whether  the  claims  of  any 
two  were  equal  until  the  accounts  were  brought 
in.    But  suppose,  for  example,  that  banker  A 


had  a  claim  i^;ainst  banker  B  for  £10,000 ;  and 
banker  B  had  a  claim  against  banker  A  for  an 
exactly  equal  amount.  S'ow  by  the  method  of 
collecting  just  detailed,  A*s  clerk  would  go 
and  get  £10,000  from  B,  and  B*s  clerk  would 
go  and  get  £10,000  from  A,  consequently  there 
would  be  nothing  but  a  payment  and  reception  of 
£10,000  on  each  side.  Consequently  to  adjust 
their  claims  £20,000  in  money  would  be  re- 
quired. 

The  least  observation  would  show  that  it  would 
be  a  much  more  sensible  thing  for  them  to  ascer- 
tain their  mutual  claims  against  each  other,  before 
they  b^an  to  pay:  It  is  clear  that  in  the  case 
supposed  above,  if  they  met  and  found  their 
mutual  claims  equal,  there  would  be  no  use  for 
any  money  at  all,  and  the  £20,000  so  uselessly 
kept  for  the  purpose  of  being  marched  backwards 
and  forwards  between  their  offices,  might  be  pro- 
fitably employed  in  trade,  and  become  a  bona  fide 
augmentation  of  capital. 

If  their  claims  were  not  mutually  equal,  of 
course  they  might  be  set  oif  against  each  other, 
and  only  the  balance  paid  in  cash. 

The  Clearing  House  as  originally  instituted  was 
for  this  purpose.  The  clerks,  instead  of  going 
round  to  the  different  bankers,  met  together  in  a 
room  and  set  off  their  different  claims  against 
each  other,  and  the  balance  was  paid  according 
as  it  happened  to  be  due.  It  is  stated  in  the  Bul- 
lion Report  that  in  1810,  there  were  46  bankers 
who  cleared,  and  that  the  average  amount  of 
drafts,  passed  through  the  clearing  house  every 
day,  was  about  £4,700,000,  and  that  all  the 
balances  on  this  account  were  settled  by  £220,000 
in  Bank  Notes. 

This  institution  was  confined  to  the  private 
bankers.  The  Bank  of  England  was  not  amnitted 
to  it,  and  is  not  to  the  present  day.  For  twenty 
years  after  the  foundation  of  Joint  Stock  Banks, 
they  were  jealously  excluded  from  it,  until  in  1854, 
the  Intolerable  inconvenience  caused  to  them  by 
the  large  amount  of  notes  they  had  to  keep  idle 
to  meet  the  "charges,**  as  bankers*  claims  are 
called,  set  a  question  afloat  of  organizing  a  clear- 
ing house  among  themselves.  The  private  bankers 
then  agreed  to  admit  them  into  the  Clearing 
House. 

At  the  same  time  the  method  of  doing  business 
was  reorganized  and  improved.  The  different 
bankers  no  longer  settle  their  differences  inter  se 
with  cash,  and  by  the  present  mode  no  money  ac 
notes  at  all  are  used. 

The  present  method  of  conducting  business  Is 
as  follows : — 

Each  clearing  bank  opens  an  account  with  the 
Bank  of  England,  and  an  officer  has  been  appointed, 
called  the  Inspector  of  the  Clearing  House,  who 
also  has  an  account  with  the  Bank  of  England. 

The  bills  and  cheques  which  each  banker  holds 
on  the  other  clearing  banks  are  sorted  in  separate 
parcels,  and  at  10.30  a  clerk  from  each  bank  ar- 
rives at  the  Clearing  House.  He  delivers  to  each 
of  the  other  clerks  the  claims  he  has  against  his 
house,  and  receives  from  each  the  obligations  due 
from  his  own.  When  these  obligations  are  inter- 
changed, each  clerk  returns  to  his  own  bank. 
The  sameprocess  is  repeated  at  2.S0.  Each  bank 
has  till  4.45  to  decide  whether  it  will  honor  the 
drafts  upon  it ;  if  it  does  not  return  any  drafts 
upon  it  before  that  hour,  it  is  held  to  hare  made 
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itself  liable  on  ihem  to  the  Clearing  House.  At 
4.45  the  business  closes,  and  the  accounts  are 
made  up. 

Printed  lists  of  the  clearing  banks  are  made  out 
for  each  bank  with  its  own  name  at  the  head,  with 
the  word  "  debtor"  on  one  side  and  "  creditor  " 
on  the  other.  The  clerk  of  the  Clearing  House 
then  makes  up  the  accounts  between  the  banks, 
and  the  difference  only  is  entered  in  the  balance 
sheet  according  as  it  is  debtor  or  creditor  to  each 
bank  in  succession.  A  balance  is  then  struck 
between  the  debtor  and  the  creditor  columns,  I 


exhibiting  the  sum  due  from,  or  owing  to,  the  bank 
on  the  whole  of  its  transactions,  and  the  paper 
is  delivered  to  the  clerk,  who  takes  it  back  to 
his  own  bank. 

The  balance  is  not  then  paid  to,  or  received 
from,  the  other  banks  as  formerly,  but  it  is  settled 
with  the  Inspector  of  the  Clearing  House,  by 
means  of  a  species  of  cheque  appropriated  to  the 
purpose,  called  transfer  tickets. 

These  transfer  tickets  are  of  two  colours, 
white  and  green.  If  the  bank  is  debtor  on  the 
balance,  it  gives  a 
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London^ 
To  the  Casluer  of  the  Bank  of  England. 
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Be  pleased  to  transfer  from  our  account  the 
mmof 

and  place  it  to  the  credit  of  the  account  of  the 
Gearing  Bankers^  and  allow  it  to  be  drawn  for  by 
any  of  them  (with  the  knowledge  of  either  of  the 
Inspectors^  signified  by  his  cotmtersigning  the 
drafts.) 


A  TBAN8FEB  for  the  sum  of 

has  this  evening  been  made  at  the 
bank  from  the  account  of  Messrs, 
to /he  account  of  the  Clearing  Bankers, 

For  the  Bank  of  England, 
£ 


This  Certificate  has  been  seen  by  me. 


Inspector^ 


If  the  bank  is  creditor  on  the  balance  it  gives  a 

GREEN  TICKET. 

SETTLEMENT  AT  THE  CLEARING  P    SETTLEMENT  AT  THE  CLEARING 

HOUSE. 

Londoiij  186 

To  the  Cashier  of  the  Bank  of  England. 

BepUaud  to  c.«..t  a«r  ac^  the  sua,  of  f  ^  tt?'«^»l'^Z';«,  roith  the  sun,  of 

out  of  the  money  at  the  credit  of  the  account  of  the 
Clearing  Bankers, 


HOUSE. 
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r  out  of  the  money  at  the  credit  of  the  account  of  the 
^1  Clearing  Bankers. 


Seen  by  me, 


For  the  Bank  of  England, 


Injector  at  the  Clearing  House.     3ft     £ 


By  this  admirable  system  there  is  not  a  single 
bank  note  required  for  the  settlement  of  many 
millions  of  money  every  day. 

The  two  methods  which  London  bankers  have 
of  settling  their  mutual  claims  which  we  have 
described — by  collecting  the  charges  in  the  morn- 
ing, and  by  the  Clearing  House,  suggest  several 
important  reflections  upon  the  circulating  medium, 
the  Bank  Act  of  1844,  and  prices.  That  Act 
fixed  £14,000,000  as  the  limit  below  which  the 
requirements  of  business  would  probably  not 
permit  the  internal  circulation  to  fall.  But  that 
amount  was  fixed  with  reference  to  a  particular 
method  of  doing  business.  If  all  the  London 
bankers  were  admitted  into  the  Clearing  House, 
there  would  be  a  vast  amount  of  bank  notes  dis- 
engaged from  business,  and  they  would  either 
disappear  from  circulation  altogetheri  or  they 


might  be  employed  as  fresh  capital  in  discounts. 
On  the  other  hand,  supjposing  the  Clearing  House 
dissolved,  and  the  clearmg  banks  to  revert  to  tl;e 
barbarous  method  of  settling  their  mutual  claims 
practised  by  the  non-clearing  banks,  many  mil- 
lions of  bank  notes  would  be  required  for  no  other 
purpose  but  to  settle  their  mutual  claims.  How 
many  millions  would  be  necessary  we  cannot  say» 
Many  years  ago  it  was  stated  in  evidence  before 
the  House  of  Commons,  that  the  London  and 
Westminster  Bank  was  obliged  to  keep  £150,000 
in  notes,  idle  for  this  very  purpose;  considering 
that  there  were  then  upwards  of  60  banks  in 
London,  even  .supposing  that  they  were  on  an 
average  obliged  to  keep  half  that  sum  idle,  that 
would  make  a  difference  of  £4,000,000,  required 
according  to  the  different  methods  of  doing  busi- 
ness,   ^d  this  quantity  of  notes  would  lukve  no 
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effect  on  prices  or  basiness.  Cooseqnentljr  we 
observe  that  the  quantity  of  bank  notes  in  circn- 
lation  is  no  absolute  gnide  to  the  n^agnitnde  of 
transactions  can-ied  on,  nor  to  prices. 

At  the  beginning  of  1860,  a  Clearing  Honse  was 
instituted  for  country  bankers. 

CLEEElACi  ESTIENNE,  an  advocate  of  Bor- 
deaux, in  the  17th  century,  piLbliBhed  a  work  in 
which  details  are  given  of  the  Bank  of  Venice, 
which  we  have  not  been  able  to  see. 

CLELAND,  JAMES,  LL.D. 

Enumeration  of  the  inhabitants  of  the  City  of 
Okugowy  and  Counb/  of  Lanark^  for  the  govern- 
ment  census  o/ 1 83 1 .    Glasgow,  1 832. 

The  rise  and  progress  of  the  City  of  Qlaegow, 
Glasgow,  1820. 

OLEHENOEAUX,  BENJAMIN. 

Propositions  ghUrales  svr  les  propriites  et 
T usage  de  Veau.    Paris,  1804. 

CLEMENT,  AMBBOISEy  bom  at  Paris,  21st 
March,  1805.  Secretary  to  the  mairie  of  St. 
Etienne. 

Recherches  sur  les  causes  de  Vindigence.  Paris, 
1846. 

Des  nouvelles  idSes  de  reforme  industrielle,  et  en 
partictdieTj  du  prqjet  ^organisation  du  travail  de 
M.  Louis  Blanc,    Paris,  1848. 

CLEMENT,  PIEBBE,  bom  at  Draguignan, 
the  2nd  June,  1809*  An  official  in  the  depart- 
ment of  finances. 

Histoire  de  la  vie  et  de  V administration  de 
Colbert    Paris,  1846. 

This  work  was  crowned  by  the  French  Academy 
in  1848.  Le  gouveruement  de  Louis  XIV,  ou  la 
cours^  T  administration^  les  finances,  et  le  commerce 
de  1683  •  1689.    Paiis,  1848. 

Jacques  Cceur  et  Charles  VII,  ou  la  France  au 
XVmesiecle,    Paris,  1852. 

Histoire  du  systime  protecteur  en  France  depute 
le  ministere  de  Colbert  jusqu*  a  la  revolution  de 
1848.     Paris,  1853. 

Etudes  fhiancieres  et  dSconomie  sociale,  Paris, 
1855. 

CLEMENT  DE  BOISST,  A.  ALEXANDRE. 

Suppression  de  la  mendiciti,    Paris,  1790. 

CLEMENTE,  AFBICO. 

Trattato  delV  agricoltura.    YenetisB,  1572. 

CLEMENTS,  Viscount. 

The  present  poverty  of  Ireland  convertible  into 
the  means  of  her  improvement  under  a  well  ad- 
ministered  Poor  Law, 

CLERMONT  TONNERRE,  STANISLAUS 
DE,  Count. 

Opinion  sur  la  propriSti  des  biens  du  clergS, 
Pans,  1801. 

CLIBBON,  EDWARD. 

American  prosperity,  an  outline  of  the  American 
debt,  or  banking  system.    London,  1 837. 


CLOTTON,  HENRT,  Colonel. 

The  best  possible  government  at  the  least  possible 
cost,  impossible  until  commerce  is  reguLatea.  Lon- 
don, 1857. 

CLI8S0LD,  HENRT. 

Prospectus  of  a  central  national  institution  of 
home  colonies,  designed  to  instruct  and  employ  tin- 
occupied  poor  on  waste  lands  in  spade  husbandry, 
London,  1830. 

CLODinS,  CHRISTIAHnS  CONRADUS. 

De  nummorum  Ebraicorum  inscriptiambus  Sa^ 
maritanis.    Helmstadii,  1712. 

CLUGNT  de  NUIS,  J.  E.  RERNARD. 

Compte  rendu  pour  Vannie,  1776.  ' 

COAD,  JOSEPH 

A  new  plan  of  taxation.    London,  1807. 

CORRET,  WILLIAM.  This  remarkable  man 
was  bom  in  March,  1762,  the  son  of  a  former,  at 
Famham,  in  Surrey.  He  is  not  of  sufficient  im- 
portance in  an  economical  point  of  view  for  us  to 
give  details  of  his  strange  career,  but  we  may 
mention  that  in  his  Politick  Register,  he  constant- 
ly and  strenuously  maintained  the  depreciation  of 
the  Bank  Notes  from  the  year  1803,  during  seven 
years  before  the  appointment  of  the  Bullion  Com- 
mittee, and  six  years  before  Rlcardo  sounded  the 
alarm  in  the  pamphlet  which  brought  him  into 
public  notice.  This,  among  other  things,  made 
him  an  object  of  hostility  to  a  certain  party.  He 
also  claims  to  have  exposed  the  falLeu^y  of  the 
sinking  fund,  which  was  supposed  to  have  worked 
such  marvels,  considerably  before  Dr.  Hamilton, 
who  has  usually  the  credit  of  it.  Cobbett  died  on 
the  18th  June,  1835. 

Paper  against  Oold;  or  the  history  and  mystery 
of  the  Bank  of  England,  of  the  Debt,  of  the 
Stochs,  of  the  Sinking  Fund,  and  of  all  the  other 
trichs  and  contrivances  carried  on  by  the  means  of 
Paper  Money.    London,  1828. 

This  is  the  reprint  of  a  series'  of  twenty-nine 
letters  Cobbet  addressed  to  the  public,  from  the 
30th  August,  1810,  to  the  2nd  August^  1811,  on 
the  subject  of  the  depreciation  of  tbyp  Bank  Note, 
just  after  the  presentation  of  the  Bullion  Report. 
Though  rather  tedious  and  wordy,  owing  probably 
to  their  being  in  the  form  of  letters  published  at 
intervals,  they  show  a  very  thorough  maatery  of 
the  subject,  except  on  one  or  two  points,  and 
exhibit  all  the  author's  power  of  pungent  reason* 
ing  and  sarcasm.  They  contain  much  interest- 
ing and  authentic  information  of  the  state  of 
things  then  existing,  and  should  be  read  by  all 
wishing  to  form  a  judgment  of  that  period. 

CobbeCs  legacy  to  laborers ,-  or  what  is  the  right 
which  the  Lords,  Baronets,  and  Squires  have  to  the 
land  of  England.    London,  1834. 

CORDEN,  RICHARD.  The  specious  plansU 
bilities  of  protection  to  native  industi-y  became 
general  throughout  Europe  in  the  beginning  of 
the  17th  century,  and  were  formally  inaugurated 
by  Henry  IV.  of  France,  and  the  Great  Sully. 
(SuLLT.)  They  received  a  still  stronger  organ- 
isation from  the  genius  of  Colbert  (Colbast),  and 
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became  the  accepted  &ith  of  statesmen  and  go- 
yernmcnts.  Nevertheless,  at  the  close  of  the 
century  a  few  sagacious  writers  bcjgan  to  proclaim 
their  fallacy.  From  the  beginning  of  the  18th 
century  we  find  a  continuous  stream  of  authors, 
essayists,  and  poets,  who  began  to  descry  afar  off 
the  advent  of  universal  Free  Trade.  As  the 
century  rolled  on  a  general  reaction  against  the 
doctrines  of  Protection  commenced  in  the  minds 
of  the  most  sagacious  philosophers  of  France, 
Italy,  Spain,  and  England,  and  the  age  gave 
manifest  signs  of  the  birth  of  a  new  science. 
Among  an  increasing  crowd  of  illustrious  vrrit- 
ings  in  western  Europe,  the  most  illustrious  effort 
was  the  Wealth  of  Nations.  The  first  school  of 
economists  died  out  in  France,  but  it  recanght 
the  flame  from  Adam  Smith,  and  J.  B.  Say  was 
the  worthy  founder  of  a  second  school  of  thought 
in  that  conntry. 

Notwithstanding  these  brilliant  efforts,  the 
minds  of  legislatoi's  seemed  to  be  impervious  to 
the  dawning  light,  as  they  usually  are.  After 
1815,  economical  darkness  seemed  deeper  than 
ever.  But  at  last,  in  1820,  when  the  system  of 
Protection  seemed  to  be  strained  to  its  utmost  in 
this  country,  it  began  to  break  up,  and  from  that 
time  a  continual  progress  in  the  direction  of  Free 
Trade  may  be  dated.    (Huskisson.) 

Nevertheless,  the  gi-eat  stronghold  of  Protec- 
tion in  England,  the  Ck>rn  Laws,  seemed  unassail- 
able ;  for  though  changes  might  be  made  in  them, 
the  idea  that  they  could  ever  be  got  rid  of  en- 
tirely seemed  to  be  the  dream  of  a  visionary.  It 
is  true  that  a  gallant  band  kept  up  the  appai'ently 
hopeless  contest  in  Parliament,  but  with  no  in- 
creasing success.  It  long  seemed  that  the  most 
beneficent  truths  ever  discovered  by  men,  might 
amuse  philosophers,  essayists,  and  poets  in  their 
closets,  but  they  might  fret  in  vain  against  the 
stolid  resistance  of  prejudice  and  interest. 

The  great  captain  who,  without  probably  dis- 
covering any  positively  new  truth  himself,  by  a 
fortunate  conjunction  of  circumstances,  and  a 
happy  genius  eminently  suited  to  the  times,  led  the 
array  of  economists  to  that  renowned  victory  of 
peace,  which  gave  practical  effect  to  the  disco- 
veries  of  science,  and  produced  a  beneficent  re- 
volution in  legislation,  which  is  destined  to  be 
felt  with  ever-widening  blessings  to  the  remotest 
ages,  was  Kichabd  Cobden. 

Mr.  Cobden  was  born  in  1804,  at  Dnnford,  near 
Midhurst,  a  small  property  which  belonged  to 
his  father,  who  was  of  the  class  of  small  proprie- 
tors, or  yeomen  farmers,  who  were  formerly  more 
common  tiian  at  present.  His  father  dying  when 
his  son  was  young,  he  was  left  to  the  care  of  an 
uncle  who  was  in  business  in  London.  He  then 
entered  a  calico  printing  firm  in  Stockport  as  a 
partner,  and  travelled  occasionally  on  the  conti- 
nent in  connection  with  its  business.  In  1834  he 
visited  Egypt,  Greece,  and  Turkey.  In  1835  the 
editor  of  the  Manchester  Times  received  a  series 
of  anonymous  letters  shewing  very  remarkable 
ability.  For  long  he  endeavom-ed  to  discover 
their  author,  but  without  success.  However,  he 
evidently  saw  that  they  came  from  some  one  who 
was  then  probably  unknown,  but  was  destined  to 
make  a  great  figure  in  the  world.  About  the  same 
time  a  copy  of  a  pamphlet  just  then  published, 
entitled  England,  Ireland,  and  America^  was  put 
into  his  hands  by  a  friend,  with  the  words  **  from 


the  author,"  on  it.  He  immediately  saw  that  the 
handwriting  on  the  pamphlet  was  the  same  as 
that  of  his  unknown  correspondent.  The  author- 
ship of  the  letters  wns  then  plain,  it  was  Mr. 
Ck)bden,  who  was  only  known  as  a  successful 
calico  printer,  whose  goods  were  then  beginning 
to  compete  with  the  best  London  ones. 

The  subject  of  the  Com  Laws  had  been  stirred 
a  few  times  in  the  Manchester  Chamber  of  Com- 
merce and  in  the  House  of  Commons  since  the 
Reform  Act,  but  the  general  abundance  in  1833- 
34-35,  in  which  the  agriculturists  suffered  much, 
diverted  the  attention  of  the  general  public  from 
them.  The  great  majority  of  mankind  feeling  no 
present  inconvenience,  were  unwilling  to  consider 
the  matter,  seeing  that  nothing  was  to  be  gained. 
A  few  only,  among  whom  was  Mr.  Cobden, 
thought  that  a  good  opportunity  to  take  measures 
as  far  as  possiMe  to  render  that  prosperity  per- 
manent. 

The  cycle  of  plentiful  years  ended  with  1836, 
and  in  the  autumn  of  that  yeai*  the  price  of  corn 
began  to  rise.  An  Anti-Corn  Law  Association 
was  formed  in  London,  but  it  did  not  effect  any- 
thing. In  1837  Mr.  Clay  moved  the  adoption  of 
a  10s.  fixed  duty,  instead  of  a  sliding  scale,  but 
it  was  rejected  by  a  majority  of  223  to  89. 

During  the  winter  of  1837-8  the  distress  of  the 
working  classes  increased  considerably  in  conse- 
quence of  the  inferior  harvest.  On  the  15th 
March,  1838,  Mr.  Yilliers  moved  for  a  committee 
of  the  whole  house  to  consider  the  Act,  9,  Geo.  IV. 
c.  60,  relating  to  the  importation  of  corn ;  Sir 
William  Molesworth  seconded  the  motion,  in  an 
able  speech,  but  it  was  rejected  by  300  to  95. 

In  the  summer  of  1838  the  prospects  of  the 
harvest  became  serious,  and  increased  attention 
began  to  be  directed  to  the  Corn  Laws.  Lectures 
began  to  be  delivered  against  them.  The  first 
that  lighted  such  a  caudle  ad  has  never  been  put 
out,  deserve  especial  mention.  They  were  Mr. 
Faulton  and  Dr.  Bowring,  who  lectured  to 
crowded  audiences  in  July  and  August.  In  the 
month  of  September  seven  men  were  conversing 
on  the  subject,  when  one  of  them,  Mr.  James 
Howie,  proposed  the  formation  of  an  Anti-Corn 
Law  Association  in  Manchester.  Their  names 
were,  Edward  Baxter,  W.  A.  Cunningham, 
Andrew  Dalziel,  James  Howie,  James  Leslie, 
Archibald  Prentice,  and  Philip  Thompson.  The 
idea  was  immediately  approved  of  and  adopted ; 
in  twelve  days  100  members  joined.  In  the 
middle  of  October  a  provisional  committee  was 
announced,  containing  thirty-eight  names,  among 
whom  waa  Mr.  Bright.  In  the  next  week  thirty- 
one  new  members  were  added,  among  whom  waa 
Ml*.  Cobden.  Lectures  were  instituted,  and  at- 
tended by  crowded  and  enthusiastic  audiences. 
In  December,  the  Manchester  Chamber  of  Com- 
merce adopted  a  petition  to  the  House  of  Com- 
mons, nr^ng  them  to  carry  out  to  the  fullest 
extent,  both  as  affects  agriculture  and  manufac- 
tures, the  true  and  peaceful  principles  of  Free 
Trade. 

In  January,  1839,  meetings  to  support  the 
movement  were  held  in  several  of  the  principal 
towns,  and  petitions  were  prepared  and  nume- 
rously signed.  The  association  assumed  the 
name  of  the  ^'  Manchester  Anti-Com-Law  Asso- 
ciation," and  its  objects  were,  to  attain  by  all 
legal  and  peaceable  means  t^e  total  and  imme- 
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diate  repeal  of  the  Corn  and  Provision  Laws. 
Mr.  J.  B.  Smith  was  president,  and  a  conncil  of 
not  less  than  100  was  formed,  of  whom  Mr.  Cobden 
was  one.  An  executive  committee  of  twelve  was 
appointed,  of  whom  Mr.  Cobden  was  also  one. 

In  February  a  meeting  of  delegates  from  all  parts 
of  the  country  was  held  in  Palace  Yard.  Mr. 
Villiers  was  elected  their  Parliamentary  leader, 
and  it  was  decided  at  once  to  place  a  notice  on 
the  books  of  the  House.  On  the  18th,  Mr.  Vil- 
liers, after  presenting  a  number  of  petitions, 
moved  that  the  Com  Laws  be  referred  to  a  Com- 
mittee of  the  whole  House.  It  was  seconded  by 
Mr.  Strutt,  but  rejected  by  a  majority  of  361  to 
172.  This  repulse  only  stimulated  the  delegates 
to  more  determined  effoits. 

On  the  Pith  of  March,  Mr.  Villiers  moved 
that  the  House  resolve  itself  into  a  Committee  to 
take  into  coi^sideration  the  Acts  relating  to  the 
importation  of  foreign  com,  but  it  was  rejected 
by  a  majority  of  342  to  195,  The  Association 
then  determined  to  adopt  a  wider  organisation, 
and  to  form  a  national  Anti-Com-Law  League 
for  the  whole  empire,  with  its  head-quarters  in 
Manchester;  the  Manchester  Anti-Corn- Law 
Association  still  preserving  its  independent  exis- 
tence. They  also  determined  to  found  a  paper, 
and  appeal  to  the  public  by  means  of  tracts.  In 
pursuance  of  this  resolution,  the  Anti-Corn  Law 
Circular  was  started,  and  in  a  few  weeks  reached 
a  circulation  of  15,000. 

The  Association  had  now  become  so  large  that 
it  became  indispensible  to  have  a  building  of  its 
own.  It  curiously  happened  that  St.  Peter's 
field,  the  scene  of  the  Peterloo  massacre  in  1819, 
was  in  the  possession  of  Mr.  Cobden.  This  was 
purchased  for  the  site  of  the  Free  Trade  Hall, 
and  thus,  by  a  strange  instance  of  poetic  jus- 
tice, the  Association  established  its  head  quaiters 
on  the  identical  ground  where  a  meeting  assem- 
bled to  petition  for  a  repeal  of  the  Cora  Laws 
and  Parliamentary  Reform,  had  been  brutally  at- 
.tacked  and  cut  down  twenty  years  before.  A  tem- 
porary building,  150  feet  by  105  feet,  was  erected, 
and  in  January,  1840,  a  magnificent  banquet,  at- 
tended by  upwards  of  4,000  persons,  was  held, 
and  on  the  following  day  another  banquet  was 
held  by  the  Working  Men's  Anti-Cora-Law  As- 
sociation, at  which  upwards  of  5,000  sat  down. 
Both  meetings  were  great  successes,  and  were 
addressed  by  Mr.  Cobden,  and  other  distinguished 
speakers. 

In  March,  Mr.  Villiers  again  brought  forward 
his  motion  to  take  into  consideration  the  laws 
affecting  the  importation  of  foreign  com,  which, 
having  been  dropped,  was  renewed  in  May,  and 
rejected  by  300  to  177.  During  this  year,  1840, 
763  petitions,  with  175,840  signatures,  for  a  re- 
peal of  the  Com  Laws,  were  presented  to  the 
House  of  Commons ;  and  330,000  copies  of  the 
Anti'  Com  Law  Circular  circulated. 

Duiing  this  time  innumerable  meetings  were 
held,  and  an  incessant  agitation  kept  up.  A 
crowd  of  able  speakers  perambulated  the  country, 
whose  names  would  all  deserve  honorable  men- 
tion, but  among  them  all,  it  gradually  became 
evident  that  Mr.  Cobden,  by  his  business-like, 
straightforward  addresses,  by  his  admirable  clear- 
ness of  style,  his  thorough  comprehension  of  the 
nature  and  modes  of  thinking  of  his  audiences, 
and  his  unrivalled  powers  of  adapting  his  speeches 


to  their  tastes,  was  fast  rising  to  the  first  po6i-« 
tion.  He  now  became  gener^ly  recognised  as 
the  acknowledged  leader  of  the  movement,  and 
there  was  a  very  strong  desire  that  he  should  be 
placed  in  Parliament. 

The  whig  Government  was  then  fast  dying  of 
sheer  exhaustion  and  inanition,  and  of  course  they, 
as  usual,  began  to  look  out  for  something  to  gal- 
vanize their  effete  popularity.  The  rising  power 
of  the  League  seemed  to  supply  the  desired  object. 
On  the  30th  April,  Lord  John  Russell  surprised 
the  House  by  giving  notice  that  on  the  30th  of 
May,  he  should  move  for  a  Committee  of  the  whole 
House  to  consider  the  Acts  relating  to  the  trade 
in  com.  On  the  7th  of  May,  he  declared  his  in- 
tention to  propose  in  Committee  an  8s.  fixed 
duty  on  wheat,  5s.  on  rye,  48.  6d.  on  barley,  and 
3s.  4d.  on  oats,  and  other  extensive  reforms  in  the 
tariff  were  proposed. 

The  increasing  power  of  the  League  by  this 
time  had  inspired  the  Protectionist  party  with 
alarm,  and  counter  associations  were  formed. 
The  sudden  adoption  of  liberal  commercial  prin- 
ciples roused  into  active  resistance  all  the  great 
protected  interests,  and  gave  the  last  shock  to  the 
feeble  ministry.  On  a  motion  for  admitting  slave 
grown  sugar  they  were  defeated  on  the  18th  May, 
by  317  to  281. 

The  proposed  measures,  of  course,  created  the 
greatest  excitement  throughout  the  country.  The 
League  was  stimulated  into  immense  activity, 
and  though  they  resolved  to  rest  satisfied  even- 
tually with  nothing  less  than  total  rep^,  they 
determined  to  accept  the  offered  instalment  of 
reform  for  the  present.  Notwithstanding  its 
defeat  on  the  sugar  question,  the  government  de- 
clared its  intention  of  proceeding  with  its  corn 
measures.  Sir  Robert  Peel  saw  that  the  moment 
had  now  come  for  which  he  had  been  so  skilfully 
training  the  Conservative  party  for  nine  years, 
and  he  determined  to  forestall  the  ministerial 
proposition,  by  moving  that  the  Government  did 
not  possess  the  confidence  of  the  House.  On  the 
27th  of  May  this  motion  was  carried  by  312  to 
311,  which  of  course  rendered  a  dissolution  in- 
evitable.   It  took  place  on  the  23rd  of  June. 

At  the  new  elections  the  ministry  were  in  an 
immense  minority,  but  three  of  the  League  were 
returned  to  parliament,  Mr.  Scott  for  Walsall, 
Dr.  Bowring  for  Bolton,  and  most  important  of 
all,  Mr.  Cobden,  who  was  now  the  acknowledged 
leader  of  the  movement,  was  returned  for  Stock- 
port. 

In  the  ministerial  programme  the  Queen  re- 
commended the  Corn  Laws  to  the  attention  of  the 
House,  with  a  view  to  their  revision.  The  Go- 
vernment was  defeated  in  the  Lords  by  168  to 
96. 

Great  was  the  curiosity  to  hear  Mr.  Cobden. 
The  Protectionists  prognosticated  his  complete 
failure  in  the  House.  He  was  nothing  bnt  a 
mere  platform  orator,  only  fit  to  speak  to  mobs 
of  vulgar  manufacturers,  but  quite  unfit  to  ad* 
dress  an  assembly  of  genUemen  like  the  House 
of  Commons.  He  woiUd  soon  find  his  level  there. 
Yes,  said  his  friends,  he  would  soon  find  his  level 
there,  and  it  will  be  among  the  best  orators  in  the 
House.  And  the  expectations  of  his  friends  were 
fdlly  realized.  Mr.  Cobden*s  debut  in  the  House 
was  a  groat  success.  He  spoke  on  the  second 
night  of  the  debate,  and  we  may  quote  some  re- 
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marks  of  his  concerning  the  relation  between  the 
price  of  food  and  wages : — "  He  begged  to  draw 
the  attention  of  the  Honse  to  the  relation  between 
the  price  of  food  and  the  price  of  any  other  ar- 
ticle, and  the  price  of  labor,  when  in  a  wholesome 
and  a  natural  state.  He  could  understand  in  the 
slave-holding  states  of  America  or  Cuba,  that  the 
price  of  labor  might  be  determined  by  the  price 
of  provisions.  The  slave-holder  sat  down  and 
calculated  the  cost  of  raising  his  produce,  and  he 
calculated  the  price  of  labor  accordingly.  But  he 
would  come  to  another  state  of  society,  he  would 
refer  to  the  agricultural  districts,  where  wages 
had  reached  the  minimum,  and  he  would  ask, — 
was  the  rate  of  wages  raised  when  the  price  of 
provisions  was  increased  ?  They  were  told  that 
such  was  the  case,  and  wh^  was  it  the  case  ? 
Was  it  because  the  high  price  of  food  increased 
the  demand  for  labor  ?  or  rather,  was  not  the  in- 
crease given  out  of  charity,  and  in  the  shape  of 
charity,  because  the  wages  which  labor  before 
brought  were  reduced  to  a  scale  at  which  the 
laborer  could  not  support  himself  and  his  family? 
He  would  come  to  the  state  of  the  labor  market 
in  the  manufacturing  districts.  There  the  rate  of 
waffes  had  no  more  connection  with  the  price  of 
food  than  with  the  changes  of  the  moon.  Iliere 
the  rate  of  wages  depended  entirely  on  the  de- 
mand for  labor.  There  the  price  of  food  never 
became  a  test  of  the  value  of  labor.**  The  minis- 
try were  defeated  by  360  to  269,  and  of  course 
immediately  resigned. 

The  eyes  of  the  country  had  long  been  turned 
on  Sir  Robert  Peel  as  the  proximate  minister. 
Both  parties,  the  Protectionists  and  Free  Traders, 
were  deeply  anxious  to  discover  what  course  he 
intended  to  pursue  on  the  question  which  now 
chiefly  engrossed  the  interests  of  both.  He  was, 
however,  far  too  wary  to  give  either  his  friends 
or  his  opponents  any  clue  to  discover  his  plans. 
His  invariable  reply  was  that  he  was  not  yet 
formally  called  in  to  the  patient,  whose  previous 
physicians  must  be  dismissed  before  he  would  un- 
dertake to  prescribe.  Such  indications,  however, 
as  could  be  gathered  from  his  speeches,  were  not 
so  decided  as  to  reassure  his  party  of  his  inflexible 
adherence  to  their  cause.  In  fact,  he,  with  his 
usual  caution,  in  his  very  first  address,  took  care 
to  leave  himself  a  loophole  for  a  future  change  of 
conduct.  After  a  few  weeks,  Parliament  ad- 
journed, and  the  Ministry  had  time  to  prepare 
their  measures  for  the  next  spring. 

The  country  was  now  in  the  midst  of  that  cycle 
of  bad  harvests,  which  seems  to  be  periodic,  and 
to  involve  some  deep  meteorological  law,  of  which 
some  indications  present  themselves,  and  will,  no 
doubt,  be  more  carefolly  investigated  in  future 
times.  It  was  now  the  fomi;h  bad  harvest  in  suc- 
cession. During  the  autumn,  the  distress  of  the 
country  became  more  severe  and  wide-spread,  and 
the  exertions  of  the  league  were  proportionably 
increased.  A  crowd  of  lecturers  and  speakers 
spread  themselves  over  the  country,  and  numerous 
demonstrations  took  place  in  the  midland  and 
western  counties.  In  fact,  the  whole  island  was 
in  a  commotion.  A  meeting  of  delegates  was 
summoned  for  February  in  JJbndon,  to  com- 
mence a  new  Parliamentary  campaign,  their 
forces  being  now  increased  by  the  powerful  as- 
sistance of  Mr.  Cobden. 

Parliament  was  to  meet  on  the  drd  of  February. 


The  Duke  of  Buckingham  had  been  taken  into 
the  cabinet  as  the  especial  representative  and 
organ  of  the  Protectionists.  On  the  Monday 
previous  to  the  commencement  of  the  session,  his 
party  were  dismayed,  alarmed,  and  perplexed  by 
his  sudden  resignation,  and  it  soon  became  known 
that  it  was  caused  by  the  determination  of  the 
cabinet  to  propose  a  change  In  the  Com  Laws,  of 
which  he  did  not  approve.  The  free  trade  party 
were  rather  curious  than  otherwise  to  hear  what 
the  proposal  was  to  be,  as  they  could  never  ex- 
pect that  Peel  and  a  Tory  government  would  pro- 
pose what  they  were  determined  to  have,  namely, 
total  repeal. 

During  the  week  there  was  intense  excitement. 
Delegates  to  the  number  of  nearly  six  hundred 
sat  in  Palace  Yard  to  support  their  Parliamentary 
friends.  Peel  at  length  produced  his  plan.  In 
1815,  80s.  had  been  considered  as  the  remunerat- 
ing price,  it  was  now  supposed  to  be  56s.  or  there- 
alMuts.  The  hic^est  duty  was  reduced  from 
38s.  8d.  to  20s.  When  wheat  was  at  51s.,  the 
duty  was  to  be  208.,  and  to  be  reduced  by  a 
sliding  scale  to  Is.  when  the  price  was  748. 
This  new  scale  was  accepted  with  suppressed 
mutterings  by  the  Protectionists,  lest  a  worse 
thing  should  befall  them.  The  number  of  dele- 
gates luul  now  increased  to  700,  and  they  scorned 
such  a  small  concession,  and  determined  to  agitate 
more  fiercely  than  ever. 

On  the  14th  February,  Lord  John  Russell  pro- 
posed a  fixed  duty  as  preferable  to  a  sliding  scale, 
but  his  amendment  was  lost  by  a  majority  of  349 
to  226.  Mr.  VUliers  then  brought  forward  a 
motion  for  total  repeal,  and  was  supported  in  a 
most  powerful  speech  by  Mr.  Cobden,  but  tiie 
motion  was  rejected  by  393  to  90.  Mr.  MUnes, 
with  rather  an  unfortunate  prophecy,  described 
Mr.  Villiers  as  the  solitary  Robinson  Crusoe 
standing  on  the  barren  rock  of  Com  Law  Repeal. 
The  public  interest  had  now  increased  so  much 
that  there  were  2,881  petitions  with  1,540,755 
signatures  presented  to  the  House,  The  second 
reading  passed  by  284  to  176,  and  the  thu*d  by 
229  to  90. 

Notwithstanding  the  reduced  scale  of  duties, 
the  public  distress  increased  greatly  during  the 
summer,  and  was  general  throughout  the  agricul- 
tural as  well  as  the  commercial  districts.  STume- 
rous  deputations  waited  on  the  principal  ministers, 
detailing  the  most  heartrending  scenes  of  suffer- 
ing, which,  indeed,  Sir  Robert  Peel  said  was  in- 
contestible.  Parliament, however, wasprorogued 
without  any  further  alteration  in  the  Com  I^w ; 
and  in  August  a  general  insurrection  broke  out  in 
the  manufacturing  districts,  and  for  nearly  three 
weeks  the  public  tranquillity  was  in  the  utmost 
danger.  The  League  determmed  to  extend  its 
operations  more  into  the  agricultural  districts, 
and  for  that  purpose  England  was  divided  into 
twelve  circuits,  to  each  of  which  a  lecturer  and 
agent  were  appointed.  It  was  said  at  one  meet- 
ing of  the  League  that  2,000  lectures  had  been 
delivered,  and  more  than  5,000,000  tracts  had 
been  printed  and  circulated.  The  expenditure 
had  hitherto  been  £100  per  week.  It  was  now 
determined  to  raise  it  to  £1,000  a  week,  and  to 
raise  a  fund  of  £50,000  by  January,  to  expend 
in  lectures  and  tracts  during  the  next  year. 

On  the  30th  of  January,  1843,  tbe  new  Free 
Trade  Hall  was  opened,  and  a  meeting  was  held 
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to  announce  the  result  of  the  £50,000  subscrip- 
tion. Independently  of  the  London  contributions, 
it  reached  £42,000.  Numerous  other  meetings 
were  held  in  it  previously  to  the  commencement 
of  the  Parliamentary  campaign. 

On  the  13th  February,  Lord  Howick  moved 
for  a  committee  to  inquire  into  the  distress  of  the 
.country.  Mr.  Cobden  and  Sir  Robert  Peel  each 
waited  for  the  other  to  speak,  like  the  Earl  of 
Chatham  and  Sir  Richard  Strahan.  On  the  fifth 
night  Mr.  Cobden  spoke,  and  made  as  usual  a 
vigorous  attack  on  the  supporters  of  the  obnoxious 
laws.  They  were  quite  unable  to  answer  him  on 
general  principles.  '^No  man,**  said  the  minis- 
terial paper,  "answered  these  charges  of  Mr. 
Cobden.  No  man  attempted  to  answer  them.** 
All  Sir  Robert  Peel  did  was  to  protest  that  Hus- 
kisson  and  Adam  Smith  were  against  immediate 
and  precipitate  repeal,  and  in  favor  of  cautious 
progress.    The  motion  was  rejected  by  306  to  1 9 1 . 

Between  December  and  March,  136  meetings 
were  held  in  London,  and  the  subscriptions 
amounted  to  £22,000,  thus  making  the  total  far 
exceed  the  £50,000,  which  it  had  been  said  the 
League  would  find  it  impossible  to  raise. 

The  league  now  tried  to  organise  an  establish- 
ment in  London,  but  they  were  refused  the  use 
of  Exeter  Hall,  and  it  would  have  been  too  ex- 
pensive to  build  a  Free  Trade  Hall  there,  as  well 
as  in  Manchester.  Thev  accordingly  engaged 
Drnry  Lane  Theatre,  where  immense  meetings 
were  held  every  week  during  Lent,  and  a  weekly 
newspaper  was  established,  called  the  League. 
At  these  meetings  Mr.  Cobden  took  a  prominent 
part.  Among  many  other  eminent  speakers,  each  of 
them  admirable  in  his  own  wa^,  Mr.  Bright 
b^an  to  take  the  next  most  conspicuous  place  to 
Mr.  Cobden. 

It  may  be  a  curious  problem  to  the  future  his- 
torian, to  discover  how  far  Sir  Robert  Peel  had 
by  this  time  become  a  convert  to  Free  Trade 
doctrines.  That  he  was  so  in  theory,  however 
he  may  have  hesitated  to  carry  them  out  too 
rapidly,  or  been  afraid  of  the  clamors  of  his  own 
party  if  he  attempted  to  abolish  what  he  was 
especially  put  into  power  to  maintain, — ^his 
speeches  would  seem  to  indicate.  On  the  25th 
of  April,  Mr.  Ricardo  moved  that  this  country 
ought  not  to  postpone  the  remission  of  her  im- 
port duties  with  a  view  to  negociation  for  reci- 
procity. This  was  a  great  advance  in  doctrine, 
because  it  was  long  supposed  that  Free  Trade 
would  be  a  loss  to  any  country  without  recipro- 
city. Mr.  Ricardo  shewed,  in  an  able  speech,  that 
the  best  theoretical  and  practical  economists  had 
proved  that  a  country  should  adopt  liberal  com- 
mercial priuciplea,  even  though  others  did  not 
imitate  her  example.  He  supported  this  view 
by  most  convincing  facts,  shewing  the  increased 
prosperity  of  countries  which  htul  adopted  this 
plan.  The  motion  was  supported  by  Mr.  Cobden, 
but  lost  by  135  to  61. 

On  the  9th  of  May,  Mr.  Yilliers  brought  for- 
ward his  motion  for  the  appointment  of  a  com- 
mittee of  the  whole  House  to  take  the  Com  Law 
into  its  consideration,  with  a  view  to  its  imme- 
diate abolition.  On  the  fifth  and  last  night  of 
the  debate  Mr.  Cobden  made  a  powerful  spe^h. 
The  motion  was  lost  by  381  to  125. 

The  raismg  of  £60,000  by  subscription  had 
placed  means  of  greatly  increased  power  in  the 


hands  of  the  League,  and  their  operations  were 
proportionably  extended.  During  the  spring  of 
1843,  constant  meetings  were  held  in  the  country, 
especially  in  the  agriciUtural  districts.  The 
efforts  of  Mr.  Cobden  were  truly  gigantic  The 
very  strongholds  of  the  Protectionists  were  se- 
lected for  attack,  and  especially  on  market  days, 
when  the  farmers  were  congregated.  Among 
other  places,  great  meetings  were  held  at  Ux- 
bridge,  Cambridge,  Dorset,  Lincoln,  Rye,  Hunt- 
ingdon, Bedford,  Aylesbury,  Maidstone,  Guild- 
ford, Colchester,  Winchester,  Lewes,  and  Bedford, 
and  numerous  other  districts.  At  these,  Messrs. 
Cobden,  Bright,  Moore,  and  others,  addressed  the 
farmers  for  hours,  and  with  scarcely  an  excep* 
tion,  Free  Trade  resolutions  were  passed  either 
unopposed,  or  by  overwhelming  majorities,  only 
a  few  hands  being  held  up  for  Protection,  amid 
forests  of  those  for  Free  Trade. 

The  Parliamentary  strengUi  of  the  Free  Traders 
received  a  great  accession  in  July,  by  the  return 
of  Mr.  Bright  for  Durham.  This  gentleman  had 
gradually  risen  among  the  numerous  eloquent 
and  able  speakers  of  the  League  to  a  position 
only  second  to  Mr.  Cobden ;  and  on  a  vacancy 
occurring  for  Durham,  it  was  determined  to  put 
him  forward.  His  opponent  was  Mr.  Purvis,  a 
conservative  of  great  influence  and  property  in 
the  neighbourho<^.  Mr.  Bright  entered  the  town 
a  complete  stranger  to  it,  and  yet  carried  the 
election  by  488  to  410.  After  the  prorogation, 
Mesfiurs.  Cobden  and  Bright  had  a  most  successful 
meeting  at  Canterbury.  In  fact,  the  requisitions 
for  the  services  of  these  gentlemen  to  address 
meetings  all  over  the  country  poured  in  such 
numbers,  that  no  man  could  comply  with  them 
all.  During  the  year  1843,  9,026,000  tracts  and 
stamped  publications,  weighing  upwards  of  100 
tons,  were  distributed  by  the  League,  and  its 
expenditure  was  £47,814. 

On  the  28th  September,  the  campaign  for  the 
ensuing  season  was  commenced  by  a  crowded 
meeting  at  Covent  Garden  Theatre.  The  suc- 
cess of  the  £50,000  subscription  now  emboldened 
them  to  larger  operations,  and  for  the  next  year 
it  was  determined  to  raise  £100,000.  But  the 
cause  of  the  League  was  immensely  advanced  by 
the  open  accession  of  Mr.  Samuel  Jones  Loyd, 
who  stood  at  the  head  of  the  money  power,  and 
who  was  certainly  the  last  man  to  join  anything 
which  did  not  promise  success.  A  vacancy  in  the 
representation  of  the  City  of  London  also  oc* 
curred,  and  the  Free  Traders  succeeded  in  car- 
rying their  candidate,  Mr.  Pattison,  by  a  majority 
of  6,535  to  6,334,  over  Mr.  Baring,  the  Protec- 
tionist. Mr.  Marshall,  of  Leeds,  one  of  the  greatest 
manufacturers  in  the  kingdom,  also  joined  it. 

The  first  day  of  the  year  brought  them  further 
strength.  They  already  counted  the  chief  of  the 
money  and  manufacturing  interests  among  them. 
On  the  1st  of  January,  1844,  the  Marquis  of 
Westminster,  the  chief  of  the  landownei^  sent  in 
his  subscription  of  £500.  A  vigorous  campaign 
to  raise  £100,000  now  began,  and  the  movement 
was  extended  to  Scotland.  Crowded  meetings 
were  held  at  Glasgow,  Edinburgh,  Perth,  Green- 
ock, Aberdeen,  Leith,  Haddington,  Linlithgow, 
Lanark,  Galashiels,  &c.,  at  all  of  which  large 
contributions  were  raised.  The  League  now  de- 
termined to  ^ive  up  petitioning  ParlLunent,  and 
to  direct  their  whole  strength  to  influence  the 
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constitneaeies.  Before  the  Parliamentary  move 
of  the  seafiOQ,  six  crowded  and  enthnsiastic  meet- 
ings were  held  in  Ck>vent  Garden  Theatre.  These 
were  continued  during  the  session,  and  in  them 
a  strong  sign  of  the  times  was  seen ;  among  the 
most  able  and  effective  speakers  were  several 
tenant  farmers  and  landlords.  Lord  FitzwUliam, 
Lord  Ddcie,  and  others,  were  also  earnest  sup- 
porters of  the  movement. 

On  the  12th  of  March,  Mr.  Ck)bden  rose  to 
make  the  move  of  the  session,  it  was  for  the  ap- 
pointment of  a  Committee  to  enquire  into  the 
effects  of  Protective  duties  on  the  interest  of  the 
tenant  fturmers  and  hiborers  of  the  country.  His 
most  able  speech  was  full  of  details  of  the  miser- 
able state  of  the  population  in  the  agricultural 
districts.  The  motion  was  rejected  by  224  to  1 33, 
but  this  showed  the  progress  that  was  being  made 
in  the  opinion  of  the  Parliament  which  was  elected 
expressly  to  maintain  protection. 

On  the  25th  of  June,  Mr.  YUliers  moved  for 
the  total  and  immediate  repeal  of  the  Com  Laws. 
The  motion  was  rejected  by  328  to  124.  These 
repeated  divisions  showed  good  progress,  for  while 
in  1842,  those  who  voted  for  total  repeal  were 
only  92  and  their  opponents  395,  in  1844  the  free 
traders  had  risen  to  124,  and  their  opponents  had 
fallen  to  330,  that  is,  in  two  years  the  majority 
against  them  had  decreased  by  about  100.  No 
doubt  many  of  these  were  secretly  convinced  of 
the  impracticability  of  maintaining  the  com  laws, 
but  not  having  courage  to  avow  a  change  of  opin- 
ion adopted  the  middle  course  of  staying  away. 

It  would  be  tedious  to  relate  the  same  course  of 
agitation  and  speaking  during  1844,  as  in  the  pre- 
ceding year.  In  the  autumn  of  this  year  the 
League  adopted  a  still  more  efficient  method  of 
acting  upon  the  constituencies  by  creating  great 
numbers  of  408.  freeholders  in  hostUe  d^tricts. 
They  saw  that  Sir  Robert  Peel  had  pomted  out  the 
true  scene  of  the  conflict — ^the  registration  courts. 
Great  pains  were  taken  with  the  registrations 
this  year,  and  the  accession  to  the  number  of  the 
free  trade  constituencies  was  considerable. 

The  harvest  of  1844  was  very  abundant,  and 
consequently  the  distress  of  the  people  was  much 
mitigated,  and  the  Protectionists  b^gan  to  cry  out 
that  the  League  was  exhausted,  and  would  speedily 
expire.  They  were,  however,  very  grievously 
mistaken.  It  was  not  working  so  strenuously,  it 
was  true,  by  open  agitation,  but  it  was  hard  at 
.work,  and  very  sucessfully  too,  in  the  more  quiet 
and  effectual  mode  of  acquiring  voters.  The 
Queen's  speech,  at  the  opening  of  Parliament, 
noticed  the  revival  of  trade,  and  commerce,  and 
prosperity.  In  the  debate  on  the  address  Lord 
John  Russell  showed  that  he  had  made  consider- 
able progress  in  free  trade  doctrines,  for  he  said  he 
was  convinced  that  Protection  was  not  the  support 
but  the  bane  of  agriculture,  and  he  said  that  the 
present  period  of  prosperity  was  the  best  tune 
to  consider  whether  the  principles  of  Free  Trade 
should  not  be  still  further  extended. 

On  the  13th  of  March,  Mr.  Cobden  moved  for 
a  committee  of  inquiry  of  the  effects  of  the  Corn 
Laws  on  agriculturists.  The  majority  against 
him  now  shewed  a  very  remarkable  falling  off. 
The  numbers  were  121  to  213.  Thus  the  ma- 
jority in  three  years  had  fallen  from  303  to  92. 

In  May,  a  great  bazaar  was  held  in  Covent 
Garden  Theatre,  which  was  kept  open  about 


three  weeks,  and  produced  upwards  of  £25,000 
of  receipts. 

On  the  26th  of  May,  Lord  J.  Russell  brought 
forward  a  series  of  resolutions,  that  the  present 
state  of  prosperity  was  a  favorable  time  to  con* 
sider  what  measures  might  permanently  improve 
the  condition  of  the  laboring  classes.  In  his 
speech  he  declared  himself  in  mvor  of  a  moderate 
fixed  duty  of  4s.,  5s.,  or  6s.  His  motion  was 
rejected  by  182  to  104. 

On  the  10th  of  June  Mr.  Yilliers  rose  to  make 
the  last  of  his  annual  motions,  though  no  one  then 
foresaw  the  speedy  triumph  of  his  cause.  In  the 
course  of  his  speech,  Sir  Robert  Peel  said, — ^^^I 
must  say,  that  I  think  experience  has  shown  that 
a  high  price  of  com  is  not  necessarily  accom- 
panied with  a  high  rate  of  wages.  But  I  believe 
It  would  be  impossible  to  show  that  the  rate  of 
wages  varies  witii  the  price  of  corn ;  and  speaking 
generally  of  the  industrious  classes  of  this  coun- 
try, I  think  it  impossible  to  demonstrate  that  it 
is  to  their  advantage  that  there  should  be  perma- 
nently a  high  price  of  com.**  The  motion  was 
rejected  by  254  to  122,  being  the  smallest  number 
that  had  voted  against  it. 

It  has  long  been  observed  that  good  and  bad 
seasons  occur  in  cycles.  After  the  terrible  series 
of  bad  seasons  which  ended  in  1843,  it  was  not 
unnatural  to  expect  a  series  of  plentiful  ones, 
after  the  good  one  of  1844.  Parliament  was 
prorogued  in  1845,  amid  the  expectations  of  the 
Protectionists  that  the  crop  would  be  good,  and 
thus  alleviate  the  suffering  of  the  people,  which 
caused  the  clamor  for  the  repeal  of  the  Corn 
Laws.  But  in  the  middle  of  August,  alarming 
symptoms  began  to  appear  in  the  crops  of  potatoes, 
upon  which  the  subsistence  of  so  many  millions 
depended.  And  as  the  autumn  advanced,  they 
became  worse  and  worse,  and,  especially  in  Ire- 
land, the  progress  of  the  disease  was  fearful. 
Heavy  rains  set  in,  in  September,  and  continued 
for  about  three  weeks.  In  the  beginning  of  October 
it  became  apparent  that  the  wheat  crop  was  greatly 
deficient  both  in  quality  and  quantity.  Prices 
accordingly  began  to  rise,  but  not  so  much  as 
might  have  been  expected,  as  it  was  found  that 
the  crop  of  1844  had  been  more  abundant  than 
any  one  had  supposed. 

The  well  ascertained  scarcity  reinvigorated  the 
efforts  of  the  Free  Traders.  From  all  parts  of 
the  country  remonstrances  came  up  to  the  Govern- 
ment, calling  upon  them  to  open  the  ports,  and 
let  in  food.  The  Times  now  joined  the  cry,  a 
sure  symptom  of  its  approaching  success.  On 
the  28th  October,  a  great  meeting  was  held  in  the 
Free  Trade  Hall  at  Manchester,  into  which  8,000 
gained  admittance,  and  hundreds  were  turned 
away.  Mr.  Cobden  and  Mr.  Bright  called  upon 
the  meeting  to  demand  the  government  to  open 
the  ports. 

Repeated  meetings  of  the  Cabinet  were  held. 
It  was  well  known  that  most  alarming  reports 
were  p6u*in|  in  from  Ireland,  but  on  the  7th  of 
November,  tne  Standard^  the  ministerial  paper, 
flung  defiance  in  the  face  of  the  Free  Traders, 
and  declared  that  the  ports  should  not  be  opened, 
as  there  was  abundance  of  supplies  in  the  country. 

Whatever  may  have  been  Sir  Robert  Peel's 
own  opinion  at  this  time,  as  to  the  necessity  of 
abolishing  the  Corn  Laws,  and  however  much  he 
may  have  been  hampered  with  his  party  connec- 
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tioQS  in  giring  effect  to  it,  his  opponent  was  free 
from  any  such  trammels.  Lord  John  Russell, 
now  seeing  that  the  tide  of  free  trade  opinion 
was  fast  ^coming  iiTesistible,  hastened  to  take 
advantage  of  it.  The  country  was  surprised  by 
a  letter  from  him,  dated  Edinburgh,  November 
22nd,  stating  that  his  opinions  on  the  subject  of 
the  Com  Laws  had  undergone  a  complete  change 
in  twenty  years.  He  used  to  be  of  opinion  that 
Com  was  an  exception  to  the  general  rules  of 
Political  Economy,  but  he  was  now  convinced  of 
the  contrary.  He  had  formerly  proposed  a 
moderate  fixed  duty  as  a  compromise,  but  he  now 
saw  that  was  untenable.  ^  It  is  no  longer  worth 
while  to  contend  for  a  fixed  duty.  In  1841,  the 
Free  Trade  party  would  have  agreed  to  a  duty  of 
8s.  a  quarter  on  wheat,  and  after  a  lapse  of  years 
this  duty  might  have  been  further  reduced,  and 
ultimately  abolished.  But  the  imposition  of  any 
duty  at  present,  without  a  provision  for  its 
extinction  within  a  short  period,  would  but 
prolong  a  contest  already  sufficiently  fruitful  of 
animosity  and  discontent.         •        •        •        ♦ 

*^Let  us  then  unite  to  nut  an  end  to  a  system 
which  has  been  provea  to  be  the  blight  of 
commerce,  the  bane  of  agriculture,  the  source  of 
bitter  divisions  among  classes,  the  cause  of 
penury,  fever,  mortality,  and  crime  among  the 
people." 

This  letter  of  course  was  an  additional  em- 
barrassment to  the  Goverament.  Repeated  meet- 
ings of  the  cabinet  gave  notice  to  the  outside 
world  of  fierce  internal  struggles.  At  last,  on  the 
4th  of  December,  the  Times  astounded  the  world 
by  announcing  that  the  decision  of  the  Cabinet 
was  no  longer  a  secret.  Parliament  was  to  be 
summoned  early  in  January,  and  the  Duke  of 
Wellington  in  the  Lords,  and  Sir  Robert  Peel  in 
the  Commons,  would  propose  the  total  repeal  of 
the  Com  Laws.  The  protectionists  were  frantic. 
Contradictions  in  the  coarsest  language,  and 
printed  in  the  largest  type,  of  the  announcement 
of  the  Times^  were  reiterated  in  their  papers. 
The  Times  simply  said  that  time  would  prove  the 
trath  of  its  assertion.  On  the  8th  of  December, 
the  Ministry  resigned,  and  Lord  John  Russell 
was  commanded  to  form  another  on  Free  Trade 

Srinciples.  Sir  Robert  Peel  promised  his  indivi- 
ual  support,  and  full  information  was  given  to  him 
of  the  facts  in  possession  of  the  Grovei*nment,  but 
not  of  its  proposed  measures.  However,  after 
twelve  days.  Lord  John  Russell  found  himself 
unable  to  form  a  government,  and  on  the  20th  Sir 
Robert  Peel  was  commanded  to  re-assume  his 
position. 

At  length  the  success  of  the  seven  years*  labors 
of  the  League  seemed  certain,  and  it  appeared  to 
some  that  they  need  give  themselves  no  further 
trouble.  But  not  so  did  it  appear  to  its  leaders. 
They  determined  to  trust  to  no  one  but  them- 
selves for  success,  and  to  renew  their  SSbrts  with 
greater  vigor  than  ever.  On  the  23rd  December, 
an  immense  meeting  was  held  at  Manchester,  to 
support  the  operations  of  the  League.  It  was 
then  on  the  motion  of  Mr.  Henry  Ashworth, 
carried  with  acclamation,  to  raise  a  fiind  of 
je250,000,  and  within  an  hour  and  a  half  the 
subscriptions  reached  j£60,000.  Subscriptions 
rapidly  poured  in  by  hundreds  and  thousands. 
Meetinffs  were  held  in  nearly  every  town  of  any 
size  in  tne  kingdom,  and  large  sums  raised  in  each« 


At  length  on  the  22nd  of  January,  the  session 
of  Parliament,  which  was  looked  to  with  such 
deep  anxiety,  and  which  was  to  inaugurate  one 
of  the  most  memorable  revolutions  in  the  annals 
of  the  world,  commenced.  The  Queen*s  speech 
congratulated  the  country  on  the  prosperous 
results  which  had  already  attended  the  increased 
adoption  of  Free  Trade  measures,  and  advised 
their  further  extension,  especially  with  reference 
to  the  food  of  the  people. 

Lord  Francis  Egerton,  the  mover  of  the 
address  in  the  House  of  Commons,  avowed  that' 
his  opinion  on  the  Corn  Laws  had  undergone  a 
complete  change,  and  that  he  had  arrived  at  the 
conclusion  that  restrictions  permanently  applied 
to  the  introduction  of  foreign  commodities  should 
no  longer  be  adopted  by  the  Legislature  of  this 
country. 

Sir  Robert  Peel  explained  the  caose  of  the 
dissolution  of  the  government,  and  avowed  a 
change  of  his  opinion  on  the  subject  of  protection, 
and  that  the  arguments  for  the  maintenance  of  the 
Corn  Laws  were  untenable.  One  of  these  argu- 
ments was,  ^'  that  the  rate  of  wages  varies  with 
the  price  of  provisions,  that  high  prices  implied 
high  wages,  and  that  low  wages  were  the  con- 
comitants of  low  prices.  *  *  *  I  do  not 
believe,  after  the  experience  of  the  last  three 
years,  that  the  rate  of  wages  varies  with  the 
price  of  food.  I  do  not  beleve  that  with  high 
prices,  wages  will  necessarily  rise  in  the  same 
ratio.  I  do  not  believe  that  a  low  price  of  food 
necessarily  implies  a  low  rate  of  wages.  *  *  * 
Who  can  denv  the  fact,  that  during  the  three  years 
that  preceded  the  month  of  October  last,  prices 
were  comparatively  low  f  There  was  comparative 
cheapness  and  plenty,  and  yet  at  no  period  were 
the  wages  of  labor  higher  than  during  that  period. 
If  you  take  the  three  preceding  years,  you  will 
find  high  prices,  and  coexistent  with  high  prices 
you  will  find  low  wages.  Well,  then,  I  have  six 
years;  I  have,  during  the  first  three  years,  high 
prices  and  low  wages ;  I  have,  during  the  l&at 
three  years,  low  prices  and  high  wages ;  and  I 
cannot  resist  the  conclusion  that  wages  do  not 
vary  with  the  price  of  provisions.  They  do  vary 
with  the  increase  of  capital,  with  the  prosperity  ot 
the  country,  with  the  increased  power  to  employ 
labor,  but  there  is  no  immediate  relation  l>etween 
wages  and  provisions— or  if  there  be  a  relation, 
it  is  in  an  inverse  ratio.  '*  He  then  detailed  the 
triumphant  success  of  his  Free  Trade  measures, 
and  that  he  could  continue  the  confiict  in  favcnr 
of  protection  no  longer.  He  expliuned  the  nature 
of  the  fearM  reports  the  government  had 
received,  and  claimed  for  himself,  as  responsible 
minister  of  the  Crown,  to  decide  what  was  best 
for  the  public  safety. 

The  new  financial  and  commercial  measures  of 
the  government  were  announced  for  the  27th  of 
January.  Expectation  was  wound  up  to  the 
highest  pitch.  Prince  Albert  for  the  first  time 
attended  a  sitting  of  the  House.  At  half  past 
four,  upwards  of  400  members  were  in  their 
places.  The  strangers*  seats  below  the  bar  were 
crowded  with  peers.  Sir  Robert  Peel  rose,  amidst 
breathless  silence,  to  explain  the  ministerial  in- 
tentions. Well  knowing  that  the  engrossing  in- 
terest of  his  audience  was  fixed  on  com,  and  that 
if  they  once  knew  his  intentions  on  that,  they 
would  care  comparatively  little  abont  any  other 
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alterations,  he  took  care  to  keep  that  subject  to 
the  last.     After  keeping  the  House  on  tenter- 
hooks for  about  an  hour  and  a  half,  he  came  to 
his  proposition  on  corn.     In  this  he  determined 
to  follow  nobod/s  plan  but  his  own.    He  refused 
immediate  and  total  repeal ;   he  refused  a  fix.ed 
duty.    He  proposed  a  temporary  continuance  of 
a  sliding  scale,  which  was  finally  to  expire  on  the 
1st  of  February,  1849.    Until  then,  he  proposed 
that  there  should  be  a  sliding  scale,  commencing 
with  10s.  when  the  price  was  48s.,  and  diminish- 
ing to  4s.,  being  a  shilling  of  diminution  of  duty 
for  every  shilling  com  rose  in  price,  till  53s.,  after 
which  it  was  to  be  fixed.    Mr.  Miles  proposed 
that  the  House  should  consider  the  ministerial 
measures  that  day  six   months.     The   debate 
raged  for  twelve  nights,  on  the  last  of  which  Mr. 
Cobden  made  one  of  his  usual  pointed  speeches. 
The  amendment  was  negatived  by  337  to  240. 
On  the  1st  of  Mai*ch,  Mr.  Yilliers  moved  as  an 
amendment,  that  the  repeal  should  be  total  and 
immediate,  but  this  was  rejected  by  265  to  78. 
On  the  27th  of  March,  the  second  readmg  was 
carried  by  302  to  214.     After  some  other  futile 
attempts  at  obstruction,  the  bill  passed  the  House 
of  Commons  on  the  15th  of  May,  by  327  to  229. 
The  Bill  passed  the  Lords  by  a  majority  of  211 
to  164  on  the  second  reading. 

Sir  Robert  Peel  had  now  safely  conducted  into 
harbour  his  great  measure.  He  had  conferred 
the  greatest  blessing  on  his  country,  but  his  per- 
fidy to  his  party  was  unforgivable.  Their  thirst 
for  vengeance  only  sought  an  opportunity  to  dis- 
play itself,  and  that  was  soon  presented.  The 
government  had  considered  it  necessary  to  intro- 
duce a  coercion  act  for  Ireland.  The  discussion 
of  this  had  been  dropped  till  the  great  com 
measure  was  secure.  When  that  was  effected, 
the  Arms  Bill  was  resumed.  Sir  WUliam  Somer- 
viUe  moved  that  it  be  adjourned  for  six  months. 
On  the  sixth  night  of  the  debate  the  messengers 
brought  the  assent  of  the  Lords  to  the  Corn  Bill. 
The  furions  Protectionists  who  had  voted  for  the 
first  reading  of  the  Bill,  joined  the  opposition, 
and  the  government  was  defeated  by  292  to  219. 

On  the  29th  of  June,  a  memorable  scene  was 
enacted.  The  greatest  minister  of  modern  times, 
having  just  achieved  the  pinnacle  of  his  great- 
ness, came  to  pay  the  penalty  of  his  former 
errors,  and  to  bear  perpetual  witness  of  the  in- 
vincible power  of  truth.  If  the  Liberals  could 
have  carried  the  Repeal  of  the  Corn  Laws,  it 
would  probably  have  strengthened  their  power 
for  many  vears.  But  the  government  of  Sir 
Robert  reel  was  founded  on  a  &lse  principle,  and 
when  the  hour  of  trial  came,  it  was  shattered  to 

Sieces.  On  this  solemn  occasion,  when  Sir 
Lobert  Peel  attained  his  tme  greatness,  and  being 
emancipated  from  the  thraldom  of  a  partv,  be- 
came the  pride  of  the  nation,  he  did  not  fail  to 
render  the  acknowledgment  that  was  due. —  '^  I 
said  truly,  that  in  proposing  oar  measures  of 
commercial  policy,  I  had  no  wish  to  rob  others  of 
the  credit  justly  due  to  them,  I  must  say  with 
reference  to  hon.  gentlemen  opposite,  as  I  say 
with  reference  to  ourselves,  that  neither  of  us  is 
the  party  which  is  justly  entitled  to  the  credit  of 
them.  There  has  been  a  combination  of  parties 
generally  opposed  to  each  other,  and  that  com- 
bination, and  the  influence  of  government,  have 
led  to  their  ultimate  success ;  but  the  name  which 


ought  to  be  associated  with  the  success  of  those 
measures  is  not  the  name  of  the  noble  lord,  the 
organ  of  the  party  of  which  he  is  the  leader,  nor 
is  it  mine.  The  name  which  ought  to  be,  and 
will  be,  associated  with  the  success  of  those 
measures,  is  the  name  of  one  who,  acting  I  be- 
lieve, from  pure  and  disinterested  motives,  has 
with  untiring  energy,  made  appeals  to  our  reason, 
and  has  enforced  those  appeals  with  an  eloquence 
the  more  to  be  admired  because  it  was  unaffected 
and  unadorned;  the  name  which  ought  to  be 
chiefly  associated  with  the  success  of  those 
measures,  is  the  name  of  Richard  Cobden.** 

Lord  Palmerston  expressed  his  satisfaction  that 
Sir  Robert  Peel  had  given  expression  to  the 
unanimous  sentiments  of  the  country.  He  had 
^*  well  said  that  the  merit  of  this  great  commercial 
measure  is  not  due  to  hon.  Members  on  this,  or 
on  that  side  of  the  House ;  it  is,  on  the  contrary, 
due  to  the  talent,  the  ability,  the  perseverance, 
and  firmness  of  my  hon.  friend,  the  Member  for 
Stockport.  The  right  honorable  baronet  has  paid 
a  just  and  deserv^  compliment  to  the  name  of 
Richard  Cobden.  When  the  house  and  the 
country  look  to  the  highest  point  in  the  history  of 
these  events,  they  will  see  the  name  of  Richard 
Cobden,  a  man  distinguished  by  great  zeal  and 
enlightenment  in  advancing  a  great  and  important 
change  in  our  commercial  code.**  Lord  Grey 
said  in  the  debate  on  the  second  reading  in  the 
Lords, — *'  In  his  opinion,  this  country  owed  a  debt 
of  gratitude  to  the  leaders  of  that  body  ( the 
League),  and  more  especially  to  Mr.  Cobden. 
He  said  that  to  him,  to  his  genius,  and  to  his  in- 
defatigable energy  and  perseverance— not  to  Sir 
Robert  Peel,  not  to  that  party  in  Parliament  with 
which  he  had  the  honor  of  being  connected,  but 
to  his  hon.  friend,  Mr.  Cobden,  were  they  in- 
debted for  the  achievement  of  what  he  believed 
to  be  one  of  the  most  important  measures  with 
reference  to  the  future  welfare  of  the  British 
people  which  ever  received  the  sanction  of  Parlia- 
*ment.  To  him  the  country  should  feel  deeply  in- 
debted. He  had  achieved  this  triumph  by  means 
altogether  unexceptionable.  There  had  been  no 
appeal  to  physical  force,  no  threatening  displays 
of  great  multitudes  of  persons  collected  together, 
[A  noble  Lobd  :  Because  he  could  not  get  them.] 
The  noble  lord  said,  *  because  he  could  not  get 
them.'  He  attributed  it,  however,  to  a  different 
cause.  He  believed  it  was  because  Mr.  Cobden 
thought,  and  thought  justly,  that  the  proper  way 
of  acting  on  the  opinion  of  Parliament  was 
through  the  opinion  of  the  nation.  All  his  efforts 
had  been  addressed  towards  converting  the  opinion 
of  the  nation — ^towards  teaching  both  farmers  and 
manufacturers  what  the  real  interests  of  the  com- 
munity upon  this  subfect  were,  and  considering 
the  time  in  which  this  great  change  of  opinion 
had  been  attempted,  he  must  say,  that  his  success 
appeared  to  him  idmost  miraculous.*' 

The  eyes  of  the  country  were  now  turned  upon 
the  League,  and  great  anxiety  was  felt  to  know 
what  it  would  do,  now  that  its  ostensible  purpose 
was  accomplished.  There  had  been  one,  and 
one  only,  similar  association,  that  for  the  repeal 
of  the  laws  against  the  Roman  Catholics.  Mr. 
Cobden  was  now  In  the  position  of  0*Connell. 
But  the  Catholic  Association  had  set  a  baneful 
example.  When  its  purpose  was  accomplished  it 
should  have  been  dussolved.    But  such  had  not 
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been  the  case.  For  many  years  its  leader  had 
kept  the  coantry  in  continnons  tannoil  and  agita- 
tion for  an  insincere  object,  the  Repeal  of  the 
Union.  O'ConnelFs  agitation,  landable  in  its  com- 
mencement, had  degenerated  for  many  years  into 
a  hollow  hypocrisy,  with  no  real  object  but  to 
collect  an  annuity  for  himself.  It  was  feared  that 
the  Lea^e  might  follow  this  example,  and  having 
obtained  the  repeal  of  the  obnoxious  laws,  might 
employ  its  gigantic  power  in  furthering  organic 
changes  in  the  constitution  of  the  country. 

But  it  lost  no  time  in  belying  these  prognosti- 
cations, and  in  indicating  its  constitutional  and 
disinterested  character.  On  the  2nd  July,  the 
final  meeting  of  the  council  of  the  league  took 
place  at  Manchester,  and  was  attended  by  500 
members  from  all  parts  of  the  Country.  The 
chairman,  Mr.  Greorge  Wilson,  gave  a  sketch  of  its 
history,  and  then  Mr.  Cobden  came  forward  and 
in  a  solemn  speech  moved  the  suspension  of  the 
active  operations  of  the  League,  which  was 
seconded  by  Mr.  Bright.  Subscribers  to  the 
£250,000  fund  were  released  from  payment  after 
their  first  instalment,  and  the  executive  Council 
were  empowered  to  resuscitate  it  if  the  Protec- 
tionist party  should  make  any  serious  effort  to 
restore  protection.  Mr.  Cobden  then  detailed  the 
labors  of  the  chief  members  of  the  council,  Mr. 
Wilson,  the  Chairman,  had  attended  1361 
meetings  of  the  council;  Mr.  Prentice,  1127, 
Mr.  Samuel  Lees,  863,  Mr.  Rawson,  601,  Mr. 
T.  Woolley,  485,  Mr.  W.  Bickham,  474,  Mr. 
W.  Evans,  444,  Mr.  Henry  Rawson,  258.  Mr. 
Cobden  then  said  that  these  gentlemen  deserved 
some  testimonial  for  their  services.  The  Chairman, 
though  first  offered  £500,  and  then  £1,000  a  year, 
had  always  refused  to  receive  a  farthmg  of  re- 
muneration. He  proposed  that  a  sum  of  not  less 
than  £10,000  should  be  presented  to  him  out  of 
the  frmds  of  the  League.  The  motion  was 
carried  unanimously,  with  shouts  of  applause.  A 
committee  was  aJso  appointed  to  consider  and 
decide  upon  a  testimonial  to  the  other  gentlemen 
named  by  Mr.  Cobden.  It  was  resolved  that  a 
tea  and  coffee  silver  service  of  240  ounces,  should 
be  presented  to  each.  The  chairman  then  said, 
*^As  no  other  gentleman  has  anything  to  address 
to  this  meeting,  it  is  now  my  duty  to  say  that  the 
Anti-Com-Law  League  stands  conditionally  dis- 
solved ;  ^  an  announcement  which  was  received 
with  sdlemn  silence. 

Suitable  and  well  deserved  rewards  had  been 
presented  to  the  chairman,  and  several  of  the 
most  active  members  of  the  counciL  But  no 
mention  had  been  made  of  the  two  who  were  best 
known  to  the  public,  Mr.  Cobden  and  Mr.  Bright. 
A  spontaneous  subscription  among  the  l^ee 
Traders  of  the  country  presented  Mr.  Cobden  with 
£75,000,  and  Mr.  Bright  with  a  valuable  library. 

Snch  is  a  short  and  very  meagre  sketch,  but 
unfortunately  such  a  one  only  is  compatable  with 
our  limits,  of  this  memorable  event.  There  is 
scarcely  anything  more  remarkable  in  the  history 
of  this  country,  or  in  that  of  any  other,  than  the 
rise  of  this  movement  in  a  small  room  over  a  stable 
in  Manchester,  its  rapid  progress,  the  constitution- 
ality and  the  moderation  of  its  course,  its  marvellous 
success,  and  the  transcendant  influence  it  is  here- 
after destined  to  exercise  over  the  happiness  of 
nations.  Although  we  have  of  course  been  obliged 
to  select  the  one  name  which,  by  universal  consent, 


stood  as  the  most  illnstrions  of  the  association, 
with  whom  to  connect  it,  there  were  hosts  of  others, 
each  admirable  in  his  own  way,  who  bore  a  con- 
spicuous part  in  its  success.  But  in  the  general 
history  of  a  campaign,  where  all  have  done  nobly, 
the  names  of  each  individual  officer  cannot  be 
specified.  But  the  three  volumes  of  the  League 
newspaper  are  an  imperishable  record  of  their 
services.  Englishmen  are  in  the  habit  of  regarding 
with  just  pride  the  history  of  the  seven  years  of 
the  Peninsular  War,  as  recorded  by  Napier.  His 
volumes  no  doubt  are  a  glorious  monument  of  the 
bravery,  the  firmness,  the  endurance  and  the  per- 
severance of  the  people  of  this  country  under 
overwhelming  difficulties.  But  we  will  venture 
to  say  that  the  history  of  the  seven  years*  contest 
of  the  League  is  a  monument  in  every  way  as  well 
deserving  our  admiration.  As  a  record  of  fervent, 
rational,  and  convincing  eloquence  enlisted  on 
behalf  of  a  righteous  and  beneficent  cause,  it  is  one 
of  the  noblest  monuments  of  the  human  race. 

It  has  often  been  mentioned  in  detraction  of  the 
members  of  the  League,  that  they  were  fighting 
for  their  own  selfish  interests.  It  is  scarcely 
worth  while  to  notice  such  a  flimsy  charge.  The 
same  thing  might  be  said  of  every  one  who  struggles 
to  free  himself  from  an  unjust  oppression.  If 
they  had  sought  to  impose  restraints  on  others  there 
might  have  been  good  ground  for  such  a  charge. 
But  they  were  only  determined  to  free  themselves 
from  burdens  imposed  by  others.  The  interests  of 
the  League  were  the  interests  of  the  human  race. 
And  therein  lay  the  secret  of  their  success.  It 
was  not  the  mere  eloquence  of  Cobden,  nor  the 
treason  of  Peel,  which  insured  the  triumph  of 
Free  Trade.  As  a  mere  popular  agitator  O'Con- 
nell  was  far  more  formidable  than  Cobden,  and 
yet,  when  his  eloquence  was  employed  on  behalf 
of  a  hollow  cause,  it  sank  beneath  general  con-* 
tempt.  But  the  success  of  the  League  is  a  me- 
morable example  of  the  innate  power  of  truth, 
when  allowed  the  inestimable  advantage  of  free  dis- 
cussion, to  win  its  way  against  the  most  powerful 
prejudices  and  interests.  And  every  one  knows  that 
the  removal  of  protection  has  been  of  the  greatest 
possible  beneflt  to  agriculture  itself.  Never  at 
any  time  has  agriculture  made  such  progress  as 
since  the  repeal  of  the  com  laws.  The  dismal 
forebodings  of  the  protectionists  have  been  com- 
pletely fa&ified.  Instead  of  capital  being  with- 
drawn from  farming,  it  has  rapidly  poured  into  it. 
Nor  is  it  only  in  a  commercial  view  that  Free 
Trade  has  been  beneficial.  There  can  be  little 
donbt  that  if  the  continental  revolutions  of  1848 
had  come  upon  us  with  the  com  laws  unrepealed, 
the  10th  of  April  of  that  year  would  have  ended 
in  a  very  different  way  to  what  it  did. 

The  superhuman  exertions  of  Mr.  Cobden 
rendered  considerable  repose  necessary  after  the 
exciting  scenes  of  the  great  Corn  Law  victory. 
He  then  made  a  tour  in  France,  Spain,  and  Italy. 
It  was  more  like  a  triumphal  progress  than  any-* 
thing  else;  every  great  town  invited  him  to  a 
public  banquet.  At  the  dissolution  of  1847,  he 
was  returned  spontaneously  by  the  West  Riding 
of  Yorkshire,  for  which  he  sat  till  1857.  He 
then  retired  from  public  life  for  a  year  or  two, 
and  was  elected  for  Rochdale  in  May,  1859. 

Mr.  Cobden  has  recently  been  engaged  <m  the 
part  of  England  in  negotiating  a  commercial 
treaty  with  France,  which  will  for  ever  break 
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down  tho  barriers  of  its  prohibitiye  policy,  and 
though  no  donbt  not  so  liberal  as  might  be  de« 
sired,  is  yet  an  immense  stride  in  the  direction 
of  Free  Trade. 

We  may  perhaps  be  permitted  to  remark  that 
the  repeal  of  the  Com  Laws  in  1846,  ought  to 
mark  an  era,  not  only  in  the  history  of  the  world, 
but  in  the  science  of  Political  Economy.  It  is 
often  supposed  that  the  establishment  of  Free 
Trade  is  the  whole  end  and  object  of  the  Science 
of  Political  Economy.  But  that  is  a  very  great 
mistake  indeed.  It,  in  fact,  only  clears  the  ground 
and  removes  obstructions  from  the  erection  of  the 
Science. 

It  would  be  a  very  interesting  inquiry  to  de- 
termine what  the  real  effect  of  Adam  Smith's 
work  has  been  in  the  repeal  of  the  Com  Laws  ? 
Is  it  not  within  the  ran^  of  possibility  that  the 
League  might  have  existed,  and  procured  the 
.establishment  of  Free  Trade,  without  Adam 
Smith  having  written  at  all  ?  Is  it  not  possible 
that  the  practical  evils  of  the  Com  Laws  would 
have  forced  themselves  upon  the  keen-eyed  manu- 
facturers without  any  teaching  P  At  all  events, 
the  repeal  of  the  Corn  Laws  is  the  Mausoleum  of 
the  Wealth  of  Nations^  If  the  repeal  of  the 
Com  Laws  be  really  due  to  that  work,  then  no 
doubt  Adam  Smith  will  rank  as  one  of  the 
greatest  benefoctors  to  the  human  race.  But  it 
is  not  permitted  to  any  man,  however  illustrioue, 
to  arrest  the  tide  of  science.  During  the  heat, 
the  turmoil,  and  the  dust  of  the  battle,  to  estab* 
lish  a  great  practical  principle,  there  is  little  time 
to  attend  to  the  niceties  of  language,  and  the 
exact  expressions  of  science.  But  now  that  the 
great  victory  is  won,  and  men  are  enabled  to  sit 
down  in  a  quiet,  inquiring  spirit,  the  time  has 
come  for  a  complete,  calm,  and  deliberate  resurvey 
of  the  whole  science.  The  destruction  of  pro- 
tection is  the  first  fruits  of  the  struggles  of  the 
infant  science,  and  not  its  termination.  The  de- 
finition of  the  science  which  has  received  the 
sanction  of  the  highest  authorities  of  modem 
times  is,  that  it  is  the  science  which  treats  of  the 
exchangeable  relations  of  quantities^  in  which  a 
state  of  firee  exchange  is  presupposed. 

Now  every  one  who  has  studied  the  science 
knows  perfectly  well,  that  thoueh  economists  of 
all  schools  are  thoroughly  united  in  the  doctrine 
of  Free  Trade,  yet  that  the  science  itself  is  in  a 
most  lamentable  state.  There  is  not  a  single  de- 
finition, or  general;law  in  it,'  which  is  not  the  sub- 
ject of  the  warmest  controversies  ;  and  there  are 
scarcely  any  in  which  any  two  economists  agree. 
Is  this  a  creditable  state  of  things  ?  Is  it  inevit- 
able, and  inherent  in  the  nature  of  the  thing 
itself?  We  answer,  certainly  not.  We  say  that 
it  is  as  certainly  possible  to  settle  the  definitions 
and  axioms  of  Political  Economy,  as  those  of  any 
other  science  whatever.  But  it  is  necessary  to 
set  about  it  in  the  same  way.  The  immortal 
discoverers  and  founders  of  the  difierent  physical 
sciences  have  left  us  sure  fmd  certain  models  to 
guide  us  how  a  science  should  be  formed.  There 
is  no  bne  conversant  with  their  early  history  who 
can  f^  to  see  that  their  early  progress  was  beset 
with  controversies,  presenting  the  most  striking 
analogies  to  those  which  now  unhappily  divide 
Economists.  And  we  say  that  there  is  no  con- 
trover^  now.existing  among  economists  regarding 
the  definitions  and  axioms  of  their  science,  which 


cannot  be  conclusively  settled  by  the  analogy  of 
some  controversy  in  some  physical  science. 

The  time  has  now  come,  then,  for  the  birth  of 
a  new  science  of  Political  Economy,  in  which  all 
its  definitions  and  all  its  axioms  shall  be  suc- 
cessively subjected  to  the  searching  and  well 
settled  laws  of  Inductive  Logic,  and  it  will  then 
take  rank  as  an  exact  science. 

When  this  is  done  it  will  be  found  that  much 
of  what  passes  cuiTcnt  in  books  as  established 
trath  is  mere  delusion,  and  much  that  is  supposed 
to  be  paradoxical  will  be  shewn  to  be  undoubted 
truth. 

Mngland,  Ireland,  and  America.  London, 
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1793  and  1853,  in  three  letters,    London,  1853. 

How  roars  are  got  up  in  India,    London,  1853. 

What  next,  and  next  f    London,  1 856. 

COOHIN,  JEAN  DENIS  KABIE,  bom  in 
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Died  in  1841. 

De  V extinction  de  la  mendicitS.    Paris,  1829. 

Manuel  des  fondaienrs  et  des  directeurs  des 
premieres  Scales  de  Venfamce  connues  sous  le  nam 
de  Sidles  dasUe.    Paris,  1845. 

COCHKANEy  aEO&OR 

On  the  employment  of  the  poor  in  Great  Britain 
and  Ireland.    London,  1845. 

COCHUT,  P.  A. 

Xato,  son  systems  et  son  ipoque,    Paris,  1853. 

COCEy  S.  of  Liverpool. 

An  examination  of  the  Report  of  the  Bullion 
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Berlin,  which  office  he  was  obliged  to  resign.  He 
spent  his  leisure  in  writing  works  on  financial 
questions.  He  was  afterwards  recalled  and  ap- 
pointed to  a  place  in  the  office  of  Prince  Harden* 
berg.    He  died  13th  January,  1820. 

Die  neue  Staatsweisheit    Berlin,  1812. 
Materialen  fur  die  preussische  staatswirthschaft* 
liche  Oesetzgebttrg,    Xreipsig,  1811. 

COESSIN.  F«  0.  A  socialist  writer,  bom  in 
1782,  and  died  in  1842. 

Les  neuf  livres,  suivi  de  la  thSorie  de  Venvahisse-* 
ment  et  dun  aper^  ginh^  de  la  tMorie  des 
formes  sociales,    Paris,  1809. 

COFFINIEBES,  ANT.  SIMEON  OABBIEL 

bom  in  1786.  Doctor  of  Laws,  and  an  advocate 
before  the  Court  of  Cassation.  * 

De  la  bourse  et  des  speculations  sur  les  effete 
publics.    Paris,  1824. 

Etudes  sur  le  budget^  et  specialement  sur  Ttm- 
pot  fonder,    Paris,  1848. 
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Description  genSrale  des  numnaies  de  la  Rfpub' 
lique  Bomainej  communement  appeUes  MedaUles 
Consulaires.    Londi'es,  1857. 

COIGNET,  PBAN90IS, 

Riforme  du  cridit  et  du  commerce.    Paris,  1849. 

com. 

About  mending  the  coyn,    London,  1695. 
COINAaE. 

Decimal  Coinage ;  a  short  and  easy  method  of 
changing  the  present  currency  into  the  decimal 
system.    London,  1854. 

Decimal  Coinage;  what  it  otight^  and  what  it 
ought  not  to  be.    London,  1854. 

OOnVAOR  Most  nations,  even  the  rndest, 
have  felt  the  advantage  of  employing  some  sub- 
stance to  perform  the  functions  of  a  currency. 
Under  the  article  Cubbbnct,  we  have  noticed 
most  of  the  substances  which  have  been  used  for 
this  purpose  by  different  nations.  A  metal,  how- 
ever, of  some  sort  has  been  found  to  possess  the 
greatest  advantages,  and  of  these,  gold,  silver,  and 
copper,  have  been  chiefly  preferred. 

Gold  and  silver,  however,  in  a  perfectly  pure 
state  are  too  soft  to  be  used  for  this  purpose,  and 
it  is  necessary  to  mix  some  other  metel  with  them 
to  harden  them,  which  is  called  alloy.  By  a 
chemical  law,  whenever  two  metals  are  mixed 
together,  the  compound  is  harder  than  either  of 
them  in  a  pure  state. 

2.  When  gold  and  silver  are  in  the  mass,  they 
are  called  Bnixiov,  which,  of  course,  may  be  of 
different  degrees  of  fineness.  But  as  the  laws  of 
all  countries  in  which  bullion  is  coined  into  money 
define  the  quantity  of  alloy  to  be  mixed  with  the 
pure  metal,  we  shall  in  this  article  use  the  word 
Bullion  to  mean  gold,  or  silver,  in  the  mass, 
mixed  with  such  a  proportion  of  alloy  as  Is  ordered 
by  law,  so  as  to  be  fit  to  be  coined. 

3.  Some  nations  have  used  Bullion  as  a  cir- 
culating medium ;  but  the  merchants  of  those 
nations  were  obliged  to  carry  about  with  them 
scales  and  weights  to  weigh  out  the  bullion  on 
each  occasion.  This  was  usual  among  the  Jews. 
Li  some  countries  it  is  necessary  both  to  weigh  and 
assay  the  bullion  at  each  operation,  which  of 
course  is  a  great  impediment  to  commerce. 

Other  nations  adopt  a  more  convenient  prac- 
tice. They  divide  the  bullion  into  pieces  of  a 
certain  definite  weight,  and  affix  some  public 
stamp  upon  it  to  certify  to  the  public  that  these 
pieces  are  of  a  certain  fixed  weight  and  fineness, 
and  they  give  them  certain  names,  by  which  they 
are  commonly  known. 

These  pieces  of  bullion  with  a  public  stamp 
upon  them  to  certify  theur  weight  and  fineness, 
and  called  by  a  publicly  recogpiized  name,  and 
intended  to  be  used  for  the  purposes  of  commerce 
without  further  examination,  are  called  Coims. 

4.  It  may  almost  appear  superfluous  to  remark 
that  this  stamp,  or  cei*tificate,  in  no  way  affects 
the  value  of  the  metal,  or  the  quantity  of  things 
it  will  exchange  for.  Its  only  object  is  to  save 
the  trouble  of  weighing  and  assaying  the  bullion 
in  commercial  transactions.  Nor  can  the  name  of 
the  coin  in  any  way  affect  its  value.    Values,  it  is 


true,  are  estimated  in  the  number  of  these  pieces 
of  bullion  or  coins,  but  it  is  pei'fectly  clear  that 
it  is  necesarily  implied  in  the  bargain  that  these 
coins  contain  a  certain  definite  quantity  of  bullion. 

5.  Nevertheless,  although  this  seems  so  perfectly 
clear,  it  is  a  confusion  on  this  point,  which  is  at 
the  root  of  all  the  extravagancies  of  the  currency 
question,  which  have  so  long  vexed  the  public 
ear.  They  almost  all  arise  from  confounding  the 
name,  or  denomination  of  a  coin,  with  its  valfie^  its 
name  with  its  purchasing  power ;  and  from  sup- 
posing that  if  the  legislature  chose  to  call  a 
shilling  a  pound,  that  therefore  a  shilling  would 
have  the  value  of  a  pound.  Any  one  who  will 
brand  on  his  mind  Uie  simple  principle,  that 
although  the  stamp  gives  the  coin  currency,  it  is 
the  weight  of  bullion  alone  whloh  gives  it  value, 
will  be  able  to  steer  his  course  safely  Sirough  all  the 
shoals  and  quicksands  of  monetary  controversies. 

We  shall  see  a  little  further  on,  that  calling, 
the  reader's  attention  to  these  self-evident  truths, 
is  not  so  superfluous  as  it  may  appear  at  present. 

6.  It  is  also  perfectly  evident  that  if  this  pro- 
cess of  stamping  bullion,  and  so  turning  it  into 
coin,  is  done  free  of  all  expense,  at  the  will  of  any 
one  who  chooses  to  present  bullion  and  demand 
to  have  it  stamped,  and  also  without  any  delay, 
the  value  of  the  metal  as  bullion  must  be  exactly 
the  same  as  the  yalue  of  the  metal  as  coin. 

If,  however,  a  charge  is  made  for  the  workman- 
ship, or  if  any  tax  is  levied  on  changing  the  metal 
from  one  form  into  the  other,  or  if  a  delay  tf^es 
place  in  doing  so,  there  will  be  a  difference  between 
the  value  of  the  metal  as  bullion  and  as  coin,  and 
this  difference  will  manifestly  be  the  charge  for 
the  workmanship,  the  amount  of  the  tax,  and 
quantity  of  interest  accruing  during  the  period  of 
delay. 

These,  however,  are  all  fixed,  or  constant 
quantities,  which  may  be  ascertained,  and  they 
rorm  the  limits  of  the  variation  of  the  value  of  the 
metal  in  one  form,  from  its  value  in  the  other. 

7.  In  the  following  remarks  we  shall  assume 
that  there  is  no  charge  for  the  workmanship  of 
coining,  no  tax  upon  it,  and  no  delay  in  doing  it, 
no  obstruction  in  short  of  any  sort  to  changing  the 
metsd  from  one  form  to  another. 

If  in  any  particular  cases  obstructions  should 
occur,  of  course  the  necessary  corrections  must 
be  made  throughout  the  course  of  the  following 
reasonings. 

Upon  the  assumptions,  then,  above  stated,  we 
have  this  fundamental  principle  of  the  coinage : — 

Any  quantity  of  metal  in  the  form  of  Bullion 
must  be  exactly  of  the  sttme  value  as  the  same 
quantity  of  metal  in  the  form  of  coin. 

8.  Now,  as  the  very  purpose  of  coining  is  to 
certify  that  the  pieces  of  bullion  are  of  a  certain 
definite  weight  and  fineness,  it  is  evident  that  any 
fixed  quantity  of  bullion,  as  a  pound  weight,  must 
always  be  divided  into  a  fixed  number  of  coins. 

The  number  of  coins  into  which  a  ripen  quantify 
of  Bullion  is  divided^  is  called  the  Mint  Faicx  of 
that  quantity  ofBulUon. 

9.  It  is  perfectly  clear,  then,  that  the  Mint 
Price  of  Bullion  is  a  fixed  quantity,  it  can  by  no 
possibility  vary,  until  the  same  quantity  of  buiiiou 
is  coined  into  a  different  number  of  coins. 

To  alter  the  Mint  Price  of  Bullion  is  merely  an 
expression  which  means  an  alteration  in  the  standard 
weight  of  the  coinage* 
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10.  To  suppose  that  the  Mint  Price  of  Ballion 
conld  vary  is  manifestly  as  great  an  error  as  to 
suppose  that  a  hundred-weight  of  sugar  can  be  a 
different  weight  from  112  separate  pounds  weight 
of  sugar,  or  that  any  quantity  of  wine  in  a  hogs- 
head could  be  different  in  quantity  from  the  same 
quantity  of  wine  in  bottles,  or  that  a  loaf  of  bread 
could  alter  its  weight  by  being  cut  up  into 
slices. 

11.  Now  the  original  measure  of  value  in 
France,  England,  and  Scotland,  was  the  pound 
weight  of  silver  bullion.  No  coin,  however,  of 
this  actual  weight  was  ever  struck.  But  the 
pound  weight  of  bullion  was  divided  into  240 
coins  called  pence.  Twelve  of  these  pence  were 
called  a  shilling  or  solidus,  and  therefore  twenty 
shillings  or  solldi,  made  a  pound.  These  240 
pence  actually  weighed  a  pound  of  bullion. 

Now  let  us  denote  the  pound  weight  of  metal 
in  the  form  of  bullion  by  the  symbol  —  lb.,  and 
the  pound  weight  of  metal  in  the  form  of  coin  by 
the  symbol  —  £.    Then  we  have : — 

240  pence  »  20  shillings  »  1  £  »  1  lb. 

Now  it  is  perfectly  clear  that  if  the  pound 
weight  of  bullion  were  divided  into  a  greater 
number  of  pieces  than  240,  that  greater  number 
would  still  be  equal  to  the  pound  weight,  and  if 
we  denoted  by  the  symbol  £,  240  pieces,  or  pence, 
irrespective  of  their  weight,  we  should  have  the 
1  lb.  equal  to  1  £,  +  the  number  of  pieces  above 
240. 

12.  Now  this  is  what  has  been  done  in  the 
coinage  of  all  the  three  countries  above  mentioned. 
The  sovereigns  of  these  countries  were  frequently 
in  want  of  money  to  pursue  their  various  extrava- 
gancies, and  as  they  could  not  make  more  money, 
they  adopted  the  fraudulent  and  surreptitious 
plan  of  cutting  the  pound  weight  of  bullion  into 
a  greater  number  of  pieces,  but  they  still  called 
them  by  the  same  name.  By  this  means  they 
gained  an  illusory  augmentation  of  wealth.  As 
they  could  not  multiply  the  quantity  of  the  metal, 
they  at  various  periods  falsified  the  certificate. 
While  they  still  called  their  coins  by  the  same 
name,  they  diminished  the  quantity  of  bullion  in 
them,  and  so  coined  more  than  the  original  num- 
ber of  pence  out  of  a  pound  weight  of  bullion. 

The  consequence  of  this  was  very  manifest. 
As  240  pence  were  still  called  a  pound  or  j£,  in 
money,  whatever  their  weight  was,  and  as  more 
than  240  pence  were  coined  out  of  a  pound  of 
bullion,  the  £,  or  pound  of  money,  began  to  vary 
from  the  lb.,  or  pund  of  bullion.  This  falsifica- 
tion of  the  certificate  increased  till  the  time  of 
Elizabeth,  when  instead  of  240  pence,  or  20  shil- 
lings, being  coined  out  of  the  pound  weight  of 
bullion,  no  less  than  62  shillings,  of  744  pence, 
were  coined  out  of  it.    Then  we  have  manifestly 

744  pence  =  62  shillings  »  £3  2s  »  1  lb. 

Now  as  there  are  12  ounces  in  one  pound 
weight  of  bullion,  it  is  evident  that  each  ounce 
of  bullion  was  coined  into  62  pence,  and  hence, 
as  the  value  of  bullion  is  measured  by  the  ounce, 
the  Mint  Price  of  silver  was  said  to  be  5s.  2d.  the 
ounce. 

13.  Afterwards  gold  was  used  as  a  measure  of 
value,  concurrently  with  silver,  and  gold  pieces 
were  struck  and  made  to  pass  current  as  nearly 
as  could  be  done  at  the  value  corresponding  to 
the  market  values  of  gold  and  silver.  Thus  there 
was  for  a  considerable  time  a  double  standard. 

PAST    V.      VOL.   I. 


14.    The    celebrated    Locke,    however,    had 
pointed  out  (Locke),  that  a  double  standard  was 
improper,  and  that  there  ought  to  be  only  one 
standard  in  a  country.    Sir  Isaac  Newton  also 
pointed  out  in  1717,  (Newton)   that  the  coins 
were  then  improperly  rated   according  to  the 
market  value  of  gold  and  silver,  and  that  the 
effect  of  this  would  necessarily  be  to  drive  silver 
out  of  circulation.    In  consequence  of  his  repre- 
sentations, the  value  of  the  gold  coin  was  reduced, 
but  not  to  a  sufiicient  extent,  and  the  consequence 
which  he  predicted  took  place.    In  consequence 
of  ^Id,  in  coin,  being  still  overrated  in  com- 
parison with  its  relative  market  value  to  silver, 
merchants  during  the  course  of  the  last  century 
adopted  the  universal  custom  of  paying  their  bills 
in  gold  coin  in  preference  to  silver,  and  thus  gold 
became  gradually  to  be  considered  as  the  measure 
of  value  in  England. 

15.  In  1816,  this  custom  was  adopted  as  the 
law,  and  gold  was  declared  to  be  the  only  legal 
measure  of  value,  and  the  pound,  the  legal  tender 
or  measure  of  value,  became  the  equivalent  in 
gold  of  20s.  in  silver. 

The  pound  weight  of  gold  bullion  was  ordered 
to  be  cut  into  46  pieces  of  the  value  of  20s.  or 
£1  each,  with  a  piece  over,  equal  to  l4-20ths  and 
6-12ths  of  l-20th,  or  the  Mint  Price  of  1  lb.  of 
gold  was  fixed  at  £46  14s.  6d. 

But  as  the  value  of  gold  is  estimated  by 
the  ounce,  the  Mint  Price  of  gold  is  fixed  at 
£3  17s.  lO^d.  per  ounce,  and  as  long  as  the  coins 
are  ordered  to  be  coined  of  the  same  weight,  the 
Mint  Price  cannot  vary. 

16.  Until  recent  times,  when  more  attention 
has  been  paid  to  the  state  of  the  coina^  these 
coins  might  circulate  for  a  considerable  time  in  a 
country,  and  lose  much  of  their  weight,  without 
losing  their  value.  People  were  so  accustomed  to 
attach  a  certain  value  to  the  sight  of  a  particular 
coin,  that  unless  they  were  money  dealers  they 
did  not  stop  to  inquire  too  curiously  whether  it 
was  exactly  of  the  proper  weight  or  not.  In  fact, 
when  a  coinage  has  been  some  time  in  use,  few 
people  know  what  the  legal  weights  of  the  coins 
are.  Many,  for  instance,  do  not  associate  the 
idea  of  a  pound  with  any  particular  weight  of 
bullion,  and  thus,  in  exchange  for  commMiities 
and  services,  coins  may  pass  at  their  nominal 
value  for  a  considerable  time  after  they  have  lost 
much  of  their  weight.  Thus  Shakespeare  says^ 
(Cymbeline^  Act  v.,  Sc,  iv.J 

*'  *Tween  man  and  man,  they  weigh  not  every  stamp, 
Though  light,  take  pieces  for  the  figure's  sake." 

When  coin  has  been  some  time  in  circulation, 
it  must  necessarily  lose  much  of  its  weight  from 
the  wear  and  tear  of  circulation,  even  if  it  be  not 
subjected  to  any  bad  practices,  such  as  clipping, 
which  used  to  proceed  to  a  great  extent  in  this 
country  formerly,  as  will  be  shewn  a  little  further 
on.  So  late  as  1 8 1 6,  when  the  last  great  reforma- 
tion of  the  coinage  took  place  in  England,  the 
greater  part  of  the  metallic  circulating  medium 
was  notlunff  but  a  thin  wafer  of  silver,  from  which 
all  traces  of  an  impression  had  long  since  vanished, 
and  it  was  reduc^  to  scarcely  more  than  half  its 
legal  weight. 

17.  C^ins  might  circulate  in  a  countiy  for  some 
time  after  they  had  lost  some  of  their  weight, 
without  any  perceptible  change  in  their  value  with 
respect  to  ordinary  commerce.    But  when  they 
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were  given  in  exchange  for  bullion  the  case  wonld 
be  different.  As  the  valne  of  bullion  is  measured 
weight  for  weight  with  the  coins,  it  is  clear  that 
if  the  coins  have  lost  their  weight,  a  greater 
number  of  them  must  be  given  to  purchase  any 
amount  of  bullion  than  if  they  are  of  full  weight. 
Thus  if  the  Mint  Price  of  silver  bullion  be  5s.  2d. 
per  ounce,  or  if  that  be  the  quantity  of  coin  into 
which  an  ounce  of  silver  bullion  is  cut,  then  if 
the  coins  have  lost  their  proper  weight  from  any 
cause,  it  is  clear  that  more  than  5s.  2d.  must  be 
given  to  purchase  an  ounce  of  bullion.  It  may 
pei*haps  require  6s.  or  even  more,  to  buy  an 
ounce  of  bullion. 

18.  Now  the  quantity  of  coin  at  its  full  legal 
weight,  which  is  equal  to  a  given  weight  of  bul- 
lion, is  called  its  Mint  Pbicb,  but  the  quantity 
of  the  current  coin  which  is  equal  to  it  in  weight 
is  called  the  Market  Price  ;  and  as,  if  the  coins 
are  diminished  in  weight,  more  of  them  must  be 


course  require  a  larger  number  of  the  light  pieces 
than  of  the  heavy  ones,  so  that  prices  would  ap- 
parently rise  if  paid  in  light  money.    In  such  a 
state  of  things  the  prices  of  goods  are,  in  a  cer- 
tain sense,  fictitious — a  number  of  light  pieces  are 
presumed  to  have  the  same  value  as  the  same 
number  of  heavy  ones.    The  weight  of  bullion 
given  in  exchange  for  commodities  is  expressed 
in  a  greater  number  of  figures  than  it  ought  to  be, 
and  if  the  law  prevents  any  difference  being  made 
between  heavy  and  light  pieces,  the  same  number 
of  heavy  pieces  will  purchase  no  more.    This  is 
as  great  an  anomaly  in  commerce  as  it  wonld  be 
to  say  in  arithmetic  that  three  were  equal  to  four. 
But  the  consequence  is  very  plain.    If  four  pieces 
of  coin  will  only  purchase  as  many  commodities 
as  three  ought  to  do,  no  one  will  turn  bullion  into 
coin  at  so  great  a  disadvantage.    On  the  contrary, 
as  bullion  would  diminish  so  much  in  value,  it 
would  be  sent  to  other  countries,  where  it  would 


given  than  if  they  are  of  full  weight,  the  Market    purchase    a   greater    amount    of  commodities. 


Price  will  apparently  be  higher  than  the  Mint 
Price^  and  this  is  called  a  rise  of  the  Market 
Price  above  the  Mint  Price, 

This  expression,  however,  has  given  rise  to 
much  error.  The  plain  meaning  of  it  clearly  is, 
that  six  of  the  current  coins  are  only  equal  to  what 
5s.  2d.  ought  to  be,  which  merely  means,  that  the 
current  coinage  is  deficient  by  l-6th  of  its  legal 
weight.  Thus,  in  reality,  we  see  that  it  is  per- 
fectly clear  that  the  rise  of  the  market  price  is 
due  to  the  dbpreciatioit  of  the  coinage. 

Hence  we  obtain  this  fundamental  law  of  the 
coinage. — When  the  Market  Price  of  BtUlion  rises 
above  the  Mint  Price,  the  excess  is  the  proof  and 
t?ie  measure  of  the  depreciation  of  the  coinage. 

19.  In  fact,  this  apparent  rise  of  the  market 
price  is  due  to  just  the  same  cause  as  has  made 
the  Mint  Price  of  silver  bullion  apparently  rise 
from  £1  in  the  days  of  Wilb'am  the  Conqueror,  to 
£S  2s.  in  the  present  day.  It  Is  merely  that  the 
same  quantity  of  bullion  is  cut  into  a  greater  num- 
ber of  pieces,  and  consequently  each  piece  must 
be  proportionably  diminished  in  weight,  or  de- 
preciated. 

20.  The  market  price  of  bullion  could  never 
fall  below  the  mint  price,  unless  there  was  more 
bullion  in  the  coins  than  there  ought  to  be,  and  of 
course  in  such  a  case,  the  d^erence  of  the  market 
price  below  the  mint  price,  would  be  the  proof 
and  the  measure  of  the  excess  of  the  coin,  above 
their  legal  weight. 

If  the  coinage  of  a  country  fall  into  a  degraded 
state  from  long  wear  and  tear,  and  a  new  coinage 
of  Ml  weight  be  issued,  and  allowed  to  circulate 
along  with  it,  one  of  two  effects  must  inevitably 
follow.  Either  those  persons  who  have  commo- 
dities to  sell  will  make  a  difference  in  the  nominal 
prices  of  articles,  according  as  they  are  paid  in 
the  fiill  weighted,  or  the  degraded  coin,  that  is, 
the  degraded  coin  will  be  at  a  discount  as  com- 
pared to  the  heavy  coin ;  or  if  there  be  a  law  to 
prevent  this,  and  to  make  both  pass  at  the  same 
value,  bullion  dealers  will  immediately  collect  all 
the  full  weighted  coins  they  can,  and  melt  them 
down  into  bullion,  or  export  them ;  so  that  the 
new  coinage  will  quickly  disappear  from  circula- 
tion. 

21 .  If  persons  in  selling  their  goods  are  paid  in 
light  coin,  as  they  wish  to  secure  a  certain  weight 
of  bullion  in  exchange  for  them,  they  wonld  of 


Moreover,  as  eveiy  one  would  try  to  pay  his  debts 
in  the  cheapest  medium,  or  at  the  least  expense 
to  himself,  it  is  evident  that  he  would  always  try 
to  pay  them  in  the  worst  coins  in  circulation,  and 
he  would  either  hoard  the  good  coins,  or  send  them 
to  foreign  countries. 

22.  These  considerations  lead  us  to  a  fnnda« 
mental  and  universal  law  in  Political  Economy, 
which  has  been  found  to  be  true  in  all  countries 
and  ages — That  bad  money  drives  out  good  money 
from  circulation.  Or  as  it  is  expressed  in  an 
anonymous  pamphlet,  A  reply  to  the  Defence  of 
the  Bank^  setting  forth  the  unreasonableness  of 
their  slow  payments*  London,  1696.  (Banking 
Works,  p.  154) : — 

'^  When  two  sorts  of  coin  are  current  in  the  same 
nation  of  like  value  by  denomination,  but  not  tn- 
strinsically,  that  which  has  the  least  value  unit  be 
current,  and  the  other  as  much  as  possible  will  be 
hoarded^^  or  exported,  we  may  add. 

The  fact  of  the  disappearance  of  good  coin  in 
the  presence  of  bad  was  noticed  by  Aristophanes, 
(Aristophanes)  and  was  long  the  puzzle  of 
financiers  and  statesmen,  who  continu^  to  Issne 
good  coin  from  the  Mint,  and  were  greatly  per- 
plexed by  its  immediate  disappearance;  till  Sir 
Thomas  Gresham  explained  the  cause  (Grssham), 
whence  we  have  called  it  Gresham*s  Law  of 
the  Currency. 

23.    The  very  same  principle  applies,  and  is 
the  real  objection  to  a  double  standard,  or  a  coin- 
age in  which  two  metals,  such  as  gold  and  silver, 
are  equally  adopted  as  legal  tender  to  an  unlimited 
amount.    The  relative  valufi  of  the  coins  may  be 
accurately  fixed  at  any  one  time  according  to 
the  market  vidues  of  gold  and  silver,  but  as  the 
market  values  of  these  metals  vary,  like  any  other 
commodities,  the  relative  Mint  values  of  the  coins 
are  sure  to  get  out  of  adjustment  with  the  relative 
market  vsdues  of  the  metals,  and  when  that  is  the 
case  the  one  which  is  underrated  is  sure  to  dis- 
appear from  circulation,  and  the  other  remain. 
It  was  this  cause  that  made  gold  become  the  usual 
medium  of  payments  in  England,  and  silver  the 
usual  medium  of  payments  in  France  during  the 
last  century,  as  may  be  seen  frirther  on  in  this 
article. 

24.  It  is  also  from  the  same  principle  that  a 
paper  currency  is  invariably  found  to  expel  a 
metallic  currency  of  the  same  denomination  from 
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circulation.  And  to  show  the  generality  of  the 
principle,  we  have  seen  (BAHKixia  in  Ambbica, 
§  S91)  that  when  a  depreciated  paper  currency 
had  wiyen  coin  out  of  circulation,  and  a  still 
more  depreciated  paper  currency  was  issued,  the 
more  depreciated  drove  out  the  less  depreciated 
from  circulation.    (Gubbxhct,  Papbb). 

25.  It  may  perhaps  be  worth  while  to  advert 
to  an  error,  which  is  by  no  means  unfrequent. 
Some  writers  contend  against  Jiasing  the  price  of 
gold,  as  it  is  called.  It  is  now  acknowledged  by 
every  one  that  it  is  a  great  economical  error  to 
attempt  to  fix  the  price  of  any  articles.  Some 
writers  contend  tluit  it  is  an  equal  error  to  Jix 
the  price  of  gold.  But  those  who  do  so  overlook 
a  very  important  consideration.  The  word 
**  price,'*  except  in  the  single  instance  *'Mint 
Price,"  always  denotes  the  quantity  of  one  article 
which  is  used  as  a  measure  which  is  given  for 
another  article  of  a  different  nature.  Thus  we 
say  that  the  price  of  a  bushel  of  com  is  6s.,  when 
the  silver,  the  substance  of  which  shillings  are 
composed,  is  of  a  different  nature  from  corn.  But 
in  the  expression  Mint  Price  of  bullion,  it  always 
means  the  value  of  bullion  expressed  in  coin  of 
the  same  metal.  Thus  the  Mint  Price  of  gold 
bidlion  means  its  price  expressed  in  gold  coin,  and 
the  Mint  Price  of  silver  bullion  means  its  price 
expressed  in  eilver  coin. 

26.  These  considerations  shew  that  so  long  as 
the  coins  retain  their  full  legal  weight,  the  Mar- 
ket Price  of  bullion  can  by  no  possibility  vary 
from  its  Mint  Price.  If  the  law  requires  an  ounce 
of  gold  to  be  coined  into  £3  17s.  lOjd.,  so  long  as 
the  coins  contain  their  proper  weight,  it  can  make 
no  difference  in  the  Market  Price  whe&er  gold 
becomes  as  plentiful  as  iron,  or  as  scarce  as  dia- 
monds. For  the  money  always  continues  of  the 
same  weight,  whatever  be  the  abundance  or  the 
scarcity  of  bullion.  The  value  of  gold  may  vary 
with  respect  to  other  things;  it  may  purchase 
more  or  less  bread,  or  meat,  or  clothes,  or  any- 
thing else  at  one  time  than  another,  but  it  is  ab- 
solutely impossible  that  its  value  in  bullion  can 
differ  from  its  value  in  coin.  To  suppose  that 
it  could,  would  be  as  irrational  as  to  suppose 
that  because  bread  became  very  abundant  or  very 
scarce,  a  loaf  of  bread  could  differ  from  itself  in 
weight  when  cut  up  into  slices,  or  a  cask  of 
wine  differ  from  itself  when  drawn  off  into 
bottles. 

27.  As,  however,  gold  and  silver  vary  in  value 
with  respect  to  each  other,  and  this  variation  may 
proceed,  nominally  at  least,  either  from  a  dimi- 
nution in  value  of  one  metal  (Dibonution  iv 
Yalub),  or  from  a  depreciation  of  the  coinage 
(Dbpbbciatioh),  we  are  enabled  to  devise  a  test 
by  which  to  decide  to  which  of  these  circum- 
stances it  is  due.  Thus  in  the  reign  of  William 
m.,  guineas  rose  to  28s.  and  30s.,  and  silver  bul- 
lion rose  at  the  same  time  to  7s.  an  ounce,  one 
party  stoutly  contended  that  this  was  due  to  the 
scarcity  of  silver.  Now  this  argument  was  ab- 
surd on  the  face  of  it,  because  if  silver  had  been 
extremely  scarce  as  compared  to  gold,  it  is  per- 
fectly clear  that  silver  would  have  risen  as  com- 
pared to  gold  and  not  fallen.  That  is,  guineas 
would  have  sold  for  less  than  22s.  and  not  more. 
From  the  figures  given  above,  this  argument  was 
manifestly  self-contradictory,  because  as  com- 
pared with  gold,  silver  had  apparently  fallen  in 


value,  and  as  compared  with  silver  money,  it  had 
apparently  risen  in  value. 

28.  Now  it  is  quite  clear  that  a  diminution  in 
value  of  the  coin  cannot  be  followed  by  any  dif- 
ference between  the  Market  and  the  Mint  Price 
of  bullion.  By  the  meaning  of  the  words  **  Mint 
Price,"  however  plentiful,  or  however  scarce,  gold 
may  be,  an  ounce  of  it  in  coin  must  always  be 
equal  in  value  to  an  ounce  of  it  in  bullion.  On 
the  other  hand,  a  depreciation  of  the  coinage  must 
inevitably  be  attended  by  a  rise  in  the  Market 
Price  above  the  Mint  F^ice  of  bullion,  because, 
however  plentiful  or  scarce  gold  is,  three-quarters 
of  an  ounce  of  it  in  coin  can  never  be  equal  in 
value  to  one  ounce  of  it  in  bullion.  The  case 
may  be  shortly  stated  thus : — Guineas  may  rise 
to  25s.  in  silver,  either  from  a  depreciation  of  the 
silver  coinage,  or  from  a  diminution  in  value  of 
silver.  What  is  the  test?  It  is  to  be  found  in 
the  Market  Price  of  silver.  If  the  silver  coinage 
is  debased,  the  Market  Price  of  silver  will  rise 
above  the  Mint  Price;  if  it  is  diminished  in  value, 
it  will  not. 

29.  The  preceding  considerations  contain,  we 
believe,  what  may  be  called  the  theory  of  the 
coinage.  They,  however,  only  relate  to  the 
coinage  of  one  country.  The  relation  between 
the  coinages  of  two  or  more  countries  is  called 
the  Exclum^e  between  them.  The  theory  of  the 
Excluuiges  IS,  however,  entirely  founded  on  the 
principles  explained  above.  It  will  be  found 
under  the  title  Exchangb.  The  same  principles 
also  contain  the  theory  of  the  Paper  Currency, 
to  which  we  must  also  refer. 

do.  In  condnding  this  part,  we  need  only  ob- 
serve that  its  principles  are,  of  course,  subject  to 
great  modifications  when  obstacles  are  interposed 
to  the  conversion  of  bullion  into  coin.  And  that 
in  several  instances  the  value  of  bullion  has  dif- 
fered immensely  from  the  same  quantity  in  coin. 
In  the  Eastern  Archipelago,  for  instance,  Spanish 
pillar  dollars  had  long  an  almost  exclusive  cur- 
rency. The  people  had  such  confidence  in  them, 
and  were  so  accustomed  to  their  use,  that  they 
would  take  nothing  but  them,  and  as,  of  course, 
they  were  only  coined  in  Spain,  when  the  supply 
of  them  was  deficient  in  the  East,  bullion  fell 
•to  an  immense  discount  as  compared  with  the 
dollars.  The  very  same  thing  happened  in 
the  Australian  Colonies  soon  after  the  gold  dis- 
coveries, before  Mints  were  established  there. 
Sovereigns  could  only  be  coined  in  England,  and 
there  was  no  means  of  converting  the  gold  into 
currency  without  sending  it  to  England  to  be 
coined.  Gold,  consequently,  fell  to  an  immense 
discount  as  compared  with  sovereigns.  After 
some  time,  however.  Mints  were  erected  in 
several  of  the  colonies,  and  a  plan  was  adopted 
of  issuing  notes  in  exchange  for  bullion,  and  this 
difference  was  immediately  rectified. 

We  may  also  observe  that  the  preceding  re- 
marks only  apply  to  the  variations  of  the  value 
of  the  coinage  and  bullion  inter  se.  They  in  no 
way  refer  to  the  variations  in  value  between  the 
precious  metals  and  commodities  in  general ; 
which  are  altogether  beyond  the  scope  of  this 
article. 

On  the  Coinages  of  several  countries, 

31.  The  history  of  the  coinage  is  an  essential 
part  of  the  Political  Economy  of  any  country. 
Moreover,  the  invention  of  coinage  has  exercised 
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such  fin  important  influence  oyer  the  prosperity 
of  mankind,  and  the  various  tamper ings  with, 
and  alterations  of,  its  quality  and  weight,  have 
produced  so  much  misery  among  nations,  that  an 
economist  will  natursdly  take  some  interest  in  the 
history  of  its  invention,  and  its  use  in  different 
countries. 

.  32.  When  nations  discontinued  the  practice 
of  direct  barter,  and  adopted  the  precious  metals 
as  a  measure  of  vidne,  the  expedient  of  cutting 
the  metal  into  pieces  of  definite  weight  and  fine- 
ness seems  so  obvious,  that  we  should  naturally 
expect  that  coining  was  invented  by  those  nations 
which  first  adopted  the  precious  metids  as  mone^. 
Strange  as  it  may  appear,  however,  it  is  certain 
that  this  was  not  the  case.  Silver  and  gold  were 
used  as  measures  of  value  for  ages  before  coining 
was  thought  of;  and  there  is  every  reason  to 
believe  that  coining  was  invented  by  a  people 
who,  up  to  the  time  of  inventii^  it,  did  not  use 
silver  and  gold  as  money,  and  coining  was  prac- 
tised by  them  for  centuries  before  it  was  intro- 
duced among  nations  who  had  used  the  precious 
metals  as  money  for  ages. 

33.  The  earliest  instance  we  have  recorded  of 
silver  being  used  as  money  in  commerce,  is  the 
passage  in  Genesis  xxiii.,  15,  16,  where  it  is 
said  that  Abraham  bought  the  field  of  Macphelah 
from  Ephron : — ^*  And  Abraham  hearkened  unto 
Ephron,  and  Abraham  weighed  to  Ephron  the 
silver  which  he  had  named  in  the  audience  of 
the  sons  of  Heth,  four  hundred  shekels  of  silver, 
current  money  with  the  merchant.**  It  need 
scarcely  be  remarked,  that  the  word  money  here 
has  been  inserted  by  the  translators,  and  may  lead 
some  to  think  that  it  means  coins  like  our  money. 
This,  however,  would  be  an  error.  The  silver 
was  probably  formed  into  small  ingots  or  rings, 
and  weighed  out,  and  we  know  that  the  Jewish 
merchants,  as  was  the  custom  all  over  the  East, 
carried  scales  and  weights  about  with  them  for 
the  purpose  of  weighing  out  the  price  of  commo- 
dities. The  Jevrs,  up  to  the  time  of  the  captivity, 
had  no  coined  money  at  all. 

34.  In  Genesis  xxxiii,  19,  it  is  said  in  our 
translation  of  the  Bible,  that  Jacob  purchased  a 
field  from  the  children  of  Hamor  for  a  hundred 
pieces  of  money.  In  the  Septuagint,  however, 
the  word  is  translated  ^'  lambs,**  which  is  also 
given  as  a  marginal  reading  in  many  editions  of 
the  Bible.  And  that  is  the  usual  meaning  of 
the  Hebrew  word  Kesitahj  which  is  used  in  the 
original.  The  true  meaning  of  this  word,  says 
Goguet,  Origin  des  Arts,  i.  290,  has  greatly  per- 
plexed the  interpreters.  Almost  all,  says  he,  are 
of  opinion  that  Moses  means  a  sum  of  money 
here.  But  was  it  coined  with  the  figure  of  a  lamb 
upon  it?  The  greater  number  think  that  it 
means  money  stamped  with  the  figure  of  a  lamb. 
Others  again  think  that  it  really  meant  lambs. 
But  as,  in  Acts  vii.  16,  it  is  expressly  said  that 
the  price  was  a  sum  of  money,  the  latter  opinion 
seems  inadmissible. 

Others  again,  perplexed  with  the  word  Kesitah, 
which  occurs  only  in  two  other  places  of  Scrip- 
ture, in  Joshua  xxiv.  32,  referring  also  to  this 
transaction,  and  in  Job  xlii.  11,  where  it  says 
every  man  gave  him  a  piece  of  money,  or  **  lamb,** 
and  unwilling  to  believe  that  coined  money  ex- 
isted in  those  times,  think  that  it  means  a  piece 
of  money  of  the  value  of  a  lamb. 


35.  Such  are  the  various  opinions  of  com* 
mentators  on  passages  which  are  of  some  interest 
in  the  history  of  the  coinage,  and  which  have 
never,  hitherto,  received  a  satisfactory  explana- 
tion, so  far  as  we  are  aware.  We  think,  how- 
ever, that  the  recent  discoveries  of  Sir  Gardiner 
Wilkinson  in  E^pt,  and  Mr.  Layard  in  Assyria, 
have  thrown  quite  a  new  light  on  the  matter,  and 
shewn  that  none  of  the  commentators  have  hit  on 
the  right  meaning. 

36.  In  Wilkhison*8  Ancient  EgypHane,^  edit 
1836,  vol  u,p.  1  l,and  also  in  his  Popular  Account 
of  the  Ancient  Egyptian*,  1854,  vol,  ii.  p,  149, 
and  also  in  Mr.  Layard*s  Discoveries  in  the  Ruin* 
of  Nineveh  and  Babylon,  1853.  p,  600,  we  find 
pictures  copied,  which  shew  Egyptians  and 
Assyrians  weighing  out  the  precious  metals  in 
ring-ingots,  with  weights  in  the  form  of  lambs, 
antelopes,  bulls*  heads,  lions,  and  other  animals. 
Specimens  of  these  kinds  of  weights,  made  of 
stone,  in  the  form  of  a  duck,  have  actually  been 
discovered  in  Nineveh,  and  are  now  in  the  Bri- 
tish Museum.  By  an  inscription  on  one  of  them, 
in  cuneiform  characters,  which  Dr.  Hincks  haa 
deciphered,  it  appears  that  it  weighed  thirty 
mana,  or  half  a  Babylonian  talent,  and  being 
weighed  at  the  mint,  was  found  to  weigh  40  lbs. 
4  0£.  4  dwts.  4  grns.  Several  bronze  lions  have 
been  found  which  were  also  weights. 

37.  We  think  there  can  be  little  reasonable 
doubt  but  that  we  have  here  the  clue  to  the 
interpretation  of  these  passages,  and  that  the 
quantity  of  money  was  weighed  out  with  weights 
in  the  form  of  a  lamb,  that,  of  course,  being 
some  well  known  and  definite  amount,  though 
how  much  it  was  has  not  been  ascertained.  In 
Genesis  xx.  16;  xxxvii.  28;  xlv.  22,  where 
pieces  of  silver  are  mentioned,  they  were,  no 
doubt,  ring-ingots  of  bullion,  as  we  see  depicted 
in  Wilkinson  and  Layard.  In  the  latter  two 
passages,  where  our  version  reads  **  silver,**  the 
Septuagint  has  *'  gold.** 

38.  The  first  mention  we  have  of  coined 
money  in  Scripture  is  in  1  Chron.,  xxix.  7 ;  Ezra, 
ii.  69 ;  Nehem.,  vii.  70,  71,  72,  where  our  version 
spealES  of  drams,  which  is  a  mis -translation  ibr 
Darics,  which  were  famous  Persian  ffold  coins, 
which  are  mentioned  afterwards.  These  books 
were  written  after  the  captivity,  when  the  Jews 
used  the  coins  current  in  rersia. 

39.  The  term  used  by  the  Jews  to  denote 
bnyinff  always  involved  the  idea  of  weighing. 
Thus  m  Isaiah,  Iv.  2,  where  we  read  in  our  ver- 
sion : — *''  Wherefore  do  ye  spend  money  for  that 
which  is  not  bread,**  the  word  in  the  original 
means  to  weigh.  And  indeed,  the  essential  idea 
of  value  always  means  weight ;  the  quantity  of 
one  thing  weighed  against  another.  So  in  Henry 
viii.,  Act  v.  sc.  1,  Cranmer  says : — 

"  Will  triumph  o*er  my  person,  which  I  weigh  not  :** 

i.e.,  value  not.  • 

The  first  native  coinage  of  the  Jews  was  struck 
in  the  time  of  the  Maccabean  princes,  when  An- 
tiochus  permitted  them  to  have  money  of  their 
own.    1  Mace.,  xv.  16.. 

40.  The  Assyrians  are  said  by  Mr.  Layard 
not  to  have  osed  any  coins.  Nor  had  the  Egyp- 
tians any  coinage  of  their  own,  but  they  seem  to 
have  been  the  first  to  use  gold  as  a  currency, 
which  they  did  before  silver,  which  Sir  G.  Wil- 
kinson says    hey  called  **  white  gold.*'     The 
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precious  metals  were  made  up  in  the  form  of 
rings,  and  were  weighed  oat  in  all  transactions, 
with  weights  of  different  forms ;  and  this  clnmsy 
method  c^  weighing  ont  the  price  of  every  com- 
modity continned  so  late  as  the  time  of  the 
Ptolemies,  and  was  only  gradually  superseded  by 
the  nse  of  Grecian  coins.  The  nse  of  the  ring 
money  continues  to  the  present  day  in  Sennaar 
and  the  neighbouring  countries. 

An  attempt  to  introduce  a  silver  coinage  was 
made  by  Aryandes,  the  Persian  governor  of 
Egypt,  under  Cambyses  and  Darius,  but  it  did 
not  succeed.  Of  this  something  more  la  said 
below. 

41.  Julius  Pollux,  Ix.  8S,  says  that  coining 
was  attributed  to  various  persons,  to  Pheidon  of 
Argos  by  some,  to  Lycus  and  Erichthonius  of 
Athens  by  others;  by  Xenophanes  to  the  Lydians, 
and  by  Aglosthenes  to  the  ISfaxians.  It  is  curious, 
however^  that  he  does  not  quote  a  well  known 
passage  in  Herodotus,  which  is  commonly  sup- 
posed to  assign  it  to  the  Lydians.  Plutarch  also 
says  in  his  life  of  Theseus,  §  25 :— "  He  coined 
money  too,  and  stamped  it  with  the  figure  of  an 
ox,  either  in  remembrance  of  the  Maratbonian 
bull,  or  of  the  general  of  Minos,  or  to  admonish 
the  citizens  to  follow  agriculture.  And  from  this 
coin,  it  is  said,  that  the  expression,  worth  100 
oxen,  or  ten  oxen,  is  derived."  We  quote  this 
passage,  because  many  ancient  writers  affirmed 
that  there  was  a  coin  called  a  /3ovc  in  very  an« 
cient  times,  which  was  alluded  to  in  the  passages 
of  Homer  mentioned*below,  and  even  some  mo- 
dern economists  have  held  the  same  notion.  But 
we  have  little  doubt  that  this  coinage  is  as 
mythical  as  Theseus  himself,  and  those  who  be- 
lieve in  one  may  believe  in  the  other.  We  might 
just  as  well  accept  it  as  an  historical  fact  that 
Ulysses  offered  Silenus  coin,  because  Euripides 
SftJB,  Cyclopia  160 : — 

It  has,  indeed  been  disputed  whether  money, 
or  coin,  was  in  use  in  Homer*s  day,  some  con- 
tending that  coins  were  meant  in  the  passages 
quoted  below.  But  all  critics  of  authority  are 
now,  we  believe,  agreed  that  there  is  no  allusion 
to  money  either  in  Homer  or  Hesiod.  We  our- 
selves, having  gone  over  the  Iliad  for  the  express 
purpose,  are  satisfied  that  there  is  not  the  faintest 
allusion  to  anything  like  money  in  it. 

42.  The  practice  of  barter  is  very  clearly 
described  in  Iliady  vii.  468 ;  when  the  vessels 
from  Lemnos  came  to  the  camp  of  the  Greeks 
freighted  with  wine,  they  purchased  it  with  cop- 
per and  iron,  leather,  oxen,  and  slaves. 

Nfec  ^c<  Aifuyoio  vapitrraaayj  dlyov  Ayavtreu 

i»  •  *  *  * 

^EvOev  &p  olvlliovTO  KApri  KOfiObtyrec  'Aytuolj 
"AXXoc  jJLEv  xaXiC^,  ^(XAoc  d*  aiOfoyi  triifipff 
"AXXoi  de  piyoiQy  6XKoi  5*  airrjcri  pSetrtriyj 
"AXXoi  5*  dydpair6dea<ri. 
Not  only  do  we  find  no  allusion  to  money  In 
Homer,  but  the  words  significative  of  wealth 
give*  no  preference  to  the  precious  metals  above 
other  things ;  on  the  contrary,  they  are  compa- 
ratively seldom  mentioned.    The  Homeric  words 
expressive  of  wealth  most  frequently  refer  to 
cattle,  or  horses,  or  agriculture.    Thus  we  have 
iro\v/^]|Vy  iroXv/3ovn}€|  noXviinrosj  i^CKoKriayo^ 


■ 


iroKvTauuMtVj  ^^vetOQ,  iroXvicrfffjKoy,  iroXvXifioC' 
In  Iliad  vii.  180,  and  xi.  46,  are  almost  the  only 
instances  in  which  gold  is  especially  alluded  to 
as  wealth,  voXvyovtroio  MvKfiyrjg,  When  the 
Greek  and  Trojanleaders  send  spies  to  discover 
the  plans  of  the  enemy,  neither  or  them  promises 
money  as  a  reward.  Nestor,  Iliad  x.  215,  pro- 
mises to  the  successful  spy  a  black  ewe  with  its 
young,  a  matchless  gift;  and  Hector,  x.  305, 
promises  on  his  side  a  chariot  and  a  pair  of 
horses. 

43.  The  Greeks  however,  in  that  early  age 
sometimes  referred  to  cattle  as  a  measure  of 
value.  Thus  in  Iliad  ii.  448,  Minerva*s  shield, 
the  ^gis,  had  100  tassels,  each  of  the  value  of 
100  oxen  :— 

TfJQ  iKaroy  Bveayoi  iray\pv<reoi  ijepidoyrax 
Hdyreg  eihrXeiciegy  kxarofifioiog  hk  eicatrroQ, 

Homer,  Iliad  vi.  234,  laughs  at  the  folly  of 
Glaucns,  who  exchanged  his  golden  armour  for 
the  copper  armour  of  Diomede : — 

"IS^yff  ai/re  TXavic^  Kpov/^i/c  0pc  vac  ^iXero  Zevg 
"Of  irpoc  Tv^el^r/y  Aio/i^^ea  T€v\e  afuificf 
Xpvaea  xaXKeUay^  kKarojAfloi  eyyeafioiufy* 

So  in  /ZtW  xxiii.  703,  Achilles  offers  as  a  prize 
to  the  conqueror  in  the  funeral  games  in  honor 
of  Patroclus,  a  large  tripod,  which  the  Greeks 
valued  among  themselves  at  twelve  oxen,  and  to 
the  loser  a  female  slave,  which  they  valued  at  four 
oxen : — 

T^  fi^y  yucffaayri  ^liyay  rpivoS  i/AirvpifiiiTtiy' 
Toy  de  hvufSeKafioioy  ivi  ff^l<ri  rloy  *A\aioi* 
^AyZpX  Zk  yucrfdiyri  yvyalic  ig  uiaaoy  c0i|ice, 
IloXXa  ^  ktrlmaro  Ipya,  rioy  ci  I  Tetraapafloioym 

So  also  in  Iliad  xxiii.  885,  Achilles  stakes  a 
spear  and  a  caldron  worth  an  ox : — 

Ka^  Ze  XifirfT  ihrvpoy  /3ooc  ^toy  iiyOefideyra 
0>7jc*  ig  kywya  ^iptay. 

Now  Julius  Pollux  says  that  there  w£8  a  coin- 
age in  early  times  in  Attica  bearing  the  figure  of 
an  ox,  and  he  says  that  some  suppose  that  these 
coins  are  meant  here,  and  not  oxen ;  an  opinion, 
however,  which  he  does  not  say  he  adopts,  as 
some  suppose  he  does.  .  J.  B.  Say,  however, 
adopts  that  opinion  from  M.  Garnier,  and  others 
have  done  the  same. 

44.  Every  critic  of  authority,  however,  has 
rejected  this  opinion,  and  when  we  examine  the 
internal  probability  of  the  thing,  we  can,  we 
think,  come  to  no  other  conclusion*  Athens,  at 
the  time  of  the  Homeric  poems,  wf  s  a  state  of  no 
great  importance.  And  how  was  it  likely  that 
the  coinage  of  so  small  a  place  should  be  the 
recognised  measure  of  value  throughout  the 
Greek  states  of  Asia  Minor  ? 

Moreover,  if  we  come  to  examine  the  values 
of  the  different  articles  mentioned  above,  by 
such  a  measure,  they  will  at  once  be  seen  to  be 
ridiculously  small.  The  quantity  of  silver  in  the 
/3ov  c,  supposing  it  to  have  been  an  early  name 
for  the  Attic  drachma,  did  not  exceed  that  of  a 
modern  shilling.  Now  the  purpose  of  the  tassels 
in  Minerva*s  shield  was  to  strike  terror  into  her 
enemies.  It  is  ludicrous  to  suppose  that  these 
terrible  tassels  should  only  have  had  as  much 
metal  in  them  as  there  is  in  five  sovereigns. 
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Again,  it  is  IndlcroiiB  to  sappoee  thii  the  golden 
vmour  of  GImiciis  should  oiily  have  been  worth 
fire  sovereigns,  or  even  the  copper  annonr  of 
Diomede  wOTth  nine  shillings.  It  is  also  abenrd 
to  sappose  tliat  the  tripod  proposed  as  a  prize  bj 
AchiUes  should  only  have  been  worth  twelve 
shillings,  or  a  skilful  female  slave  worth  only 
four  shillings;  or  that  AchUles  shonld  stake  a 
oUdron  worth  only  a  shilling.  Directly  we  look 
at  it  in  this  view,  it  seems  to  us  that  tiie  values 
assigned  to  the  articles  are  absurd,  but  as  soon 
as  we  consider  them  as  really  oxen,  they  become 
something  rationaL 

45.  litis,  however,  in  ^o  way  disproves  the 
assertion  of  Pollux,  that  there  was  an  early  coin- 
age at  Athens  stamped  with  the  figure  of  an  ox, 
and  called  a  ^ove,  as  we  shall  see  below,  that  it 
was  quite  common  for  cities  to  stamp  their  coinage 
witii  the  devices  of  animals  of  different  sorts, 
and  not  nnfrequentlv  the  coin  itself  was  called 
by  the  name  of  the  device  it  bore. 

46.  The  Homeric  poems  were  probably  writ- 
tenj  according  to  the  best  authorities,  about  the 
be^niuff  of  the  ninth  century,  B.C.    At  that 
period,  therefore,  we  have  seen  that  there  was  no 
money  of  any  sort  in  Greece,  nor  even  were  gold 
and  silver  used  as  measures  of  value.    But  soon 
after  this,  though  how  long  we  cannot   say,  a 
currency  of  a   curious   nature  came  into  use 
throughout  Ghreece.    They  used  large  iron  and 
copper  nails,  called  ofieXlman^  of  such  a  size 
that  six  of  them  made  a  handful,  and  when  silver 
was  substituted,  the  standard  silver  coin  of  the 
Greeks  derived  its  name  from  the  fact  that  it  was 
of  the  value  of  a  handful  of  these  naUs.    They 
are  mentioned  by  Plutarch  in  his  life  of  Lysander, 
§  17.    He  says  that  Lysander  sent  a  quantity  of 
gold  and  silver  money  to  Sparta,  by  Gyllppus, 
who  stole  a  part  of  it,  and  this  being  discovered, 
made  the  chief  Spartans  demand  that  all  the  gold 
and  silver  should  be  sent  away  as  a  foreign 
nuisance^  and  that  they  should  use  nothing  but 
their  own  national  coin,  which  was  of  iron,  and 
tempered  with  vinegar,  so  as  to  render  it  useless 
for  any  other  purpose.   And  he  says — •*  Probably 
all  the  money  in  former  times  was  of  this  kind, 
for  they   used   iron  skewers   as   money,   and 
some   used   copper   ones.     Whence   it   comes 
that  even  now  a  quantity  of  small  coin  is  called 
oboltu,  aud  a  drachma  is  six  oboli,  because  the 
hand  can  grasp  that  number."    We  shall  see  be- 
low that  Pheidon,  who  introduced  a  silver  coin- 
age into  Greece,  collected  a  number  of  these 
skewers,  and  laid  them  up  in  the  Temple  of 
Juno  at  Argos,  as  a  curiosity. 

47.  Although  Pollux  says  that  the  invention 
of  coining  was  by  different  writers  attributed  to 
four  different  persons,  or  peoples,  the  claimants 
for  this  honour  are  practically  but  two — ^Pheidon 
of  Argos,  and  the  Lydians.  The  maiority  of 
ancient  authorities  attribute  it  to  Pheidon,  kins 
of  Argos.  Thus  the  historian,  Ephorus,  is  quoted 
in  two  places  by  Strabo.    In  vIIL  6.  he  says, 

"*'Ei0opoc  ly  Alyly^  Apyvpov  vpOrov  Kowijyal 
^rfviy  inro  ifel^tayoc'  '£/iir<$p€iov  yap  yeyitrOai 
iraph  n)v  \vKp6rfira  r^c  X^Qa^  twv  iiydpunrmy 
BaKoTTOvpyovyrwy  efuroptKif^,  ' 

*^  Ephorus  savs  that  silver  was  first  coined  in 
^gina  by  Pheidon.  For  the  island  became  a 
commercial  port,  as  the  inhabitants  were  obliged 


to  betake  tiMmselTeB  to  marttmie  commeroe,  in 
consequence  of  the  sfeerili^r  of  the  landr  Abo 
in  VIIL  3:— 

**  Kill  furpa  i^tvpe  ra  ^tZ^yeta  KoXmffieyaf 
col  trradfwvtj  col  yS^ufffta  Kej^apayiuvoy  t6  t€ 
iXXo  ecu  TO  &pyvpoiym** 

'^And  he  Invented  the  measures,  called  the 
Fheidonian  ones,  and  weights,  and  coined  money 
of  silver,  and  other  kinds." 

The  J^^TMolo^taoR  Magmmm^  under  the  title 
'0/3eX/ovDCy  M78 — 

'^  SlayrMy  2c  wpSroc  ^eiZmy  ^Apyeioc  y6fiWfia 
eanl^ey  ky  Aiylr^  ml  ^ovq  to  ySfuafia  koI  aya' 
\a^y  mvc  ofieKitnoov^^  AyiOiiKe  rj  ky  "Apyet 

**  And  Pheidon  of  Argos  was  the  first  who  ever 
coined  money,  which  he  did  at  .Sgina,  and  he 
both  put  money  into  circulation,  and  withdrew 
the  skewers,  and  laid  them  up  in  the  temple  of 
Juno  at  Argos.** 

And  in  accordance  with  this,  .SHian  says,  Var. 
Hist.  XIL  10.  De  JEginetu  :— 

"  Kal  trpHroi  y6fu9fia  iK6n\farro^  koX  «{  ahr^y 
erX^dif  ydfiWfia  AlyiyaioyJ* 

^  And  they  were  the  first  who  coined  money, 
which,  too,  is  from  them  called  fflginiean  money. 

So  also  the  Parian  Marble  says,  CluUoiCs  Fast. 
HelUn.  I.  247  :— 

''  'A^'  otr  ^  .  •  Bkty  6  ^ApytioQ  l^fffievc  •  •  •  •  £ 
•  •  •  .  y€<rKevaa€f  col  y6fwyfAa  apyvpovy  ly  A2- 
yiv^  iwoliiaey" 

All  these  authorities,  therefore,  are  perfectly  clear 
that  Pheidon  of  Argos  was  the  first  who  coined 
money,  which  he  did  at  iBgina;  and  the  reason 
why  he  set  up  his  mint  at  J^na,  is  very  plainly 
given  by  Ephorus,  as  quot^  above,  because  it 
was  a  great  commercial  port,  and,  therefore,  it  was 
most  wanted  there  for  the  convenience  of  com- 
merce. 

48.  The  period  at  which  Pheidon  lived  has 
been  a  subject  of  much  dispute.  For  while  some 
carry  it  back  so  far  as  865,  B.C.,  others  bring  it 
down  to  783-744,  B.C.  The  question  is  fally 
discussed  in  the  first  Appendix  to  the  first 
Volume  of  Mr.  Clinton*s  Fasti  Hellemei;  and 
in  his  opinion,  the  latter  is  the  true  date.  And 
in  this  aecision  all  scholars  now  acquiesce.  We 
may,  therefore,  place  the  introduction  of  coined 
money  by  Pheidon  in  the  first  half  of  the  8th 
century,  B.C.  And  there  is  a  very  probable 
reason  why  he  should  have  invented  it.  At  this 
period  he  was  by  far  the  most  powerful  sovereign 
in  Greece.  Argos  was  the  metropolis  not  only  of 
the  Peloponnesian  Dorians,  but  also  of  the  Asiatic 
Dorian  colonies.  The  Dorians  carried  on  a  very 
large  commerce  with  the  Phcenicians,  and  it  was 
from  them  that  Pheidon  adopted  his  system  of 
weights.  From  time  immemorial  there  had  been 
two  standard  weights  used  in  Assyria,  the  Baby- 
lonian and  the  Euboic  talent  The  Dorians 
traded  with  the  Phoenicians,  and  adopted  the 
Babylonian  talent.  The  Ionic  Greeks  adopted 
the  £uboic  tfdent.  As  ^gina  was  the  greht  com- 
mercial depot,  this  talent  was  afterwards  called 
the  ^giniean  talent.  The  Assyrians  at  this 
period  had  no  coinage.  And  Pheidon  introducing 
the  system  of  Babylonian  weights  into  Greece, 
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seems  to  have  inveuted  a  ^rstem  of  measares  of 
his  own,  which  were  called  after  him,  and  also  a 
silver  ooinage,  to  supersede  the  clnmsy  iron  and 
copper  nails,  or  skewers,  then  used  as  currency. 
The  Spartans,  however,  who  at  this  period  were 
a  subordinate,  but  independent  tribe  of  Dorians, 
steadily  refused  the  new  invention  of  a  silver 
coinage,  probably  from  jealousy,  and  adhered  to 
the  old  iron  skewers.  They  retained  this  iron 
money  to  a  comparatively  recent  period.  (Cub* 
kshct). 

49.  The  account  of  the  invention  of  coinage 
just  given,  seems  to  be  natural  and  probable. 
There  is,  however,  a  passage  in  Herodotus  which 
seems  to  contradict  it.  He  says,  I.  94,  speaking 
of  the  Lydians, 

*'  UpioTOt  ^€  dvOporTToiv,  r&v  ^ftetc  *i^fJi€Vj  v6fii(r' 
fia  'xpvtrov  koI  Apyvpov  Koxl/afxeyoi  i')(pri(rayTo,*' 

"  And  they  were  the  first  men,  we  know  of, 
who  coined  and  used  gold  and  silver  money.  ** 
This  has  always  been  supposed  to  mean  that  the 
Lydians  were  the  first  who  invented  coining,  and 
that  they  used  a  double  standard,  as  it  is  called, 
of  gold  coins  and  silver  coins.  If  this  be  the 
case,  the  authority  of  Herodotus  is  against  the 
claim  of  Pheidon,  and  we  have  observed  above 
that  though  it  is  somewhat  singular  that  Julius 
Pollux  does  not  mention  this  passage,  he  says 
that  Xenophanes  of  Colophon  assigns  the  inven- 
tion to  them. 

50.  It  occurs  to  us,  however,  that  there  may 
be  a  means  of  reconciling  the  apparent  contradic- 
tion between  Herodotus,  and  the  writers  already 
cited  as  attributing  it  to  Pheidon.  It  seems  to 
us  that  the  passage  will  bear  a  dififerent  construc- 
tion from  that  invariably  put  upon  it.  For  in 
Greek  when  ical  is  used  to  connect  two  qualities, 
it  means  that  the  thing  spoken  of  partakes  of 
both  these  qualities  at  once.  Thus,  as  the  moDth 
b<^an  in  the  middle  of  a  day,  the  last  day  of  a 
month  was  called  tvrf  xal  via  the  new-and-old 
day,  because  it  belonged  partly  to  one  month, 
and  partly  to  another.  So  there  are  many  other 
examples.  Now  if  we  apply  this  principle  to 
the  passage  in  question,  it  would  mean  not  that 
the  Lydians  were  the  first  to  coin  gold  money 
and  silver  money  in  separate  coins,  but  that  they 
were  the  first  who  struck  a  coinage  of  a  mixtuse 
of  gold  and  silver. 

51.  Now  we  find  that  this  rendering  of  the 
passage,  which  is  the  genuine  Greek  idiom,  exactly 
tallies  with  the  fact.  The  Lydians  had  a  coinage 
of  ffktKTpoy^  or  electrum,  which  is  a  mtxAtre  of 
gold  and  silver,  in  different  proportions,  but 
usually  three  parts  of  gold  to  one  part  of  silver. 
And  this  material  was  generally  adopted  through- 
out the  western  states  of  Asia  Minor  for  their 
corns.  (Encyclo.BrU.  Art.  Numismatics, J  Several 
of  these  coins  are  in  the  British  Museum. 

52.  Such  is  the  solution  of  this  apparent  con- 
tradiction, which  we  offer  to  our  readers  for  them 
to  consider  its  probability.  We  offer  it  with  the 
greatest  diffidence,  because  it  seems  to  us  that  if 
it  be  the  true  solution,  it  is  so  simple  and  obvious 
thatitcoi^d  hardly  have  escaped  the  notice  of 
the  many  able  and  acute  critics  and  writers,  both 
on  Herodotus  and  Numismatics. 

53.  We  have  now  to  notice  another  very  cele- 
brated coin  of  antiquity,  which  has  also  given 
rise  to  much  controversy — ^the  Persian  Darics. 


We  have  said  above  that  they  are  the  coins  meant 
by  the  word  drams  in  Chronicles  and  Ezra. 

From  the  passage  in  Herodotus  IV.  166,  quoted 
below,  the  greater  number  of  authors  have  sup- 
posed that  the  Daric  was  first  coined  by  Darius 
Hystaspes,  who  reigned  521-484,  B.C.,  and  some 
even  have  supposed  that  he  was  the  first  who 
introduced  a  coinage  into  Persia. 

Harpocration,  however,  says  that  the  name  was 
derived  from  an  earlier  king,  and  several  modem 
writers  have  considered  that  it  is  derived  from  a 
Persian  word  Dara,  siguifying  a  king  in  general. 
C  Smith's  Diet,  of  Gh.  and  Rom.  Ant  Art. 
Daricus.    Kitto's  Sxbl,  Cyclo.  Art.  Adarconim.) 

Mr.  Grote,  (Hist,  of  Qreeee.  III.  319, J 
afllrms  that  this  Darius  was  the  first  to  intro- 
duce a  coinage  of  gold  and  silver  at  all  into 
Persia.  And  Heeren  and  Baehr  consider  that 
Darius  did  not  issue  these  Darics  as  coins,  but 
only  as  medals  in  commemoration  of  himself,  and 
that  their  use  as  money  grew  up  gradually  after- 
wards. 

54.  But  the  plain  meaning  of  the  words  seems 
to  us  to  be  repugnant  to  such  a  construction. 
Herodotus  says,  IV.  166  : — 

"'I2«v  Aopeio^'  hridvuioyra  fivrifioavyriy  l«- 
VTOv  XiwitrSaif  tovto  to  firi  &XX^  ciiy  fiaaiXii 
Karefyyaafiiyoyf  ifUfUero  rovroy'  •  •  Aapecoc 
fiiy  yap  'xpvffloy  Kodapwraroy  &irei^oti£  Ic  ro 
^vyarufraroy,  y6fii(rfjia  eicorf/aro' 

Which  Mr.  Rawlinson  translates,  "  Aware  by 
his  own  eyesight,  that  Darius  wished  to  leave  a 
memorial  of  himself,  such  as  no  king  had  ever 
left  before,  Aryandes  resolved  to  follow  his  ex- 
ample. .  .  .  Darius  had  refined  gold  to  the 
last  perfection  of  purity,  in  order  to  have  coins 
struck  of  it.** 

55.  Now,  it  is  quite  clear  from  the  very  ex- 
pression that  Darius  meant  them  to  be  used  as 
money,  yifiiafia*    But  the  questions  arise : — 

1.  What  was  the  nature  of  this  proceeding  of 
Darius? 

2.  Was  this  the  first  coinage  of  the  Persian 

Empire  ? 

3.  What  was  the  thing  Darius  considered  so 
peculiarly  illustrious,  as  to  rank  above  what 
any  other  king  bad  done  ? 

4.  Do  the  Danes  derive  their  name  from  this 
Darius? 

Now  taken  by  themselves  the  words  are  not 
decisive  one  way  or  the  other,  as  to  whether 
this  was  the  first  coinage  in  Persia,  or  not.  We 
must,  therefore,  search  for  any  other  passages 
which  may  guide  us.  And  it  happens  that  in  III. 
96,  and  130,  we  have  two,  which  throw  some 
light  upon  the  subject. 

56.  In  in.  96,  Herodotus  says  that  the  tri- 
bute gold  and  silver  was  sent  up  to  Babylon,  and 
melted,  and  laid  by  in  pots,  and  -whenever  any 
money  is  wanted  he  (the  king)  coins  as  much  as 
is  necessary  each  time. 

"  'ETTcav  It  leffi^  ypfifiarbty^  KaroKOiTTei  ro^ 
(TovTO  Scrov  hy  iKCLffrore  Mrfrai. 

Now  Mr.  Grote  {History  of  Greece.  IV. 
320),  translates  KaroKtrirrti  "  cuts  off, "  thereby 
implying  that  it  was  used  in  bullion.  But  Mr. 
Rawlinson  translates  it  "  coins,**  which  is  mani- 
festly right,  for  it  is  one  of  the  technical  words 


456 


THE  DABIC. 


THE  DARIC. 


for  coining ;  as  Cyms  says  in  Xenoplion,  Hellenics 
L  5.  3^  if  monjey  failed  liim — 

*'  Kai  Tov  6p6vov  KaTaKoypeiv  e<^*  ov  eKaBriTO. 

"  He  would  coin  the  very  throne  on  which  he 
sat." 

57.  Again  in  III.  130,  when  Democedes  had 
cured  the  king  of  the  sprain  in  his  ancle,  he  was 
sent  to  receive  a  reward  from  the  king's  wives, 
who  each  took  a  saucer  fall  of  gold  coins —  <rrd' 
rripag  —  from  a  chest  of  gold,  and  gave  them 
to  him,  and  his  servant  even  grew  rich  by  picking 
up  those  which  fell  out.  Now  this  was  in  the 
beginning  of  Darius*s  reign,  when  he  was  still  a 
young  man,  as  we  see  in  c.  134,  Atossa  reproaches 
Mm  ^r  want  of  enterprise,  unbecoming  a  young 
man.  From  these  passages,  it  is  quite  clear  that 
coining  and  coined  money  were  in  use  in  Persia, 
in  the  bcv^inning  of  Darius's  reign. 

58.  Now  it  is  true  that  Herodotus  does  not 
mention  the  period  in  Darius*s  reign,  when  he 
reformed  the  coinage,  but  there  seems  every  pro- 
bability that  it  was  done  after  the  period  alluded 
to  in  the  last  mentioned  passages,  as  it  is  men- 
tioned long  after  them  in  the  narrative.  A  refor- 
mation of  the  coinage  is  not  a  thing  likely  to 
occur  to  a  young  man,  it  is  much  more  likely  to 
be  thought  of  by  a  man  of  mature  age. 

59.  But  we  have  also  traces  of  a  coinage  in 
Persia  earlier  than  that  of  Darius.  A  passage  in 
Plutarch,  if  authentic,  goes  to  shew  that  there 
was  gold  money  in  Persia  in  the  time  of  Cyrus 
the  Elder.  He  says,  De  Mvlier,  Virtut:  p.  246, 
that  when  Cyrus's  soldiers  misbehaved  in  battle 
on  one  occasion,  the  Persian  women  of  a  town 
shamed  them  into  fighting,  and  they  won  the 
victoiy.  In  commemoration  of  this,  he  made  a 
law  that  whenever  the  king  entered  the  country 
every  woman  should  be  presented  with  a  piece  of 

fold  money.  Nor  was  this  a  mere  obscure  tra- 
ition,  but  a  well  recognized  law,  and  was  one 
reason,  he  says,  why  the  kings  so  seldom  visited 
their  native  country.  He  also  says  that  the  first 
thing  that  Alexander  did  when  he  entered  the 
country  was  to  comply  with  this  law.  CLife  of 
Alexander  §  69.^  Hence  we  have  a  well  estab- 
lished law  relating  to  money  dating  for  a  consider- 
able time  before  Darius. 

Such  evidence  as  we  have  then,  goes,  we  think, 
to  prove  that  there  was  a  gold  coinage  in  Persia 
before  Darius  Hystaspes. 

60.  Besides,  in  what  did  his  doing  a  thing 
more  glorious  than  auv  other  king  had  done  con- 
sist ?  Surely  not  in  simply  striking  a  gold  coin- 
age, because  there  were  abundance  of  gold  coins 
in  the  Greek  states  of  Asia  Minor  long  before  the 
time  of  Darius.  Hence  it  was  no  novelty  at  all. 
But  the  remarkable  thing  manifestly  was  the  ex- 
traordinary purity  of  the  metal.  The  staters  of 
^he  Asiatic  states  were  of  very  different  weights, 
and  some  were  much  alloyed  with  silver.  Now 
Darius  evidently  placed  his  glory  in  coining  them 
of  absolute  pm*ity,  or  as  nearly  so  as  the  state  of 
the  art  in  his  day  would  permit.  And  in  this 
Aryaudes  imitated  him,  and  Herodotus  says  that 
the  Aryandic  silver  was  the  pm-est  in  existence 
in  his  day.    (IV,  166). 

61.  And  we  think  the  nan*ative  of  Herodotus 
confirms  this  view  of  the  case.  For  while  in  the 
earlier  passage,  III.  130,  he  simply  speaks  of 
btaters,  in  VI  [.  28,  he  says  that  Pythias  of 


Celsnn  was  worth  among  other  thin^  8,993,000 
of  Doric  Staters,  evidently  ailudmg  to  the 
reformed  Staters  of  Darius.  And  after  this  period 
the  Persian  Staters  were  always  called  Daric 
Staters.  So  Thucydides  YIII.  28,  speaks  of 
Daric  Staters,  and  Diodorus  Siculus  says  that 
Alexander  found  in  the  treasury  immense  quan- 
tities of  gold  and  silver  bullion,  and  9,000  talents 
of  gold,  ')^apdicrrfpa  Aapeiicov  exorra^  of  the  coin- 
age of  Darius.  So  Julius  Pollux,  IX,  84,  si)eaks 
or  Croesean,  Philippic,  and  Daric  Staters.  And 
he  also  says,  III.  87,  speaking  of  the  most  highly 
esteemed  gold : — 

^  'E{f^6Kifwc  ^£  6  Tvyadag  \pvtr6c  rai  oi  Kpoc- 
(reloi  (rranypcCf'*  and  manifestly  alluding  to  the  re- 
formation of  the  coinage  by  Darius,  'Vat  ol  Aapiucol 
CLTTO  dkoptloVf  wc  wr  eKtivov  aKpiftwO^yreg  eig  k'a- 
SapfTiv  TOV  -vpverlovJ*  And  that  very  pure  silver 
wns  called  Aryandic  silver.  He  also  says,  IX.  84, 
that  there  was  a  Persian  coin  called  Danaces, 
which  was  perhaps  the  one  superseded  by  ^e 
Daric. 

62.  It  seems  then  that  there  was  gold  coin  in 
Persia  for  a  considerable  time  before  Darius, 
though  how  long  it  is  impossible  to  say,  and  that 
they  were  more  or  less  impure.  That  Darius 
resolved  to  signalise  himself  by  issuing  a  coinage 
of  as  great  purity  as  possible,  and  that  it  was 
these  reformed  coins  which  were  called  Daric 
Staters,  just  as  there  were  Croesean  Staters 
and  Philippic  Staters,  and  Alexandrian  Staters, 
{Pollux^  IX.  59.)  The  assertion  of  Harpocra- 
tion,  which  is  copied  word  for  word  by  Suidas, 
seems  to  us  to  be  of  no  weight  at  all,  especially 
as  he  cites  no  authority  for  it.  And  in  reply  to 
the  assertion  of  modern  writers  that  the  word 
Darics  is  derived  from  Daroy  a  Persian  word  for 
a  king,  Mr.  Rawlinson  says  that  there  is  no  such 
word  at  all  in  old  Persian.  The  common  opinion 
then  seems  to  us  to  be  correct,  that  these  Darics 
were  called  after  Darius  Hystaspes,  just  as  many 
coins  in  ancient,  as  well  as  in  modem  times,  have 
been  called  after  their  issuers.  We  have  already 
mentioned  some  ancient  ones,  in  modem  times  we 
have  the  louis  d'or  and  the  napoleon. 

63.  We  learn  from  Herodotus  III.  96,  that 
there  were  two  standard  weights  in  use  in  the 
Assyrian  Empire,  the  Babylonian  talent  for 
silver,  and  the  Euboic  talent  for  gold.  The 
Dorian  Greeks  who  traded  with  Phasnicia,  intro- 
duced the  Babylonian  weight,  which  when 
adopted  in  Greeoe  was  called  the  ^gimean 
standard.  The  Ionic  Greeks  adopted  the  other 
standard,  which  was  known  by  the  name  of  the 
Euboic,  a  name  probably  derived  from  the  people 
who  adopted  it,  like  as  the  .^inaean  was  named 
from  those  who  used  it.  The  Euboic  standard 
was  adopted  at  Athens,  and  the  standard  coin  of 
this  system  had  the  figure  of  an  ox  stamped  upon 
it,  whence  it  was  called  a  /3ovc>  as  stated  by  Pollux 
and  others.  The  existence  of  this  coin  has  been 
doubted,  but  Montesquieu  says  {Esprit  dee  Loie^ 
XXII.  2.)  that  he  saw  one  in  the  collection  of 
the  Earl  of  Pembroke,  and  it  is  stat^  {Smithes 
Did,  of  Ok.  and  Mom,  Ant,  Art  Nummtu,  2nd 
edit,)  that  other  specimens  exist.  The  relation 
between  the  iEginaean,  or  Babylonian  talent,  and 
the  Euboic  talent,  was  that  of  72  to  60,  or  6  to  5. 

64.  Solon  effected  a  remarkable  change  in  the 
Athenian  currency.    The  whole  state  was  thrown 


COINAOK  07  QBEECE. 


COINAGE   OF   GREECE. 


457 


into  confusion  and  misery  by  the  indebtedness  of 
the  people  to  the  monied  classes.  Their  lands 
were  mortgaged,  and  maltitndes  who  had  no  land 
to  pledge,  were  sold  into  hopeless  slayery.  By 
nniyersal  consent  Solon  was  appointed  sole 
arbitrator  to  redress  this  state  of  things.  The 
measares  he  adopted  are  related  In  Plutarch, 
one  of  them  was  of  a  yery  singular  nature. 
Plutarch  says  that  he  made  the  mina,  which 
contained  73  drachma,  pass  for  100.  The 
meaning  of  this,  howeyer,  obyiously  is  that  out 
of  the  same  quantity  of  silver  as  there  was 
previously  in  73  drachms,  he  coined  100.  And  he 
changed  the  stamp ;  for  whereas  before  his  time  It 
was  the  figure  of  an  ox,  and  the  coin  was  called 
/3ovCf  he  stamped  his  new  drachmn  on  the  obverse 
with  the  head  of  Pallas,  and  on  the  reverse  with 
an  owl,  the  favorite  bird  of  Pallas,  hence  the 
coin  was  called  icopiy,  the  Virgin,  from  the 
head  of  Pallas,  and  sometimes  yXauf,  the 
owl.  The  reason  why  Solon  adopted  such  a 
strange  relation  as  that  between  73  to  100  long 
puzzled  the  critics,  and  some  supposed  that  he 
meant  to  reduce  the  coinage  by  one-fourth,  but 
by  clumsy  workmanship,  an  error  was  made,  by 
by  which  the  reduction  was  27  per  cent.,  instead 
of  25  per  cent.  But  the  opinion  now  adopted  by 
the  best  scholars  is  that  Solon  intended  to  bring 
the  new  Attic  Currency  into  the  definite  ratio  of 
3  to  5  with  the  ^ginsean  standard,  which  was  in 
general  use  throughout  the  rest  of  Greece.  It  seems, 
however,  that  Plutarch  was  not  quite  accurate  in 
saying  that  Solon  reduced  the  standard  in  the 
ratio  of  73  to  100.  The  investigations  of  modern 
scholars  have  shewn  that  it  is  in  reality  72  to  100, 
and  we  have  as  the  relation  between  the  three 
systems  of  Greek  currency  the  following  de- 
&iite  ratios : — 

iEglnaean  :  Euboic  =s  6  :  5 
2£^as9Si  :  Solonian=  5  :  3 
Euboic        :    Solonian=    138f    :    100 

=    100      :      72 
=      25      :      18 
(SmUfCs  Diet:  Art  Pondera.) 

^.  By  Solon's  legislation,  every  creditor 
received  from  his  debtor  as  many  pieces  of  money 
as  were  due  to  him,  but  their  weight  was  reduced 
by  28  per  cent.  One  would  have  thought  that 
the  nature  of  the  operation  was  plain  enough. 
It  was,  in  reality,  nothing  but  a  bankruptoy, 
necessitated  by  the  miserable  state  of  the  debtors 
it  is  true,  but  still  a  compromise  or  bankruptoy. 
Ko  one  could  have  imagined,  it  would  appear, 
that  when  a  man  received  only  72  per  cent,  of 
the  quantity  of  silver  due  to  him,  that  it  was,  in 
reality,  a  payment  in  Ml  of  his  claims.  Never- 
theless, Plutarch's  comment  on  this  transaction  is 
most  extraordinary.    He  says : — 

^"Cktrr  hpidfi^  fikv  "ktov^  ZvvafiEi  3*  tkarroy 
htrohi^oyriaVf  wi^tKeiadai  fuv  tovq  eKrlyorraQ  jM' 
yoXa,  fiTi^ey  5c  (iXdirTeffdai  tvvq  KOfiil^ofiivovc" 

"  So  that  as  they  paid  the  same  by  tale,  but 
less  by  weight,  it  was  a  great  relief  to  those  who 
had  to  pay  large  sums,  but  yet  no  loss  to  those 
who  had  to  receive  it  I  '*  Here  we  have  the  first 
germ  of  that  astonishing  paradox,  that  it  is  the 
name  and  the  stamp  on  the  coin  which  give  it  its 
value^  and  that  the  quantity  of  metal  in  it  is  of  no 
consequence.    It  is  this  palpable  absurdity  which 


is  at  the  root  of  almost  all  the  monetary  contro- 
versies which  have  distracted  the  world  in  recent 
times.  It  is  precisely  the  same  paradox  which 
deluded  the  Government,  and  the  House  of 
Commons,  and  the  Bank  of  England,  in  1811, 
when  it  was  held  that  a  bank  note  which  was 
called  a  pound  was  of  the  same  value  when  it 
would  exchange  for  20s.  as  when  it  would  for  14s. 
When  the  House  of  Commons  voted  that  a  pound 
note  and  Is.  were  equal  to  a  pound  note  and  7s., 
and  when  they  contracted  enormous  debts  in 
pounds  worth  14s.,  which  their  unfortunate  de- 
scendante  have  to  pay  in  pounds  of  208.  (Mushbt). 
This,  as  we  have  said  above,  is  the  great  source 
of  confusion  which  has  given  rise  to  almost  all 
monetary  controversies,— confusing  the  fiameof 
the  coin  with  its  value. 

66.  One  other  remarkable  thing  may^lso  be 
mentioned.  Although  the  exigences  of  the  case 
undoubtedly  were  met  on  this  occasion  by  a 
general  bankruptoy,  and  the  supposition  that  one 
party  could  be  greatly  benefited,  and  the  other  not 
injured,  cannot  possibly  be  received,  yet  the  oper- 
ation was  never  repeated.  In  Roman  history,  as 
we  know,  the  commons  were  repeatedly  plunged 
into  general  distress  by  insolvency,  and  there  were 
repeated  depreciations  of  the  coinage,  but  this  in- 
stance of  Solon*s  was  the  only  one  in  Greek  his- 
tory.  As  Mr.  Grote  observes,  rJK*^  of  Greece^ 
III,  141, )  the  Grecian  democracy  never  demanded 
an  agrarian  law,  or  a  release  from  debts,  and  more 
than  that,  the  Dicasts,  or  jurors,  who  formed  the 
judicial  body  called  the  Helliea,  were  obliged  to 
take  a  solemn  oath  to  repudiate  all  proposals  for 
an  abrogation  of  debts,  or  a  redivision  of  lands, 
and  many  Greek  cities  fixed  a  curse  upon  all  such 
propositions. 

67.  The  Attic  drachma  as  remodelled  by  Solon, 
weighed  66.5  grains,  of  which  one-sixtieth  part 
was  alloy,  which  gives  65.4  grains  of  pure  metal. 
A  modern  shilling  contains  80.7  grains  of  silver. 
Hence  the  drachma  was  worth  9.72  pence.  After 
the  time  of  Alexander,  it  was  slightly  diminished 
to  63  grains.  The  Athenians  coined  pieces  of  two, 
three,  and  four  drachms,  as  well  as  obols,  half, 
and  quarter  obols,  and  pieces  of  two,  tiiree,  and 
four  obols. 

The  Persian  Daric  Stater  was  of  the  weight  of 
the  Attic  didrachma,  and  of  the  value  of  20 
drachmae. 

The  mina  contained  100  drachma,  and  was 
therefore  equal  to  X4  Is.  3d.,  and  the  talent  con- 
tained 60  ndniB,  and  was  therefore  equal  to 
£243  15s. 

The  Attic  standard  was  used  in  most  of  the 
maritime  and  commercial  states,  at  Corinth,  Acan- 
thus, Cjrrene,  the  northern  states  of  Greece,  except 
Bceotia,  and  Macedonia,  and  Sicily. 

68.  The  .£ginsean  standard  was  used  generally 
throughout  the  Peloponnesus,  except  Corinth, 
and  in  Boeotia.  The  drachma  weighed  96  grains, 
with  one  thirty-second  part  of  alloy.  It,  there- 
fore, contained  93  grains  of  silver,  and  was  worth 
Is.  Id.  3*2  farthings.  The  largest  coin  of  this 
standard  was  the  didrachma. 

69.  The  Athenians  had  no  gold  coinage  of  their 
own  before  the  Macedonian  Empire.  During  the 
distress  caused  by  the  Peloponnesian  war,  they 
issued  on  one  occasion,  B.C.  406,  a  debased  gold 
coinage  (Abistophaheb),  but  this  was  soon  with- 
drawn.   Gold  was  coined  in  large  quantities  by 


458 


COINAGB  OF  BOliE. 


COINAGB  OW  SOICE. 


Philip  of  Macedon,  aad  thas  found  its  way 
into  Greece,  and  several  Greek  cities  then  issaed 
a  gold  coinage  of  their  own.  Bnt  the  staters  of 
CyzicQS,  Phociea,  and  the  other  states  of  Asia 
Minor,  had  considerable  currency  in  Greece. 
Among  the  earliest  of  those  known  to  them,  there 
seem  to  have  been  the  staters  of  Crcasus,  king  of 
Ljdia,  which  were  made  of  electrom,  or  a  mix- 
tore  of  gold  and  silver. 

70.  In  Italy,  there  are  obscure  traditions  of  a 
currency  of  leather,  shells,  and  iron.  Bnt  it  may 
be  considered  as  certain,  that  the  Etrurians  had 
a  bronze  or  copper  cnrrency  of  some  sor^  long 
before  the  period  of  authentic  history.  Pliny  in 
XXXIV.  1.,  says  that  Numa  was  the  first  who 
stamped  bronze,  or  copper  money;  bnt  at 
XXXin.  13.,  he  says  that  it  was  Servius  Tnllins, 
and  Gaisiodorns  mentions  the  same  report.  Ti- 
msus,  according  to  Plluy,  says  that  before  the  latter 
king,  the  Romans  used  copper  in  the  mass,  as 
money.  He  stamped  it  with  the  figure  of  an  ox, 
and  hence,  says  Pliny,  XYIII.  3.,  it  was  called 
pecunia.  Plutarch,  {Ltfe  of  PMicola^  and  in 
Quasi.  Rom.  p.  274.)  and  Varro  (De  Re  RuaHcOj 
II.  1.,  and  De  Vita  Pop.  Rom.  I.),  say  that  the 
earliest  Roman  coinage  was  stamped  with  the 
figure  of  cattle;  and  Columella  (Prsf.  to  YL), 
and  also  Pliny,  XVIIL  3.,  say  that  the  word 
pecunia  comes  fh>m  the  figure  stamped  on  the  early 
coinage.  This  has  recently  been  called  in  ques- 
tion, but  we  cannot  see  on  what  sufficient  ground, 
as  the  names  of  many  coins  in  ancient  times  were 
derived  from  the  figures  stamped  on  them.  The 
early  Roman  coins  were  not  stamped,  bnt  cast  in 
a  mould. 

71«  The  unit  of  value  was  the  As,  or  the 
pound  weight  of  copper.  Bnt  what  the  Roman 
pound  was  has  never  been  exactly  settled.  The 
difficulty  arises  from  the  difference  between  the 
actually  existing  weights  themselves,  as  well  as 
from  the  differences  in  the  weights  of  certain 
coins  which  are  said  to  have  been  certain  definite 
parts  of  the  ponnd.  The  calculations  made  by 
several  eminent  archieologists  bring  out  results 
varying  from  about  5,053  grains  to  upwards  of 
5,200  grains.  The  most  recent  authorities,  how- 
ever, seem  to  incline  to  the  former  of  these 
figures.  If  this  be  the  case,  the  Roman  pound 
may  be  considered  as  something  less  than  twelve 
ounces  avoirdupois  weight. 

72.  It  is  quite  uncertain  how  long  the  Roman 
currency  maintained  its  full  weight  of  a  pound. 
Pliny,  XXXIII.  13,  says  that  in  the  first  Punic 
war,  when  the  Republic  could  not  pay  its  debts, 
it  reduced  the  As  from  one  pound  to  two  ounces ; 
thus  he  says  it  gained  five  parts  in  six,  and  paid  its 
debts.  This  was  in  reality  nothing  but  a  bank- 
ruptcy. Five  years  before  the  first  runic  war,  in 
the  485th  vear  of  the  city,  and  269  B.C.,  silver 
was  coined  for  the  first  time.  The  Denarius  was 
coined  to  be  eqnal  in  value  to  ten  Asses,  the 
Qninarins  to  five,  and  the  Sestertius  to  two  and 
a-half.  This  coin  afterwards  became  the  unit  of 
value. 

In  the  second  Punic  war,  when  Hannibal  was 
pressing  hard  upon  Marcus  Minucius,  Quintus 
Fablus  Maximus,  the  dictator,  proclaimed  a  second 
national  bankruptcy,  and  the  As  was  reduced  to 
one  ounce.  The  denarius,  however,  was  raised  to 
16  asses,  the  qninarins  to  eight,  and  the  sestertius 
to  four.    Thus,  Pliny  says  a^n,  the  Republio 


gidned  one-half.  In  the  year  191,  B.C.,  the  As 
was  still  further  reduced  iy  the  Pamrian  law  to 
half  an  ounce.  In  the  year  90,  B.C.,  Lucius 
Drusus  debased  the  silver  cnrrency  by  an  alloy 
of  one-eighth  part  of  copper.  The  proper  weight 
of  the  Denarius  was  84  to  the  ponnd. 

73.  Snch*is  Pliny's  account  of  the  deprecia- 
tion of  the  Roman  Coinage ;  we  may  remark  that 
though  he  says  the  state  gained  by  defrauding  its 
creditors,  he  does  not  agree  with  Plutareh*s  as- 
tounding paradox  under  similar  circumstances ; 
he  does  not  say  that  the  creditors  suffered  no  loss. 
It  has  also  been  observed  that  this  account  cannot 
be  correct,  because  Asses  have  been  found  of 
all  degrees  of  depreciation  from  twelve  onnces 
downwards.  Modem  Ronutn  historians  suppose, 
therefore,  that  the  depreciation  of  the  cnrrency 
must  have  coounenced  at  a  very  early  period,  and 
there  must  have  been  many  before  the  one  in  the 
first  Punic  war,  mentioned  by  Pliny.  The  point 
has  given  rise  to  mnch  discussion,  but  as  no  satis- 
factory  result  has  been  arrived  at,  we  need  not 
eiiJarge  upon  it. 

74.  Gold  was  first  coined  62  years  after  silver ; 
that  is,  in  the  13th  year  of  the  second  Punic  wai*, 
or  207,  B.C.  The  lowest  gold  coin  was  the 
sertqndumj  which  was  worth  twenty  sestertii. 
There  were  also  gold  coins  of  two,  three,  and  four 
scrnpula.  Afterwards  gold  denarii  were  coined 
of  forty  to  the  pound,  which  Nero  reduced  to 
forty-five.  If  the  aureus  was  the  fortieth  part 
of  the  pound,  it  is  calculated  that  it  ought  to 
weigh  130-1  grains ;  but  none  have  been  found  of 
that  weight.  Their  average  weight  is  120  grains, 
of  which  one  three  hundredth  part  was  alloy,  so 
that  there  remain  119-6  grains  of  pure  metal.  A 
modern  sovereign  contains  113*12  grains  of  pure 
gold.  Hence,  as  compared  to  the  sovereign,  the 
aureus  of  the  republic  was  worth  ^£1  Is.  l|d. 
very  nearly. 

75.  Under  Alexander  Sevems,  the  aureus  was 
called  soliduSi  hence  by  corruption  the  French 
sous. 

76.  The  Roman  unit  of  value  was  the  sester- 
tius, or  the  fourth  part  of  the  denarius.  During 
the  latter  part  of  the  Commonwealth,  it  was 
about  2d.  -5  farthing.  A  sum  of  1,000  sesterces 
was  called  a  sestertium,  and  large  sums  were 
estimated  in  sestertia.  The  sestertium  was,  up 
to  the  time  of  Augustus,  equal  to  about  £8  17s.  Id. 
After  Augustus,  the  sestertius  was  reduced  to 
Id.,  3*5  farthings,  and  the  sestertium  to  £7  16s.  3d. 

77.  The  most  remarkable  circumstance,  how- 
ever, about  the  Roman  coinage  is,  that  every  great 
family  had  the  right  of  having  denarii  coined 
with  their  own  device,  so  long  as  the  officers  of 
the  mint  certified  that  they  were  of  the  proper 
weight  and  fineness.  Abundance  of  these  fanuly 
denarii  exist.    JEckheL  V.  53. 

78.  Constantino  the  Great  fixed  the  aureus  at 
72  to  the  pound ;  and  at  this  standard  they  re- 
mained until  the  capture  of  Constantinople  by 
the  Crusaders  in  1204.  The  gold  coinage  of  the 
Byzantine  Empire  was  always  guarded  with  the 
greatest  care,  except  by  a  few  monarchs,  such  as 
Kicephoms  11.  (963-976  A.D.),  Nicephorus  IIL 
n067-1088  A.D.),  and  Alexius  L  (1081-1118 
A.D.  \  who  issued  very  debased  coinages. 
But  these  frauds  created  such  a  public  out- 
cry, that  they  were  obliged  to  be  abandoned. 
These  coins,  called  Bezante,  acquired  great  cele- 
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brity,  and  obtained  a  great  circulation  in  Western 
Enrope,  and  were  commonly  current  in  England 
in  the  days  of  the  Anglo-Saxon  Monarchy,  and 
for  long  after  the  Conqnest. 

On  the  Coinage  of  Britain. 

79.    The  text  of  Ciesar  in  which  he  speafts  of  the 
money  he  fonnd  in  Britain,  is  so  hopelessly  corrnpt, 
that  it  is  not  possible  to  lay  much  stress  upon  it. 
It  is,  therefore,  quite  uncertain  whether  there  was 
gold  and  silver  money  in  the  island  at  the  time  of 
his  iuvasion.  The  ring  money  of  the  .Egyptians  and 
Assyrians  seems  to  have  spread  all  over  the  Celtic 
nations  of  the  West,  and  the  Scandinarians  of  the 
North.    When  the  barbarians  invaded  Italy  and 
Greece,  they  carried  home  with  them  a  knowledge 
of  their  coinage  and  letters,  and  these  gradually 
spread  over  the  west.    The  probability  seems  to 
be  that,  at  the  time  of  Caesar's  invasion  of  Britain, 
the  solid  discs  of  the  Greek  and  Roman  money 
were  gradually  superseding  the  ring  ingots  of  iron 
and  copper,  which  the  natives  originally  used. 
Coins  are  in  existence,  which  are  supposed  to  be 
contemporary  with  the  invasion  of  Csesar,  especi- 
ally one  bearing  the  legend  '*  SegOy^  which  is  sup- 
S^sed  to  denote  Segonaxj  one  of  the  four  kings  of 
ent,  who  were  ordered  by  CassivcUaunus  to 
attack  Cffisar.    (^De  Bell.  Gall.  V,  22. J     After 
this  period,  they  are  by  no  means  scarce,  and 
Cunebolin,    Shakespeare's  Cymbeline,  who   was 
brought  up  at  Rome  under  Augustus,  took  home 
with  him  Roman  artists  to  improve  his  coinage. 
Many  specimens  of  it  exist,  bearing  his  name,  as 
well  as  the  first  letters  of  Camulodunum,  or  Col- 
chester, the  chief  town  of  his  kingdom. 

80.  On  the  conquest  of  Britain  under  Claudius, 
the  native  money  was  abolished,  and  the  Roman 
substituted,  as  was  usual  with  the  Romans  in  all 
their  conquests.  This  continued  for  400  years, 
until  the  arrival  of  the  Anglo-Saxons,  in  the  fifth 
century. 

81.  The  Anglo-Saxons  introduced  a  totally 
new  system  of  money,  both  in  weight,  form,  and 
type,  to  the  Roman.  But  it  appears  from  the 
specimens  that  exist,  that  though  each  of  the 
kings  of  the  Saxon  Octarchy,  as  it  should  be 
called,  coined  money  independently,  that  they 
were  all  of  the  same  weight  and  fineness,  and 
were,  in  fact,  very  nearly  the  same  as  the  famous 
Anglo-Saxon  penny.  They  were  called  Sceatta, 
and  some  of  those  of  the  kings  of  Kent  remain, 
which  were  evidently  coined  before  their  conver- 
sion to  Christianity,  in  the  6th  century. 

82.  When  the  Island  was  united  under  the 
sway  of  a  single  sovereign,  the  mints  were  regu- 
lated by  laws  framed  by  the  ^Vittenagemote,  or 
great  council  of  the  nation. 

83.  The  Saxon  weight  differed  considerably 
from  the  Roman.  It  is  supposed,  with  every  pro- 
bability, that  they  derived  it  from  the  Lower 
Empire.  On  the  Continent  it  was  known  by  the 
name  of  the  Cologne  pound,  and  when  introduced 
into  this  country,  it  was  afterwerds  called  the 
Found  Tower,  because  the  mint  was  established 
in  the  Tower.  We  have  already  seen  examples, 
similar  to  this,  of  foreign  weights  being  intro- 
duced into  countries,  and  receiving  new  names 
from  some  place  in  the  country.  Thus,  the  two 
standard  weights  of  the  Assyrians,  when  intro- 
duced into  Greece,  were  called  the  ^ginaean,  and 
the  Enboic  talents,  because  they  were  first  intro- 


duced into  Greece  by  the  people  of  wSBgina,  and 
Eubcsa.  Thus  the  Greek  pound,  when  adopted 
in  Germany,  became  the  Cologne  pound,  and  when 
further  extended  to  Britain,  became  the  Pound 
Tower.  Some,  however,  suppose  that  the  Grreeka 
and  the  Saxons  both  derived  the  we^ht  firom  a 
common  origin,  which  they  suspect  to  be  Egypt, 
the  great  fountain  of  science. 

84.  The  Found  Tower  continued  to  be  the 
weight  used  for  money  till  the  18th  Henry  Yin., 
who  substituted  the  Fonnd  Troy,  which  was 
used  in  France.  The  Found  Tower  weighed 
5,400  grains,  the  Fonnd  Troy  weighs  5,760 
grains,  being  three-fourths  of  an  ounce  heavier. 

85.  The  SceatUB  were  the  earliest  Anglo- 
Saxon  money.  There  appear  to  have  been  coins 
of  different  weights  of  this  name,  but  whether 
designedly  so,  or  from  mere  rudeness  of  work- 
manship, is  not  determined.  In  the  time  of 
Athelstan  (924.-940  A.D.),  30,000  sceattswere 
declared  equal  to  120  poimds.  An  equal  number 
of  pennies  make  125  pounds;  so  that  the  sceatta 
was  one  twenty-fifth  part  less  than  the  penny. 

86.  After  some  time  the  i)enny  superseded  the 
sceatta.  The  et3rmology  of  this  word  is  much 
disputed.  It  was  the  240th  part  of  the  pound 
weight  of  silver,  and  for  a  ^ousand  years  was 
the  standard  coin  of  this  country,  until  successive 
kings  so  diminished  and  debased  it,  that  it  has 
fallen  to  its  present  low  estate.  The  high  value 
of  silver  in  the  days  of  Athelstan  may  be  judged 
of,  when  we  find  that  an  ox  was  sold  for  thirty 
pennies,  and  a  sheep  for  five  pennies,  or  one 
shilling.  Half-pennies  and  farthings  were  also 
coined,  but  even  these  were  too  great  for  general 
use,  when  the  value  of  silver  was  so  high.  Half- 
farthings  were,  therefore,  coined  in  brass,  and 
called  etycas. 

87.  These  were  the  only  coins  struck  by  the 
Anglo-Saxons. .  Some  antiquaries  maintained 
they  had  a  gold  coinage,  but  this  opinion  is  now 
abandoned. 

88.  They  had,  however,  names  for  specific  sums 
of  money,  or  money  of  account,  as  it  is  usually 
called.  There  was  the  mancus^  which  many  sup- 
posed to  be  an  actual  coin,  but  the  best  opinion 
seems  to  be  that  it  was  only  a  sum  of  thirty  pen- 
nies. The  mark  was  a  Danish  mode  of  compu- 
tation, and  was  probably  introduced  in  the  time 
of  Alfred ;  it  contained  100  pennies,  but  this  was 
afterwards  increased  to  160,  or  thirteen  shillings 
and  four-pence,  which  was  its  value  so  long  as  it 
continued  to  be  a  legal  fine. 

89.  The  next  species  of  money  of  account  was 
the  SciUy  or  SdUing^  the  name  of  which  appears 
as  early  as  the  seventh  century.  The  origin  of 
this  word  is  also  much  disputed,  some  even  making 
it  come  from  the  Jewish  Shekel.  Some  have  also 
supposed  that  it  was  an  actual  coin,  but  this 
opinion  is  not  now  considered  right.  The  scilling 
originally  denoted  five  pennies,  but  afterwards  it 
was  reduced  to  four.  William  I.  settled  the  Eng- 
lish shilling  at  four-pence,  and  the  Norman  at 
twelve  pence. 

90.  There  was  also  the  Thrimsa  of  three 
pennies,  and  the  Oroy  which  was  in  some  cases 
twenty  pennies,  and  in  others  only  sixteen.  All 
rents  to  the  crown  were  paid  in  the  ora  of  twenty 
pennies;  rents  due  to  private  persons  seem  to 
have  been  paid  in  the  ora  of  sixteen  pennies. 
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91.  Up  to  the  time  of  Athelstan  (924-940 
A.D.),  the  Archbishops,  and  many  of  the  Bishops, 
exercised,  or  nsnrped,  the  right  of  having  a  dis- 
tinct coinage.  That  monarch,  however,  in  a  great 
council,  to  which  all  the  noble  and  wise  men  were 
summoned,  ordained  that  there  should  be  but  one 
money  throughout  the  kingdom.  But  while  all 
subjects  were  forbidden  to  mint  independently, 
many  of  them  received  grants  from  the  crown  to 
mint  on  its  behalf,  and  there  were  in  early  times 
instances  of  royal,  episcopal,  and  abbatical  mints, 
all  existing  at  the  same  time  in  the  same  town. 
Thus,  when  the  Synod  abolished  the  right  of  pri- 
vate coining,  it  was  ordained  that  there  should  be 
«even  moneyers  in  Canterbury, — four  for  the  king, 
two  for  the  bishop,  and  one  for  the  abbot.  And 
this  was  the  case  at  several  other  places,  and  the 
privilege  was  not  wholly  abolished  till  the  middle 
of  the  16th  century. 

92.  It  may  be  mentioned  that  the  quality  of 
the  bullion  of  the  Anglo-Saxon  money  was 
11  ounces  2  dwts.  fine,  and  18  dwts.  alloy.  This 
was  called  the  "  Old  right  standard  of  England." 
For  a  comparatively  short  period  it  was  debased 
by  some  of  our  kings,  but  it  was  soon  restored, 
and  is  that  in  use  at  tfie  present  day,  as  it  has 
been  proved  by  experience  to  confer  the  greatest 
amount  of  durability  on  the  metal. 

On  the  Coinage  of  England  since  the  Conquest 

93.  The  Duke  of  Normandy  acquired,  or  in 
the  language  of  the  law  conquered,  the  Crown  of 
England  in  1066.  As  he  claimed  the  crown  as 
the  lawful  heir  of  the  Confessor,  he  took  care  to 
make  the  change  as  little  felt  as  he  could.  No 
change  was  made  in  the  coinage,  either  in  weight, 
fineness,  or  denomiDation.  The  Dames  of  alK)ut 
238  of  his  moneyers  have  been  preserved,  and 
lie  had  mints  in  nearly  every  town  in  the  king- 
dom of  any  size.  William  established  the  Saxon 
shilling  at  five  pennies,  and  the  Norman  at  twelve, 
thus  making  it  nominally  correspond  with  the 
solidusy  the  French  money  of  account  into  which 
the  pound  was  divided,  and  which  has  been  cor- 
rupted into  the  modern  sou, 

94.  About  this  time  it  is  generally  supposed 
that  the  term  iS'^er/tn^began  to  be  applied  to  English 
money,  by  which  it  was  distinguished  on  the 
Continent,  as  it  still  is.  The  etymologies  given 
for  this  word  are  so  numerous  and  conflicting, 
that  it  would  only  be  waste  of  time  to  enumerate 
them.  This  word  Sterling  was  applied  not  only 
to  the  quality  of  the  coin,  but  was  also  specifically 
appropriated  as  a  name  of  the  English  penny,  or 
standard  coin. 

95.  No  change  was  made  in  the  Coinage  by 
William  II.,  but  a  heavy  tax  called  moneyage  is 
supposed  by  some  to  have  been  instituted  oy  him. 
This  tax  was  levied  every  three  years,  and  was  a 
fine  paid  that  the  money  should  not  be  altered. 
Henry  I.  (1100),  found  it  so  unpopular  that  he 
thought  it  politic  to  abolish  it.  Severe  punish- 
ment were  enacted  against  those  on  whom  counter- 
feit coins  were  found,  and  all  falsifiers  of  money 
were  condemned  to  lose  a  hand,  without  redemp- 
tion. This  severe  punishment  was,  however,  in- 
effectual, a^d  in  1105,  the  loss  of  sight  and  other 
mutilations  were  added.  Nevertheless  in  three 
years  the  coin  was  so  debased,  that  a  recoinage 
became  necessary.  Notwithstanding  the  penal- 
ties denounced,  the  coinage  continued  so  debased, 
that  in  1123  it  was  thought  advisable  to  call  in 


the  aid  of  the  church,  and  at  a  council  held  at 
Rome,  that  year,  under  Calixtus  II.,  several 
ancient  statutes  were  revived,  which  excommuni- 
cated all  makers  or  passers  of  false  money.  Eccle- 
siastical censures,  however,  were  as  unavailing  as 
temporal  kiws,  and  in  1125,  it  was  determined  to 
make  a  terrible  example  of  them.  The  Bishop 
of  Salisbury  was  ordered  to  summon  all  the 
moneyers  in  England  to  meet  at  Winchester  by 
Christmas  day.  They  came  to  the  number  of  94, 
and  all  but  three  were  found  guilty,  and  horribly 
mutilated  according  to  the  law,  and  then  expelled 
from  the  country.  To  the  three  honest  ones  was 
committed  tibe  charge  of  recoining  all  the  money 
in  England. 

96.  Stephen  (1135)  being  soon  immersed  in 
civil  war,  and  the  treasures  which  had  been  accu- 
mulated by  Henry  I.  being  spent  in  the  support  of 
his  armies,  he  had  recourse  to  the  expedient  of  de- 
basing the  coinage.  Fortresses  and  feudal  castles 
sprung  up  everywhere  during  these  troubles,  and 
each  had  its  mint,  so  that  in  a  short  time  the 
country  was  deluged  with  base  coin,  which  con- 
tained scarcely  one  tenth  part  of  silver.  At 
length,  in  1153,  Stephen  concluded  a  treaty  at 
Wallingford,  by  which  he  recognized  Henry  as 
his  successor,  and  it  was  agreed  that  these  castles 
to  the  number  of  1,115  should  be  destroyed,  and 
their  mints  suppressed ;  and  that  the  coin  should 
be  restored  to  its  just  standard  and  made  uniform 
throughout  the  kingdom.  This  he  was  unwilling 
or  unable  to  do. 

97.  Henry  II.  ( 1 1 54)  immediately  carried  into 
effect  the  treaty  of  Wallingford  which  Stephen 
had  left  unfulfilled.  The  castles  were  destroyed 
and  their  mints  suppressed.  In  1156,  a  new 
coinage  was  issued,  and  several  of  the  moneyers 
were  mutilated  according  to  law.  In  1180,  it 
was  again  found  necessary  to  have  a  recoinage. 
It  is  quite  uncertain  whether  Richard  I.  coined 
money  during  his  short  reign.  If  he  did,  no 
specimens  of  it  are  known  to  exist. 

98.  On  Richard*s  death,  1 1 99,  his  brother  John 
seized  upon  the  throne.  In  1205,  proclamation 
was  made  that  no  one  after  the  feast  of  St.  Hilary 
in  the  next  year,  should  receive  or  keep  clipped 
money.  All  such  money  found  in  anyone's  pos- 
session should  be  seiz^,  bored  through,  and 
forfeited  to  the  king.  An  assize  was  ordered  for 
the  examination  of  the  money.  All  that  wanted 
more  than  2s.  6d.  in  the  pound  was  to  be  declared 
illegal,  and  withdrawn  from  circulation.  In  order 
to  test  the  weight  of  the  coin,  legal  weights  were 
delivered  at  the  Mint  to  all  applicants.  If  any 
of  the  pennies  issued  after  Christmas,  should  be 
found  clipped  in  anyone*8  possession,  they  were 
to  be  bored  through,  and  the  owner  of  them  was 
to  be  treated  as  a  thief.  It  was  declared  that  the 
penny  should  be  made  of  the  just  standard,  and 
if  any  should  be  found  clipped,  the  person  who 
did  so,  should  forfeit  his  goods  to  the  king.  Thus 
we  see  that  in  this  reign,  the  utmost  attention  was 
paid  to  the  weight  of  the  coin. 

99.  Henry  III.  (1216)  succeeded  at  the  age  of 
nine.  It  is  supposed  that  in  the  beginning  of  his  reign, 
round  half-pence  and  farthings  were  first  coined. 
For  up  to  this  time  no  coins  had  been  coined 
smaller  than  the  penny,  which  was  much  too 
large  for  general  use.  It  had,  therefore,  been 
usual  to  break  it  in  halves  and  quarters,  being 
stamped  with  the  figure  of  a  cross,  to  sei've  as 
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small  change.  In  1227,  a  parliament  was  held 
at  I^ndon,  In  which  it  was  enacted  that  the 
English  groat  shoold  be  coined  at  a  certain 
weight,  with  the  king's  image  on  one  side,  and  on 
the  other,  a  cross  as  large  as  the  groat,  to  prevent 
clipping.  In  1229,  the  payment  of  the  papal 
tithes  was  enforced  with  great  sererity,  and  the 
people  were  obliged  to  borrow  money  of  the  Cahor- 
sini,  who  then  came  into  England  for  the  first 
time,  along  with  Stephen,  the  rope*s  nuncio.  It 
was  the  remission  of  this  tribnte  which,  we  have 
every  reason  to  believe,  gave  rise  to  the  invention 
of  Bills  of  Exchange,  (Bill  of  Exghangb; 
CiBBABio)  which  is  often,  without  any  authority, 
attributed  to  the  Jews.  In  1247,  the  money  was 
so  clipped,  dnring  the  troubles  of  the  kingdom, 
that  the  whole  of  the  letters  were  cut  away,  and 
even  the  inner  circle  was  not  entire.  This  had 
been  done  chiefly  by  the  merchants  of  the  conn- 
tries  nearest  England,  especially  the  Flemings. 
The  evil  was  now  so  great,  that  a  general  council 
of  all  the  nobles,  lay  and  ecclesiastical,  was  held 
by  the  king  at  Oxford,  and  it  was  debated  whether 
it  was  not  expedient  to  alter  the  form  or  the  fine- 
ness of  the  money.  It  was  decided  that  as  the 
matter,  and  not  the  form  of  the  money,  had  been 
debased,  it  would  be  better  to  depreciate  the 
standard,  as  had  repeatedly  been  done  in  fVance 
and  other  countries.  In  1248,  the  coins  were  so 
clipped  and  debased,  that  neither  the  English  nor 
their  foreign  customers  could  endure  it  any  longer. 
Proclamations  were  made  in  all  cities,  boroughs, 
fairs,  and  markets,  throughout  the  kingdom,  that 
no  one  should  pass  or  receive  money  not  of  lawful 
weight,  or  not  round.  Repeated  proclamations 
of  this  nature  were  issued,  and  all  found  to  be 
ineffectual.  At  last  a  new  coinage  was  rendered 
indispensable  on  account  of  the  public  distress. 
But  the  process  of  the  new  coinage  was  almost  as 
burdensome  as  the  bad  money.  In  consequence 
of  the  old  money  being  cried  down,  wheat  rose  to 
20s.  a  quarter.  Very  few  exchanges  for  giving 
new  money  instead  of  old  were  established,  not 
only  did  the  people  only  receive  an  equal  weight 
of  new  money  for  their  old,  but  a  tax  of  Idd.  in 
the  pound  was  Md  on  for  exchanging  it,  so  that 
they  received  scarcely  208.  instead  of  SOs.  The 
coinage,  however,  was  of  the  proper  weight  and 
fineness. 

100.  Li  1257,  the  41st  of  his  reign,  he  issued  a 
gold  coinage,  the  first  in  this  kin^om.  It  was 
also  called*  a  penny,  and  weighed  two  sterlings,  or 
silver  pennies,  and  was  ordered  to  be  current  for 
20  pence.  Thus  it  bore  exactly  the  same  relation 
to  the  silver  penny,  that  the  Persian  Darics  did 
to  the  Attic  drachma.  They  were  declared  to  be 
l^al  tender  in  London  at  that  rate,  but  on  the 
citizens  remonstrating,  a  new  proclamation  was 
issued,  permitting  the  citizens  to  take  them  or 
not  as  they  pleased.  .  In  1265,  the  value  of  the 
gold  penny  was  raised  to  24  pence.  This  coin 
was  also  termed  a  ryal,  and  was  the  first  of  the 
kind  in  Europe.  It,  however,  soon  disappeared 
from  circulation,  and  in  a  few  years  ceased  to  be 
coined. 

101 .  In  1265,  it  is  said  by  some  authorities  that 
the  statute  of  weights  and  measures  was  passed, 
by  which  the  penny  sterling  was  ordered  to  be^f 
the  weight  of  32  grains  of  wheat,  round  and  dry, 
and  taken  from  the  middle  of  the  ear  ,*  the  oz. 
to  weigh  20  pence,  and  the  pound  12  ounces. 


102.  The  coinage  had  nerer  been  so  debased 
and  corrupted  as  during  the  troubled  years  of 
Henry  III.  It  was  clipped  down  to  half  its  weight, 
prices  rose  immensely,  and  foreign  merchants 
refused  to  trade.  Immense  quantities  of  base 
coin  were  imported  from  foreign  countries,  to  the 
great  distress  of  the  people.  One  of  the  first 
things  Edward  I.  (1272)  found  it  necessary  to 
attend  to,  was  the  state  of  the  coinage.  In  1275, 
severe  punishments  were  inflicted  upon  persons 
accused  of  clipping  and  debasing  the  money.  In 
1278,  upon  pretence  of  having  diminished  the 
coin,  all  the  Jews  in  England  were  seized  on  the 
same  day,  their  property  was  confiscated  to  the 
crown,  and  multitudes  of  them  hanged.  In  1279, 
a  proclamation  was  issued  forbidding  the  currency 
of  clipped  money  and  exchanges  were  appointed, 
where  every  one,  might  obtain  new  money  for  the 
old,  on  paying  14d.  a  pound  for  moneyage.  New 
half-pennies  and  farthings  were  issued,  and  in  a 
short  time  the  clipped  money  entirely  ceased  to 
circulate.  Edward,  however,  in  1280,  set  the 
first  example  of  diminishing  the  weight  of  the 
coin.  He  ordered  that  the  pound  of  silver 
should  pass  for  208.  3d.  The  ounce  was  to  weigh 
20  pence,  and  the  penny  24  grains,  which  were 
as  much  as  32  grains  of  wheat.    He  also  coined 

Soats,  or  pieces  of  four  sterlings,  or  pennies, 
e  issued  very  severe  proclamations  against 
persons  who  imported  base  coin  from  foreign 
countries,  and  he  appointed  persons  to  examine 
and  seize  all  who  did  so.  In  consequence  of  his 
measures  upwards  of  300  persons  were  convicted 
and  executed.  Notwithstanding  all  his  procla- 
mations and  punishments,  vast  quantities  of  base 
foreign  coin,  called  lano  nigery  pollards^  crochards^ 
setddingSy  brabcmts,  eagleity  leoninesy  sleepinfg^ 
were  current.  In  fact,  there  was  a  positive 
necessity  for  smaller  coins  than  the  silver  penny, 
and  nothing  could  prevent  the  circulation  of  such 
small  coins,  except  a  proper  legal  one,  such  as 
the  present  copper  money. 

103.  In  the  28th  year  of  his  reign,  Edward 
reduced  the  penny,  which  since  the  Conquest  had 
weighed  24  grains  tower,  to  23.7073  grains  tower. 
Up  to  this  time  the  pound  of  silver  money  w^  a 
pound  both  in  weight  and  tale.  It  was  now  cut 
into  20  shillings  and  3  pence,  and  the  dimmutlon 
of  the  standard  was  1  19-81  per  cent. 

104.  An  anonymous  author  quoted  by  Ruding, 
(Atmals  of  the  Coinage^  Vol.  Lp.  206,  J  says  that 
Edward  used  leather  money,  bearing  his  name, 
stamp,  and  figure,  in  the  building  of  Carnarvon, 
Beaumaris,  and  Conway  Castles,  specimens  of 
which  were  preserved  in  one  of  the  towera  of 
Carnarvon  Castle.    This  author  wrote  in  1622. 

105.  Edward  II.  (1307)  found  it  necessary  to 
continue  the  circulation  of  the  debased  coin, 
which  had  caused  so  much  distress  in  his  father^s 
life.  In  1310,  the  House  of  Commons  stated  to 
the  king  that  the  money  was  clipped  down  to  one 
half.    Jm  1311,  fresh  proclamations  were  issued 

Xinst  the  importation  of  base  money  from 
oad.  In  1319  and  1320,  these  proclamations 
were  renewed,  with  no  good  effect,  and  in  1321, 
persons  were  appointed  to  search  aU  the  ports  and 
other  places  for  clipped  and  base  money. 

106  Edward  III.  (1327)  found  the  coinage  in  a 
dreadful  state,  from  the  feeble  and  incapable  reign 
of  his  father,  and  it  was  one  of  the  first  abuses  he 
was  called  on  to  remedy.     In  1331,  the  state  o£ 
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the  coinage  was  brought  before  Parliament,  and 
a  committee  was  appointed  to  do  what  they 
thought  requisite.  The  exportation  of  good  money 
was  forbidden  on  pain  of  death.  Good  money 
was  forbidden  to  be  melted  upon  pain  of  for- 
feiture. All  black  money  was  to  cease  to  be 
current  one  month  after  the  proclamation.  But 
good  coin  continued  to  be  very  scarce,  and  its 
scarcity,  together  with  an  abundimt  harvest  in 
1337,  caused  the  price  of  a  quarter  of  wheat  to 
fall  to  2s.,  and  that  of  a  fat  ox  to  6s.  8d.  Pro- 
clamation after  proclamation  was  issued,  all  of 
them  perfectly  ineffectual.  The  state  of  the  cur- 
rency was  in  fact  a  chronic  disease,  from  the 
financiers  of  the  age  not  having  discovered  its 
fondamental  principle — ^that  go^  and  bad  coin 
cannot  circulate  together,  but  the  bad  drives  out 
the  good. 

1 07.  This  constant  debasement  and  corruption 
of  the  currency  repeatedly  attracted  the  notice  of 
Parliament,  and  they  endeavoured  to  provide  a 
remedy.  But  their  plans  never  went  further 
than  making  laws  to  prevent  the  exportation  of 
good  money  and  importation  of  bad,  denouncing 
heavy  penalties  on  those  who  did  so,  and  offering 
rewards  to  those  who  discovered  the  culprits. 
Merchants  were  obliged  to  give  security  that  for 
every  sack  of  wool  they  exported,  they  should 
bring  back  two  marks  of  silver.  In  1343,  the 
state  of  the  currency  was  taken  into  consideration 
by  Parliament,  who  called  in  the  advice  of  cer- 
tain merchants,  goldsmiths,  and  moneyers,  who 
were  charged  to  devise  means  to  prevent  the  ex- 
port of  good  money,  and  the  import  of  base 
money.  A  statute  relating  to  the  silver  money 
was  passed  as  the  result  of  these  deliberations. 
But  as  the  persons  who  framed  it  had  no  scientific 
knowledge  of  the  subject,  we  cannot  be  surprised 
that  it  was  no  avail. 

108.  One  important  measure,  however,  was 
adopted.  It  was  determined  to  issue  a  gold  coin- 
age to  supply  the  scarcity  of  the  silver.  This 
coinage  was  to  supersede  all  the  foreign  gold  coins 
then  in  circulation,  and  was  to  be  legal  tender 
between  merchant  and  merchant,  and  between 
any  .others  that  chose  to  accept  it.  The  perma- 
nent restoration  of  gold  as  a  substance  of  cur- 
rency took  place  in  1344,  none  having  been 
coined  since  1257.  Three  sorts  of  gold  money 
were  to  be  issued.  One  with  two  leopards,  or 
lions,  to  be  current  at  6s.,  and  to  be  equal  in 
weight  to  two  petit  florins  of  Florence  of  full 
weight.  Smaller  coins  of  the  value  of  3s.  and 
Is.  6d.  were  also  coined.  These  gold  coins  were 
called  florins,  maille  florins,  and  fiirthing  florins. 
This  money  was  rated  too  high,  and  the  mer- 
chants consequently  refused  to  receive  it,  and  it 
was  recalled.  A  new  coinage  was  issued,  called 
nobles,  maille  nobles,  and  ferling  nobles.  The 
noble  was  6s.  8d.,  and  the  others  in  proportion. 
The  pound  weight  of  standard  gold  was  coined 
into  39|  nobles.  The  pound  weight  of  silver  was 
coined  into  XI  28.  2d.  It  was  ordered  that  the 
money  should  be  publicly  assayed  in  presence  of 
the  king*s  council,  before  it  was  given  to  the  mer- 
chant. The  new  coins  w^e  ordered  to  be  re- 
ceived in  payment  of  sums  of  20s.  and  upwards. 
Thev  received  their  name  from  the  noble  nature 
of  the  metal  of  which  they  were  made.  They 
were  considered  to  be  the  most  pure,  valuable, 
and  beautifully  executed  coins  of  their  day,  and 


indeed  so  much  so,  that  even  men  of  sense  so  late 
as  the  days  of  Elizabeth,  were  not  ashamed  to 
repeat  that  they  were  produced  by  the  fiunous 
charlatan  and  alchemist,  Ba3rmond  LuUy,  in  the 
Tower,  though  he  died  about  twenty  years  before 
the  date  of  them. 

109.  In  1346,  the  evil  practice  of  tampering 
with  the  coinage  was  resnmed.  The  noble  was 
diminished  by  10  grains,  that  is,  the  pound  weight 
of  standard  eold  was  coined  into  42  nobles,  at 
6s.  8d. ;  at  the  same  time  the  penny  was  reduced 
to  20  grains,  or  the  pound  weight  of  silver  cut 
into  22s.  6d.  In  this  year  the  Commons  peti- 
tioned against  the  importation  of  foreign  base 
coins  called  Lusshebovmes,  which  were  worth 
only  8s.  the  pound ;  they  had  obtained  very  ex- 
tensive circulation,  to  the  great  detriment  of  those 
who  could  not  distinguish  them.  They  also 
petitioned  that  in  consequence  of  the  great  scarcity 
of  good  coins  in  the  realm,  the  king  would  order 
frequent  coinages,  and  that  the  mints  should  be 
kept  open  in  all  places  where  they  used  to  be. 
Fresh  quantities  of  the  lussheboumes  being  im- 
ported, the  Commons  again  petitioned  in  1347, 
and  severid  merchants  were  drawn  and  hanged. 

110.  In  1352,  the  coinage  was  still  further 
diminished  in  weight.  The  pound  weight  of  gold 
was  cut  into  fifteen  pounds,  and  the  pound  weight 
of  silver  into  25  shillings,  or  300  pennies  or 
sterlings.  Thus  it  was  already  diminished  by 
one-fourth,  since  the  conquest.  This  reduction 
in  the  weight  of  the  coinage,  caused  great  public 
dissatisfaction,  and  the  Bishop  of  Winchester, 
the  Treasurer  of  the  kingdom,  who  was  supposed 
to  have  advised  it,  became  very  unpopular.  In 
1354,  the  Commons  again  urged  upon  tiie  king  to 
reform  the  coinage,  and  that  the  sterling  should  be 
restored  to  its  former  value.  But  the  king  paid 
no  attention  to  their  complaints.  The  money  of 
Scotland,  which  had  hitherto  been  of  the  same 
weight  and  alloy  as  that  of  England,  was  now 
still  more  depreciated  than  the  English  money, 
and  in  1355,  was  forbidden  to  be  current  as  it  had 
been  up  to  that  time.  But  the  ancient  coins  of 
Scotland  were  allowed  to  be  current  as  heretofore. 
During  several  years  repeated  proclamations  were 
issued  against  the  currency  of  the  Scotch  money, 
which  was  becoming  rapidly  debased. 

111.  Richard  IL  (1377)  succeeded  at  the  age 
of  1 1.  In  the  next  year  the  Commons  again  com- 
plained of  the  export  of  the  good  coin,  and  of 
the  clipping  and  bad  state  of  the  currency.  No 
gold  and  silver,  they  said,  were  brought  into  the 
realm.  In  consequence  of  this,  every  merchant 
was  ordered  to  bring  bullion  of  gold  or  sUver  to 
the  value  of  12  sterlings,  for  every  pound  of  cloth 
of  gold  he  imported. 

112.  In  1381,  the  Commons  again  called  the 
attention  of  the  king  to  the  miserable  state  of  the 
kingdom,  in  consequence  of  the  bad  state  of  the 
currency.  The  gold  coin  current  was  deficient 
in  weight  to  the  amount  of  13s.  4dL  In  the  pound, 
and  even  more.  The  officers  of  the  mint  also 
complained  that  no  money  of  gold  or  silver  was 
made  there.  They  were  accordingly  summoned 
to  ^ve  thehr  advice.  But  they  had  nothing  to 
propose,  except  what  had  been  tried  repeat^y 
arid  failed. 

113.  The  reign  of  Henry  lY.  (1399-1413) 
calls^or  no  special  remark.  The  same  complaints, 
the  same  useless  remedies  tried,  can  give  no 
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variety  to  the  same  monotonous  story.  In  1411, 
Parliament  at  length  weary  of  the  same  grievance, 
tried  the  remedy  which  a  certain  set  of  persons 
have  always  clamoured  for  nnder  similar  circum- 
stances—a  reduction  of  the  standard  of  the  coin- 
age. The  pound  weight  of  gold  was  ordered  to 
be  coined  into  50  nobles,  and  the  pound  weight 
of  silver  into  80s.  of  sterlings. 

114.  Henry  y.  (1413)  turned  his  attention 
to  the  coinage  immediately  he  mounted  the  throne. 
The  statutes  against  the  practices  against  the 
coin  were  ordered  to  be  strictly  enforced,  and  the 
diminution  of  the  standard  weight  adopted. 

The  reign  of  Henry  YI.  (1422)  presents  us 
with  nothing  but  the  same  story. 

115.  In  the  4th  year  of  Edward  lY.  (1464) 
a  new  coinage  was  ordered,  and  the  standard  still 
further  diminished.  The  pound  of  gold  was 
coined  into  £20  16s.  8d.,  that  is,  out  of  each 
pound  weight,  fifty  nobles  were  cut,  and  out  of 
each  pound  of  silver,  37s.  6d.  In  the  next  year 
the  gold  standard  was  still  further  reduced,  and 
£72  lOs.  were  coined  out  of  the  pound.  In  the 
17th  year  of  his  reign,  1477,  fresh  statutes  were 
made  against  the  debasement  of  the  coin. 

1 16.  There  is  nothing  in  the  reigns  of  Edward 
V.  or  Richard  IIL  to  detain  us.  Henry  YII. 
(1485)  was  the  first  to  coin  gold  pieces  of  the 
value  of  20s.  in  1489,  which  were  called 
sovereigns,  or  pounds,  from  being  equal  to  twenty 
nominal  shillings.  The  pound  weight  of  gold 
was  cut  into  22|  of  these  sovereigns,  which  there- 
fore weighed  240  grains  of  pure  gold.  We  should 
express  this  in  modem  terms  by  saying  that  the 
Mint  price  of  pold  was  £22  10s.  per  pound.  A 
modem  sovereign  contains  113.12  grams  of  gold, 
consequently  the  sovereign  of  Henry  YIL  was 
equivalent  to  £2  2s.  5d.  of  our  money. 

117.  The  19th  year  of  his  reign,  1504,  is  also 
remarkable  for  a  great  recoinage,  and  on  this  occa- 
sion, the  old  Saxon  money  of  account,  the  shilling, 
was  first  reduced  to  an  actual  coin.  It  contain^ 
144  grains  of  pure  silver,  and  as  a  modem  shil- 
ling contains  80.7  grains,  it  was  worth  9*408  of 
our  money.         ^^ 

118.  Henry  YHI.  (1509)  succeeded  to  an  im- 
mense treasure  accumulated  by  the  aVarice  of  his 
father,  which  he  soon  wasted.  In  his  eighteenth 
year,  1526,  he  determined  to  abolish  the  Cologne 
or  Tower  weight,  which  had  been  introduced  by 
the  Saxons,  and  to  substitute  the  Troy  weight, 
which  was  used  on  the  Continent,  and  is  three- 
quarters  of  an  oz.  greater.  Thus  the  pound 
Tower  contains  5,400  grains,  the  pound  Troy, 
5,760  grains.  The  pound  Troy  of  gold  was 
ordered  to  be  cut  into  27  pounds,  and  the  pound 
Troy  of  silver  to  be  cut  into  45  shillings. 

119.  A  new  standard  of  the  fineness  of  gold 
was  also  adopted.  Different  gold  coins  had  been 
coined  of  gold  of  different  standards.  In  this 
year  the  standard  was  ordered  to  be  22  carats  fine 
and  2  carats  alloy ;  and  a  pound  weight  of  this 
new  standard  was  ordered  to  be  cut  into 
£25  2s.  6d. 

120.  In  1543,  he  set  the  first  example  of  de- 
basing the  standard  of  silver.  It  was  reduced  to  10 
oz.  fine  and  2  oz.  alloy,  and  a  pound  weight  of  this 
was  ordered  to  be  cut  into  48  shillings.  The  next 
year  it  was  reduced  to  6  oz.  fine  and  6  oz.  alloy. 
In  1544,  he  still  further  debased  the  standard 
4)0th  of  gold  and  silver.    Gold  was  reduced  to 


20  carats  fine  and  4  alloy,  and  silver  was  debased 
to  4  oz.  fine  and  8  of  alloy.    The  coins  continued 
of  the  same  nominal  weight,  but  in  consequence 
of  this  debasement,  the  pound  weight  of  gold  was 
worth  £36,  and  the  pound  weight  of  silver  144 
shillings.      The  issuing  of  these  debased  coins 
gave  rise  to  much  distress  and  public  complaint. 
121 .    The  baseness  of  the  coinage  at  the  acces- 
sion of  Edward  YI.,  (1546),  called  forth  many  epi- 
grams, but  the  indentures  for  the  new  coinage  in 
the  first  year  of  his  reign  provided  that  it  should 
be  of  the  same  base  quality  which  his  father  had 
reduced  it  to.    In  1549,  the  quality  of  the  coins 
was  somewhat  improved,  but  they  were  further 
reduced  in  weight.    The  pound  of  gold  of  22 
carats  fine  and  2  carats  alloy,  was  to  be  coined 
into  34  pounds  by  tale ;  the  pound  weight  of  silver 
of  6  carats  fine  and  6  alloy,  was  to  be  coined  into 
72  shillings.      The  shameful  state  of  the  coinage 
was  strongly  animadverted  upon  by  the  straight- 
fbrward  preacher  Latimer,  which  gave  his  enemies 
excuse  to  charge  him  with  disloyalty,  which  he 
ingeniously  turned  off  by  showing  tiiat  the  pro- 
phet Jeaish  had  denoimced  the  bad  silver  of  Jera- 
salem.    He  said  in  one  sermon, — **  I  chaimced  in 
my  last  sermon  to  spealie  a  mery  word  of  the  new 
shillyng  (to  refresh  my  auditorie),  how  I  was 
lyke  to  put  away  my  new  shillyng  for  an  olde 
groat.    I  was  herein  noted  to  speake  seditiously. 
Yet  I  can  comfort  myself  in  one  thing,  that  I 
am  not  fdone,  and  that  I  have  a  fellow—- a  com- 
panion of  sedition,  and  wot  ye  who  is  my  fellow  ? 
Esay,  the  prophet.  I  speake  but  of  a  little  preaty 
shillyng,  but  he  speaketh  to  Hierusalem  after  an 
other  sort,  and  was  so  bold  as  to  meddle  with 
their  coine.     Thou  proud,  thou  couetous,  thou 
hautie  citie  of  Hierusalem  I  Argentum  iuum  ver- 
ntm  eH  in  scoriam.    Thy  silver  is  turned  into, 
what  ?  into  testoons  ?  Scoriam^  into  dross.    Ah  I 
seditious  wretch,  what  had  he  to  do  with  the 
minte  P    Why  should  not  he  have  left  that  matter 
to  some  master  of  poUcie  to  reprove  ?    Thy  silver 
is  drosse,  it  is  not  fine,  it  is  counterfeit ;  thy  silver 
is  turned,  thou  haddest  good  silver.    What  per- 
tained that  to  Esay  ?   M^,  he  espied  a  peece  of 
diuinitie  in  that  polysie,  he   threateneth  them 
with  Gk)d's  vengeannce  for  it  *    ♦    *    He  im- 
puteth  it  to  them  as  a  great  crime.       He  may  be 
called  a  master  of  sedition  indeede.    Was  not 
this  a  seditious  harlot  to  tell  them  this  to  their 
beardes?  to  their  face ? " 

In  1550,  the  old  standard  of  gold  23  carats  S^ 
grains  fine,  and  half  a  grain  alloy  was  restored, 
and  a  pound  weight  of  this  gold  was  coined  into 
£28  16s. 

122.    At  last  the  evils  of  the  corrapt  and  base 
state  of  the  coinage  became  intolerable.    In  1551, 
it  ,was  solemnly  determined  to  have  a  great  reform 
of  the  coinage,  and  to  bring  it  back  to  its  old 
standard.     On  the  30th  of  April,  a  proclamation 
was  issued,  stating  that  king  Henry  YUI.  had  on 
account  of  his  wars,  debased  the  coins,  and  had 
set  forth    to  be  current  amongst  his  subjects 
testoons  at  twelve  pence,  and  groats  equally  base 
at  four  pence ;  and  that  his  present  majesty  per- 
ceiving that  such  coins  were,  by  reason  of  their 
baseness,  counterfeited,  both  abroad  and  at  home, 
had  caused  other  coins,  denominated  likewise 
shillings  and  groats,  to  be  made  of  the  value  of 
twelve  pence,  and  four  pence;  and  it  having 
appeared  that  those  shillings  and  groats  were  also 
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connterfeited,  by  persons  who  ased  such  connter- 
feits  in  baying  up  Tictnals  and  merchandize, 
giving  they  cared  not  what  for  the  same  to  the 

freat  enhancement  of  the  price  of  all  things, 
[is  majesty,  therefore,  sensible   of  the   great 
benefits  that  wonld  arise  from  bringing  back  the 
coin  to  its  old  standard,  had  determined  to  reform 
the  same.    Preparatory  to  this,  it  was  ordered 
that  after  the  last  day  of  Augnst,  the  current 
coins  shonld  only  pass  for  their  worth  in  silver, 
shillings  were  reduced  to  nine  pence,  and  groats 
to  three  pence.     The  natnral  consequence  imme- 
diately followed,  prices  everywhere  rose.  A  most 
extraordinary  plan  was  adopted.     In  order  to 
prepare  the  way  for  an  amendment  of  the  coinage^ 
one  still  more  debased  was  issued,  containing  only 
three  onnces  of  silver  to  nine  of  alloy,  in  order 
that  the  debts  of  the  realm  might  be  paid,  and 
£160,000  gained  to  make  the  reformed  coinage. 
The  people  were  in  the  utmost  state  of  confusion 
at  this  meddling  with  the  money.    No  one  knew 
where  the  debasement  would  stop.   The  prices  of 
all  things  rose  excessively.    To  put  a  stop  to  this, 
a  severe  proclamation  was  issued,  forbidding  any 
one    to  invent,   speak,    mutter,  or  devise  any 
manner  of  tale,  news,  or  report,  either  touching 
the  abusing  of  the  said  coin,  or  in  disparagement 
of  the  king,  or  the  proceedings  of  his  council,  on 
pain  of  fine,  imprisonment,  and  mutilation.  Never- 
theless within  a  month,  the  value  of  the  coin  was 
still  further  diminished.    The  testoon  was  cried 
down  from  ninepence  to  sixpence,  and  the  groat 
from  threepence  to  twopence.    The  writers  of  the 
day  notice  the  terrible  sufferings  of  the  poor  from 
these  repeated  tamperlngs    with    the   coinage. 
Cowper,  afterwards  Bishop  of  Winchester,  says, 
**the  richer  sort   partly  by  friendship,  nnder- 
standiug  the  King  beforehand,   did  put  away 
that  kind  of  money,  partly  knowing  the  base- 
ness of  the  coin,  kept  in  store  none  but  good  gold 
and  silver,  that- could  not  bring  any  loss.**    Thus 
we  see  the  fact  noticed,  that  in  a  depreciated 
state  of  the  currency,  all  the  good  coin  vanishes 
from  circulation,  and  is  hoarded  or  exported, 
although  the  time  was  not  yet  come  when  men  could 
discover  that  it  was  a  great  and  fundamental  law 
of  the  currency.    The  derangement  of  the  usual 
relations  between    the   coin   and   bullion  was 
so  great  that  bullion  rose  to  12s.  the.  ounce, 
and  the   old  angels  which  were  coined  to  re- 
present  6s.    8d.,  rose    to    21s.      The  evident 
meaning  of  which  was  that  there  was    only 
an  ounce  of  silver  in  12s.  of  coin,  and  that  the 
silver  coinage  was  so  debased  that  20s.  of  the 
debased  money  was  only  equal  to  6s.  8d.  of  the 
good.    These  are  the  identical  phenomena  which 
afterwards  excited  so  mnch  controversy  in  the 
reign  of  William  III.,  and  in  the  great  currency 
controversies  of  1 8 11,  and  subsequent  years,  when 
the  Bank  note  exhibited  exactly  the  same  pheno- 
mena of   depreciation  as  the  debased    metallic 
currency.    The  relative  values  of  the  precious 
metals  were  so  little  understood,  that  while  silver 
was  rated  at  12s.  the  ounce,  gold  was  only  valued 
at  60s.,  or  five  times  the  value  of  pure  silver,  and 
at  one  time  it  was  further  reduced  to  48s. 

The  council  of  Edward  VI.  was  so  thoroughly 
impressed  with  the  frightful  disorders  of  this 
monetary  anarchy,  that  the  measures  for  the  com- 
plete reformation  of  the  coinage  were  nearly 
completed,  when  the  sickly  boy  died.     Mary 


found  on  her  accession  (1553),  the  coinage  nearly 
reformed,  and  she  resolved  to  take  advantage  of 
the  popularity  attending  the  reformation,  at  the 
same  time  intending  to  debase  it.  She  issued  a 
proclamation  setting  forth  her  intention  to  coin 
the  money  of  silver  of  the  standard  fineness,  but 
by  her  indentures  with  the  mint  master,  the  silver 
was  reduced  to  eleven  ounces  fine,  that  is  one  dwt. 
less  than  the  last  of  Edward  YI.,  and  two  dwts. 
less  than  sterling.  During  this  short  reign,  the 
usual  proclamations  were  issued  against  importing 
counterfeit  and  base  coin  from  abroad,  and  ex- 
porting good  coin,  and  the  usual  complaints  were 
made  of  persons,  both  natives  and  foreigners, 
buying  up  the  good  coins  at  higher  rates  than  they 
were  rated  at,  and  melting  them  for  exportation. 

123.  N'o  sooner  had  Elizabeth  mounted  the 
throne  (1558),  than  she  turned  her  attention  to 
complete  the  great  reform  of  the  coinage,  begun 
by  her  brother  Edwai'd  YI.,  being  mov^  thereto 
by  the  illustrious  Gresham,  who  has  the  great  merit 
of  being  the  first,  as  far  as  we  can  discover,  who 
discerned  the  great  fundamental  law  of  the  cur- 
rency, that  good  and  bad  money  cannot  circulate 
together.  The  facts  had  been  repeatedly  obs^red 
before,  but  no  one,  that  we  are  aware  of,  had 
discovered  their  necessary  relation,  before  Sir 
Thomas  Gresham.  This  eminent  merchant  was 
presented  to  the  Queen,  three  days  after  her  ac- 
cession, by  Cecil,  and  she  immediately  employed 
him  to  negociate  a  loan,  which  was  necessary  in 
the  exhausted  state  of  the  treasury  left  by  Mary. 
Before  leaving  for  Flanders,  he  wrote  a  letter  of 
advice  to  the  Queen,  explaining  how,  among  other 
things,  all  the  fine  money  had  disappeared  from 
circulation.  The  cause  of  this  he  attributed  to 
the  dehoMig  of  the  coinage  hy  Henry  VIII,  Thus 
he  seems  to  have  been  the  first  to  declare  that 
the  issue  of  the  base  money  was  the  coxae  of  the 
disappearance  of  the  good.  Hence  we  may  j  nstly 
call  it  OreihanCs  Law  of  the  Currency.  He 
earnestly  recommended  the  Queen  to  bring  back 
the  currency  to  its  former  purity,  and  in  accord- 
ance with  his  advice,  she  soon  set  about  it  in 
earnest. 

1 24.  On  the  27  th  September,  1 560,  a  proclama- 
tion was  issued,  stating  the  evils  of  the  debased 
money;  that  the  estimation  England  had  been 
held  in  was  vanished  away — that  great  quantities 
of  forged  and  counterfeit  coins  were  imported, 
and  all  the  good  old  silver  and  gold  ones  were 
exported,  and  the  prices  of  all  things  greatly 
raised.  She  therefore  reduced  the  value  of  ^ese 
base  coins  as  nearly  as  possible  to  their  trae 
worth,  the  base  penny  to  three  farthings,  and  the 
others  in  proportion.  Some  testoons  were  how* 
ever  so  grossly  adulterated,  as  to  be  unfit  for  cir« 
culation  at  all,  they  were  allowed  to  be  current 
for  four  months  only,  at  two-pence  farthing. 
For  relief  of  the  holders  of  this  base  coinage, 
they  were  allowed  to  exchange  it  at  the  mint, 
during  the  space  of  four  months,  for  eood  new- 
money  at  that  rate.  This  sudden  reduction  of 
the  value  of  the  money  in  their  possession  made 
many  complaints  among  the  people,  and  to  remove 
these,  another  proclamation  was  issued  stating 
the  reasons  for  it.  It  is  said  that  in  former  days 
England  was  held  in  high  honour  among  nations, 
because  she  tolerated  no  money  but  gold  and 
silver,  whereas  sdl  other  countries  in  Christendom, 
Germany,  France,  Spain,  Flanders,  Scotland,  had 


COIKAGE  OF  ENGLAND* 


COINAGE  OF  ENGLAND. 


465 


issued  great  qnantities  of  base  money  in  recent 
times,  and  had  thereby  brought  on  themselves 
mnch  infamy  and  reproach.  That  England  was 
now  exposed  to  similar  obloqny,  and  that  the  Queen 
was  determined  to  remove  this  reproach,  and  as 
it  would  be  a  great  burden  and  expense  to  her- 
self, every  gw)d  subject  ought  to  be  content, 
though  it  brought  some  loss  upon  himself.  That 
in  consequence  of  the  base  state  of  the  coinage, 
vast  quantities  of  counterfeit  coin  had  been  im- 
ported from  foreign  countries,  and  had  been 
uttered  at  the  rate  of  twelve-pence  the  testoon, 
when  it  was  not  in  reality  worth  two-pence. 
That  although  great  quantities  of  gold  and  silver 
had  been  coined  in  the  latter  end  of  the  reign  of 
Edward  YI.,  as  well  as  in  the  time  of  Mary,  and 
even  in  her  own  reign,  yet  no  part  of  it  was  seen 
commonly  current,  out  part  of  it  was  exported, 
and  part  of  it  hoarded.  That  although  the 
harvests  had  been  plentiful,  and  there  had*  been 
no  such  scarcity  aa  that  of  former  times,  in  which 
many  hundreds  and  thousands  of  people  had  died, 
yet  the  prices  of  all  sorts  of  commodities  and  food 
had  risen  immeasurably,  and  were  daily  rising, 
for  which  no  remedy  could  be  devised  except 
causing  the  base  money  to  be  current  at  its  true 
value.  For  every  man  of  the  least  understanding, 
by  one  means  or  other,  knew  that  a  testoon  was 
not  worth  sixpence,  nor  the  piece  of  two-pence 
worth  so  much,  and  tlierefore  no  man  would  give 
the  thing  which  was,  and  even  had  been  worth 
sixpence,  for  a  testoon,  but  would  rather  require 
two  testoons ;  and  so  a  thing  being  worth  six- 
pence, was  bought  and  sold  either  for  two  testoons, 
or  one  and  a  half,  which  was  in  reckoning  twelve, 
and  ninepence,  and  now  every  testoon  being  brought 
to  the  just  value,  it  must  needs  follow  that  one 
shfdl  buy  of  another  hereafter  for  fourpence  half- 
penny, which  was  wont  to  cost  sixpence. 

125.  In  future,  nothing  but  fine  money  was  to 
be  issued,  whence  all  poor  persons  who  lived  by 
daily  wages,  all  poor  gentlemen  who  lived  upon 
pensions  and  stipend^  all  soldiers,  and  serving 
men,  should  have  their  payments  made  in  good 
and  fine  money,  and  thus  buy  more  necessaries 
than  they  could  before,  by  at  least  a  fourth  part. 

By  the  reform  also  of  the  coinage,  the  foreign 
exchanges  which  had  been  much  depressed,  would 
be  brought  to  their  proper  level,  and  foreig^  com- 
modities reduced  in  price. 

For  these  and  other  reasons  every  man  ought 
to  thank  Almighty  God  that  he  had  lived  to  see 
the  honor  of  his  country  restored,  silver  in  the 
place  of  copper,  the  prices  of  things  lowered,  and 
all  people  able  to  live  more  comfortably  on  their 
wages,  and  free  from  being  robbed  by  forgers. 

126.  By  the  mint  indentures  of  the  8th  of  No- 
vember, of  the  same  year,  it  was  provided  that 
the  gold  and  silver  should  be  of  the  old  standard. 
The  pound  weight  of  gold,  23  carats  3|  grains 
fine,  was  to  be  coined  into  96  pounds  by  tale,  a 
pound  weight  of  crown  gold,  22  carats  fine,  was 
to  be  coined  into  33  pounds  by  tale.  And  a 
pound  weight  of  silver  of  the  old  sterling  standard 
was  to  be  coined  into  3  pounds,  or  fiOs.  by  tale. 

A  medal  was  struck  to  commemorate  the  event. 
On  the  obverse  was  the  Queen*8  bust,  with  the 
inscfription  st  ahoujb  gloria,  and  on  the  re- 
verse. Justice  seated,  bearing  the  sword  and 
balance,  with  the  legend  bbnr  constituta  ks 
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This  great  reform  gave  mnch  public  satisfac- 
tion, and  was  greatly  commended  by  contemporary 
historians.  Kepeated  proclamations  were  issued 
against  the  base  monies,  which  still  circulated, 
and  in  order  to  encourage  people  to  bring  them 
to  the  mint,  it  was  spreiul  abroad  that  something 
more  than  their  true  value  would  be  allowed  for 
them,  and  in  order  to  accelerate  the  new  coinage 
which  the  Queen  had  so  much  at  heart,  she  went 
publicly  to  the  mint,  and  coined  certain  pieces  of 
gold  herself,  which  she  gave  away  to  those  about 
her.  For  the  public  convenience,  coins  of  a  small 
denomination  were  struck  of  sterling  silver.  It 
wafl  fiirther  ordered  that  no  foreign  coins,  except 
the  French  and  Flemish  crowns,  should  be  any 
longer  current  in  the  kingdom,  but  every  one 
who  had  foreign  coins  of  gold  or  silver  might 
bring  them  to  the  mint,  and  receive  in  exchange 
their  full  value  in  the  coin  of  the  realm. 

127.  In  1560,  the  mill  and  screw  were  intro* 
dnced  in  the  mint  by  a  Frenchman,  who  was 
allowed  to  coin  milled  money  in  the  tower. 

128.  Notwithstanding  the  great  reform  in  the 
coinage,  the  old  mischiefs  began  to  re-appear,  and 
many  proclamations  were  issued  against  clippers 
and  counterfeits.  Great  complaints  also  arose  of 
the  scarcity  of  money  in  1569.  The  Queen 
borrowed  money  of  her  subjects  at  6  per  cent., 
to  supply  the  general  want.  About  this  time, 
too,  the  want  of  small  change  was  felt  so  strongly 
that  numbers  of  tradesmen  were  obliged  to  issue 
private  tokens  for  half-pence  and  farthings.  They 
were  made  of  lead,  tin,  latten,  and  even  leather. 
The  Queen  was  much  annoyed  at  this,  and  sought 
to  remedy  it.  But  it  was  represented  to  her  that 
if  the  farthings  were  coined  of  silver,  there  would 
only  be  two  grains  in  them,  which  would  be  a 
coin  too  small  for  general  use,  and  if  they  were 
increased  by  alloy  to  six  grains,  which  was  the 
smallest  that  it  would  be  convenient  to  coin,  they 
would  be  so  easily  counterfeited,  as  if  they  were 
copper.  But  if  they  were  made  of  copper,  they 
might  faithfully  be  the  weight  of  one  penny- 
weight,  and  could  not  be  counterfeited.  Tbe 
Queen  approved  the  suggestion,  and  a  proclama- 
tion was  drawn  up  to  make  them  current.  Bat 
it  was  never  issued,  and  the  coins  were  not  struck. 
But  the  Queen  granted  a  license  to  the  city  of 
Bristol  to  coin  copper  tokens,  whteh  were  to  be 
current  for  small  change  in  the  city  and  10  miles 
round. 

129.  In  1587,  the  old  evils  of  clipping  were 
strongly  felt;  a  proclamation  warned  people 
against  receiving  or  passing  any  clipped  or 
counterfeit  money,  and  idl  to  whom  any  such  wae 
offered  were  authorized  to  refuse  them,  and  to  bore 
them,  and  cut  them  into  pieces,  and  give  them  back 
to  the  owner.  And  in  order  to  enable  any  one  to 
judge  of  the  proper  weight  of  the  coins,  the 
warder  of  the  mint  was  ordered  to  prepare 
balances  exhibiting  the  true  weight  of  each  coin, 
and  seU  them  to  the  public  at  reasonable  prices. 
And  every  city,  borough,  and  town  corporate 
was  ordered  to  have  at  least  one  of  such  balances, 
to  settle  disputes  among  the  subjects.  The 
^*  remedy,  **  or  loss  of  weight,  allowed  on  the 
different  coins,  was  for  the  piece  of  30s.  not  more 
than  4^  gntiuB ;  for  that  of  20s.,  3  grains ;  for 
that  of  158.,  2^  grains ;  for  that  of  10s.,  2  grains ; 
for  5s.,  1  grain ;  and  for  28.  6d.,  ^  grain.  The 
prices  of  the  balances  were  also  regulated. 


466 


COINAGE  OF  ENGLAND. 


COINAGE  OF    ENGLAND. 


130.  Id  1593,  the  pound  weight  of  crown  gold 
was  ordered  to  be  coined  into  33  ponnds  by  tale. 
In  1601,  the  weight  of  the  coinage,  both  gold 
and  silver,  was  diminished.  The  pound  weight 
of  crown  gold  was  coined  into  £33  lOs.  by  tale ; 
and  the  ponnd  weight  of  silyer  into  £3  2s.  by 
tale. 

131.  James  YI.  (1603)  issued  a  proclamation 
making  the  money  of  Scotland  current  in  England 
at  its  proportionate  value.  The  price  of  six 
ponnds  was  found  to  be  equivalent  to,  and  made 
current  at,  lOs.,  and  the  mark  for  13|d.  In  the 
same  year  he  continued  the  bad  practice  of  dimi- 
nishing the  weight  of  the  coin.  The  pound  weight 
of  crown  gold  was  ordered  to  be  coined  into 
£37  4s.  by  tale.  The  silver  to  be  as  in  the 
last  coinage  of  the  Queen. 

1 33.  In  the  same  year  he  determined  to  issue  a 
uniform  coinage  for  Great  Britain.  New  coins 
of  gold  and  silver  were  struck, — ^the  unit  of 
gold  of  the  value  of  SOa.  sterling,  others  of  the 
value  of  lOs.,  5s.,  and  4s.  A  new  silver  coinage 
was  also  struck,  and  tables  prepared  shewing  the 
relative  weights  of  English  and  Scotch  money. 
This  was  done  to  facuitate  the  union  of  the 
kingd<Mns,  which,  however,  he  was  unable  to 
effect. 

133.  It  was  soon  afterwards  found  that  the  gold 
coin  was  imderrated  in  comparison  to  the  market 
price  of  gold  and  silver  m  foreign  countries. 
It  was,  therefore,  exported  in  large  quantities. 
To  remedy  this,  the  unit  was  raised  in  value 
to  22s.,  and  the  other  coins  in  proportion.  In 
order  to  induce  merchants  to  import  bullion,  the 
king  gave  notice  that  foreign  coins  should  be 
bought  at  the  mint  at  fixed  rates. 

1 34.  In  1613,  an  attempt  was  made  to  put  down 
the  circulation  of  lead  tokens,  which  were  re* 
quired  in  the  dearth  of  small  change.  The 
extent  to  which  these  were  issued  may  be 
imagined,  when  Sir  Robert  Cotton  says,  that 
in  London  alone  there  were  above  3,000  trades- 
men, who  issued,  on  an  average,  five  ponnds  a 
piece  of  leaden  farthings.  And  the  number 
throughout  the  country  was  proportiontd  to  that 
in  London.  A  proclamation  acknowledged  the 
necessity  for  tolerating  such  small  money  in 
times  past,  but  it  said  that  it  had  also  its  incon- 
veniences, as  the  issuers  of  them  often  died  w 
removed,  and  those  who  held  these  tokens  lost 
thereby.  The  king,  therefore,  covenanted  with 
Lord  Exeter,  to  coin  a  sufficient  quantity  of  copper 
fiurthings  for  the  use  of  those  who  liked  to  receive 
them.  No  one,  however,  was  to  be  compelled  to 
take  them  against  his  will.  The  issue  of  leaden 
tokens  was  then  forbidden.  The  new  fieirthings 
were  very  unpopular,  and  were  got  into  circulation 
with  great  difficulty.  Throughout  the  reign  the 
usual  proclamations  continued  to  be  issued  against 
malpractices  and  exportation  of  the  coinage,  but 
with  the  usual  inutility. 

135.  Charles  I.  (1625)  found  the  same  com- 
plaints of  the  scarcity  of  money,  rife  on  his  ac- 
cession, as  had  been  common  for  centuries.  A 
pommission  was  directed  to  Lord  Mandevill,  to 
inquire  into  the  causes  of  the  great  scarcity  of 
money,  and  the  means  by  which  coin  and  bullion 
might  be  brought  into  the  country  more  plenti- 
fully, and  also  be  preserved  from  exportation. 
They  were  to  inquire  what  native  commodities 
of  the  kingdom  were  of  that  necessary  usefUness 


to  Djeighbooring  naiiona,  as  that  they  might  fitly 
return  home  a  proportion  of  coin  and  bmiion  for 
a  supply  of  treasure.  The  financiers  of  that  and 
all- preceding  ages  were  unfortunately  ignorant 
that  the  evils  they  complained  o^  were  emued  hy 
ike  condiiUm  of  the  currency  itielf,  and  until  that 
was  amended,  everjrthing  else  was  fntUe.  A 
patent  was  granted  to  the  Duchess  of  Richmond 
and  Sir  fVancis  Crane  fbr  17  years,  to  have  the 
exclusive  right  of  coining  farthing  tokens  <^ 
copper,  and  the  issue  of  all  private  ones  was  f(wr- 
bidden. 

136.  In  1627,  strong  complaints  were  made  that 
the  goldsmiths  culled  out  all  the  more  weighty 
coins  for  the  purpose  of  melting  and  expcHting 
them.  This  was  caused  by  the  liboty  which 
certain  goldsmiths  had  usuroed  of  acting  as  ex- 
changers, contrary  to  law.  To  remedy  this,  the 
Earl  of  Holland  was  appointed  sole  exchanger, 
and  every  one  else  forbidden  to  buy  or  sell  bul- 
lion or  coin,  under  heavy  penalties.  A  procla- 
mation was  issued  forbidding  the  exportation  of 
the  coin ;  commanding  that  no  goldsmith,  finer, 
kc^  should  melt,  &c.,  any  coins,  or  cull  for  the 
purpose  of  melting,  exporting,  or  altering  the 
coins ;  and  that  no  one  should  take  for  exchange 
more  than  the  prices  allowed  at  the  mint  in  ex- 
change. Every  goldsmith  upon  a  sale,  was  to 
give  a  ticket,  with  his  name  and  mark  on  it,  to 
his  customer,  stating  the  value  in  bullion,  and  the 
value  of  the  workmanship  separately,  so  that  the 
buyer  might  know  what  to  demand  for  the  same 
at  the  King*s  mint  or  exchange.  All  money  de- 
ficient bi  weight  beyond  the  quantity  already 
allowed,  was  to  be  decried  and  rendered  un-cur- 
rent,  and  if  any  was  offered  in  pajrment,  the  per- 
son to  whom  it  was  offered  might  bore  it,  and 
return  it  to  the  offerer.  All  gold  and  silver  plate 
were  ordered  to  be  of  the  fineness  of  the  money 
of  England. 

137.  In  1632,  a  change  had  been  going  (m  in  the 
relative  values  of  gold  and  silver,  and  gold  be- 
came so  plentiful,  and  silver  so  scarce,  that 
drovers  and  farmers  who  brought  their  cattle  to 
Smithfield,  commonly  made  their  bargain  to  be 
paid  in  silver,  and  not  in  gold.  Silver  rose  to  a 
premium  of  two-pence  in  the  pound,  to  get  twenty 
shillings  in  silver  for  the  exchange  of  a  twenty 
shilling  piece  of  fhll  weight.  People  in  London 
and  Westminster  commonly  carried  gold  scales 
about  with  them  to  weigh  gold  on  all  occasions. 
Blepeated  proclamations  were  issued  against  the 
quantities  of  counterfeit  farthing  tokens  in  circu- 
lation, and  none  were  allowed  to  pass  except  those 
issued  by  the  late  and  present  kings.  In  1637, 
informations  were  exhibited  in  the  Star-chamber 
against  twelve  persons  for  melting  and  exporting 
the  coin,  and  culling  out  the  heaviest  coins,  and 
selling  them  above  the  mint  price.  They  were 
fined  or  imprisoned.  In  1640,  the  exportation  of 
the  gold  coin  was  strongly  complained  of  in 
Parliament.  In  the  same  year,  the  king  suddenly 
seised  the  merchants*  money  and  bullion  in  the 
mint,  which  they  used  as  a  species  of  bank  of  de- 
posit. After  some  difficulty  they  got  it  back,  but  the 
credit  of  the  mint  was  gone,  and  they  were  obliged 
to  keep  it  at  hcHne,  until  they  began  to  entrust  Jt  to 
the  goldsmiths,  who  thus  became  the  first  private 
bankers  in  England. 

138.  The  king  was  aow  so  distressed  for  money 
that  it  was  solemnly  debated  at  the  council  to 
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coin  £900,000  of  base  money.  After  several 
dajs*  debate  the  plan  was  rejected,  chiefly  in  con- 
sequence  of  the  able  and  powerAil  opposition  of 
Sir  Thomas  Rowe,  whose  speech  is  given  at 
length  in  Rushworth,  and  well  deserves  reading. 
In  December,  the  Commons  presented  a  remon- 
strance to  the  king,  strongly  upbraiding  him  for 
the  violation  of  public  faith,  and  private  interest, 
in  seising  the  merchants*  bullion  and  cash  in  the 
Tower,  and  for  the  abominable  project  of  the 
brass  money,  by  which  the  whole  lungdom  was  to 
be  robbed  at  once. 

139.  It  may  be  stated  to  the  honor  both  of  the 
Kmg  and  the  Parliament,  that  neither  of  them 
debased  the  coins  during  the  unhappy  civil  war. 
The  Parliament  carefully  used  the  royal  dies  in 
thehr  coins,  so  that  they  should  freely  pass  current 
throughout  the  kingdom,  and  the  King  set  up  a 
mint  in  New  Inn  Hall,  at  Oxford.  The  work- 
manship of  the  pieces  he  caused  to  be  struck  was 

*  of  the  rudest  description,  but  the  purity  of  the 
standard  was  maintained. 

140.  The  Parliament  of  the  Commonwealth, 
1649,  ordered  gold  coins  of  the  value  of  20s.,  and 
of  the  weight  of  5  dwts.  20  grains  10  mites,  and 
pieces  of  10s.  and  58.  of  proportionate  weight,  to  be 
struck,  and  silver  pieces  of  5s.,  of  the  weight  of 
19  dwts.  8  grains  10  mites  8  droits.,  and  smaller 
coins  in  similar  proportions,  but  all  of  the  standard 
fineness,  to  be  struck,  and  current  throughout  the 
Commonwealth.  Cromwell  issued  a  small  coin- 
age of  the  same  weight  and  denominations  as  that 
of  the  Commonwealth,  but  it  never  became  gene- 
rally current  to  an^  extent. 

141.  Charles  II.  (1660)  found  it  necessary  to 
issue  the  usual  proclamations  against  clipping, 
melting,  and  exporting  the  coin.  On  the  10th  of 
June,  1661,  it  was  said  that  there  was  a  groat 
scarcity  of  money,  occasioned  by  the  illegal  and 
promiBCuous  buying  and  selling  all  sorts  of  gold 
and  silver  at  higher  rates  than  ever  his  Majesty, 
or  any  of  his  royal  progenitors,  had  allowed  at 
their  mints.  All  the  old  statutes  against  su6h 
practices  were  revived,  and  ordered  to  be  strictly 
enforced.  Notwithstanding  all  these  proclama- 
tions, it  was  observed  that  the  gold  money  was 
exported  in  such  quantities,  as  to  be  far  more 
common  in  foreign  countries  than  in  England.  A 
consultation  of  the  privy  council  was  held  to  con- 
sider this  evil,  and  having  called  in  the  officers  of 
the  mint  and  the  most  experienced  goldsmiths, 
tiiey  came  to  the  conclusion  that  it  arose  from  the 
great  profits  made  by  the  merchants  by  exporting 
gold  coin,  which  bore  a  higher  value  compared  to 
silver  abroad  than  it  did  at  home.  To  cure  this, 
it  was  determined  to  raise  the  value  of  the  gold 
coin  at  tK>me,  to  correspond  with  its  market  price 
abroad.  The  unit  which  had  been  struck  to  re- 
present 20s.,  and  had  been  raised  to  22s.,  was 
now  further  raised  to  23s.  6d.,  and  the  other  gold 
coins  in  proportion.  It  was  also  repeated  that  aU 
nieces  below  the  remedy  allowed,  should  be  re- 
nised  in  payment.  The  money  struck  during  the 
time  of  the  Commonwealth  was  called  in,  and 
exchanged  for  new  money,  according  to  its  weight. 

The  vear  1663  is  remarkable  for  the  first  issue 
of  the  ninous  guineas.  They  were  made  of  the 
gold  imported  by  the  African  Company.  As  an 
encouragement  to  bring  over  gold  to  be  coined, 
the  Company  were  allowed  by  charter  to  have 
their  stamp  of  an  elephant  on  the  coins  made  of 


the  guinea  gold.  They  were  struck  to  represent 
20s.,  and  to  take  the  place  of  the  units  of  James 
I.,  Charles  I.,  and  the  Commonwealth,  which  were 
now  called  broad  •pieces. 

142.  An  important  change  now  took  place  in 
the  laws  relating  to  the  export  of  ballion,  which 
shewed  some  dawning  of  the  truths  of  Political 
Economy.  The  utter  uselessness  of  the  laws 
against  exporting  bullion,  began  at  hist  to  be  per- 
ceived by  statesmen.  The  Act,  Statute  1663,  c.  7, 
12,  says,  ^^  Forasmuch  as  several  considerable 
and  advantageous  trades  cannot  be  conveniently 
driven  and  carried  on  without  the  species  of 
money  and  bullion,  and  that  it  is  fowui  by  ex- 
perience  that  they  are  carried  in  greatest  abund* 
once  (ae  to  a  common  market)  to  such  places  as 
rive  free  liberty  for  exporting  the  same^  and  the 
bettor  to  keep  m  and  increase  the  current  coin  of 
this  kingdom,*'  and  it  was  then  permitted  to  any* 
one  to  import  and  export  all  foreign  coin  and 
bullion  with  absolute  freedom.  What  a  pity  it 
was  that  the  Economical  light  thus  admitted  did 
not  still  further  enlighten  the  legislature  as  to  the 
mischief  of  interfering  with  other  branches  of 
trade. 

143.  In  1666,  another  act  for  the  encourage- 
ment of  coinage  was  passed,  which  is  still  in  force. 
By  this  it  was  declared  that  all  persons  might 
bring  bullion  to  the  mint,  and  receive  the  niU 
weight  of  it  in  current  coin,  without  any  deduc- 
tion whatever.    Since  this  time  the  whole  ex- 

§ense  of  the  mint  has  been  borne  by  the  public, 
'he  policy  of  this  measure  has  given  rise  to  much 
difference  of  opinion.  (Seionobags.) 

144.  In  1670,  the  pound  weight  of  crown  gold 
was  ordered  to  be  coined  into  X44  10s.  by  tale ; 
viz.,  into  pieces  to  be  current  at  10s.,  203.,  40s., 
and  £S  each ;  and  the  pound  weight  of  silver  of 
the  old  standard  into  £Z  2s  by  tale.  The  20s. 
gold  pieces  or  pounds  were  called  guineas,  and 
their  weight  continued  the  same  as  long  as  they 
were  struck. 

In  this  reign  the  old  national  coin  of  England* 
the  silver  penny,  ceased  to  be  struck. 

145.  From  some  fatality  they^  seemed  to  be 
alwavs  incapable  at  the  English  mint  of  ascertain- 
ing the  true  value  of  gold  and  silver  according  to 
their  market  rates.  The  guinea  was  soon  found  to 
be  underrated,  and  accordingly  the  old  practices 
of  clipping,  melting,  and  exporting  were  soon  in 
full  operation,  and  the  scarcity  of  money  was 
complained  of  in  Parliament.  Towards  the  end 
of  this  reign  the  coinage  was  much  deteriorated, 
and  all  these  bad  practices  flourished  still  more 
during  the  short  reign  of  James  II.  (1684-1688.) 
That  king  had  no  time  during  his  troubles  to  de- 
base the  English  coinage,  but  his  debasement  of 
the  Irish  coinage  is  mentioned  below.  (CoiaAQa 

OF  IrBIiAND.) 

146.  William  UL  and  Mary  (1688)  continued 
the  coinage  in  aU  respects  as  during  the  last 
reign.  In  April,  1690,  the  great  scarcity  of  silver 
coins  occasioned  great  public  inconvenience.  The 
goldsmiths  complained  to  the  House  of  Commons, 
that  they  had  ascertained  that  immense  quantities 
of  silver  bullion  and  dollars  had  been  exported* 
That  many  Jews  and  merchants-  had  recently 
bought  up  vast  quantities  of  silver  to  carry  out 
of  the  kingdom,  and  had  given  three  half-pence 
an  ounce  above  its  reguli^ed  value.  That  this 
had  encouraged  the  melting  down  of  much  plate 

DD  2 


468 


COINAGE  OF  ENGLAND. 


COINAGE  OF  ENGLAND. 


and  mQlBd  money,  whereby  for  six  months  past 
no  bullion  had  been  brought  to  the  mint  to  be 
coined.  The  House  appointed  a  committee  who 
verified  these  allegations.  It  was  shown  that  the 
profit  of  melting  down  the  milled  money  for 
exportation  was  above  £25  per  £1,000,  and  that 
the  mint  price  of  silver  was  5s.  2d.  per  ounce,  but 
it  was  generally  sold  for  5s.  3^d.  The  Hoase 
in  consequence  passed  one  of  their  useless  laws 
agunst  exporting  bullion. 

147.  The  state  of  the  currency  now  became 
every  day  more  disgraceful.  Quantities  of  base  and 
counterfeit  coin  were  thrown  into  circulation. 
The  House  of  Commons  addressed  the  king  to 
abolish  the  right  of  private  coinages  of  half-pence 
and  farthings.  The  current  coins  had  been  for 
many  years  clipped  and  adulterated,  which  in 
1694  reached  sach  a  height,  that  the  silver  coins 
current  had  lost  nearly  half  their  value,  while  a 
great  part  of  the  current  money  was  only  iron, 
brass,  or  copper  plated. 

148.  As  this  state  of  matters  gave  rise  to  the 
first  great  currency  debate  of  modeiii  times,  and 
brought  about  a  great  monetary  crisis,  we  may 
dwell  upon  it  rather  fully. 

buring  1694,  the  silver  coinage  became  worse 
daily,  and  by  the  end  of  the  year,  guineas  which 
had  originally  been  coined  to  represent  20s., 
gradmdly  rose,  till  they  reached  30s.  The  ex- 
change with  Holland  fell  25  per  ceDt.,  and  it 
would  have  fallen  still  lower,  only  it  was  shown 
that  the  real  exchange  was  in  favor  of  England. 
The  exchange  with  &eland  fell  so  much  that  £70 
there  was  worth  £100  in  England. 

149.  The  evils  of  clipping  the  coin  reached  so 
great  a  height  at  the  end  of  1694,  that  Mr.  Fleet- 
wood, the  Chaplain-in-ordinary  to  the  king  and 
queen,  being  selected  to  preach  before  the  Lord 
Mayor  and  Aldermen  on  the  16th  December, 
1694,  made  it  the  subject  of  his  sermon  on  the 
text.  Gen.  XXIII.  16.  In  an  admirable  sermon, 
or  rather  politico-economical  discourse,  he  de- 
nounced the  iraud  and  wickedness  of  clipping 
and  debasing  the  coinage.  He  said  (p.  19),  that 
the  money  was  clipped  down  nearly  one-half. 
He  shewed  that  he  understood  the  subject  a  great 
deal  better  than  many  men  a  century  later.  He 
shewed  that  if  the  money  generally  were  clipped, 
all  the  good  and  weighty  money  that  remained 
must  be  exported.  "  The  merchant  that  exports 
more  goods  from  home  than  he  imports  from 
abroad,  must  unavoidably  discharge  the  over-, 
balance  with  good  money  ;  this  he  can  never  do 
with  clipped,  for  it  is  not  Caaar^s  fauce  and  titles, 
but  weight  and  goodness  that  procure  credit.  And 
if  a  foreigner  import  more  of  his  country  goods 
than  he  carries  away  of  ours,  the  overbalance 
must  be  paid  in  weighty  money,  for  the  clipped 
will  not  go  abroad.  Now  if  the  exportation  of 
our  weighty  money  (which  is  only  now  the 
milled)  bo  a  mischief  to  the  nation,  we  see  it  is 
occasioned  chiefly  by  the  clipping." 

150.  The  disgraceful  state  of  the  coinage  could 
no  longer  be  overlooked  by  Parliament.  On  the 
8th  of  January,  1695,  a  committee  was  appointed 
to  consider  the  subject.  At  this  time,  says  the 
Barliamentary History,  Vol.  V.  p.  955.  "The 
difficulty  lay  so  heavy  upon  the  government,  that 
a  stop  was  almost  pat  to  trade  and  taxes.  The 
current  silver  coin  had  for  many  years  begun  to 
]be  clipped  and  adulterated ;  and  the  mischief  of 


late  had  been  so  secretiy  carried  on  by  a  combi- 
nation of  all  people  concerned  in  the  receipt  of 
money,  and  so  industriously  promoted  by  the 
enemies  of  the  government,  that  aU  pieces  were 
so  far  diminished  and  debased,  as  that  five  pounds 
in  silver  specie  was  scarce  worth  40s.,  according 
to  the  standard  ;  besides  an  infinite  deal  of  iron, 
brass,  or  copper  washed  over  or  plated.**  The 
committee  recommended  that  the  money  should 
be  recoined  into  milled  money.  It  estimated  the 
expence  at  one  million.  That  the  new  money 
^onld  be  of  the  same  weight  and  fineness  as  the 
old.  That  the  crown  piece  should  be  current  at 
5s.  6d.  That  various  penalties  should  be  imposed 
for  offences  against  the  coins.  An  Act  was 
passed.  Statute  1695,  c.  17,  to  prevent  counter- 
feiting and  clipping  the  coin  of  the  kingdom. 
This  statute  averred  that  it  was  notorious  that  the 
current  coin  had  been  greatly  diminished  by 
clipping,  rounding,  filing,  and  melting,  and  that 
many  false  and  counterfeit  coins  had  been  clipped, 
for  the  better  disguising  thereof,  and  that  these 
practices  had  been  mach  occasioned  by  those  who 
drove  a  trade  of  exchanging  broad  money  for 
clipped  money,  and  other  arts  and  devices.  It, 
therefore,  prohibited  any  person  from  exchanging, 
lending,  selling,  borrowing,  buying,  receiving,  or 
paying  any  broad  or  undipped  silver  money  for 
more  in  tale,  benefit,  profit,  or  advantage  than 
the  same  was  coined  for,  and  ought  by  law  to 
pass  for,  under  a  penalty  of  10s.  for  every  20s. 
so  illegally  trafficked  with.  It  also  enacted  that 
whoever  should  bny  or  sell,  or  knowingly  have 
in  his  possession,  any  clippings  or  filings  of  the 
coin,  should  forfeit  them,  as  well  as  a  penalty  of 
£500,  and  be  branded  on  the  right  cheek  with  a 
hot  iron.  It  forbade  any  one  but  a  trading  gold- 
smith, or  refiner  of  silver,  to  bny  or  sell  bullion, 
under  pain  of  imprisonment,  and  enacted  numerous 
other  vexatious  penalties  and  r^ulations  respect- 
ing the  export  of  bullion.  All  these  absurd 
cruelties  were  wholly  ineffectual,  and  while  mul- 
titudes of  miserable  wretches  were  dangling  on 
the  gibbets,  clipping  and  counterfeiting  were  as 
rife  as  ever.  Guineas  which  had  originally  been 
coined  to  be  equal  to  20s.,  had  progressively  risen 
as  the  silver  got  worse,  till  at  this  time  they  were 
current  at  30s.  of  the  base  trash,  which  passed 
by  the  name  of  silver  coin. 

151.  It  is  of  very  great  importance  in  the  theory 
of  the  currency  to  ascertain  the  exact  period  when 
the  silver  coin  was  so  debased  and  corrupted, 
that  guineas  passed  at  SOs.  We  shall,  therefore, 
make  some  extracts  from  contemporary  pamphlets. 
It  says  in  one  (Some  remarks  on  a  Report  coit- 
taining  an  Essay  for  the  Amendment  of  the  silver 
Coins,  by  Mr,  W,  Loumdes,  London,  1695.),  after 
speaking  of  the  gradual  deterioration  of  the  coin- 
age, p.  6, — "  And  so  by  degrees  as  the  silver  coin 
was  diminishedand  debased  in  itself,  so  it  fell  in  the 
estimation  of  the  people,  and  in  proportion  gold 
advanced,  and  also  bullion,  (that  is,  not  in  itself, 
but  in  proportion  to  the  bad  money,)  not  that  bul- 
lion became  worth  6s.  5d.  an  ounce,  orgM  dOs. 
a  guinea  in  good  money,  that  is,  in  weighty  stan- 
du'd  money,  but  in  clipped  and  counterfeit  money, 
whereof  6s.  5d.  was  not  of  the  true  or  esteemed 
value  of  58.  2d.  And  as  we  ourselves  grew  sen- 
sible of  the  want  of  valae  in  money  that  passed, 
so  did  Foreigners  likewise,  and  M«  foreign  ex- 
changes  soon  altered  accordingly,  80  that  it  cannot 
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properly  be  said  that  bullion  is  advanced  mncli, 
or  that  gold  is  advanced  mnch,  or  commodities  are 
advanced  much,  bat  that  the  money  that  is  ex- 
changed for  them  is  of  mach  less  valae  than  it  was, 
and  the  new  coining  of  our  money  will  not,  as  1 
apprehend,  alter  the  value  of  bullion,  gold,  &c., 
but  it  will  bring  silver  in  coin  to  its  due  value.*" 
152.    After  enforcing  and   illustrating  these 
views  at  considerable  length,  he  observes   that 
Mr.  Lowndes  hoped  that  the  exchange  with  Hol- 
land, which  was  then  25  per  cent,  against  England, 
might  be  prevented  falling  lower ;  and  says,  p.  16, 
— **  If  guineas  continue  current  at  SOs.  a  piece, 
the  exchange  will  continue  about  the  rate  it  does, 
except  the  common  and  ordinary  variation  which 
many  sudden  drafts  and  remittances  occasion, 
and  if  the  silver  coin  is  redressed,  gnineas  will 
fall." 

153.  Also  in  A  letter  from  can  English  Mer^ 
chant  at  Amsterdam  to  his  friend  in  London^  1695, 
it  says,  p.  2. — "  The  occasion  of  the  advance  of 
gold  and  guineas,  I  observed  to  you,  was  from 
the  badness  of  your  silver  coin,  that  is  current 
amongst  you,  and  from  whence  that  mischief  had 
its  rise,  that  as  I  hear  a  hundred  pounds  in  silver 
weighs  now  generally  but  14  or  18  lbs.  instead  of 
32  Ibs^which  it  ought  to  weigh,  and  this  yon  have 
snffereCl  insensibly  to  steal  upon  you,  growing  every 
day  and  from  one  year  to  another,  clipping  it  by 
degrees  three  or  four  times  over,  till  at  last  it 
came  to  this  that  it  can  hardly  be  clipped  any 
more,  and  this  evil  was  carried  on  in  city  and 
country  by  all  men,  and  encouraged  by  some  gold- 
smiths, refiners,  and  others,  lliis  brought  upon 
yon  the  rise  of  gold  and  guineas."  He  also  says 
the  exchanges  were  20  to  25  per  cent,  against 
England.  He  estimates  the  loss  upon  a  new 
coinage  at  8s.  6d.  per  guinea,  and  points  out  the 
futility  of  the  juggle  of  idtering  the  standard. 
*^  Tou  have  an  instance  with  Ireland  very  plain, 
£100  m  England  used  to  be  worth  XI 10  to  £115 
in  Ireland,  now  they  write  me  thence  that  they 
give  but  £80  to  £83  in  Ireland  for  £100  in 
England. 

*'  It  is  reported  here,  that  you  are  upon  a  pro- 
ject of  lessening  the  weight  of  your  money  by 
making  it  20  per  cent.,  or  anything  what  you  will, 
less  in  weight  than  you  formerly  coined  it,  and  to 
stamp  4s.  and  call  it,  and  make  it  pass  for  5s. 
Surely  this  fallacy  can  never  pass  upon  English- 
men that  have  seen  and  known  the  folly  of  such 
devices  in  Spain  and  Portugal. " 

154.  In  February,  1696,  several  petitions  were 
presented  to  the  House  of  Commons,  (^Commons 
Journals,  VoLXLpA46.)  The  graziers,  butchers, 
and  others  connected  with  Smithfield  Market^ 
said  that  £40,000  a  week  passed  through  their 
hands  for  cattle,  which  for  almost  twelve  months 
past  had  been  paid  in  guineas  at  SOs.  a  piece,  for 
want  of  current  silver.  There  are  besides,  abun- 
dance of  pamphlets  in  existence  which  prove 
that  gnineas  were  commonly  current  for  SOs.  in 
the  spring  of  1695. 

155.  The  frightful  disorder  of  the  currency  may 
be  judged  of  by  the  following  facts.  In  the 
months  of  May,  June,  and  July,  1695,  572  bags 
of  silver  coin,  each  of  £100,  were  brought  into 
the  Exchequer,  whose  aggregate  weight,  accord- 
ing to  the  standard  ought  to  have  been  18,451  lbs., 
6  oz.,  16  dwts.,  8  grs.:  their  actual  weight  was 
9,480  lbs.,  11  oz.,  5  dwts.,  making  a  deficiency  of 


I  8,970  lbs.,  7  oz.,  1 1  dwts.,  8  grs.,  shewing  a  de- 
ficiency in  the  weight  of  the  current  coins  in  the 
ratio  of  10  to  22.  One  writer  says,  fAn  Essay 
for  regulating  of  the  coin.  By  A,  V.  Sept.  2, 1695.  J 
— '*  Upon  triaJ.  I  have  found  that  5s.  of  milled 
money  hath  weighed  8s.  of  the  present  cmTent 
money,  and  38.  of  the  8s.  was  not  clipped,  only 
worn.  Again,  I  have  found  lOs.  in  milled  money 
to  weigh  21s.  of  the  clipped  money.  Again,  20b. 
of  milled  moliey  to  weigh  43s  of  our  now  current 
money. 

*'  I  have  gone  to  several  goldsmiths  in 
London,  and  have  got  them  to  take  out  of  their 
counters  a  bag  of  £100  as  came  to  hand,  which 
upon  trial,  I  have  found  at  one  place  to  weigh. 


Abaffof£100 

Anotner  place  £100  Weighed 

Another  place 

Another  place 

Another  place 

Another  place 


Ok.  Dwt  Or. 

230  13  6 

222  0  15 

198  17  0 

190      0  0 

182  3  0 

174  11  20 


1,198     6    17 

''The  £600  weighing  in  all  1,198  oz.,  5  dwts., 
17  grs.,  and  is  no  more  than  what  £310  in  milled 
money  will  weigh. 

''  I  am  informed  the  money  paid  into  the 
Exchequer  doth  weigh  from  15  (and  seldom  the 
£100  reacheth)  to  20  lbs.  weight.  So  that  the 
very  best  brought  in  there,  doth  not  weigh  two 
thirds  of  what  it  on^ht  to  do,  and  the  money  paid 
into  the  Exchequer  is  supposed,  a  great  part  of  it, 
to  come  from  the  country. 

*'  But  as  it*s  believed  that  the  money  in  the 
country  is  generally  not  the  one  half  so  bad 
as  it*8  in  and  near  London,  I  have  procured  an 
account  to  be  sent  me  from  the  following  cities, 
frHDm  whence  I  am  informed  that  £100  .doth 
weigh  on  trial  of  two  bags  in  each  place,  to  be 
viz : — 

Oz.  Dwt  Gr. 
In  the  City  of  Bristol,  one  bag  of  £100 

weighed 240  0  0 

Another  weighed    227  15  0 

In  the  City  of  Cambridge,  a  bag  of  £100 

weighed 203  5  10 

Another  weighed    211  0  19 

In  the  City  of  Exon,  one  bag  of  £100 

weighed 180  7  0 

Another  weighed    192  3  0 

In  the  City  of  Oxford,  £100  in  half- 

crowns  weighed         216  10  0 

£1(X)  in  shillings    ...        m.  198  0  15 


1,669      1    20 

The  £800  weighing  not  more  than  £431  15s. 
of  milled  money  will  weigh,  and  but  a  very  small 
difference  between  the  weight  of  the  money  in 
London  and  the  country.** 

156.  This  disgraceful  state  of  the  money  gave 
rise  to  the  greatest  public  confusion  and  distress, 
and  a  warm  controversy  arose  whether  the  new 
money  which  should  be  coined,  should  be  of  the 
old  standard  in  weight,  fineness,  and  denomina- 
tion, or  whether  it  should  be  depreciated,  or  raised 
in  value,  as  it  was  absurdly  called.  This  contro- 
versy was  keenly  disputed  then,  and  we  may  pay 
some  considerable  attention  to  it,  because  it  was 
revived  under  another  form  116  years  later,  when 
the  notes  of  the  Bank  of  England  were  depreci- 
ated, and  a  strong  party  maintained  that  the 
standard  of  the  coin  should  bo  depreciated  to  the 
level  of  the  depreciated  notes. 
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157.    Mr.  William  Lowndes,  the  Secretary  to 
the  Treasury,  was  ordered  by  them  to  make  a 
Report  on  the  snbject  of  the  coin.    This  he  did 
in  A  Report  containing  an  Eisay  for  the  Amend'* 
tneniofthe  Silver  Coins,    London,  1695.    In  this 
he  enters  into  a  long,  and  at  that  time,  valuable 
inyestigation  of  the  history  of  the  coinage,  and 
its  successive  depreciations  in  weight  and  fine- 
ness.   After  giving  the  details  of  every  mint  in- 
denture for  four  hundred  years,  he'  says,  p.  56, 
"  By  the  careful  observing  of  which  deduction 
here  made,  from  the  Indenture  of  the  Mint  for 
above  400  years  past  (many  of  which  are  yet 
extant,  and  have  been  seen  and  examined  by  me), 
it  doth  evidently  appear,  that  it  has  been  a  policy 
constantly  practised  in  the  mints  in  England  (the 
like  having  indeed  been  done  in  all  foreign  mints 
belonging  to  other  governments),  to  raise  the 
value  of  the  coin  in  its  extrinsic  denomination 
from  time  to  time,  as  any  exigence  or  occasion  re- 
quired;   and  more  especially  to  encourage  the 
bringing  in  of  bullion  into  the  realm  to  be  coined, 
(though  sometimes  when  the  desired  end  was 
obtained,  the  value  has  been  suffered  to  ikU  again,) 
so  that  in  the  whole  number  of  years  from  the 
28th  Edward  I.,  until  this  time,  the  extrinsic 
value  or  denomination  of  the  silver  is  raised  in 
about  a  triple  proportion."    Here  we  cannot  fall 
to  observe  the  utter  confusion  of  idea  that  Mr. 
Lowndes,  and  too  many  after  his  time,  labor  under. 
They  manifestly  suppose  that  by  raising  the  name 
of  the  coin,  they  raise  its  value.    The  extrinsic 
value  of  the  coin  can  by  no  possibility  mean  any* 
thing  else  but  the  quantity  of  things  it  will 
exchingefor.    And  to  call  the  quantity  of  things 
it  will  exchange  for  its  denomination^  is  a  most 
pitiable  confusion  of  idea.    Mr.  Lowndes  then 
says,  **The  which  being  premised,  and  every 
project  for  debasing  the  money  (hj  the  i*eason 
before  given)  being  rejected  as  aangerous,  dis- 
honourable, and  needless.     It  remains  that  our 
nation  in  its  present  exigence,  may  avail  itself, 
by  raising  the  value  of  its  coins,  and  this  may  be 
effected  either  by  making  the  respective  pieces 
called  crowns,  half-crowns,  shillings,  and  to  be 
lesser  in  weight,  or  by  continuing  the  same  weight 
or  bigness,  which  is  at  present,  in  the  undipped 
moneys,  and  ordaining  at  the  same  time  that 
every  such  piece  shall  be  current  at  a  higher 
price  in  tale. 

"  But  before  I  proceed  to  give  my  opinion  on 
this  subject,  it  seems  necessary  for  me  to  assert 
and  prove  an  hypothesis,  which  is  this,  namely. 
That  making  the  pieces  less^  or  ordaining  the  re- 
spective  pieces  (of  the  present  weight  J  to  be  citr^ 
rent  at  a  higher  rate,  may  eqvudly  raise  the  Value 
of  Silver  in  our  Coins  *^ 

158.  Mr.Lowndes  then  enters  into  anargument 
to  prove  that  sixty-pence  are  equal  to  seventy-five- 
pence — a  wild  goose  chase  in  which  we  decline  to 
follow  him. 

159.  His  proposal  was  then,  that  all  the  existing 
undipped  silver  money  should  be  raised  in  deno- 
mination to  6s.  3d.  the  crown,  and  other  coins  in 
proportion,  so  that  the  shillhig  would  pass  for 
fifteen  pence  instead  of  twelve.  That  new  coins 
should  be  struck  at  the  increased  denominations. 
These  coins  he  proposed  to  christen  by  new  names. 
The  reasons  he  alleges  for  this  proceeding  are — 
*'  1.  The  value  of  the  silver  in  the  coin  ought  to 
be  raised  to  the  foot  of  6s.  3d.  in  every  crown. 


becaose  the  price  of  stftAdard  silvte  in  bullion  is 
risen  (f^om  divers  necessary  and  nnneoessary 
causes,  producing  at  length  a  great  scarcity  thereof 
in  Euffland,)  to  68.  5d.  an  ounce.  This  reason 
(which  I  humbly  conceive  will  appear  irrefrag- 
able) is  grounded  chiefly  upon  a  truth  so  apparent, 
that  it  may  well  be  compared  to  an  Axiom,  even 
in  mathematical  reasoning,  to  wit,— That  when- 
soever the  extrinsic  value  of  silver  in  the  coin 
hath  been,  or  shall  be,  less  than  the  price  of  silver 
in  bullion,  the  coin  hath  been,  and  will  be  melted 
down." 

160.  He  then  enters  into  some  objections 
against  this  proposal,  and  says,  p.  76 — ^  That 
everything  having  any  value  or  worth  whatsoever, 
when  it  becomes  scarce,  grows  dear,  or  (which  is 
the  same  thing)  it  riseth  in  price,  and  conae* 
quently  it  will  serve  to  pay  more  debts,  or  it  will 
buy  greater  quantities  of  other  goods  of  value,  or 
in  anything  else  it  will  go  further  than  It  did 
before.  That  silver  in  England  being  grown 
scarce  as  aforesaid,  is  consequently  grown  &arer. 
That  it  is  risen  in  price  from  58.  2d.  to  6s.  5d.  aa 
ounce ;  and  by  daily  experience  19  3-10  dwts.  in 
sterling  silver  (equal  to  the  weight  of  a  crown 
piece)  m  England,  doth  and  will  purchase  more 
coined  money  than  5s.  by  tale,  (though  the  latt^ 
be  delivered  bona  fide  in  undipped  shillings,  or 
in  a  good  bill,)  and  consequently  doth  and  will 
purchase  and  acquire  more  goods,  or  neceasaries, 
or  pay  more  debts  in  En^and,  or  (being  ddlvered 
here)  it  fetches  more,  money  in  any  foreign  parts 
by  way  of  exchange,  than  5s.  by  tale,  or  the  sixtii 
part  of  a  guinea  by  tale,  or  goods  to  the  value  <tf 
58.  in  tale  only,  do  or  can  fetch,  purchase,  or  ac- 
quire. That  this  advanced  price  of  the  silver 
has  been  growing  for  some  time,  and  is  originally 
caused  by  the  balance,  excess,  or  difference  above 
mentioned,  which  naturally  and  rationally  pro- 
duces such  an  effect  *  *  ^  That  the  raising 
the  value  of  the  silver  in  our  coins  to  make  it 
equal  to  silver  in  mass,  can  in  no  sense  be  under- 
stood to  be  a  cause  of  making  silver  scaroe. 
That  there  can  never  be  proposed  any  jnst  or 
reasonable  foot  upon  which  the  coin  should  be 
cmTent,  save  only  the  very  price  of  the  silver 
thereof,  in  case  it  may  be  molten  in  the  same 
place  where  the  coins  are  made  current,  or  an  ex- 
trinsic denomination  very  near  that  price.  It 
being  most  evident  that  if  the  value  of  the  sUver 
in  the  coins  should  (by  any  extrinsic  denomina* 
tion)  be  raised  above  the  value  w  market  price 
of  the  same  silver  reduced  to  bullion,  the  subject 
would  be  proportionably  injured  and  defrauded, 
as  they  were  formerly  in  the  case  of  iJie  base 
monies  coined  by  public  authority." 

161.  He  then  says  the  value  of  the  silver  in  the 
coin  ought  to  be  raised,  to  encourage  the  bring- 
ing of  bullion  to  the  mint  to  be  coined.  That 
this  had  been  repeatedly  done  both  in -the  English 
and  foreign  mints.  That  raising  the  value  of 
silver  in  coin  would  increase  ^e  whole  species 
in  tale,  and  thereby  make  it  more  commensurate 
to  the  need  for  it  for  carrying  on  the  common 
traffic  and  commerce  of  the  nation,  and  to  answer 
the  payments  on  the  numerous  contracts,  securi- 
ties, and  other  daily  occasions,'  requiring  a  large 
supply  of  money  for  that  purpose. 

He  says  that  at  that  time  guineas  passed  cunent 
for  308. 

He  then  gives  some  details  of  the  state  of  the 
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coinage,  by  which  he  shewed  that  they  were 
diminished  by  about  half  their  nsual  weight. 

162.    Locke  had  in  1691  published  a  treatise 
(Lockjb)  in  which  he  shewed  the  ntter  futility  of 
interfering  with  the  rate  of  interest  by  law,  and 
combated  the  idea  that  was  then  becoming  pre- 
valent, that  the  value  (as  it  was  called)  of  the  coin 
should  be  raised,  in  order  to  kept  it  in  the  country. 
He  showed  that  the  persons  who  supported  such 
a  plan  were  confounding  the  denomination  with  the 
value^  its  name  with  the  purchasing  power,  and 
that  all  such  ideas  proceeded  from  a  confusion 
of  terms,  and  would  have  no  real  effect    The 
arguments  of  Locke,  though  by  no  means  abso- 
lutely novel,  had  never  been  put  before  so  lumi- 
nously and  fully.     The  proposal  of  Lowndes, 
coming  from  a  man  holding  his  official  position, 
demanded  a  prompt  notice  and  exposure.    This 
Locke  did,  in  Further  eonsideraUona  concerning 
raiting  the  value  of  Money^  in  which  he  exposed 
the  fallacy  of  Lowndes's  arguments. — ^Raising 
of  coin  is  but  a  specious  word  to  deceive  the  un« 
wary.    It  only  gives  the  usual  denomination  of 
a  greater  quantity  of  silver  to  a  less,  (r.  g.  calling 
four  grains  of  silver  a  penny  to-day,  when  five 
grains  of  silver  made  a  penny  yesterday,)  but  adds 
no  worth,  or  real  value,  to  the  sliver  coin,  to  make 
amends  for  its  want  of  silver.    That  is  impossible 
to  be  done,  for  it  is  only  the  quantity  of  silver  in 
it,  that  is,  and  eternally  will  be,  the  measure  of 
its  value,  and  to  convince  any  one  of  this,  I  ask 
whether  he  that  is  forced  toreceive  but  320  ounces 
of  silver  under  the  denomination  of  £100  (for  400 
ounces  of  silver  which  he  lent  under  the  like  de- 
nomination of  £100)  will  think  these  320  ounces 
of  silver,  however  denominated,  worth  those  400 
ounces  he  lent  ?    If  any  one  can  be  supposed  so 
silly,  he  need  but  go  to  the  next  market,  or  shop, 
to  be  convinced  that  men  value  not  money  by  the 
denomination,  but  by  the  quantity  of  the  silver 
there  is  in  it.     One  may  as  rationally  hope  to 
lengthen  a  foot,  by  dividing  it  into  15  parts,  in- 
steaid  of  twelve,  and  calling  them  inches,  as  to  in- 
crease the  value  of  the  silver  that  is  in  a  shilling, 
by  dividing  it  into  15  parts  instead  of  twelve,  and 
calling  them  pence.    This  is  all  that  is  done  when 
a  shilling  is  raised  fh)m  12  to  15  pence.** 

**  Clipping  of  money  is  raising  without  public 
authority,  the  same  denomination  remaining  to  the 
piece,  that  hath  now  less  silver  in  it  than  it  had 
before. 

"  Altering  the  standard,  by  coining  pieces  under 
the  same  denomination  with  less  silver  in  them 
than  they  f(Minerly  had,  is  doing  the  same  thing 
by  public  authority.  The  only  odds  is  that,  by 
clipping,  the  loss  is  not  forced  on  any  one  (for  no- 
body Is  obliged  to  receive  clipped  money) ;  by 
altering  the  staiidard,  it  is. 

**  Altering  the  standard  by  raising  the  money, 
will  not  get  to  the  public,  or  bring  to  the  mint  to 
be  coined,  one  ounce  of  silver :  but  will  defraud 
the  king,  the  church,  the  universities  and  hospitals, 
and  of  BO  much  of  their  settled  revenue  as  the 
money  is  raised,  v.g,  twenty  per  cent,  of  the 
money,  (as  is  proposed)  be  raised  one  fifth.  It  will 
weaken,  if  not  totally  destroy  the  public  futh, 
when  all  that  have  trusted  the  public,  and  assisted 
our  present  necessities,  upon  acts  of  Parliament, 
in  the  million  lottery,  bank  act,  and  other  loans, 
shall  be  defrauded  of  twenty  per  cent,  of  what 
ihoee  acta  of  Farliamrat  were  security  for.    And 


to  conclude,  this  raising  our  money  will  defraud 
all  private  men  of  twenty  per  cent,  in  all  their 
debts  and  settled  revenues.**    *    *    ♦ 

^  Nothing  I  humbly  conceive  can  put  a  stop  to 
clipping,  now  it  is  grown  so  univeraal,  and  men 
become  so  skilful  in  it,  but  making  it  unprofitable. 
**  Nothing  can  make  clipping  unprofitable,  but 
making  all  light  money  go  only  for  its  weight. 
This  stops  clipping  in  a  moment,  brings  out  all 
the  milled  and  weighty  money,  deprives  us  not  of 
any  part  of  our  clipped  money  for  the  use  of 
trade,  and  brings  it  orderly,  and  by  degrees,  and 
without  force,  into  the  mint  to  be  recoined.** 

163.  He  then  muntains  that  there  can  be  but 
one  measure  of  value  in  a  country. — '^Silver, 
therefore,  and  silver  alone,  is  the  measure  of  com- 
merce. Two  metals,  as  gold  and  silver,  cannot  be 
the  measure  of  commerce  both  together  in  any 
country ;  because  the  measure  of  commerce  must 
be  perpetually  the  same,  invariable,  and  keeping 
the  same  proportion  of  value  in  all  its  parts.  But 
so  onl^  one  metal  does,  or  can  do  to  itself;  so 
silver  is  to  silver,  and  gold  to  gold.  An  ounce  of 
silver  is  always  of  equal  value  to  an  ounce  of 
silver,  and  an  ounce  of  gold  to  an  ounce  of  gold ; 
and  two  ounces  of  the  one,  or  the  other,  of  double 
the  value  to  an  ounce  of  the  same.  But  gold  and 
silver  change  their  value  one  to  another  :  for  sup- 
posing them  to  be  in  value  as  16  to  1  now; 
perhaps  the  next  month  they  may  be  as  15f  or 
15}  to  1.  And  one  may  as  well  make  a  measure, 
o.  g.  a  yard,  whose  parts  lengthen  and  shrink,  as 
a  measure  of  trade  of  materials  that  have  not 
alwavs  a  settled  invariable  value  to  one  another. 

^*  One  metal,  therefore,  alone  can  be  the  money 
of  account  and  contract,  and  the  measure  of  com- 
merce in  any  country.  The  fittest  for  this  use  of 
all  others  is  silver,  for  many  reasons  whidi  need 
not  here  be  mentioned.  It  is  enough  that  the 
world  has  agreed  in  it  and  made  it  their  common 
money,  and,  as  the  Indians  rightly  call  it,  measure. 
All  other  metals,  gold  as  well  as  lead,  are  but 
commodities. 

**  Commodities  are  moveables,  valuable  by 
money,  the  common  measure. 

^  Gold,  though  not  the  money  of  the  world,  and 
the  measure  of  commerce,  nor  fit  to  be  so,  yet  may, 
and  ought  to  be  coined  to  ascertain  its  weight  and 
fineness ;  and  such  coin  may  safely  have  a  price 
as  well  as  a  stamp  set  upon  it  by  public  authority ; 
so  the  value  set  be  under  the  market  price.  For 
then  such  pieces  coined  will  be  a  commodity  as 
passable  as  silver  money,  very  little  varying  in 
their  price :  as  guineas  which  were  coined  at  the 
value  of  20s.,  but  passed  usually  for  between  21s. 
or  22s.,  according  to  the  current  rate.  But  not 
having  so  high  a  value  put  on  them  by  the  law, 
nobody  could  be  forced  to  take  them  to  their  loss 
at  21s.  6d.,  if  the  price  of  gold  should  happen  at 
any  time  to  be  cheaper. 

**  From  what  has  been  said,  I  think  it  appears— 

**  1.  That  silver  is  that  which  mankind  have 
agreed  on,  to  take  and  give  in  exchange  for  all 
commodities  as  an  equivalent. 

^*  2.  That  it  is  by  the  quantity  of  silver  they 
l^ve,  or  take,  or  contract  for,  that  they  estimate 
the  value  of  other  things,  and  satisfy  for  them ; 
and  thus  by  its  quantity,  silver  becomes  the 
measure  of  commerce. 

^*  3.  Hence  it  necessarily  follows,  that  a  greater 
quantity  of  silver  has  a  greater  value;  a  less 
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quantify  of  silver  has  a  less  value  ;  and  an  equal 
quantity  an  equal  value. 

**  4.  That  money  differs  from  uncoined  silver 
only  in  this,  that  the  quantity  of  silver  in  each 
piece  of  money,  is  ascertained  by  the  stamp  it 
bears  ;  which  is  set  there  to  be  a  public  voucher 
of  its  weight  and  fineness. 

"5.  That  gold  is  treasure,  as  well  as  silver,  be- 
cause it  decays  not  in  keeping,  and  never  sinks 
much  in  value. 

"6.  That  gold  is  fit  to  be  coined,  as  well  as  silver; 
to  ascertain  its  quantity  to  those  who  have  a  mind 
to  traffic  in  it ;  but  not  to  be  joined  with  silver 
as  a  measure  of  commerce.** 

164.  Locke  then  examines  Lowndes*s  doctrine 
that  the  value  (or  denomination)  of  the  silver 
coin  should  be  raised  to  6s.  3d.  the  ounce,  because 
the  price  of  standard  silver  had  risen  to  68.  5d.  the 
ounce. 

'^  This  reason  seems  to  me  to  labor  under  several 
mistakes;  as 

^'  1.  That  standard  silver  can  rise  in  respect  of 
itself. 

'*  2.  That  standard  bullion  is  now,  or  ever  was, 
worth  or  sold  to  the  traders  in  it  for  6s.  5d,  the 
ounce,  of  lawful  money  of  England.  For  if  that 
matter  of  fact  holds  not  to  be  so,  that  an  ounce  of 
sterling  bullion  is  worth  68.  5d.  of  our  milled 
weighty  money,  this  reason  ceases :  and  our  weighty 
crown  pieces  ought  not  to  be  raised  to  6s.  Sd.,  be- 
cause our  light  clipped  money  will  not  purchase 
an  ounce  of  standard  bullion,  under  the  rate  of 
6s.  5d.  of  that  light  money.  And  let  me  add  here, 
nor  for  that  rate  neither.  If,  therefore,  the  author 
means  here,  that  an  ounce  of  standard  silver  is 
risen  to  6s.  5d.  of  our  clipped  money,  I  grant  it 
him,  and  higher  too.  But  then  that  has  nothing 
to  do  with  the  raising  our  lawful  coin,  which  re- 
mains undipped;  unless  he  will  say  too,  that 
standard  bullion  is  so  risen,  as  to  be  worth,  and 
actually  to  sell  for,  6s.  5d.  the  ounce,  of  our 
weighty  milled  money.  This  I  not  only  deny,  but 
further  add,  that  it  is  impossible  to  be  so.  For 
6s.  5d,  of  milled  money  weighs  an  ounce  and 
a  quarter  near.  Can  it,  therefore,  be  possible  that 
one  ounce  of  any  commodity  should  be  worth  an 
ounce  and  a  quarter  of  the  self  same  commodity, 
and  of  exactly  the  same  goodness  ?  for  so  is  stan- 
dai'd  silver  to  standard  silver.  Indeed,  one  has  a 
mark  upon  it,  which  the  other  has  not ;  but  it  is 
a  mark  that  makes  it  rather  more  than  less  valu- 
able, or  if  the  mark,  by  hindering  its  exportation, 
makes  it  less  valuable  for  that  purpose,  the  melt- 
ing pot  can  easily  take  it  off;    *    *    ♦ 

^^  Those  who  say  bullion  is  risen,  I  desire  to  tell 
me  what  they  mean  by  risen  P  Any  commodity, 
I  think,  is  properly  said  to  be  risen,  when  the 
same  quantity  will  exchange  for  a  greater  quan- 
tity of  another  thing ;  but  more  particularly  of 
that  thing,  which  is  the  measure  of  commerce  in 
the  country.  And  thus  corn  is  said  to  be  risen 
among  the  English  in  Virginia,  when  a  bushel  of 
it  will  sell  or  exchange  for  more  pounds  of  to- 
bacco; among  the  Indians,  when  it  will  sell 
for  more  yar(£  of  wampompeak,  which  is  their 
money ;  and  among  the  English  here,  when  it 
will  exchange  for  a  greater  quantity  of  silver  than 
it  would  before.  Bising  and  falling  of  commo- 
dities are  always  between  several  commodities  of 
distinct  worths.  But  nobody  can  say  that  to- 
bacco (of  the  same  goodness)  is  risen  in  respect 


of  itself.  One  pound  of  the  same  goodnesa  will 
never  exchange  for  a  pound  and  a  quarter  of  the 
same  goodness.  And  so  it  is  in  silver :  an  ounce 
of  silver  will  always  be  of  equal  Talue  to  an  ounce 
of  silver :  nor  can  it  ever  rise  or  fall,  in  respect  of 
itself :  an  ounce  of  standard  silver  can  never  be 
worth  an  ounce  and  a  quarter  Qf  standard  silver  : 
nor  one  ounce  of  uncoined  silver  exchange  for  an 
ounce  and  a  quarter  of  coined  silver :  the  stamp 
cannot  so  much  debase  its  value.  Indeed,  the 
stamp,  hindering  its  free  exportation,  may  make 
the  goldsmith  (who  profits  by  the  return  of  his 
money)  give  one  120th,  or  one  60th,  or  perhaps 
sometimes  one  30th  more,  that  is  5s.  2^d.,  5s.  3d., 
or  5s.  4d.  the  ounce  of  coined  silver  for  uncoined, 
when  there  is  need  of  sending  silver  beyond  seas ; 
as  there  always  is,  when  the  balance  of  trade  will 
not  supply  our  wants,  and  pay  our  debts  there. 
But  much  beyond  this  the  goldsmith  will  never 
give  for  bullion,  since  he  can  make  it  out  of  coined 
money  at  a  cheaper  rate. 

^  It  is  sud  bullion  is  risen  to  68.  5d.  the  ounce, 
t.e.,  that  an  ounce  of  uncoined  silver  will  ex- 
change for  an  ounce  and  a  quarter  of  coined 
silver.  If  any  one  can  believe  this,  I  will  put 
this  short  case  to  him.  He  has  of  bullion,  or 
standard,  uncoined  silver,  two  round  plates,  each 
of  an  exact  size  and  weight  of  a  crown  piece : 
he  has  besides,  of  the  same  bullion  a  round  plate 
of  the  weight  and  size  of  a  shilling,  and  another 
yet  less,  of  an  exact  weight  and  size  of  a  three- 
pence. The  two  gi*eat  plates  being  of  equal 
weight  and  fineness,  I  suppose  he  will  allow  to  be 
of  equal  value,  and  that  the  two  less,  joined  to 
either  of  them  make  it  one-fifth  more  worth  than 
the  other  is  by  itself,  they  having  all  three  to- 
gether one-fifth  more  silver  in  them.  Let  us  sup- 
pose then,  one  of  the  greater,  and  the  two  less 
plates  to  have  received  the  next  moment  (by 
miracle,  or  by  the  mill,  it  matters  not  how)  the 
mark,  or  stamp,  of  our  crown,  our  shilling,  and  our 
three-pence:  can  anybody  say,  that  now  they 
have  got  the  stamp  of  our  mint  upon  them,  they 
are  so  fallen  in  value,  or  the  other  unstamped 
piece  so  risen,  that  that  unstamped  piece,  which 
a  moment  before  was  worth  only  one  of  the 
other  pieces,  is  now  worth  them  all  three  ?  Which 
is  to  say,  that  an  ounce  of  uncoined  silver 
is  worth  an  ounce  and  a  quarter  of  coined.  This 
is  what  men  would  persuade  us,  when  they  say 
that  bullion  is  raised  to  6s.  5d.  (of  lawful  money) 
the  ounce,  which  I  say  is  utterly  impossible.  Let 
us  consider  this  a  little  further,  in  another  in* 
stance.  The  present  milled  crown  pieces,  say  they, 
will  not  exchange  for  an  ounce  of  bullion,  with- 
out the  addition  of  a  shilling,  and  a  three-pence 
of  weighty  coin  added  to  it.  Ck>in  but  that  crown 
piece  into  6s.  3d.,  and  tiien  they  say  it  will  buy 
an  ounce  of  bullion,  or  else  they  give  up  their 
reason  and  measure  of  raising  the  money.  Do 
that  which  is  allowed  to  be  equivalent  to  coining 
of  a  present  milled  crown-piece  into  6s.  3d.,  viz., 
call  it  75  pence,  and  then  also  it  must  by  this  rule 
of  raising,  buy  an  ounce  of  bullion.  If  this  be 
so,  this  self-same  milled  crown-piece  will,  and 
will  not,  exchange  for  an  ounce  of  bullion.  Call 
it  sixty-pence,  and  it  will  not :  the  very  next 
moment  call  it  seventy-five-pence,  and  it  will.  I 
am  afraid  nobody  can  think  change  of  denomina- 
tion has  such  power.** 

165.   Locke  then  goes  through  each  of  Lowndes^s 
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arguments  and  proposals  one  by  one,  and  gives 
them  such  a  refutation  as  would  have  delighted 
the  heart  of  Chillingworth.  Among  other  things, 
he  says, — **  It  is  true  what  Mr.  Lowndes  observes 
here,  the  importation  of  gold,  and  the  going  of 
guineas  at  30s.,  has  been  a  great  prejudice  and  loss 
to  the  kingdom.  But  that  has  been  wholly  owing 
to  our  clipped  money,  and  not  at  all  to  our  money 
being  coined  at  5s.  2d.  the  ounce ;  nor  is  the  coin- 
ing of  our  money  lighter  the  cnre  of  it.  The 
only  remedy  for  that  mischief,  as  well  as  a  great 
many  others,  is  the  putting  an  end  to  the  passing 
of  clipped  money  by  tale,  as  if  it  were  lawful 
coin." 

166.  To  Lowndes*s  doctrine  that  raising  the 
coin  by  making  it  more  in  tale,  would  make  it 
more  abnndant  for  general  use,  Locke  says — 
'^  Just  as  the  boy  cut  his  leather  into  five  quarters 
(as  he  called  them)  to  cover  his  ball,  when  cut 
into  four  quarters  it  fell  short ;  but  after  all  his 
pains,  as  much  of  his  ball  lay  bare  as  before ;  if 
the  quantity  of  coined  silver  employed  in  Eng- 
land, fall  short,  the  arbitrary  denomination  of  a 
greater  number  of  pence  given  to  it,  or,  which  is 
all  one,  to  the  several  coined  pieces  of  it,  will  not 
make  it  commensurate  to  the  size  of  our  trade,  or 
the  greatness  of  our  occasions.  This  is  as  certain, 
as  that  if  the  quantity  of  a  board,  which  is  to 
stop  a  leak  of  a  ship  fifteen  inches  square,  be  but 
twelve  inches  square,  it  will  not  be  made  to  do  it, 
by  being  measured  by  a  foot  which  is  divided  into 
fifteen  inches,  instead  of  twelve,  and  so  having  a 
larger  tale,  or  number  of  inches  in  denomination 
given  to  it. 

**  This,  indeed,  would  be  a  convincing  reason  if 
sounds  would  give  weight  to  silver,  and  the  noise 
of  a  greater  number  of  pence  (less  in  quantity 
proportionably  as  they  are  more  in  number) 
were  a  larger  supply  of  money.    •    ♦    ♦ 

"  The  necessity  of  trust  and  bartering  is  one 
of  the  many  inconveniences  springing  from  the 
want  of  money.  This  inconvenience  the  multi- 
plying arbitrary  denominations  wiU  no  more  sup- 
ply, nor  any  ways  make  our  scarcity  of  coin 
commensurate  to  the  need  there  is  of  it,  than  if 
the  cloth  which  was  provided  for  clothing  the 
army,  falling  short,  one  should  hope  to  make  it 
commensurate  to  that  need  there  is  of  it,  by 
measuring  it  by  a  yard  one-fifth  shorter  than  the 
standard,  or  changing  the  standard  of  the  yard, 
and  so  getting  the  full  denomination  of  yards, 
necessary  according  to  the  present  measure.  For 
this  is  all  that  will  be  done  by  raising  our  coin, 
as  Is  proposed.  All  it  amounts  to  is  no  more  but 
this,  viz.,  That  each  piece,  and  consequently  our 
whole  stock  of  money,  should  be  measured  and 
denominated  by  a  penny  one-fifth  less  than  the 
standard.    ♦    ♦    ♦ 

"The  increase  of  denomination  does,  or  can  do 
nothing  in  the  case,  for  it  is  silver  by  its  quantity 
and  not  denomination,  that  is  the  price  of  things 
and  measure  of  commerce ;  and  it  is  the  weight  of 
silver  in  it,  and  not  the  name  of  the  pieces  that 
men  estimate  commodities  by,  and  exchange 
them  for. 

«*  If  this  be  not  so,  when  the  necessity  of  our 
affairs  abroad,  or  ill  husbandry  at  home,  has 
carried  away  half  our  treasure,  and  a  moiety  of 
our  money  is  gone  out  of  England ;  it  is  but  to 
issue  a  proclamation  that  a  penny  shall  go  for 
two-pence,  sixpence  for  a  shilling,  half-a-crown 


for  a  crown,  &c.,  and  immediately,  without  any 
more  ado,  we  are  as  rich  as  before.  And  when 
half  the  remainder  is  gone,  it  is  but  doing  the  same 
thing  again,  and  raising  the  denomination  anew, 
and  we  are  where  we  were,  and  so  on ;  whereby 
supposing  the  denomination  raised  15-16,  every 
man  will  be  as  rich  with  an  ounce  of  silver  in  his 
purse,  as  he  was  before  when  he  had  16  ounces 
there,  and  in  as  great  plenty  of  money,  able  to 
carry  on  his  trade  without  bartei'ing ;  his  silver, 
by  this  short  way  of  raising,  being  changed  into 
the  value  of  gold :  for  when  silver  will  buy  16 
times  as  much  wine,  oil,  and  bread,  &c.,  to-day, 
as  it  would  yesterday,  (all  other  things  remain- 
ing the  same,  but  the  denomination)  it  hath  the 
real  worth  of  gold. 

"  This,  I  guess,  everybody  sees  'cannot  be  so, 
and  yet  this  must  be  so,  if  it  be  true  that  raising 
the  denomination  one  fifth,  can  supply  the  want, 
or  one  jot  raise  the  value  of  silver  in  respect  of 
other  commodities,  i.  e.,  make  a  less  quantity  of 
it  to-day,  buy  a  greater  quantity  of  com,  oil,  and 
cloth,  and  all  other  commodities  than  it  would 
yesterday,  and  thereby  remove  the  necessity  of 
bartering.  For  if  raising  the  denomination  can 
thus  raise  the  value  of  com  in  exchange  for  other 
commodities,  one  fifth,  by  the  same  reason  it  can 
raise  it  two  fifths,  and  afterwards  three  fifths,  and 
again  if  need  be  four  fifths,  and  as  much  further 
as  you  please.  So  that  by  this  admirable  contin- 
uance of  raising  our  coin  we  shall  be  rich,  and  as 
well  able  to  support  the  charge  of  the  Govern- 
ment, and  carry  on  our  trade  without  bartering, 
or  any  other  inconvenience  for  want  of  money, 
with  60,000  ounces  of  coined  silver  in  England, 
as  if  we  had  six,  or  60  millions.  If  this  be  not 
so,  I  desire  any  one  to  shew  me  why  the  same 
way  of  raising  the  denomination,  which  can  raise 
the  value  of  money  in  respect  of  other  conunodi- 
ties,  one  fifth,  cannot  when  you  please,  raise  it 
another  fifth,  and  so  on  ?  I  beg  to  be  told  where 
it  must  stop,  and  why  at  such  a  degree,  without 
being  able  to  go  further. 

"  It  must  be  here  tBken  notice  of,  that  the 
raising  I  speak  of  here,  is  the  raising  of  the  value 
of  om*  coin  in  respect  of  other  commodities  (as  I 
call  it  all  along)  in  contradistinction  to  raising 
the  denomination.  The  confounding  of  these  in 
discourses  concerning  money,  is  one  great  cause, 
I  suspect,  that  this  matter  is  so  little  understood, 
and  so  often  talked  of  with  so  little  information 
of  the  hearers. 

"A  penny  is  a  denomination  no  more  belonging 
to  eight  than  to  eighty,  or  to  one  single  grain  of 
silver :  and  so  it  is  not  necessary  that  there  should 
be  60  such  pence,  no  more  nor  less,  in  an  ounce  of 
silver,  t.e.  twelve  in  a  piece  called  a  shilling,  and 
sixty  in  a  piece  called  a  crown :  such  like  divi- 
sions being  only  extrinsical  denominations,  are 
everywhere  perfectly  arbitrary.  For  here  in 
England  there  might  as  well  have  been  twelve 
shiUings  in  a  penny,  as  twelve  pence  in  a  shilling, 
ue,  the  denomination  of  the  less  pence  might  have 
been  a  shilling,  and  of  the  bigger  a  penny.  Again, 
the  shilling  might  have  been  coined  ten  times  as 
big  as  the  penny,  and  the  crown  ten  times  as  big 
as  the  shilling ;  whereby  the  shilling  would  have 
but  tenpence  in  it,  and  the  crown  an  hundred* 
But  this,  however  ordered,  alters  not  one  jot  the 
value  of  the  ounce  of  silver,  in  respect  of  other 
things,  any  more  than  it  does  its  weight    Thik 


474 


C0INA6B  OF  £KGLAKD» 


C0INA6B  OV  ENGLAND. 


raising  being  but  giving  of  names  at  pleasure  to 
aliqnot  parts  of  any  piece,  viz. :  that  now  the  60th 
part  of  an  onnoe  of  silver  shall  be  called  a  penny, 
and  to-morrow  that  the  75th  part  of  an  onnce  shall 
be  called  a  penny,  may  be  done  with  what  increase 
yoil  please.  And  thns  it  may  be  ordered  by  a 
proclamation,  that  a  shilling  shall  go  for  twenty- 
fonr  pence,  and  half-crown,  for  sixty  instead  of 
thirty  pence,  and  so  of  the  rest.  But  that  an 
half-crown  shonld  be  worth  or  contain  sixty  sach 
pence,  as  the  pence  were  before  the  change  of  de- 
nomination was  made,  that  no  power  on  earth 
conld  do.  Nor  can  any  power  but  that  which  can 
make  the  plenty  or  scarcity  of  commodities,  raise 
the  valae  of  oar  money  their  doable  in  respect  of 
other  commodities,  and  make  that  the  same  piece 
or  quantity  of  silver,  onder  a  doable  denomination, 
shall  purchase  doable  the  quantity  of  pepper,  wine, , 
or  lead,  an  instant  after  snch  proclamation,  to 
what  it  would  do  an  instant  before.  If  this  could 
be,  we  might,  as  every  one  sees,  raise  silver  to  the 
value  of  gold,  and  make  ourselves  as  rich  as  we 
pleased.  But  it  is  but  going  to  market  with  an 
ounce  of  silver  of  one  hundred  and  twenty  pence, 
to  be  convinced  that  it  will  purchase  no  more 
than  an  ounce  of  silver  of  sixty  pence;  uid  the 
ringing  of  the  piece  will  as  soon  purchase  more 
commodities,  as  its  change  of  denomination, 
and  the  multiplied  name  of  pence,  when  it  is 
ealled  six  score  instead  of  sixty.'* 

167.  It  may,  perhaps,  appear  to  some  that  the 
arguments  put  forward  by  Locke,  are  so  simple 
and  convincing,  that  it  is  almost  a  waste  of  ingenuity 
and  labor  to  dwell  on  them  at  such  length,  But 
unfortunately  this  is  not  so.  The  confusion  of 
idea  between  the  name  and  the  value  of  a  coin,  is 
one  which  is  but  too  prevalent  even  at  the  present 
day.  It  seems  almost  incredible  that  an  able  man 
like  Mr.  Lowndes  could  perceive  that  debasing  the 
standard  of  the  coin,  by  patting  less  silver  and 
more  alloy,  was  a  public  fraud,  and  an  injury  to 
aU  creditors,  and  yet  that  he  should  be  totally  In- 
capable of  perceiving  that  raising  the  denomination 
of  the  coin,  was  exactly  the  same  thing  in  prin- 
ciple as  debasing  the  standard.  In  each  case  the 
quantity  of  pure  silver  in  a  crown  or  a  shilling 
was  diminished.  Nevertheless  this  fallacy  is 
deeply  seated  even  at  the  present  day.  It  was, 
moreover,  exactly  the  same  fallacv,  under  another 
form,  which  blinded  and  deluded  the  Bank  of 
EngUnd,  the  Government,  and  tiie  House  of 
Commons  in  1811,  into  their  insane  vote  on  the 
doctrine  of  the  BuUion  Report,  that  the  Bank 
Note  was  depreciated.  But  alas!  Instead  of  a 
Montague  willing  to  learn  wisdom  from  the  coun- 
sels of  a  Locke,  there  was  only  a  Vansittart,  who 
refused  to  listen  to  Homer  and  Canning,  and  we 
are  still  smarting  for  his  infatuation. 

168.  The  Bank  of  England  had  been  founded  in 
1694  (Bahkiho  ih  Ehglamb),  and  in  the  summer 
of  1695,  was  in  great  credit  and  prosperity.  We 
have  a  pamphlet  written  by  Mr.  Michael  Godfrey, 
the  Deputy  Governor,  in  June,  1695,  which  is  of 
considerable  importance  in  r^^ard  to  the  tiieory 
of  the  currency,  and  some  allegations  of  the  Bul- 
lion Report  (BuLLioH  Rbport).  William  HI. 
had  found  his  resources  so  much  strengthened  by 
the  foundation  of  the  Bank,  that  he  was  able  to 
assume  the  offensive  in  the  war  which  was  then 
raging  with  France.  In  July,  1695,  he  under- 
took the  siege  of  Namur,  and  Mr.  Godfirey  went 


over  to  him  to  arrnage  some  matters  of  business. 
During  a  heavy  cannonade  he  ventured  too  near 
the  king,  and  was  killed  by  his  side.  His  pam« 
phlet  is  written  in  a  strain  of  the  warmest  con- 
gratulation on  the  success  of  Uie  Bank.  We  have 
given  an  abstract  of  this  pamphlet  elsewhere, 
(GoDFRBT^,  and  we  only  notice  here  that  he  as- 
serts that  in  June,  1695,  the  Bank  notes  were  all 
payable  on  demand.  At  this  period,  and  for  some 
time  before,  we  have  already  seen  that  guineas 
were  current  at  30b.  each,  and  the  exchange  with 
Holland  was  twenty-five  per  cent,  against  Eng- 
land, both  of  which  circumstances  all  contempo- 
rary writers,  except  a  very  few,  attributed  to  the 
badness  of  the  silver  coin,  and  to  that  only.  There 
are  volumes  of  pamphlets  in  the  Board  of  Trade, 
which  we  have  read,  and  they  all  prove  the  Uct 
of  the  depreciation  of  the  sUver  money,  or  the 
apparent  rise  in  guineas,  to  have  occurred  in  the 
spring  of  1695,  and  not  one  ever  makes  the 
slightest  allusion  to  the  notion  that  it  was  caused 
by  the  issues  of  the  Bank  of  England. 

169.  There  is  one  point,  however,  on  which 
there  are  many  concurring  assertions : — ^That  the 
bad  state  of  the  coinage  was  greatly  owing  to  the 
bad  practices  of  the  goldsmith-bankers.  It  Is 
charged  again  and  again  against  them,  that  they 
were  in  the  habit  of  clipping  the  money  deposited 
with  them  by  their  customers,  and  putting  it  into 
circulation  again.  We  might  hesitate  to  believe 
this  of  men  of  such  respectability  as  our  modem 
bankers  generally  are,  but  we  must  reflect  that 
generally  speaking,  the  bankers  of  these  days  were 
not  so  eminent  as  those  of  our  own,  and  we  see 
that  so  respectable  an  authority  as  Mr.  Godfrey 
specifically  charges  them  with  it.  (GoDrRBv.) 

170.  Burnet  says,  (History  of  his  own  Times^ 
vol,  iv.,/).  252,  edit  182a,)  that  there  was  a  party 
in  the  country  who  were  moved  with  great  jealousy 
by  the  credit  of  the  Bank,  and  did  all  they  could 
to  ruin  it,  but  their  machinations  were  rejected 
with  indignation  by  both  houses.  He  says  that 
at  the  same  period  there  were  two  sets  of  money, 
one  milled,  which  conld  not  be  practised  upon, 
the  other  not  so,  which  was  dipt,  and  so  much  so, 
that  at  last  it  was  duninished  to  less  than  half  its 
propel*  weight.  When  this  had  gone  on  for  some 
time,  the  king  was  advised  to  issue  a  proclama- 
tion to  make  it  current  by  weight,  and  not  by  tale, 
but  it  was  strongly  opposed  in  the  council.  The 
badness  of  the  money  was  then  very  visible; 
guineas,  which  were  equal  in  value  to  21b.  6d.  in 
silver,  rose  to  SOs.  that  is  to  say,  30s.  sank  to 
2 Is.  6d.  As  the  deterioration  became  worse.  Lord 
Somers  again  proposed  that  a  proclamation  shonld 
be  issued,  to  make  money  current  by  weight  and 
not  by  tale.  The  king  was  also  of  that  opinion, 
but  the  rest  of  the  council  were  unanimously 
against  it ;  and  so  this  proposition  was  laid  aside, 
which  would  have  saved  the  nation  above  a  mil- 
lion of  money,  for  when  people  saw  that  Parlia^ 
ment  would  receive  the  clipt  money  by  tale,  the 
clipping  went  on  worse  than  ever. 

171.  Parliament  met  in  JSTovember,  1695,  and 
in  the  speech  from  the  throne,  the  king  called  the 
attention  of  the  House  to  the  bad  state  of  the 
coin,  and  requested  them  to  devise  a  remedy. 

On  the  dOth  of  November,  the  subject  was  de- 
bated. On  the  1st  of  that  month,  Montague  (after- 
wards Lord  Halifiix)  had  been  appointed  Chan- 
cellor of  the  Exchequer.    The  House  in  ackno  w- 
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ledgment  of  the  paragraph  in  the  king's  spoech, 
respecting  the  ill  state  of  the  coinage,  appointed 
a  Committee  to  consider  of  a  fund  to  make  good 
the  deficiency  of  the  clipped  money.  Montague 
brought  before  the  Honse  the  question  whether  it 
was  necessary  or  expedient  to  recoin  the  silyer 
money?  The  country  party,  in  the  hopes  of 
embarrassing  the  Groyemment,  held  the  negatiye. 
The  Chancellor  of  the  Exchequer  maintained 
that,  in  consequence  of  the  bad  state  of  the  coin- 
age, the  foreign  exchanges  were  heayily  against 
the  country.  That,  by  reason  of  this,  the  sup- 
plies raised  to  maintain  the  army  were  curtailed 
in  consequence  of  the  adyerse  exchange.  That 
from  the  badness  of  the  coin  guineas  hMl  risen  to 
808.,  and  foreign  gold  in  proportion.  That  in 
consequence  of  thU  great  quantities  of  foreign 
gold  were  imported,  which  could  not  be  exported 
at  the  same  price.  The  goyernment  carried  that 
the  money  should  be  recoined  by  a  minority  of 
sixty. 

172.  The  next  question  was,  whether  the 
several  denominations  of  the  new  money  should 
haye  the  same  weight  and  fineness  as  the  old  ?  or 
whether  the  standard  should  be  raised  ?  This 
question  produced  many  debates.  The  opposition 
adopted  Lowndes*s  ideas,  that  the  price  of  an 
ounce  of  silver  bullion  had  risen  to  6s.  3d.,  and 
therefore,  the  standard  of  the  coin  should  be 
raised  accordingly — ^that  raising  the  standard 
would  prevent  exportation,  and  melting  it  down, 
and  would  encourage  people  to  bring  plate  and 
bullion  to  the  nunt  to  be  coined. 

The  government  replied,  using  the  arguments 
so  admirably  set  forth  by  Locke,  of  which  we 
have  giyen  a  few  extracts  aboye,  in  order  that  it 
may  be  clearly  seen  to  whom  their  merit  is  due. 
We  need  not  encroach  on  our  space,  ^nd  the 
reader's  patience,  by  repeating  them.  The  Chan- 
cellor concluded  by  moving  that  in  coining  the 
new  money,  the  House  would  not  depart  firom 
the  ancient  standard  either  in  weight,  fineness,  or 
denomination.  This  resolution  was  also  carried 
by  224  to  114. 

173.  The  next  question  was — ^Who  was  to  bear 
the  loss  attending  the  new  coinage  f  Many  urged, 
and  with  some  plausibility,  that  the  holders  of 
the  money  should  bear  the  loss,  as  had  frequently 
been  done  before.  It  was  resolyed,  howeyer,  that 
the  public  should  bear  it,  and  as  the  debased  state 
of  the  coinage  was  due  to  the  negligence  of  the 
government,  it  was  right  that  the  loss  should  &11 
on  the  public.  The  sum  of  £1,200,000  was 
appropriated  for  the  purpose,  and  in  order  to 
meet  it^  a  window  tax  was  devised,  which  has 
been  the  fruitful  source  of  misery,  disease,  and 
death,  and  has  only  been  abolished  within  the 
last  few  years. 

174.  The  House  addressed  the  King  to  issue  a 
proclamation  forbidding  the  circulation  of  clipped 
money  after  certain  dates.  The  king  assented, 
and  on  the  20th  December  it  was  ordered  that 
after  the  1st  of  January,  1696,  clipped  crowns 
and  half-crowns  should  not  be  taken  by  any  one 
except  the  collectors  of  taxes,  and  aner  a  short 
time,  they  were  not  to  be  taken  in  London,  or 
within  forty  mUes.  The  other  coins  were  also 
called  in  in  a  similar  manner. 

The  time  named  in  the  proclamation  for  receiv- 
ing the  clipped  money  was  so  short,  that  all  trades 
were  thrown  into  confusion*    People  refused  to 


take  the  clipped  money  for  fear  it  might  be  left  om 
their  hands.  The  different  qualities  of  the  coins 
current  together  added  much  to  the  confusion,  for 
while  the  hammered  money,  and  pieces  not  clipped 
within  the  ring,  were  allowed  to  pass,  no  one  wsa 
willing  to  make  payments  in  new  money,  and 
therefore  as  fast  as  it  issued  firom  the  Mints  and 
Exchequer,  it  was  hoarded  up  by  the  first  receivers. 
Much  of  it  was  exported  to  purchase  gold,  which 
at  this  time  was  very  profitable.  Some  Acts  were 
passed  regulating  the  coin,  which  were  not  of  much 
ayaU. 

175.  Evelyn  says  in  his  Diary;  ^  16d5-6. 
12  Jan.  Great  confusion  and  distraction  by  rea* 
son  of  the  clipped  money,  and  the  difficulty  found 
in  reforming  it. — ^23.  They  now  began  to  coin 
new  money,** 

176.  Having  proyided  for  the  recoinage,  the 
House  of  Commons  then  began  a  most  useless  and 
ineffectual  meddling  with  the  price  oi  guineas. 
As  long  as  the  silver  coinage  continued  in  its  de- 
based state,  no  human  power  could  lower  the 
price  of  guineas ;  as  soon  as  the  silver  coin  was 
reformed,  no  human  power  could  prevent  them 
falling.    Several  petitions  were  presented  to  the 
House  against  their  interference  with  the  price  of 
guineas.  (Commons  Journals^  VoLXI.n,  44A). 
It  is  strange  that  Montague*  should  so  fiir  have 
deserted  we  lessons  of  his  great  master  Locke. 
If  an  Act  of  Parliament  could  alter  the  price  of 
guineas — ^where  was  the  use  of  the  coinage  ?    If 
the  coinage  would  effect  the  purpose,  where  was 
the  use  of  the  Act  of  Parliament  ?    It  was  carried 
by  a  majority  of  162  to  131,  on  the  15th  February, 
1696,  that  guineas  should  not  pass  for  more  than 
288.    On  the  28th,  it  was  resolyed,  by  a  majority 
of  194  to  140,  that  after  the  25th  March,  they 
should  be  reduced  to  26s.    On  the  26th  March,  it 
was  voted  by  a  minority  of  180  to  135,  that  after 
the  10th  of  April,  they  should  be  reduced  to  22s^ 
and   heavy  penalties  were  enacted  against  all 
who  should  deal  in  them  at  higher  rates  after  that 
date.    It  was  further  ordered  that  clipped  money 
should  be  received  in  payment  of  taxes  till  the 
4th  of  May,  in  advances  to  government  till  the 
1st  July,  and  after  the  1st  February,  1697,  should 
cease  to  be  current  at  all.    At  this  time,  although 
both  gold  and  silver  were  legal  tender,  yet  the 
silver  cobi  was  considered  the  standard  currency^ 
and  gold  only  as  subsidiary.    Debts  were  con- 
sidered to  be  contracted  in  silyer,  and  when  this 
great  dissrrangement  of  the  relative  value  of  the 
gold  and  silver  took  place,  it  was  considered  a  great 
public  grievance.     All  the  heavier  pieces  were 
culled  out,  and  sent  to  Holland,  where  guineas  and 
bullion  nught  be  bought  for  22s.,  which  passed 
for  30s.  in  England,  the  consequence  was  a  steady 
drain  of  silver  from  England,  and  a  continued  in- 
flux of  gold.    The  Act  of  Charles  IL  gaye  every 
one  the  right  to  haye  his  bullion  coined  at  the 
Mint  free  of  expense,  and  many   persons  had 
ayailed  themselves  of  that  privilege.    By  are- 
turn  presented  to  the  Commons,  it  appeared  that 
since  Lady-day,  1695,  up  to  February,  1696, 
guineas  to  the  amount  of  £721,280  had  been 
coined  for  149  persons.    An  Act  was  passed  to 
take  off  this  privilese,  and  to  prohibit  the  impor- 
tation of  guineas  and  half-guineas.    Statute,  1696. 
c  13. 

177.    The   success  of  the  Bank  of  England 
raised  np  a  host  of  enemies,  who  tried  all  they 
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coald  to  ruin  it.  Daring  this  period,  the  shares 
had  fallen  from  £107  to  £85.  The  difficulties  of 
the  recoinage  enabled  its  enemies  to  concert  a 
conspiracy  against  it,  which  was  successful.  All 
this  time  it  had  received  the  degraded  coin  at  its 
nominal  value.  Its  notes  were  payable  to  bearer 
on  demand.  As  soon  as  the  new  coin  came  out 
they  were  bound  to  pay  them  in  full  weighted 
money.  That  is,  for  every  seven  ounces  of  gold  they 
had  received  they  were  bound  to  pay  twelve.  More- 
over the  pressing  necessities  of  the  king  had  un- 
fortunately induced  him  to  listen  to  the  promises 
of  the  schemers  who  got  up  the  Land  Bank,  and 
an  Act  for  establishing  it  passed  in  April.  This 
was  justly  considered  as  a  serious  blow  to  the 
Bank  of  England. 

178.  The  Act  limited  the  4th  of  May,  as  the 
last  day  for  receiving  the  clipped  money  in  pay- 
ment of  taxes.  Multitudes  of  course  flocked  in 
at  the  last  day  to  pay  in  their  clipped  money. 
The  new  money  had  scarcely  begun  to  come  out, 
and  what  had  been  issued,  had  by  the  unfortunate 
permission  given  to  the  good  and  bad  coin  to  cir- 
culate together,  been  hoarded  or  exported.  The 
goldsmiths  and  bankers,  and  other  enemies  of 
the  Bank,  saw  a  great  opportunity  to  injure  it. 
They  collected  its  notes  from  all  quarters.    One 

Sldsmith  alone  had  £30,000.  On  the  5th  of 
ay,  between  12  and  1  o'clock,  they  marched  in 
a  body  to  the  Bank,  and  demanded  payment  of 
them  on  the  spot.  The  Directors,  seeing  the 
nature  of  the  proceeding,  refused  payment,  and 
left  the  holders  of  their  notes  to  their  remedy  at 
law.  They,  however,  continued  the  payment  of 
the  usual  trade  demands.  This,  however,  could 
not  continue.  They  were  soon  unable  to  cash 
even  the  notes  presented  in  the  ordinary  course 
of  business.  They  then  made  a  call  of  20  per 
cent,  on  their  proprietors,  and  were-  obliged  to 
adopt  a  partial  suspension  of  cash  payments. 
They  gave  notice  they  could  only  pay  10  percent, 
on  their  notes  once  a  fortnight.  During  the  first 
week  they  paid  £15,000  in  broad  and  milled 
money.  The  treasury  did  all  it  could  to  assist 
them,  and  large  sums  were  coined  and  paid  into 
the  Bank.  The  Bank  advanced  the  rate  of  in- 
terest allowed  on  their  bills,  from  2d.  to  3d.  a  day. 
They  borrowed  £240,000  from  their  own  proprie- 
tors, for  six  months  at  6  per  cent.,  and  drew  bills 
for  £100,000  upon  the  Bank  of  Amsterdam. 

179.  Evelyn  says,  "  13th  May,  1696.  Money 
still  continuing  exceedingly  scarce,  so  that  none 
was  paid  or  received,  but  all  was  on  trust,  the 
Mint  not  suppljfing  for  common  necessities. 

*M  1th  June.  Want  of  current  money  to  carry 
on  the  smallest  concerns,  even  for  daily  provisions 
in  the  markets.  Guineas  lowered  to  22s.,  and 
great  sums  daily  transported  to  Holland,  where 
it  yields  more,  and  other  treasure  sent  to  pay  the 
armies,  and  nothing  considerable  coined  of  the 
new,  and  now  only  current  stamp,  cause  such  a 
scarcity  that  tumults  are  every  day  feared,  no- 
body paying  or  receiving  money.  Banks  and 
lotteries  every  day  set  up. 

^«26th  July.  So  little  money  in  the  nation 
that  Exchequer  tallies  on  the  best  fund  in  Eng- 
land, the  Post  Office,  nobody  would  take  at  30 
per  cent,  discount. 

'*  Srd  August.  The  Bank  lending  the  £200,000 
to  pay  the  army  in  Flanders,  that  done,  nothing 
against  the  enemy  had  so  exhausted  the  treasure 


of  the  nation,  that  one  conld  not  have  borrowed 
money  under  14  or  15  per  cent,  on  bills  (t.e.,  Bank 
of  England  Notes)  or  on  Exchequer  tallies  under 
80  per  cent." 

1 80.  It  is  said  in  Narcissus  Luttreirs  diary  that 
between  the  17th  of  January  and  the  24th  of 
June,  there  were  brought  into  the  Exchequer  in 
clipped  money  £4,706,003  18s.  6}d. 

181.  We  have  not  been  able  to  find  when 
Bank  Notes  first  fell  to  a  discount.  But  in 
Luttreirs  diary  it  is  said  that  on  the  28th  of  July, 
they  were  at  a  discount  of  £10  per  cent.  On  the 
25th  of  August,  he  says  that  they  were  at  £15 
per  cent,  discount.  On  the  12th  of  September, 
at  £18  per  cent,  discount. 

182.  Mints  had  been  setup  at  various  towns 
in  the  country  to  hasten  the  substitution  of  good 
money  for  bad.  During  the  summer,  these  had 
been  constantly  at  work,  and  by  the  autumn  a 
considerable  supply  had  been  circulated.  The 
natural  efiiect  followed  the  restoration  of  the  me- 
dium of  payment  to  its  proper  standard.  The 
exchanges  which  had  been  25  per  cent,  against 
England,  immediately  turned  in  her  favor. 
Luttrell  says,  on  the  8th  of  October,  *•  The  price 
of  most  foreign  commodities  here  begins  to  fidl  in 
expectation  of  a  peace,  and  whereas  sometime 
since  we  gave  £25  per  cent,  to  remit  money  to 
Holland,  they  now  give  us  £4  per  cent,  for  money 
in  England;  so  *tis  plain  the  balance  is  on  onr 
side." 

Luttrell  says  that  on  the  12th  of  October, 
Bank  Bills  were  discounted  at  £12  per  cent,  dis- 
count for  ready  money,  and  the  Bank  allowed 
6  per  cent,  for  six  months  for  all  sealed  bills  of 
£100. 

1 83.  It  is  not  for  ns  to  tell  here  how  miserably 
the  Land  Bank  failed  to  supply  the  king  with  the 
resources  it  had  promised,  and  its  ruinous  effects 
on  public  credit.  We  are  precluded  from  enter- 
ing upon  the  political  history  of  the  period,  and 
shewing  how  the  fortunes  of  the  nation  were 
affected  by  the  state  of  the  coinage.  All  this  is 
set  forth  with  matchless  skill  in  Macaulay,  whose 
account  of  the  years  1695,  1696,  and  1697  should 
be  read  in  connection  with  the  preceding  details. 
The  monetary  difficulties  of  England  were  so 
great  that  the  eyes  of  all  Europe  were  turned 
upon  her,  with  the  fear,  or  the  hope,  that  the 
great  alliance  against  France  must  be  dissolved. 

1 84.  It  was  no  doubt  one  of  the  greatest  crises 
that  this  country  has  gone  through,  but  fortu- 
nately for  her,  there  were  men  at  the  head  of 
affau's  who  were  found  equal  to  the  occasion. 
Parliament  met  on  the  20th  of  October,  1696, 
and  the  king  congratulated  the  nation  upon  having 
passed  through  the  year  without  any  disorders  at 
home,  or  reverses  abroad,  considering  the  great 
disappointment  in  the  funds  voted  at  their  last 
meeting,  and  the  difficulties  arising  from  the  re- 
coinage  of  the  money.  Their  enemies  had  hoped 
that  these  misfortunes  would  have  proved  fatal 
to  them,  but  though  negociations  had  been  talked 
of  for  a  general  peace,  the  only  way  to  treat  with 
France  was  sword  in  hand.  The  king  then 
brought  to  their  notice  the  frightful  state  of  public 
credit,  and  earnestly  entreated  Parliament  to  take 
measures  to  restore  it. 

185.  The  hopes  of  the  enemies  of  England 
were  scattered  to  the  winds.  The  statesmen  and 
the  parliaments  of  that  period  are  not  now  held 


COINAGE  OF  ENGLAND. 


COINAGE  OF  ENGLAND.    477 


in  any  very  high  estimation,  yet  on  that  day  they 
set  such  an  example  as  might  be  envied  by  the 
greatest  assembly  of  any  age  or  country.  Not- 
withstanding the  terrible  internal  sufferings  pro- 
duced by  eight  years*  war,  and  the  bad  state  of 
the  coinage,  they  unanimously  voted  that  they 
would  support  the  king  and  his  government 
against  all  his  enemies,  both  at  home  and  abroad, 
and  would  effectually  assist  him  in  carrying  on 
the  war  with  France. 

186.  They  then  voted  without  a  division  : — 
That  they  would  not  alter  the  standard  of  the 
gold  and  silver  in  fineness,  weight,  or  denomina- 
tion, and  that  they  would  make  good  all  parlia- 
mentary funds  since  his  Majesty's  accession  to 
the  crown  that  have  been  made  credits  for  loan 
from  the  subject.  They  also  repealed  the  absurd 
laws  against  the  importation  of  guineas  and  the 
coining  of  gold. 

187.  It  was  indeed  a  great  day  for  England, 
and  one  that  may  well  put  to  shame  the  conduct 
of  her  parliament  116  years  later.  In  the  next 
session  the  amount  of  arrears  in  every  branch  in 
the  public  service  was  laid  before  them,  in  conse- 
quence of  the  total  failure  of  some,  and  the  par- 
tial failm'e  of  other  funds  appropriated  to  them. 
It  was  a  frightful  sum — £6,000,459 — more  than 
all  the  current  coin  in  the  kingdom  was  sup- 
posed to  be^more,  probably,  at  that  period  than 
£70,000,000  would  be  at  the  present  day.  Ex- 
chequer tallies  were  at  forty,  fifty,  and  sixty  per 
cent,  discount.  But  directly  the  House  of  Com- 
mons pledged  itself  to  maintain  their  faith  with 
the  public  creditor,  they  began  to  rise. 

188.  The  country  had  passed  through  the  agony 
of  its  crisis.  As  soon  as  the  vote  was  passed,  the 
new  milled  money  came  forth  from  thousands  of 
hoards.  Bank  notes,  which  had  been  at  eighteen 
per  cent,  discount  the  day  before  the  meeting  of 
parliament,  rose  to  twelve  discount,  and  its  shares 
rose  too.  The  exchanges,  as  we  have  already  seen 
above,  as  well  as  by  the  evidence  of  Mr.  Cary 
(Cabt),  were  now  in  favor  of  this  country,  in 
consequence  of  the  medium  of  payment  being 
restored  to  its  true  standard. 

189.  On  the  27  th  October,  the  House  resolved 
that  all  hammered  money  should  pass  current  at 
6b.  2d.  per  ounce ;  that  until  the  1st  of  January, 
it  should  be  purchased  at  all  the  mints,  and  re- 
ceived in  payment  of  taxes,  at  5s.  8d.  per  ounce. 
They  then  anxiously  debated  the  state  of  credit. 
On  the  12th  November,  they  voted  that  the  Bank 
of  England  should  continue  for  the  eleven  years,  for 
which  it  was  originally  established,  and  that  no 
other  Bank  should  be  established  by  Parliament 
during  that  period.  This  was  carried  by  200  to 
124.  By  the  beginning  of  December,  tiie  five  coun- 
try mints  had  already  coined  £200,000,  and  they 
had  £400,000  in  dipt  money  and  plate  waiting  to 
be  coined.  The  House  ordered  a  bill  to  be  brought 
in  to  establish  bills  of  credit,  that  for  goods  bought 
under  £10,  the  buyer  should  give  his  note  of  hand 
for  payment,  which  should  he  transferable  from 
hand  to  hand,  during  the  scarcity  of  money.  This 
plan  had  long  been  advocated  by  Sir  Josiah  Child. 
(Chuj>.)  On  December  26,  Bank  notes  were  at 
£17  per  cent,  discount.  On  the  1st  of  February, 
1697,  thev  were  at  £19  per  cent,  discount. 

190.  ^Negotiations  had  been  going  on  between 
the  House  and  the  Bank  of  England  for  restoring  its 
credit.    At  last,  on  the  3rd  of  February,  1697, 


the  House  agreed  that  the  Bank  might  increase  its 
capital  stock  by  an  amount  not  exceeding  five 
millions,  of  which  one  fifth  might  be  paid  in  their 
own  notes,  and  four-fifths  in  Exchequer  tallies. 
Several  other  provisions  were  also  made  for  pre- 
venting the  recun-ence  of  such  a  c^amity  as  the 
failure  of  the  Land  Bank  had  caused.  (Banking 
IN  England.)  In  pursuance  of  this  Act,  the 
capital  stock  of  the  Bank  was  increased  by  the  sum 
of  £1,001,171  10s.  of  which  £200,000  were  paid 
in  its  own  depreciated,  notes,  taken  at  their  fuU 
value,  and  £800,000  in  depreciated  Exchequer 
tallies.  On  the  19th  February,  1697,  Bank  Notes 
were  at  £21  discount,  and  on  the  20th,  at  £24 
discount.  On  the  23rd  of  March,  they  were  at 
£23  10s.  discount. 

191.  The  Act  for  increasing  the  capital  of  the 
Bank  received  the  royal  assent  on  the  1st  of  Aprils 
and  the  value  of  its  notes  immediately  rose  to  £18 
discount,  at  which  they  continued  till  the  begin- 
ning of  Jun  e,  when  they  rose  to  £  1 3  discount.  On 
the  26th  of  July,  they  were  at  £10  10s.  discount. 
On  the  3rd  of  August,  they  were  at  £7  discount, 
and  the  shares  rose  from  60  to  72.  On  the  26th 
of  August,  the  notes  were  at  £3  10s.  discount, 
and  the  shares  rose  to  83.  On  the  28th  notes 
were  at  £2  discount,  and  the  stock  at  92.  On  the 
18th  September,  the  notes  were  at  £1  discount,  and 
bank  stock  at  96.  And  on  the  30th  November, 
the  notes  were  at  par.  By  this  time  upwards  of 
£7,000,000  of  money  had  been  coined  at  the 
various  mints  in  the  country. 

192.  Such  is  the  history  of  this  great  mone* 
tary  crisis,  and  whoever  will  take  the  trouble  to 
compare  it  with  the  account  of  it  given  in  the 
Bullion  Report,  will  at  once  perceive  what  an 
astonishing  mass  of  chronological  errors  the 
framers  of  that  Report  have  fallen  into.  (Bullion 
Rnpokt.)  The  Bullion  Report  says  that  the 
details  given  in  it  are  all  very  fully  mentioned  in 
authentic  tracts  published  at  the  time.  We, 
having  read  scores  of  tracts  published  at  the  time, 
make  bold  to  say  that  there  is  not  one  single  tract 
published  at  the  time  which  will  countenance  the 
assertions  of  the  Report.  We  also  observe  that 
Bank  Notes  were  received  in  payment  of  the  new 
subscription  to  the  Bank ;  thus  its  own  depreciat- 
ed notes  which  were  Cbbdit,  were  thus  turned 
into  permanent  Capital,  an  operation  which  is 
wholly  inexplicable  according  to  the  current 
notions  on  the  sul^ect  of  Credit,  but  which  is  fully 
explained  under  Ussdit. 

193.  The  political  benefits  which  followed  thie 
great  restoration  of  the  coinage  are  beyond  the 
purpose  of  this  work.  In  1707,  the  union  of  the 
kingdoms  necessitated  a  new  coinage.  At  the 
same  time  the  relative  value  of  the  gold  and  silver 
coins  began  to  differ  fi-om  the  market  value  of  the 
two  metals,  and  as  silver  was  underrated,  it 
became  very  scarce.  It  is  much  to  be  lamented 
that  the  government,  having  adopted  Lockers 
arguments  in  favour  of  the  maintenance  of  the 
standard,  did  not  also  adopt  his  ai^ument  with 
respect  to  the  necessity  of  there  being  only  one 
standard  of  value.  It  was  perfectly  conclusive, 
and  the  evils,  which  he  had  shewn  must  neces- 
sarily follow  from  this  economic  error  of  having 
two  measures  of  value,  manifestly  displayed  them- 
selves. In  1708,  the  government  offered  a 
premium  of  2^d.  per  ounce,  to  every  one  who 
brought  foreign  silyer  coin,  or  plate  of  any  sort, 
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of  standard  fineness,  to  tbe  Mint  to  be  coined. 
This,  however,  was  quite  ineffectnal,  and  as 
matters  grew  vrorse  every  day,  the  government 
referred  the  matter  to  Sir  Isaac  Newton,  who  had 
for  many  years  been  at  the  head  of  the  Mint,  to 
report  upon. 

194.  Sir  Isaac  Newton  tsaid  in  his  Report, 
fParl  Hist.  VIL  526 J,  "That  a  pound  weight 
Troy,  of  gold,  11  ozs.  fine,  and  1  oz.  alloy,  is  cut 
into  44^  guineas;  and  a  pound  weight  of  silver, 
11  ozs.  2  dwts.  fine,  and  18  dwts.  alloy,  is  cut  into 
62  shillings ;  and,  according  to  this  rate,  a  pound 
weight  of  fine  gold  is  worth  15  pounds  weight  6 
ozs.  17  dwts.  and  5  gms.  of  fine  silver,  reckoning 
a  goinea  at  £1  Is.  fid.  in  silver  money.  But 
silver  in  bullion,  exportable,  is  usually  worth  2d. 
or  3d.  per  ounce  more  than  in  coin ;  and  if  as  a 
medium  such  bullion  of  standard  alloy  be  valued 
at  5s.  4^.  per  ounce,  a  pound  weight  of  fine  gold 
will  be  worth  but  14  lbs.  11  ozs.  12  dwts.  9  grs. 
of  fine  silver  in  bullion ;  and,  at  this  rate,  a  guinea 
is  worth  but  so  much  silver  as  would  make  20s. 
8d.  When  ships  are  lading  for  the  East  Indies, 
the  demand  of  silver  for  exportation  raises  the 
price  to  5s.  fid  or  5s.  8d.  per  ounce,  or  above; 
but  I  consider  not  these  extraordinary  cases. 

'^A  Spanish  pistole  was  coined  for  thirty- 
two  rials,  or  four  pieces  of  eight  rials,  usually 
called  pieces  of  eight,  and  is  of  equal  alloy,  and 
the  sixteenth  part  of  the  weight  thereof;  and  a 
Doppio  Moeda  of  Portugal  was  coined  for  ten 
crusados  of  silver,  and  is  of  equal  alloy,  and  the 
sixteenth  part  of  the  weight  thereof.  Gold  is 
therefore  in  Spain  and  Portugal,  of  sixteen  times 
more  value  than  silver  of  equal  weight  and  alloy ; 
according  to  the  standard  of  those  kingdoms ;  at 
which  rate  a  guinea  is  worth  22s.  Id. :  but  this 
high  price  keeps  their  gold  at  home  in  good 
plenty,  and  carries  away  the  Spanish  silver  into 
all  Europe;  so  that  at  home  they  make  their 
payments  in  gold,  and  will  not  pay  in  silver 
without  a  premium:  upon  the  coming  in  of  a 
Plate  fieet  the  premium  ceases  or  is  but  small ; 
but  as  their  silver  goes  away  and  becomes  scarce, 
the  premium  increases,  and  is  most  commonly 
about  six  per  cent.,  which  being  abated,  a  guinea 
becomes  worth  about  20s.  9d.  in  Spain  or  Por* 
tugal. 

''  In  France,  a  pound  weight  of  fine  gold  is 
reckoned  worth  fifteen  pounds  weight  of  fine  sil- 
ver ;  in  raising  or  falling  their  money,  their  kings* 
edicts  have  sometimes  varied  a  little  firom  this 
proportion,  a  little  in  excess  or  defect ;  but  the 
variations  have  been  so  little,  that  I  do  not  here 
consider  them.  By  the  edict  of  May,  1709,  a 
new  piBtole  was  coined  for  four  new  lomses,  and 
is  of  equal  alloy,  and  the  fifteenth  part  of  the 
weight  thereof  except  the  errors  of  their  mints; 
and  by  the  same  edict,  fine  gold  is  valued  at  fif- 
teen times  its  weight  of  fine  silver ;  and  at  this 
rate  a  guinea  is  worth  20s.  8id.         *        •        * 

**The  ducats  of  Holland  and  Hungary,  and 
the  Empire,  were  lately  current  in  Holland  among 
the  common  people,  in  their  markets  and  ordinary 
affUrs,  at  ^ye  guilders  in  specie,  and  five  stivers ; 
and  commonly  changed  for  so  much  silver  moneys 
in  three-guilder  pieces  and  guilder  pieces,  as 
guineas  are  with  ua  for  21s.  fid.  sterling ;  at  which 
rate  a  gumea  is  worth  20s.  7^d. 

^  According  to  the  rates  of  gold  to  silver  in 
Italy,  Germany,  Poland*  Denmark,  and  Sweden, 


a  guinea  is  worth  about  20a.  and  7d.,  6d.,  5d.,  or 
4d.,  for  the  proportion  varies  a  little  within  the 
several  governments  in  these  countries.  In 
Sweden,  gold  ia  lowest  in  proportion  to  silver, 
and  this  hath  made  that  kingdom,  which  formerly 
was  content  with  copper  money,  abound  of  late 
with  silver,  sent  thither  (I  sus^t)  for  naval 
stores. 

**  In  the  end  of  King  William's  reign,  and  tiie 
first  year  of  the  late  queen,  when  foreign  coins 
abounded  in  EngUnd,  t  caused  a  great  many  of 
them  to  be  assayed  in  the  Mint,  and  found  by  the 
assays,  that  fine  gold  was  to  fine  silver  in  Spain, 
Portugal,  France,  Holland,  Italy,  Germany,  and 
the  northern  kingdoms,  in  the  proportion  above 
mentioned,  errors  of  the  mint  excepted. 

^^  In  China  and  Japan,  one  pound  weight  of 
fine  gold  is  worth  but  9  or  10  pounds  weight  of 
fine  silver ;  and  in  East  India  it  may  be  worth 
12 ;  and  this  low  price  of  gold  in  proportion  to 
silver,  carries  away  the  silver  firom  all  Europe. 

'*  So  then  by  the  course  of  trade  and  exchange 
between  nation  and  nation  in  all  Europe,  fine 
gold  is  to  fijue  silver  as  14  4-5,  or  15  to  one ;  and 
a  guinea  at  the  same  rate  is  worth  between  208. 
5d.  and  20s.  8|d. ;  except  in  extraordinary  cases, 
as  when  a  Plate  fieet  is  just  arrived  in  Spain,  or 
ships  are  lading  here  for  the  East  Indies ;  which 
cases  I  do  not  here  consider.  And  it  appears  by 
experience  as  well  as  by  reason,  that  silver  flows 
fi'om  those  places  where  its  value  ia  lowest  in  pro- 
portion to  gold,  as  firom  Spain  to  all  Europe,  and 
firom  all  Europe  to  the  East  Indies,  China,  and 
Japan ;  and  that  gold  is  most  plentiful  in  those 
places  in  which  its  value  is  highest  in  proportion 
to  silver,  as  in  Spain  and  England. 

*'It  is  the  demand  for  exportation  which 
hath  raised  the  price  of  exportable  silver  about 
2d.  or  3d.  in  the  ounce  above  that  of  silver  in  coin, 
and  hath  thereby  created  a  temptation  to  exp<Hrt, 
or  melt  down,  the  silver  coin  rather  than  nve  2d. 
or  3d.  more  for  foreign  silver ;  and  the  demand 
for  exportation  arises  firom  the  higher  price  of 
silver  in  other  places  than  in  England,  in  propor- 
tion to  gold ;  that  is,  firom  the  higher  price  of  gold 
in  England  than  in  other  places  in  proportion  to 
silver,  and  therefore  may  be  diminished  by 
lowering  the  value  of  gold  in  proportion  to  silver. 
If  gold  in  England,  or  silver  in  East  India,  could 
be  brought  down  so  low  as  to  bear  the  same  pro- 
portion to  one  another  in  both  places,  there  would 
be  here  no  greater  demand  for  edlver  than  for 
gold  to  be  exported  to  India.  And  if  gold  were 
lowered  only  so  as  to  have  the  same  proportion 
to  the  silver  money  in  England,  which  it  hath  to 
silver  in  the  rest  of  Europe,  there  would  be  no 
temptation  to  export  silver  rather  than  gold  to 
any  other  part  of  Europe.  And  to  compass  this 
last,  there  seems  nothing  more  requisite  than  to 
take  off  about  lOd.  or  12d.  fix)m  the  guinea;  so 
that  gold  may  bear  the  same  proportion  to  the 
silver  money  in  England,  which  it  ought  to  do  by 
the  course  of  trade  and  exchange  in  Europe. 
But  if  only  fid.  were  taken  off  at  present,  it  would 
diminish  the  temptation  to  export,  or  melt  down 
the  silver  coin.  And  by  the  efliscts,  would  show 
hereafter  better  than  can  appear  at  present,  what 
further  reduction  would  be  most  convenient  for 
the  public. 

"•  In  the  last  year  of  EJng  William,  the  dollars 
of  Scotland,  worth  about  4s.  6j^.,  were  put  away 
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in  the  North  of  Kngload  for  58.,  and  at  this  price 
began  to  flow  in  npon  as.  I  ffave  notice  thereof 
to  the  Lords  Commissioners  of  the  lYeasnry,  and 
thej  ordered  the  collectors  of  taxes  to  forbear 
taking  them,  and  thereby  pat  a  stop  to  the  mis- 
chief. 

^*  At  the  same  time,  the  loais-d*ors  of  France, 
which  were  worth  bnt  17s.  }d.  a  piece,  passed  ia 
England  at  I7s.  6d.  I  gave  notice  thereof  to  the 
Lords  Commissioners  (?  the  Treasary ;  and  his 
late  Majesty  pat  oat  a  proclamation  that  they 
should  go  bat  at  17s. ;  and  therenpon  they  came  to 
the  Mint,  and  £1,400,000  were  coined  oat  of 
them :  and  if  the  advantage  of  5Jd.  in  a  loais-d^or, 
sofficed  at  that  time  to  bring  into  England  so 
great  a  qnantity  of  French  money,  and  the  advan- 
tage of  three  farthings  in  a  lonis-d*or  to  bring  it  to 
the  mint,  the  advantage  of  9{d.  in  a  gainea,  or 
above,  may  have  been  sufficient  to  bring  the  great 
qnantity  of  gold  which  hath  been  coined  in  these 
last  fifteen  years,  withont  any  foreign  silver. 

'^  Some  years  ago,  the  Porta^al  moedors  were 
received  in  the  West  of  England  at  288.  a  piece. 
Upon  notice  from  the  Mint,  that  they  were  worth 
only  abont  278.  7d.,  the  Lords  Commissloaers  of 
the  Treasury  ordered  their  receivers  of  taxes  to 
take  them  at  no  more  than  27s.  6d.  Afterwards 
many  gentlemen  in  the  west  sent  up  to  the  Trea- 
sury a  petition,  that  the  receivers  might  take 
them  a^n  at  288.,  and  promised  to  get  returns 
for  money  at  that  rate ;  alleging  that  when  they 
went  at  28s.,  their  country  was  full  of  gold,  which 
they  wanted  very  much.  But  the  Commissioners 
of  the  Treasury,  considering  that  at  28s.  the 
nation  would  lose  5d.  apiece,  rejected  the  petition. 
And  if  an  advantage  of  5d.  in  the  288.  did  pour 
that  money  in  npon  us,  much  more  hath  an  ad- 
vantage to  the  merchant  of  9|d.  in  a  guinea,  or 
above,  been  able  to  bring  into  the  Mint  great 
quantities  of  gold,  without  any  foreign  silver,  and 
may  be  able  to  do  so  still,  till  the  cause  be  re- 
moved. 

^  If  things  be  let  alone  till  silver  money  be  a 
little  scarcer,  the  gold  will  fall  of  itself;  for  people 
are  already  backward  to  give  silver  for  gold,  and 
will  in  a  little  time  refuse  to  make  payments  ia 
silver  without  a  premium,  as  they  do  in  Spain  ; 
and  this  premium  will  be  an  abatement  of  the 
value  of  the  gold ;  and  so  the  question  is,  whether 
gold  shall  be  lowered  by  the  government,  or  let 
alone  till  it  M\a  of  itself,  by  the  want  of  silver 
money. 

*^  It  may  be  said,  that  there  are  great  quantities 
of  silver  in  plate,  and  if  the  plate  were  coined, 
there  would  be  no  want  of  silver  money.  But  I 
reckon  that  silver  is  safer  from  exportation  in  the 
form  of  plate  than  in  the  form  of  money,  because 
of  the  greater  value  of  the  silver  and  ftshion  to- 
gether ;  and  thensfore  I  am  not  for  coining  the 
plate,  till  the  temptation  to  export  the  silver 
money,  which  is  a  profit  of  2d.  or  3d.  an  ounce, 
be  diminished ;  for  as  often  as  men  are  necessi- 
tated to  send  away  money  for  answering  debts 
abroad,  there  will  be  a  temptation  to  send  away 
silver  rather  tiuui  gold,  because  of  the  profit, 
which  is  almost  4  per  cent.;  and  for  the  same 
reason  foreigners  will  choose  to  send  hither  their 
gold  rather  than  their  silver.*' 

196.  Mr.  Aislabie,  the  Chancellor  of  the  Ex- 
chequer, brought  the  subject  of  the  great  scarcity 
of  silver  coin  before  the  House  on  the  2lst  of 


December,  1717,  and  was  seconded  by  Mr. 
Caswall,  who  gave  details  of  the  different  relative 
values  gold  and  silver  coin  had  borne  with  respect 
to  each  other,  according  to  the  plenty  or  scarcity 
of  each,  and  said  that  the  over- valuation  of  gold 
in  the  correut  coins  of  Great  Britain,  had  caused 
the  exportation  of  great  quantities  of  silver  specie. 
To  prove  this,  he  laid  open  a  clandestine  trade 
which  had  been  carried  on  for  many  years  by  the 
Dutch,  Hamburghers,  and  other  foreigners,  in 
concert  with  the  Jews  and  other  traders  here, 
which  consisted  in  exporting  silver  coins,  and  im- 
porting gold  in  lieu  thereof  which  being  coined 
into  guineas  at  the  Tower,  near  15d.  was  got  by 
every  guinea,  which  amounted  to  about  5  per  cent., 
and  as  these  returns  might  be  got  five  or  six  times 
in  the  year,  considerable  profits  were  made  by  it. 
In  his  opinion  the  only  way  of  checking  this,  was 
to  lower  the  price  of  guineas  and  other  gold 
specie. 

197.  Sir  Isaac  Newton  had  shewn  that  the 
true  value  of  the  guinea,  according  to  the  mar- 
ket values  of  gold  and  silver  at  that  time,  was 
208.  8d.  The  House,  however,  did  not  adopt  his 
recommendation  to  its  full  extent,  but  they  ad- 
dressed the  Crown  to  issue  a  proclamation  to 
make  guineas  current  at  21s.  In  accordance 
with  this,  the  king  issued  a  proclamation  on  the 
22nd  December,  1717,  making  guineas  current  at 
21s.,  and  reducing  the  other  gold  coins  for  2ds.  6d. 
and  25s.  6d.  to  2ds.  and  25s.  each. 

198.  This  was  the  last  alteration  made  in  the 
relative  values  of  sold  and  silver  coin,  and  now, 
in  the  language  of  the  Mint,  the  price  of  gold 
was  fixed  at  £3  17s.  lO^d.  an  ounce,  which  is  so 
sore  a  puzzle  to  many  persons.  This  alteration 
in  the  value  of  guineas  created  some  alarm  that  it 
might  be  further  reduced,  and  caused  considerable 
confusion  in  trade,  but  in  January,  1718,  both 
Houses  of  Parliament  passed  resolutions  that  they 
would  not  alter  the  standard  of  the  gold  and  sil- 
ver coins  of  the  kingdom  in  fineness,  weight,  or 
denominatloiL 

199.  By  the  reduction  of  the  price  of  the 
guinea,  the  value  of  gold  to  silver  was  fixed  at 
15^  to  I,  but  as  in  Holland  and  France  the 
rate  was  14^  to  1,  a  profit  still  remained  on  ex- 
porting silver  and  importing  gold.  Thus  gold 
became  the  cheapest  medium  in  which  to  make 
payments,  and  by  this  means  during  the  course 
of  the  last  century,  it  became  gradually  an  nn- 
derstood  thing  in  commerce  that  gold  was  the 
standard  of  value.  This  custom  was  finally 
adopted  as  law  in  1816. 

200.  Up  to  1 732,  a  considerable  quantity  of  the 
old  hammered  gold  pieces  of  James  I.,  Charles  I., 
and  Charles  II.,  had  been  carrent  along  with  the 
guineas.  These  were  the  old  units  originally 
struck  to  represent  20s.,  but  which  were  now 
current  at  25s.  All  this  old  gold  was  now  called 
in  at  the  rate  of  £4  Is.  per  ounce,  troy.  Many 
of  the  coins  of  Edward  VI.  were  still  in  circula- 
tion. These  were  all  called  in  at  the  same  rate. 
By  these  measures  all  the  old  hammered  money 
was  finally  withdrawn  from  circulation. 

20 1 .  But  the  old  evils  of  dipping  and  counter- 
feiting were  not  put  down.  The  introduction  of 
the  mill  had  given  a  more  accurate  circular  form 
to  the  coin,  but  it  was  executed  iu  such  a  manner, 
that  it  was  still  possible  to  file  away  abont  9  or 
12  grains  of  metal  without  much  danger  of  dia- 
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covery,  from  the  distance  at  which  the  letters 
were  placed  from  the  edge.  The  Rer.  Peter 
Vallavine,  Vicar  of  Monkton,  says  in  his  Obser^ 
vations  on  the  Current  Coin  of  this  Kingdom^  1742, 
that  the  shillings  were  deficient  from  6  to  11  per 
cent.,  and  the  sixpences  from  1 1  to  more  than  22 
per  cent.,  and  besides  that,  were  extremely  scrace. 

202.  It  may  seem  somewhat  remarkable  that 
after  the  experience  the  government  had  had  of 
the  miseries  inflicted  upon  the  nation  by  suffering 
the  coinage  to  fall  into  a  degraded  state,  they 
continued  to  pay  no  attention  to  it.    On  the  ac- 
cession of  George  III.,  in  1763,  the  gold  and  silver 
money  was  found  to  be  in  a  very  bad  state.    The 
crown  pieces  entirely  disappeared,  though  upwards 
of  a  million  and  a  half  of  pounds  had  been  coined 
shice  the  time  of  William  III.    The  half-crowns 
were  extremely  scarce,  although  during  the  same 
period  there  had  been  coined  to  the  value  of 
£2,329,370.    The  shillings  and  sixpences  were 
In  a  shameful  state,  and  had  lost  from  a  sixth  to 
a  fourth  of  their  value.    All  signs  of  the  impres- 
sion on  them  had  vanished.    AH  the  good  coins 
had  been  exported,  or  melted,  in  consequence  of 
the  erroneous  valuation  of  the  gold  and  silver  coin, 
and  no  bullion  was  brought  to  the  Mint  to  be 
coined,  because  it  would  have  been  a  great  loss 
to  do  so,  even  although  it  was  coined  for  nothing. 
The  gold  coinage  was  also  becoming  much  depre- 
ciated.   It  was  very  much  clipped  and  filed.    The 
only  remedy  tried  for  some  time,  was  the  old 
futile  one  of  issuing  a  proclamation  against  the 
practice.    The  state  oi  the  coinage  continually 
got  worse.    In  1771 ,  it  was  said  that  three-fourths 
of  the  silver  in  circulation  was  base.    The  guineas 
were  sent  over  to  Holland  to  be  filed,  and  then 
returned  and  put  into  circulation.     Even  the 
copper  coinage  was  as  bad.    A  statute  was  passed 
to  make  counterfeiting  the  copper  coinage  felony. 
The  sums  allowed  for  prosecuting  offences  against 
the  coinage  were  trebled.   In  1 773,  it  was  enacted, 
statute  1773,  c.  52,  that  any  person  to  whom  gold 
coin  should  be  tendered  which  he  should  suspect 
to  be  counterfeit,  might  cut,  break,  or  deface  such 
piece.    If  it  was  bad,  the  offerer  should  bear  the 
loss,  if  not,  the  person  who  defaced  it  must  take 
it  at  the  rate  it  was  coined  for.    All  the  ofiKcers 
of  the  Treasury  were  ordered  to  destroy  all  gold 
coins  offered  them  in  payment,  which  were  below 
a  certain  weight.    At  the  same  time  the  Bank 
gave  notice  that  it  would  buy  any  quantity  of 
such  defaced  coin,  in  parcels  of  not  less  than  fifty 
guineas,  at  £3  17s.  10 jd.  the  ounce.    In  1774,  an 
Act  was  passed  to  prevent  the  importation  of 
debased  and  depreciated  silver  coins. 

203.  It  was  further  enacted  that  no  tender  of 
the  silver  coin  of  the  realm  of  any  sum  exceeding 
£25  at  any  one  time,  should  be  legal  tender 
within  Great  Britain  or  Ireland,  for  more  than  its 
value  by  weight  at  the  rate  of  5s.  2d.  per  ounce. 
The  Act  was  to  endure  till  the  Ist  day  of  May 
1776,  and  to  the  end  of  the  then  next  session  of 
Parliament. 

204.  The  state  of  the  gold  coinage  could  no 
longer  be  overlooked.  The  government  proposed 
that  all  the  deficient  gold  coin  should  be  c^led  in 
and  recoined.  That  a  compensation  should  be 
made  to  the  holders  of  such  deficient  gold  coin  * 
under  certain  regulations ;  and  that  lUfter  the  re- 
coinage,  the  currency  of  the  gold  coin  should  in 
future  be  regulated  by  weight  as  well  as  by  tale. 
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in  accordance  with  the  ancient  laws  of  the  king- 
dom, and  that  the  several  pieces  should  not  be 
legal  tender,  if  they  were  diminished  by  any 
means  below  that  weight;  The  king  having  ap* 
proved  the  plan,  recommended  to  Parliament  the 
consideration  of  the  state  of  the  gold  coinage  in 
very  earnest  terms.  He  said  that  the  diminution 
which  that  coin  had  suffered,  and  the  rapid  pro* 
gress  the  mischief  was  dally  making,  was  truly 
alarming,  and  that  it  was  essentially  necessary 
for  the  credit  and  commerce  of  the  country,  that 
the  gold  coinage  should  be  put  on  a  good  tooting. 
Every  one  agreed  that  a  re-coinage  was  incUspen- 
sable,  and  had  long  been  requir^  to  prevent  the 
fraudulent  diminution  of  the  gold  coin,  which  had 
been  carried  to  a  greater  excess  than  had  ever 
been  known  before.  But  it  was  by  no  means 
equally  agreed  upon  whom  the  loss  attending  it 
should  fail.  According  to  the  Act,  the  loss  fell 
upon  the  immediate  possessors  of  the  gold  coin, 
and  these  were  chiefly  the  great  money  holders 
and  bankers,  and  consequently  it  entailed  a  great 
loss  on  these  individuals.  Xhey  of  course  or- 
ganised a  strong  resistance,  and  declared  that  as 
they  were  obliged  to  hold  money  for  others,  and 
had  received  it  at  its  nominal  value,  upon  the 
public  faith,  and  under  the  sanction  of  government, 
it  was  oppressive  and  unjust  to  make  the  whole 
loss  fall  upon  them,  to  make  good  to  the  public 
the  immense  loss  they  had  sustained  through  the 
remissness  of  government,  in  not  enforcing  the 
laws,  until  the  enormity  reached  so  great  a  height 
aj9  to  be  thought  beyond  their  controL 

The  Minister,  however,  thought  otherwise. 
The  extent  of  the  evil  and  the  necessity  for  a  new- 
coinage  were  undeniable.  The  charge  of  injustice 
he  did  not  admit.  He  said  the  loss  had  fallen 
where  it  could  best  be  borne,  upon  those  who  had 
been  gainers  by  the  situation,  and  who  always 
profited  by  the  public  money.  That  it  was  in 
truth  a  tax  upon  property,  and  upon  that  species 
of  projperty  which  was  exempt  from  many  others. 
That  if  a  general  tax  had  been  laid  on  to  make 
good  the  deficiency,  it  would  have  been  a  very 
heavy  charge  to  the  public,  and  opened  the  door 
for  innumerable  fr'auds,  as  had  happened  in  the 
reign  of  William  III.,  on  calling  in  and  re-coining 
the  silver  money. 

205.  On  the  13th  of  May,  a  conference  was 
held  between  the  two  Houses  of  Parliament,  upon 
the  subject  of  the  new  coinage,  in  which  they 
agreed,  and  resolved  to  address  the  King. 

They  agreed  to  advise  the  king  that  aU  guineas 
weighing  less  then  5dwts.,  8  grains.,  all  half- 
guineas  weighing  less  than  2  dwts.  16  grains,  and 
all  quarter  guineas  weighing  less  than  1  dwt.  8 
grains  should  be  called  in  and  received  according 
to  the  standard  of  the  Mint,  both  in  weight  and 
fineness,  as  quickly  as  could  be  done.  That  the 
public  should  bear  the  loss  arising  from  the  de- 
ficiency and  recoinage  of  the  said  guineas,  pro- 
vided it  did  not  exceed  the  rates  settled  by  the 
commissioners  of  the  Treasury,  and  provided  they 
should  be  offered  in  payment  to  the  receivers  and 
collectors  of  the  public  revenues,  or  should  be 
brought  to  such  places  as  the  king  might  appoint 
for  the  exchange  of  them,  within  certain  times. 
They  advised  the  king  to  issue  a  proclamation  to 
limit  a  time  when  such  coins  as  were  niore  defi- 
cient than  the  quantity  stated  should  cease  to  be 
current.     An  Act  was  passed  in  accordance  with 
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this  address,  by  which  all  receivers  of  crown 
revenues  were  ordered  to  receive  all  gnineas 
tendered  to  them  at  the  valne  they  were  coined 
at,  provided  their  weight  did  not  fall  below  the 
quantity  named  in  the  proclamation.  It  was 
nirther  resolved,  that  the  public  should  bear  the 
loss  arising  from  the  recoinage,  and  the  Commons 
voted  £250,000  for  this  purpose. 

206.  On  the  24th  of  June,  a  proclamation  was 
issued  prohibiting  all  guineas  under  5  dwts.  8  grs. 
to  be  current,  and  other  gold  coins  in  proportion. 
Officers  were  appointed  at  a  considerable  number 
of  the  principal  towns,  to  exchange  the  deficient 
money  for  other  money  of  the  legal  weight.  The 
officers  of  the  mint  were  ordered  to  prepare  weights 
exhibiting  the  standard  weights  of  the  coins, 
and  to  stamp  all  weights  brought  to  them,  which 
should  be  found  in  conformity  with  the  standard 
ones.  This  plan  was  immediately  carried  into 
execution,  and  was  attended  with  perfect  success, 
and  no  more  complaints  of  deficient  guineas  were 
heard  until  the  suspension  of  cash  payments  by 
the  Bank,  in  1797.  The  total  expense,  however, 
considerably  exceeded  the  estimate.  In  1774, 
£250,000  were  granted  for  the  expenses  of  the 
recoinage;  in  1775,  £69,770;  in  1776,  £92,421 ; 
and  in  1778,  £105,227,  making  £517,320  in  all. 
Gold  being  now  the  medium  of  payment,  the 
same  phenomenon  was  exh  ibited  as  in  the  recoinage 
of  the  silver  money  in  the  reign  of  William  IIL 
The  foreign  exchanges  had  been  unfavourable  in 
consequence  of  the  deterioration  of  the  gold  coin- 
age. As  soon  as  that  was  restored  to  its  standard 
weight,  the  foreign  exchanges  became  favourable. 

207.  From  want  of  a  clear  apprehension  of 
the  great  principle  that  ^ood  and  bad  coin  cannot 
circulate  together,  but  that  the  good  will  be  ex- 
ported, Adam  Smith  has  misunderstood  the  real 
cause  of  the  drain  experienced  by  the  Bank  of 
England  during  this  period.  He  says,  ( Wealth 
ofNatiotu^  B.  11,^  C  //.,  On  Metallic  and  Paper 
money.) — ^*^  By  issuing  too  great  a  quantity  of 
paper,  of  which  the  excess  was  constantly  return- 
ing, in  order  to  be  exchanged  for  gold  and  silver, 
the  Bank  of  England  was,  for  many  years  together, 
obliged  to  coin  gold  to  the  extent  of  between 
£800,000  and  £1,000,000  a  year,  or  at  an  average, 
about  £850,000.  For  this  great  coinage,  the 
bank  (in  consequence  of  the  worn  and  degraded 
state  into  which  the  gold  coin  had  fallen  a  few 
years  ago)  was  frequently  obliged  to  purchase 
gold  bullion  at  the  high  price  of  £4  an  ounce, 
which  it  soon  after  issued  in  coin  at  £3  17s.  lO^d. 
an  ounce,  losing  in  this  manner  between  2^  ana  3 
per  cent,  upon  the  coinage  of  so  very  lar^  a  sum. 
Though  the  bank  therefore  paid  no  seignorage, 
though  the  Grovemment  was  properly  at  the  ex- 
pense of  the  coinage,  this  liberality  of  Govern- 
ment did  not  prevent  altogether  the  expense  of 
the  bank. 

^  The  Scotch  banks,  in  consequence  of  an  excess 
of  the  same  kind,  were  all  obliged  to  employ 
constantly  agents  at  London  to  collect  money  for 
them,  at  an  expense  which  was  seldom  below  1^ 
and  2  per  cent.  This  money  was  sent  down  by 
the  wagon,  and  insured  by  the  carriers  at  an 
additional  expense  of  }  per  cent.,  or  15s.  in  the 
£100.  These  agents  were  not  always  able  to 
replenish  the  cofiiers  of  their  employers  so  fast  as 
they  were  emptied.  In  this  case  the  resource  of 
the  banks  was  to  draw  upon  their  correspondents 
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in  London,  bills  of  exchange  to  the  extent  of  the 
sum  which  they  wanted.  When  these  corres- 
pondents afterwards  drew  upon  them  for  the 
payment  of  this  sum,  together  with  the  interest 
and  commission,  some  of  these  banks,  from  the 
distress  into  which  their  excessive  circulation  had 
thrown  them,  had  sometimes  no  other  means  of 
satisfying  this  draught,  but  by  drawing  a  second 
set  of  bills,  either  upon  the  same  or  upon  some 
other  correspondents  in  London,  and  the  same 
sum,  or  rather  bills  for  the  same  sum,  would  in 
this  manner  make  sometimes  more  than  two  or 
three  journeys;  the  debtor  bank  paying  always 
the  interest  and  commission  upon  the  whole 
accumulated  sum.  Even  these  Scotch  banks, 
which  never  distinguished  themselves  by  their 
extreme  imprudence,  were  sometimes  obliged  to 
emplov  this  ruinous  resource. 

*^The  gold  coin  which  was  paid  out  either  by 
the  Bank  of  England,  or  by  the  Scotch  banks,  in 
exchange  for  that  part  of  their  paper  which  was 
over  and  above  what  could  be  employed  in  the 
circulation  of  the  country,  being  Ukewise  over 
and  above  what  could  be  employed  in  that  circu- 
lation, was  sometimes  sent  abroad  in  the  shape  of 
coin,  sometimes  melted  down  and  sold  to  the 
Bank  of  England  at  the  high  price  of  £4  an  ounce. 
It  was  the  newest,  the  heaviest,  and  the  best 
pieces  only,  which  were  careftiUy  picked  out  of 
the  whole  coin,  and  either  sent  abroad,  or  melted 
down  at  home.  And  while  they  remained  in  the 
shape  of  coin,  these  heavy  pieces  were  of  no  more 
value  than  the  light ;  but  they  were  of  more  value 
abroad,  or  when  melted  down  into  bullion,  at 
home.  The  Bank  of  England,  notwithstanding 
their  great  annual  coinage,  found  to  their  astonish- 
ment, that  there  was  every  year  the  same  scarcity 
of  coin  as  there  had  been  the  year  before ;  and 
that  notwithstanding  the  great  quantity  of  good 
and  new  coin  which  was  every  year  issued  from 
the  bamk,  the  state  of  the  coin  instead  of  growing 
better  and  better,  became  eveiy  year  worse  and 
worse.  Every  year  they  found  themselves  under 
the  necessity  of  coining  nearly  the  same  quantity 
of  gold  as  tiiey  had  coined  the  year  before,  and 
from  the  continuiJ  rise  in  the  price  of  gold  bullion, 
in  consequence  of  the  continual  wearing  and 
clipping  of  the  coin,  the  expense  of  this  great 
annual  coinage  became  every  year  greater  and 
greater.  The  Bank  of  England,  it  is  to  be 
observed,  by  supplying  its  own  coffers  with  coin, 
is  indirectly  oblig^  to  supply  the  whole  king- 
dom, into  which  coin  is  continually  flowinfffrom 
these  coffers  in  a  great  variety  of  ways.  What- 
ever coin  therefore  was  wanted  to  support  this 
excessive  circulation  both  of  Scotch  and  English 
paper  money,  whatever  vacuities  this  excessive 
circulation  occasioned  in  the  necessary  coin  of 
the  kingdom,  the  Bank  of  England  was  obliged  to 
supply  them.  The  Scotch  banks,  no  doubt,  paid  all 
of  them  very  dearly  for  their  own  imprudence  and 
inattention.  But  the  Bank  of  England  paid  very 
dearly,  not  only  for  its  own  imprudence,  but  for 
the  much  greater  imprudence  of  almost  all  the 
Scotch  banks." 

208.  Whatever  may  have  been  the  case  with 
the  Scotch  banks  at  this  period,  Adam  Smith  has 
most  clearly  misunderstood  the  phenomena 
respecting  the  Bank  of  England.  There  is  no 
ground  whatever  given  for  the  assertion  that  he 
commences  with,  tiiat  the  bank  issued  too  great 
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an  excess  of  paper.  Whatever  quantity  of  paper 
it  issned,  mnch  or  little,  it  must  have  been  con- 
stantly returning  npon  it  for  payment  in  gold, 
during  such  a  state  of  the  coinage.  When  men 
could  pay  in  deficient  coin  at  its  full  nominal 
value,  and  obtain  notes  from  it  payable  on  demand 
in  full  weighted  coin,  which  might  be  immediately 
melted  down  and  resold  to  it  at  the  rate  of  £4 
per  ounce,  the  simplest  knowledge  of  economic 
science  would  shew  that  it  must  have  suffered  a 
constant  drain  of  gold,  which  must  have  gone  on 
constantly  increasing,  until  it  would  cei'tain- 
ly  in  the  end  have  caused  the  bank  to  stop 
payment.  The  lonegr  continued  the  efforts  of  the 
bank  were  to  supply  gold  coin,  the  more  surely 
was  it  bringing  on  its  own  ruin.  The  true 
explanation  of  the  phenomena  described  by  Adam 
Smith  is  to  be  found  not  in  hypothetical  excessive 
issues  of  paper  by  the  bank,  but  in  the  state  of 
the  gold  coinage. 

209.  In  1780,  all  Acts  datiuff  from  Henry 
YIII.  forbidding  the  carrying  of  the  gold  and 
silver  coin  into  Ireland,  were  repealed. 

210.  Although  the  gold  coinage  had  been 
amended,  the  silver  still  continued  in  a  very  bad 
state.  In  1787,  a  new  issue  was  begun,  but  sus- 
pended after  about  £80,000  had  been  coined.  At 
this  time  the  sixpences  were  deficient  by  about 
one-third ;  the  shillings  by  about  one-fourth ;  the 
half-crowns  by  about  one-eighth ;  and  crowns  less 
so,  and  great  quantities  of  counterfeit  copper  were 
in  circulation.  This  continued  to  get  worse,  and 
in  1796,  a  new  copper  coinage  became  neces- 
sary. In  the  following  year  the  Government 
contracted  with  the  celebrated  firm  of  Bonlton 
and  Watt,  at  Soho,  near  fiirmingham,  to  coin  500 
tons  of  copper  pennies,  each  coin  to  weigh  an 
ounce.  Many  specimens  of  this  coinage  are  still 
in  circnlation. 

211.  In  1797,  there  being  a  great  deficiency 
of  silver  money,  Spanish  dollars  were  issued  with 
a  small  stamp  on  them,  but  having  been  wrongly 
rated,  great  quantities  were  imported  and  stamped 
surreptitiously.  The  bank  then  called  them  all 
in,  and  was  obliged  to  pay  the  forged  as  well  as 
the  true  ones.  &  1798,  large  quantities  of  light 
gold  being  in  circulation,  the  bank  repeated  their 
advice  by  public  advertisement,  that  the  public 
should  weigh  each  coin  presented  to  them,  as  none 
but  money  of  full  weight  could  be  received  at  the 
bank. 

212.  On  the  lOth  of  February,  1798,  a  com- 
mittee  of  the  Privy  Council  was  appointed  to 
take  into  consideration  the  state  of  tiie  coinage, 
and  the  constitution  of  the  Mint,  and  to  report  to 
the  King  such  improvements  in  each  as  they  might 
think  desirable.  This  committee  referred  it  to  Mr. 
Henry  Cavendish,  and  Mr.  Hatchett,  to  examine 
whether  coin  made  of  soft  and  ductile  gold,  or 
of  gold  as  hard  as  is  compatible  with  the  purposes 
of  coinage,  suffers  the  most  by  wear,  and  also 
whether  coin  of  a  flat,  smooth,  and  broad  surface, 
wears  less  than  coin  which  has  protuberant  parts, 
raised  above  the  ground  of  the  pieces. 

213.  A  detailed  account  of  the  experiments 
Instituted  to  settle  these  questions  is  ^ven  in  the 
Philosophical  Transactions  for  1803.  The  experi- 
ments were  begun  in  the  latter  end  of  1798,  and 
completed  in  April,  1801.  Various  alloys  of  gold 
were  tried — with  arsenic,  antimony,  zinc,  cobalt, 
nickel,  manganese,  bismuUi,  lead,  tin,  iron,  emery. 


copper,  and  silver.  The  result  shewed  that  silver 
and  copper  were  the  only  alloys  fit  to  form  gold 
coin.  All  the  others  injured  the  ductility  of 
the  metal.  The  efifbcts  of  various  alloys  on  the 
specific  gravity  of  gold  were  very  remarkable. 
The  quantity  of  gold  being  taken  at  18  dwts. 
10  grs.,  with  1  dwt.  14  grs.  of  various  alloys, 
made  the  specific  gravity  of  the  compound  vary 
from  19.277  to  16.627.  Experiments  were  al^ 
made  to  ascertain  which  alloy  was  the  best,  and 
it  was  fully  proved  that  the  alloy  of  one-twelfth 
of  copper  was  the  best.  The  wear  also  was 
gi:eater  upon  raised  or  embossed  surfaces  than 
upon  flat  and  plain  ones. 

214.  The  Treatise  on  the  Coins  of  the  Bealm^ 
which  Lord  Liverpool  afterwards  published  in  a 
separate  form  as  a  letter  to  the  King,  was  intended 
to  be  offered  to  this  committee  as  a  draft  report. 

In  this  letter,  Lord  Liverpool,  after  stating  the 
deficient  condition  of  the  gold  money  in  1774,  and 
its  recoinage,  says  that  the  difficulty  attending 
the  improvement  of  the  silver  coin  was,  that  the 
two  metals  were  estimated  at  a  different  value  at 
the  Mint  than  they  were  generally  sold  for  in  the 
market.  That  so  long  as  this  continued,  only 
that  metal  which  is  estimated  at  the  lowest  value 
with  reference  to  the  other  would  be  brought  to 
the  Mint  to  be  coined.  A  constant  traffic  in  the 
coins  would  go  on,  greatly  to  the  loss  of  the  public, 
in  consequence  of  every  one  being  allowed  to 
bring  any  quantity  of  each  metal  to  the  Mint  to 
be  coined  free  of  expense. 

215.  Lord  Liverpool  then  enforces  the  doc* 
trine  of  Sir  William  Petty,  Locke,  Harris,  and 
other  eminent  writers,  that  the  standard  coinage 
of  the  country  should  be  made  of  one  metal 
only,  and  that  coins  of  this  metal  should  be  legal 
tender  without  limitation.  Subsidiary  coins, 
however,  might  be  made  of  other  metals  for  the 
convenience  of  traffic,  but  these  should  bel^al 
tender  only  to  a  limited  amount.  He  then  gives 
a  sketch  of  the  history  of  the  coinage  of  the 
country,  with  the  different  relative  values  of  gold 
and  silver.  Locke  had  recommended  silver  as 
the  le^  standard,  but  Lord  Liverpool  explained 
the  circumstances  which  had  caused  gold  to  be- 
come in  common  usa^  the  standard  of  payment 
during  the  preceding  century.  He  says,  that 
since  1717  to  the  end  of  the  century,  no  more  than 
£584,764  17s.  5^.  in  tale  of  silver  had  been 
coined,  and  from  1760  to  1800,  a  period  of  40 
years,  not  more  than  £63,983  15s.  5d. 

216.  He  recommended  that  gold  should  be 
made  the  standard  metal  of  coinage,  with  silver 
and  copper  as  subsidiary  ones.  That  the  ^Id 
coinage  should  be  legal  tender  to  an  unlimited 
amount,  and  silver  only  for  all  sums  below  the 

§old  unit.  Similarly  copper  should  be  legal  ten- 
er  for  sums  only  below  the  silver  unit.  The 
charge  of  workmanship  should  be  taken  out  of  the 
inferior  coins,  because  they  would  pass  in  pay- 
ment at  their  nominal  rate,  or  value,  provided 
their  value  in  metal  and  workmanship  was  equal 
to  such  nominal  value.  By  taking  the  charge  of 
workmanship  out  of  these  silver  coins  they  would 
be  retained  in  the  country  for  the  purposes  of  in- 
ternal traffic,  for  no  foreign  merchant  would  take 
his  balance  in  such  coins  in  payment  of  any  sum 
greater  than  they  were  made  legal  tender  for,  as 
their  value  in  foreign  countries  would  be  less  thim 
their  nominal  value.    There  could  be  no  conflict 
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between  coins  made  of  different  metals,  nor  wonld 
they  be  melted  down  for  the  purpose  of  being  con- 
verted into  plate,  as  had  frequently  happened 
during  the  course  of  the  last  century,  whenever 
the  price  of  either  gold  or  silver  bullion  in  the 
market  rose  above  the  Mint  price. 

217.  This  we  may  observe  would  be  true  only 
as  long  aa  the  difference  in  the  market  values  of 
the  two  metals  did  not  become  greater  than  the 
sum  charged  for  the  workmanship  of  the  silver 
coinage.  If,  for  instance,  the  value  of  go\df  as 
metal,  were  to  fall  in  comparison  to  that  of  silver, 
to  an  extent  greater  than  6  per  cent.,  which  is  as 
nearly  as  possible  the  difference  between  the  mar- 
ket value  of  the  silver  and  the  nominal  value  of 
the  silver  coinage,  the  same  phenomena  would 
reappear,  and  demand  a  further  reduction  of  the 
quantity  of  silver  in  the  shilling. 

218.  Lord  Liverpool  then  gives  some  notions 
on  the  paper  currency,  which  ino  have  considered 
under  the  word  Cukrbnct,  and  many  other  most 
valuable  and  interesting  details  relating  to  the 
coinage. 

By  experiments,  it  was  found  that  the  deprecia- 
tion of  the  coinage  by  wear  and  tear  had  consider- 
ably increased  since  1787.  The  deficiency  in  the 
crown  pieces  now  amounted  to  about  3^  per  cent. ; 
in  the  half-crowns  to  about  11  per  cent.;  in  the 
shillings  to  about  30  per  cent. ;  and  in  the  six- 
pences to  about  42  per  cent.  Acts  were  passed, 
statutes  1798,  c.  59  and  1799,  c.  75,  to  prohibit  the 
importation  of  light  silver  coin  of  the  realm. 
The  bank  again  found  it  necessary  to  caution  the 
public  against  light  gold,  and  to  weigh  all  that 
was  offered  in  payment,  in  consequence  of  the  de- 
preciated state  of  the  coinage. 

The  Bank  of  England  had  issued  Spanish  dol- 
lars stamped  with  a  small  kmg*8  head,  at  some- 
what above  their  market  value,  in  consequence  of 
which  numbers  were  imported,  and  the  stamp 
counterfeited.  'In  1 804,  they  tried  another  device, 
but  this  was  easily  forged,  and  they  attempted  to 
withdraw  these  dollars  from  circulation,  but  great 
difficulty  arose  from  the  clerks  not  being  able  to 
distinguish  the  true  frt>m  the  false.  N^,  even 
the  clerks  at  the  Mint  and  the  bank  differed  in 
their  opinion  as  to  which  were  forged  and  which 
were  genuine.  A  new  issue  was  made,  stamped 
at  Mr.  Bou]ton*B  mint. 

219.  In  1809  and  1810,  the  gigantic  commer- 
cial speculations  which  were  set  afloat,  and  greatly 
fostered  by  the  extravagant  issues  of  the  Bank  of 
Enghmd  and  the  country  banks,  produced  that 
sudden  rise  in  the  market,  or  paper,  price  of  gold, 
and  the  disappearance  of  guineas,  which  gave  rise 
to  the  appointment  of  the  Bullion  Committee,  and 
the  famous  report  which  produced  such  interesting 
discussions  in  1811.  A  full  analysis  of  the  report 
is  given  under  Bullion  Rbpobt. 

220.  Few  men  of  common  sense  can  read  these 
debates,  and  think  upon  the  vote  of  the  House  of 
Commons  now  without  shame.  To  the  best  of  our 
belief  it  stands  unique  in  the  annals  of  legislative 
folly.  Other  legislatures  have  made  severe  Uws 
and  enacted  cruel  punishments  against  those  who 
made  a  difference  between  paper  and  gold,  but 
not  one  that  we  are  aware  of,  ever  came  to  the 
solemn  resolution  that  a  £1  note  and  one  shilling 
were  the  same  thing  as  a  £1  note  and  seven 
shillings. 

221.  On  the  6th  of  May,  1811,  Mr.  Homer 


opened  the  debate  on  the  Bullion  Eeport,  in  a 
speech  which  raised  him  to  the  greatest  eminence 
in  public  estimation.  It  abounded  in  valuable 
details,  though  not  free  from  some  errors.  He 
concluded  by  moving  the  following  resolutions: — 

1 .  **  That  the  only  money  which  can  be  legally 
tendered  in  Great  Britain,  for  any  sum  above  12 
pence  in  the  whole,  is  made  either  of  gold  or 
silver ;  and  that  tlie  weight,  standard,  or  denom- 
ination, at  which  any  such  money  is  authorized  to 
pass  current,  is  fixed  under  His  Majesty's  prero- 
gative, according  to  law. 

2.  "  That  since  the  43rd  year  of  the  reign  of 
Queen  Elizabeth,  the  Indentures  of  His  Majesty's 
Mint  have  uniformly  directed  that  all  silver  used 
for  coin  should  consist  of  1 1  oz.  2  dwtB.  of  fine 
silver,  and  18  dwts.  of  alloy  in  each  pound  troy ; 
and  that  the  said  pound  troy  should  be  divided 
into  62  shillings,  or  into  other  coins  in  that  pro- 
portion. 

3.  "That  since  the  15th  year  of  the  reien  of 
King  Charles  the  Second,  the  Indentures  of  His 
Majesty's  Mint  have  uniformly  directed  that  all 
gold  used  for  coin  should  consist  of  11  oz.  of  pure 
gold,  and  1  oz.  of  alloy  in  each  pound  troy ;  and 
that  the  said  pound  troy  should  be  divided  and 
coined  into  44  ^ineas  and  one  half  guinea,  or 
into  other  coins  m  that  proportion. 

4.  "  That  b^  a  proclamation  of  the  4th  year 
of  the  reign  of  King  George  the  First,  it  was 
ordered  and  directed,  that  guineas  and  the  several 
other  gold  coins  therein  named,  should  be  current 
at  the  rates  and  values  then  set  upon  them ;  viz., 
the  guinea  at  the  rate  of  21  shillings,  and  other 
gold  coins  in  the  same  proportion;  thereby 
establishing,  that  the  gold  and  silver  coins  of  the 
realm  shomd  be  a  legal  tender  in  aU  money  pay- 
ments, and  a  standard  measure  for  ascertaining 
the  value  of  all  contracts  for  the  payment  of 
money,  in  the  relative  porportion  of  15  j^~  pounds 

weight  of  sterling  silver  to  one  pound  of  sterling 
gold. 

5.  **  That  by  a  statute  of  the  14th  year  of  the 
reiffu  of  His  present  Majesty,  subsequently  revived, 
and  made  perpetual  by  a  statute  of  the  39th  year  of 
his  reign,  it  is  enacted,  that  no  tender  of  payment 
in  money  made  in  the  silver  coin  of  this  realm  of 
any  sum  exceeding  the  sum  of  £25,  at  any  one 
time,  shall  be  reputed  in  law,  or  allowed  to  be 
legal  tender  within  Great  Britain  or  Ireland,  for 
more  than  according  to  its  value  bv  weight,  after 
the  rate  of  5s.  2d.  for  each  ounce  of  silver. 

6.  *'That  by  a  proclamation  of  the  16th  year 
of  the  reign  of  his  present  Majesty,  confirmed  by 
several  subsequent  proclamations,  it  was  ordered 
and  directed  that  if  the  weight  of  any  guinea  shall 
be  less  than  5  dwts.  8  grs.,  such  guinea  shsdl  cease 
to  be  a  legal  tender  for  the  payment  of  any  money 
within  Great  Britain  or  Ireland,  and  so  in  the 
same  proportion  for  any  other  gold  coin. 

7  ^*'  That  under  these  laws  (which  constitute 
the  established  policy  of  thi$  realm  in  regard  to 
money,^  no  contract  or  undertdcing  for  the  pay- 
ment 01  money  stipulated  to  be  paid  in  pounds 
sterling,  or  in  good  and  lawful  money  of  Great 
Britain,  can  be  legally  satisfied  and  dischar^  in 
gold  coin,  unless  the  coin  tendered  shall  weigh  in 
the  nroportion  of  20-21  parts  of  5  dwts.  8  grs. 
standard  gold  for  each  pound  sterling  specified  in 
the  said  contract ;  nor  in  silver  coin,  for  a  sum  ex- 
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ceeding  £25,  unless  snch  coin  shall  weigh  in  the 
proportion  of  20-62  of  a  pound  troy  'of  standard 
silver,  for  each  pound  sterling  specified  in  the 
contract. 

8.  "  That  the  promissory  notes  of  the  Bank  of 
England  are  stipulations  to  pay,  on  demand,  the 
sum  in  pounds  sterling  respectively  specified  in 
each  of  the  said  notes. 

9.  •*  That  when  it  was  enacted  by  the  authority 
of  Parliament,  that  the  payment  of  the  promissory 
notes  of  the  Bank  of  England  in  cash,  should,  for 
a  time,  be  suspended,  it  was  not  the  intention  of 
Parliament  that  any  alteration  whatsoever  should 
take  place  in  the  value  of  such  promissory  notes. 

10.  *'  That  it  appears  that  the  actual  value  of 
the  promissory  notes  of  the  Bank  of  England 
(measuring  such  value  by  weight  of  standard  gold 
and  silver  as  aforesaid)  has  been  for  a  considerable 
period  of  time»  and  still  is,  considerably  less  than 
what  is  established  by  the  laws  of  the  realm  to  be 
the  legal  tender  in  payment  of  any  money  contract 
or  stipulation. 

11.  '^  That  the  fall  which  has  thus  taken  place 
in  the  value  of  the  promissory  notes  of  the  Bank 
of  England,  and  in  that  of  the  country  bank  paper, 
which  ia  exchangeable  for  it,  has  been  occasioned 
by  too  abundant  issue  of  paper  currency,  both  by 
the  Bank  of  England  and  by  the  country  banks ; 
and  that  this  excess  has  originated  from  the  want 
of  that  check  and  control  on  the  issues  of  the 
Bank  of  England,  which  existed  before  the  sus- 
pension of  cash  payments. 

12.  "  That  it  appears  that  the  exchanges  with 
foreign  parts  have,  for  a  considerable  period  of 
time,  been  unfavourable  to  this  country  in  an  ex- 
traordinary degree. 

1 3.  *'  That,  although  the  adverse  circumstances 
of  our  trade,  together  with  the  large  amount  of 
our  military  expenditure  abroad,  may  have  con- 
tributed to  render  our  exchanges  with  the  conti- 
nent of  Europe  unfavourable,  yet  the  extraordinary 
degree  in  wMch  the  exchanges  have  been  depressed 
for  so  long  a  period,  has  been,  in  a  great  measure, 
occasioned  by  the  depreciation  which  has  taken 
place  in  the  relative  value  of  the  currency  of  this 
country,  as  compared  with  the  money  of  foreign 
countries. 

14.  ^^That  during  the  continuance  of  the  sus- 
pension of  cash  payments,  it  is  the  duty  of  the 
Directors  of  the  Bank  of  England  to'  advert  to 
the  state  of  the  foreign  exchanges,  as  well  as  to 
the  price  of  bullion,  with  a  view  to  regulate  the 
amount  of  their  issues. 

15.  *'  That  the  only  certain  and  adequate  secu- 
rity to  be  provided  against  an  excess  of  paper 
currency,  and  for  maintaining  the  relative  value 
of  the  circulating  medium  of  the  realm,  is  the  legal 
convertibility  on  demand  of  all  paper  currency 
into  law^l  coin  of  the  realm. 

16.  *'  That  in  order  to  revert  gradually  to  this 
security,  and  to  enforce  meanwhile  a  due  limita- 
tion of  the  paper  of  the  Bank  of  England,  as  well 
as  of  all  the  other  bank  paper  of  the  country,  it 
is  expedient  to  amend  the  Act  which  suspends  the 
cash  payments  of  the  bank,  by  altering  the  time 
till  which  the  suspension  shall  continue,  from  six 
months  after  the  ratification  of  a  definitive  treaty 
of  peace,  to  that  of  two  years  from  the  present 
time." 

222.  One  would  imagine  that  the  first  15  of 
these  resolutions  are  so  perfectly  conformable  to 


the  facta,  which  were  patent  to  all  the  world,  that 
it  would  have  been  impossible  to  controvert  them. 
It  may,  therefore,  excite  omr  curiosity  to  know 
what  were  the  arguments  alleged  against  them. 
It  was  this,  that  there  never  was  any  standard 
legal  weight  of  the  coinage  at  all  I  Mr.  Yan- 
sittart  said  {Hans :  Pari.  Deb.  Vol  XIX.  p.  924- 
5  J — ^*  We  are  told  that  our  standard  is  changed 
or  lost,  and  triumphantly  asked,  where  shall  we 
now  find  it  f  One  should  suppose  the  standard 
was  something  visible  and  tangible,  which  had 
been  accidentally  mislaid,  and  that  we  ought  to 
ofier  a  reward  for  bringing  it  back  again.  Bat 
I  affirm  that  a  standard,  in  the  sense  used  by 
these  gentlemen,  namely,  a  fired  and  invariahle 
weight  of  the  precious  metaU^  as  a  measure  ofvcdue^ 
never  existed  in  this  country.'*  The  mode  in  which 
he  proved  this  astounding  assertion  was,  that  a 
debt  of  £25  might  be  legally  paid  in  crowns,  half- 
crowns,  shillings  .or  sixpences,  each  species  of 
coin  being  of  a  different  degree  of  deterioration, 
and  therefore  the  quantity  of  each  necessary  to 
discharge  the  debt  being  of  different  weights. 
And  which  of  these,  he  asked,  was  the  true  stan- 
dard f  He  said  that  he  did  not  conceive  him- 
self "^  bound  either  to  admit  or  to  deny  that  bank 
notes  have  lost  a  value  which  they  never  possessed, 
and  which  the  legal  coin  of  the  country  never 
possessed,  namely,  a  value  estimated  by  a  fixed 
weight  of  gold  or  silver  bullion.  They  never  had 
any  other  tiian  a  current  value  founded  on  the 
public  confidence  in  the  bank,  and  this  value,  I 
firmly  believe,  they  possess  as  much  as  ever.** 
Mr.  Horner's  first  resolution  was  negatived  by  a 
majority  of  151  to  75 ;  the  14  following  ones  were 
negatived  without  a  division,  and  the  last  was 
rejected  by  180  to  45. 

223.  The  government,  if  they  had  been  wise, 
would  have  been  satisfied  with  their  triumph. 
But  not  content  with  that  they  moved  a  series  of 
counter  resolutions.  But  as  the  voice  of  every 
competent  jud^e  since  that  time  has  condemned 
them,  and  Parliament  itself  a  very  few  years  after- 
wards reversed  them,  we  need  not  encumber  our 
pages  with  them.  The  third  only  may  be  qnoted. 
— *^  That  the  promissory  notes  of  the  said  company 
(i.e.  the  bank)  have  hitherto  been,  and  are  at  this 
time,  held  in  public  estimation  to  be  equivalent 
to  the  legal  coin  of  the  realm,  and  generally  ac- 
cepted as  such  in  all  pecuniary  transactions  to 
which  such  coin  is  legally  applicable.** 

224.  Mr.  Canning  poured  forth  upon  this 
resolution  all  the  powers  of  his  sarcasm  and  wit. 
Many  members  had  shown  that  it  was  a  notorious 
falsehood  that  bank  notes  and  guineas  were  equal 
in  public  estimation.  From  their  own  knowledge 
they  stated  that  a  £1  bank  note,  and  firom  5s.  to 
7s.  in  silver,  were  given  for  a  guinea,  and  that 
there  were  two  prices  for  things,  according  as  they 
were  paid  for  in  guineas  or  bank  notes.  He 
shewed  that  such  a  resolution  was  as  futile  as  the 
dogma  of  the  Inquisition  against  the  discoveries 
of  Galileo.  He  said  that  those  reverend  fathers, 
indeed,  had  the  advantage  of  being  able  to  call 
in  the  aid  of  the  secular  arm  to  enforce  the 
acceptance  of  their  doctrines,  and  he  feared 
that  the  advocates  of  that  resolution  had  some 
thoughts  of  employing  similar  means  of  prose- 
lytism.  There  was  something  ominous  in  that 
mixture  of  law  and  opinion  th^  pervaded  the  re- 
solution.   The  business  of  the  law  was  with  con- 
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dact ;  but  when  it  was  put  forward  to  influence 
opinion,  pains  and  penalties  were  not  far  behind. 
Some  convictions  had  recently  taken  place  nnder 
a  law  passed  in  a  period  of  monetary  conyolsion, 
in  the  reign  of  Edward  VT.,  when  the  coin  had 
been  debued  upwards  of  200  per  cent,  in  the 
space  of  three  years,  and  when,  consequently, 
merchants  and  traders  had  increased  the  prices  of 
all  their  commodities  in  a  similar  proportion.  To 
counteract  this,  laws  were  passed  relating  the 
prices  of  all  things,  and  inflicting  penalties  on 
those  who  should  exchange  any  coined  gold,  or 
silver,  at  a  greater  value  than  the  kind's  procla- 
mation had  (nrdered  it  to  be  current  for.  Such 
was  the  law  now  brou^t  forward  for  use  at  the 
present  time.  Bad,  however,  as  it  was,  it  was 
not  so  absurd  as  to  declare  the  state  of  public 
opinion.  To  find  the  most  approved  method  of 
applying  the  operation  of  Jaw  to  the  reformation 
of  speculative  opinion,  we  must  descend  a  few 
years  later,  from  the  reign  of  Edward  the  YI.,  to 
that  of  Mary. 

225.  Even  in  such  times,  however,  there  were 
Bome  shrewder  spirits,  who  saw  the  errors  into 
which  the  English  government  was  running,  and 
determined  to  guard  against  their  effects  in  their 
own  case.  In  1529,  Gavin  Dunbar,  Bishop  of 
Aberdeen,  in  a  contract  with  William  Sutherland, 
of  Duffns,  stipulated  that  if  it  should  happen  that 
the  money  of  Scotland,  or  of  anv  other  kingdom 
which  passes  in  Scotland,  be  raised  to  a  higher 
price  than  it  is  now  taken  in  payment  for,  "vdiereby 
the  reverend  father,  his  heirs  or  assigns,  be  made 
poorer  or  in  worse  condition,  he,  the  said  William 
Sutherland,  should  pay  to  the  possessors  (who- 
ever thcnr  may  be)  of  the  annual  rent  reserved 
therein,  for  every  mark  of  32  pennies,  one  ounce 
of  pure  silver  of  a  certain  fineness,  or  else  its 
true  value  in  the  usual  money  of  the  kingdom  of 
Scotland."  If  the  doctrines  of  the  third  resolu- 
tion wexe  sanctioned  by  Parliament,  it  required 
no  great  sagacity  to  foresee  that  men  would  ere 
long  seek  to  guard  themselves  against  the  effect  of 
such  a  system,  by  resorting  to  contracts  of  a 
similar  nature. 

Notwithstanding  all  the  arguments  againet  it, 
the  resolution  was  carried  by  76  to  24,  and  all 
amendments  to  the  government  resolution  were 
negatived.  The  paper  currency  became  still 
more  rapidly  depreciated,  as  may  be  seen  by  the 
table  appended  to  the  article  Cubbengt,  Fapbb, 
until  the  great  mercantile  catastrophes  of  1815 
and  1816,  when  by  the  destruction  of  many 
country  banks,  and  the  removal  of  their  worthless 
paper,  the  value  of  the  remainder  was  raised 
almost  topar. 

226.  We  have  been  led  to  notice  here  what 
some  might  think  perhaps  more  properly  belonged 
to  paper  currency,  because  the  bank  notes  were, 
in  fact,  during  this  period,  substantially  a  portion 
of  the  coinage.  Upon  looking  back  to  that  dark 
era,  we  can  now  scarcely  credit  the  palpable 
fidlacies  which  deceived  so  many  men.  And  yet 
when  we  have  seen  that  the  rise  of  the  market 
price  of  bullion,  and  a  fall  of  the  foreign  exchanges 
from  a  depreciated  currencv,  were  so  well  under- 
stood by  the  merchants  and  statesmen  of  1696-97, 
and  the  Economists  of  the  last  century,  it  may  be 
interesting  to  inquire  what  was  the  fallacy  which 
80  long  imposed  upon  men  of  undoubted  ability, 
and  who  held  their  convictions  in  perfect  good 
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faith  ?  What  was  the  cause  of  the  great  degene- 
racy in  sound  doctrine  between  1696  and  1811, 
so  that  it  became  necessary  to  argue  the  question 
from  its  very  foundations  P  It  was  this,  that  the 
men  of  1696  could  see  that  the  coinage  did  not 
contain  much  more  than  half  its  proper  weight  of 
bullion.  But  the  men  of  1811  &iled  to  see  that 
the  bank  note  could  only  preserve  its  value  by 
maintaining  a  certain  proportion  with  the  metallic 
currencj^.  That  an  excess  of  the  ^fuaniUif  of  the 
notes  diminished  their  value  relatively  to  gold, 
and  that  this  diminution  in  the  value  of  the 
promise  compared  to  what  it  professed  to  repre- 
sent, was  exactly  identical  in  principle  with  a 
debasement  of  the  coinage  b^  allo^,  or  a  depre- 
ciation of  it  from  deficiency  m  weight  of  bulHon. 
When  bank  notes  became  the  measure  of  value, 
it  was  imperatively  necessary  that  the^  should  be 
able  to  purchase  in  the  market  the  weight  of  bul- 
lion they  professed  to  represent.  When  bullion 
rose  to  £5  lOs.,  when  bought  in  bank  notes,  they 
were  exactly  in  the  same  predicament  as  the 
coinage  was  under  William  III.,  when  it  had  lost 
25  per  cent,  of  its  weight.  Guineas  rose  to  30^., 
because  the  silver  coinage  was  deficient  about  30 
per  cent,  in  weight.  The  diminution  in  the 
weight  of  the  coinage  was  palpable  to  the  senses; 
the  diminution  in  the  value  of  the  *^  promise  to 
pay**  was  only  perceptible  to  the  eye  of  reason  and 
intelligence,  and  long  escaped  the  observation  of 
men  who  conscientiously  disbelieved  it. 

227.  This,  to  a  certain  extent,  might  be  ex- 
cusable. But  what  was  utterly  inexcusable,  was 
the  astonishing  assertion  that  there  never  had  been 
in  the  country  a  certain  legal  measure  of  value 
of  a  certain  weight  of  bullion.  There  were 
abundance  of  laws  to  disprove  this.  The  doc- 
trine they  maintained  was,  that  it  was  the  stamp 
alone  which  gave  the  money  value,  and  that  the 
quantity  of  bullion  in  it  was  wholly  immaterial. 
Consequently  they  drew  the  conclusion  that  if  a 
piece  of  paper  had  the  word  "  pound  **  written 
on  it,  it  could  not  be  depreciated.  It  is  scarcely 
worth  while,  however,  to  argue  more  about  what  ^ 
not  one  sane  man  now  believes  in. 

228.  Immediately  after  the  cessation  of  the 
war,  the  government  took  in  hand  the  great  work 
of  a  complete  recoinage.  The  great  principle  so 
earnestly  enforced  by  Locke,  of  having  only  one 
metal  as  a  standard  measure  of  value,  was  at 
length  adopted.  During  the  course  of  the  last 
century,  merchants  had  universally  adopted  the 
custom  of  paying  their  debts  m  gold,  because,  from 
the  misrating  of  the  Mint,  it  was  the  cheapest 
medium  of  payment.  All  contracts  had  conse- 
quently come  to  be  considered  as  payable  in  gold, 
and  this  was  now  adopted  as  the  sole  legal  tender. 
At  the  end  of  the  18th  century  the  relative  value 
of  gold  and  silver  had  undergone  a  perceptible 
change  in  the  markets  of  the  world.  Hence,  the 
valuation  that  had  been  made  of  the  two  metals 
in  1717,  no  longer  corresponded  to  the  market 
value  of  the  two  metals,  and  if  a  silver  coinage 
had  been  issued  of  the  former  denomination  and 
weight,  the  very  same  effects  would  have  followed 
which  had  been  so  often  experienced  before.  It 
would  immediately  have  disappeared  from  circu- 
lation. In  order  to  guard  against  this,  the  power 
of  private  persons  to  have  silver  coined  was  taken 
away,  and  the  pound  weight  of  silver  was  ordered 
to  be  cut  into  66  shillmgs  instead  of  62.    But  of 
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these,'  four  are  kept  back  for  expenses  of  coinage, 
und  by  way  of  seignorage,  and  only  62  are  issued, 
but  they  are  declared  to  be  equal  to  £3  2s.  in  tale. 
The  result  of  this  is>  that  the  present  shillings 
pass  current  for  rather  more  than  6  per  cent, 
above  their  real  value.    In  order  to  prevent  any 
injustice  to  individuals  from  this  depreciation  of 
the  coinage,  it  was  enacted  that  no  tender  of  pay- 
ment in  silver  above  406.  at  any  one  time  should 
be  legal,  either  by  tale  or  by  weight.    This 
arrangement  of  the  English  coinage  has  this  great 
merit,  that  it  allows  a  very  considerable  change 
to  take  place  in  the  market  value  of  gold  and 
silver  without  causing  any  disturbance  in  the 
currency.    In  France,  where  silver  is  the  legal 
tender  of  the  state,  gold  and  silver  are  coined 
according  to  their  relative  market  value,  and  in 
consequence  of  the  prodigious  supplies  of  gold 
from  Australia  and  California,  silver  has  nearly 
disappeared  from  circulation.    Gold  has  almost 
entirely  superseded  silver  in  France,  for  exactly 
the  same  reason  as  it  did  in  England  in  the  reign 
of  William  III.  and  during  the  18th  century, 
namely,  that  it  was  overrated  int^mparlson  to 
silver.    This  cannot  take  place  in  England  until 
the  difference  in  their  relative  values  exceeds  the 
artificial  difference  in  the  English  coinage.    The 
amazing  quantities  of  gold  poured  into  Europe, 
greater  than  had  ever  before  occurred  in  so  short 
a  time,  created  great  apprehensions  in  many  per- 
sons minds  that  gold  was  going  to  undergo  a  rapid 
diminution  in  value,  similar  to  what  had  happened 
in  the  16th  century.    If  this  were  the  case,  it 
would  become  necessary  to  consider  what  should 
be  done  with  the  British  coinage.    It  is  not  likely 
that  Parliament  would  ever  sanction  any  altera- 
tion in  the  weight  of  the  measure  of  value,  or  in 
other  words,  alter  the  mint  price  of  gold.    If 
such  a  diminution  in  the  value  of  gold  should 
take  place,  of  which  there  does  not  appear,  as  far 
as  can  be  conjectured  on  so  doubtful  a  point, 
any  very  great  likelihood,    the  probable   plan 
adopted  would  be  to  diminish  the  weight  of  the 
shilling  to  the  70th  part  of  the  pound. 

229.  The  last  coinage  of  guineas  took  place  in 
1813.  We  have  seen  Siat  when  they  were  first 
coined,  they  were  intended  to  be  equivalent  to 
203.  in  silver,  or  a  pound,  and  it  was  owing  to  an 
error  in  their  rating  that  they  passed  for  21s.  On 
the  1st  July,  1817,  a  new  gold  coin  was  made 
current  by  proclamation  of  the  value  of  20s., 
which  was  ordered  to  be  called  a  sovereign,  in 
imitation  of  the  coin  of  that  name  by  Henry 
VI 1.  It  was  ordered  to  be  of  the  weight  of  5 
dwts ,  3.274  grains  of  standard  gold.  And  thus 
it  has  become  the  British  pound.  When  persons 
ask, — What  is  a  pound?  the  answer  is  very 
simple.  It  is  5  dwts.  3  274  grains  of  gold,  22 
carats  fine,  and  2  carats  alloy.  A  bank  note 
that  promises  to  pay  so  many  pounds,  is  a 
promise  to  pay  so  many  multiples  of  that  unit, 
and  nothing  else.  Since  this  last  reformation  of 
the  coinage,  no  alteration  that  requires  notice  has 
been  introdu'ced  except  the  striking  of  2s.  pieces, 
called  florins,  to  pave  the  way  for  the  decimal 
division  of  the  currency.  But  a  change  of  this 
magnitude,  enlisting  no  party  passions  in  its 
favour,  however  beneficial  it  might  ultimately  be, 
involving  as  it  would  a  temporary  derangement  in 
affairs  of  such  magnitude,  will  not  be  easily 
effected  in  this  country.  The  utility  of  the  change 


has  been  much  contested  by  high  mercantile 
authorities ;  and  what  will  still  more  impede,  if 
possible,  its  introduction,  is  that  its  supporters  are 
by  no  means  unanimous  in  the  plans  they  recom- 
mend. (CoiNAOB,  Decimal.)  iSo  what  between 
strong  opposition  from  opponents,  and  divided 
councils  among  its  supporters,  the  adoption  of  this 
change  will  most  probably  be  postponed  for  a  very 
long  period,  if  ever  adopted  at  all. 

An  historical  account  of  English  monev,  from 
the  Conquest  to  the  present  time.     By   Stephen 
Martin  Leake,  Clarenceux  King  of  Arms.  Lon- 
don, 1725,  1745. 
A    view  of  the   gold    coin   and   coinage   of 

England^  from  Henry  IIL  to  the  present  time. 

By  T.  Snelling.    London,  1763. 

Tables  of  English  silver  and  gold  coins.    By 

Martin  Folkes.     Reprinted  by  the  Society  of 

Antiquaries.    London,  1763. 

Annals  of  the  Coinage  of  Great  Britain,  and 

its  dependencies:    By  the  Kev.  Bogers  finding, 

London,  (3rd  edit.)  1840. 

The  silver  coins  of  England.     By  Edward 

Hawkins,  F.R.S.,  &c.    Keeper  of  Antiquities  in 

British  Museum.    London,  1841. 

On  the  Coinage  of  Scotiand. 

230.  Great  obscurity  envelops  the  origin  of 
the  Scottish  coinage.  The  latest  writer  on  the 
subject,  Mr.  Lindsay,  states  that  he  is  in  possess- 
ion of  three  coins  found  about  the  year  1842,  in 
Ireland,  which  he  thinks  are  in  all  probability  to 
be  attributed  to  Somerled,  the  famous  king  of  the 
Western  I^ands,  contemporary  with  Ethelred  II. 

231.  No  coin  had  hitherto  been  certainly 
known  to  exist  of  any  prince  on  the  mainland 
before  William  the  Lion,  but  the  last  mentioned 
writer  says  that  there  is  one  now  existing,  which 
may  with  confidence  be  referred  to  Malcolm  III., 
(1056).  He  has  also  appropriated  several  to 
Alexander  I.,  (1107);  and  he  says  that  several 
specimens  of  those  of  David  I.  (1124,)  exist, 
weighing  from  20  to  23  grs.  It  is  doubtful 
whether  any  of  Malcolm  IV .  (1153,)  exist.  Some 
of  William  the  Lion  were  known  to  exist  pre- 
viously, but  in  1780,  a  workman  digging  a 
foundation  to  enlarge  the  church  of  Dyke,  near 
Inverness,  came  upon  a  veiy  large  quantity  of 
them.  With  the  assistance  of  his  wife  he  managed 
to  secure  the  whole  of  them,  and  soon  became  a 
considerable  farmer.  Great  numbers  of  the  coins 
were  melted  by  the  silversmiths,  but  consider- 
able numbers  were  rescued.  They  weigh  from  21 
to  23  grs. 

232.  There  is  nothing  of  an  economical  interest 
to  detain  us  in  regard  to  the  coinage  of  Alexander 
II.,  (1214,)  or  Alexander  III.,  (1249,)  or  Baliol, 
( 1 292.)  Although  numiBmatists  have  been  some- 
what perplexed  to  arrange  them,  they  all  main- 
tained the  proper  standard  of  weight  and  fineness. 
Edward  I.,  in  1300,  was  the  first  to  set  the  bad 
example  of  diminishing  the  weight  of  the  English 
coinage,  and  Robert  Bruce  followed  it  in  Scotland. 
How  much  he  diminished  them  is  not  certain,  as 
specimens  of  different  weights  exist.  Thev  were 
now  about  21  to  19  grs.  He  also  coined  half- 
penn  ies  and  farthings.  The  pound  tale  thus  began 
to  vary  from  the  pound  weight.  He  coined  252 
pennies  out  of  the  pound  weight.  David  IL 
(1329,)  still  further  reduced  the  weight  of  the 
coins.    He  coined  pennies,  half-pennies  and  far* 
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things.  He  also  introdaced  groats,  and  half-groats 
in  imitation  of  the  English  Coinage.  The  groats 
weighed  72  grs.  In  1 366,  the  money  was  ordered 
to  l^  of  the  weight  and  fineness  of  English  money, 
which  made  25s.  to  the  pound  weight.  In  1367, 
however,  the  standard  was  reduced  to  20s.  4d. 
the  ponnd  weight,  which  made  the  groat  61  grs. 
He  also  coined  gold  pieces  in  imitation  of  the 
nobles  which  were  recently  introdaced  into 
£ngland. 

23d.  Robert  n.  (1371,)  at  first  continued  the 
coinage  at  the  same  weight  as  he  found  it.  But 
it  was  soon  depreciated.  In  1373,  the  Commons 
of  England  petitioned  that  the  four-pence  Scotch 
ehonld  go  for  no  more  than  three-pence  English. 
In  1382,  it  was  so  depreciated  that  the  English 
Statute  of  that  year  ordered  that  all  Scotch  and 
foreign  money  should  only  pass  as  bullion. 

In  1385,  it  was  ordered  that  the  noble  of  gold 
shonld  be  current  for  7s.  8d. ;  the  scutum  or  ecu 
of  France  for  47d. ;  the  franc  for  42d. ;  the  ecu 
of  Flanders  for  47^. ;  and  the  mouton  of  France? 
for  50d. 

234.  Robert  HI.  (1 390,)  caused  an  important 
Act  to  be  passed  regarding  the  coinage.  In  1393, 
it  was  enacted  that  the  money  of  gold  and  silver  ^ 
should  be  coined  by  Bonachius,  of  Florence. 
That  out  of  6'  ounces  of  pure  silver,  troy,  21 
shillings  shonld  be  made.  This  was  the  first  Act 
ordering  a  gold  coinage.  It  ordered  that  a  /ton, 
or  St,  Andrewj  should  be  coined  to  be  current  at 
5s.  The  noble  of  good  gold  and  good  weight  was 
to  be  current  at  9s.  6d. ;  and  the  Flemish  noble  at 
98.  6d.,  and  no  other  nobles  to  be  current.  The 
scutum  was  reduced  to  4s.  The  weight  of  the 
St.  Andrews  was  about  60  grs. 

235.  The  Scotch  money  had  now  become 
greatly  more  degraded  than  the  English.  The 
groats  of  Robert  lU.  seldom  exceed  45  grs.  and 
are  often  less  than  40,  while  those  of  England 
were  still  72.  In  consequence  of  this  the  Scotch 
money  was  reduced  to  half  its  nominal  value  in 
England. 

236.  During  the  captivity  of  James  I.  Q406- 
1424)  the  coinage  was  still  further  diminished, 
the  groat  now  weighed  only  from  30  to  36  grs. 
In  1424,  Parliament  desired  the  King  to  mend  his 
money,  when  he  thought  fit,  and  to  strike  it  of 
the  same  weight  and  fiieness  as  that  of  England. 
Of  course  this  was  never  done.  About  38  lbs. 
weight  of  gold  was  coined. 

237.  In  the  reign  of  James  U.  (1438,)  there 
was  great  confusion  of  the  coinage.  Not  only  the 
weights  of  the  coin  were  altered,  but  their  de- 
nominations. In  1451,  an  Act  directed  a  new 
coinage  to  be  struck  equal  in  weight  to  that  of 
England,  at  the  rate  of  eight  groats  to  the  ounce. 
Each  new  groat  should  pass  for  eight-pence,  with 
half-groats,  pennies,  half-pennies,  and  farthings, 
in  proportion.  The  English  groat  was  to  pass  at 
a  similar  value.  The  gold  lions  were  to  be  of  the 
same  weight  as  the  half-nobles,  and  pass  for 
6s.  8d.  In  1456,  the  new  groat  was  ordered  to 
pass  for  twelve-pence.  Thus  by  the  Act  of 
1451,  the  pound  weight  was  made  equal  to  £3  4s. 
in  tale;  and  by  the  Act  of  1456,  to  £4  16s. 

238.  These  tamperings  with  the  denomination 
of  the  coin  continued  in  the  reign  of  James  III. 
(1460.)  In  1467  the  old  English  groat  was  raised 
to  sixteen-pence ;  the  new  groat  to  twelve-pence; 
the  English  penny  to  three-pence.    In  1467-8, 


Jan.  12,  the  Scotch  groat  of  the  crown  was  raised 
to  fourteen-pence,  and  the  old  English  penny  to 
four-pence.  The  pound  weight  was  thus  £6  128* 
in  tale.  In  1475,  groats  of  12  to  the  ounce,  to 
pass  for  twelve-pence,  were  coined,  which  brought 
the  pound  weight  to  £7  4s.  in  tale.  In  1483, 
groats  of  10  to  the  ounce,  to  pass  for  fourteen- 
pence,  were  coined,  making  the  pound  weight  £7 
in  tale. 

239.  Similar  tamperings  took  place  with  the 
denomination  of  the  gold  coinage.  In  1475,  the 
demy  or  Scottish  crown  was  raised  to  13s.  4d. 
In  1483,  the  penny  of  gold  was  ordered  to  be  of 
the  weight  and  fineness  of  the  rose  noble,  and  to 
be  equal  to  30  groats  at  fourteen-pence  each. 

240.  James  IV.  (1488,)  made  no  alteration 
in  the  coinage. 

241.  With  James  Y.  (1514,)  an  alteration  in 
the  fineness  of  the  coinage  took  place.  Up  to 
this  time  it  Ijad  always  been  the  same  as  the 
English,  namely,  11  dwts.  2  grs.  fine.  It  was 
now  reduced  to  10  dwts.  2  grs.  fine.  In  1525, 
eleven  groats  were  ordered  to  go  to  the  ounce,  and 
pass  for  eighteen-pence  each;  and  in  1527,  the  king 
entered  into  a  contract  with  Joacfaimus  Hoch- 
steller  for  a  new  coinage.  Out  of  the  pound  of 
pure  silver,  there  were  to  be  coined  176  silver 
coins,  to  be  of  the  value  of  eighteen  pence,  of  the 
fineness  of  10  dwts.  2  grains.  They  might  idso 
coin  pieces  of  twelve-pence,  and  six-pence.  The 
obscurity  hanging  over  these  frequent  changes  in 
weight  and  denomination  has  rendered  it  impos- 
sible to  ascertain  what  tale  the  pound  weight  had 
become,  different  authorities  making  it  vary  from 
£9  12s.  to  £11  17s. 

242.  Atler  this  reign  the  groat  disappears, 
which  had  been  the  largest  coin  struck  hitherto 
in  Scotland.  It  originally  was  of  the  same  weight 
and  nominal  value  as  the  English  groat,  but  it  was 
now  reduced  to  about  3-5th5  of  its  weight,  and 
yet  passed  for  between  four  and  five  tunes  its 
first  value. 

243.  About  the  tenth  year  of  the  reign  of  the 
unhappy  Mary  (1544),  pieces  called  testoons  were 
coined,  weighing  about  66  or  68  grs.  It  is  not 
known  what  value  they  passed  for,  but  as  they 
were  seven  to  the  ounce,  they  may  probably  have 
been  about  3s. 

During  her  man'iage  with  the  Dauphin,  testoons 
and  half  testoons  were  coined,  of  92  and  96  grs. 
weight ;  but  the  authorities  cannot  tell  us  their 
nominal  value.  Similar  coins  were  struck  during 
her  widowhood.  On  her  marriage  with  Darnley, 
in  1565,  a  much  larger  and  more  magnificent 
coinage  was  struck.  It  was  enacted,  December 
22,  1565,  that  tliere  should  be  coined  a  penny  of 
silver,  called  the  Mary  Ryally  of  the  fineness  of 
11  dwts.  fine,  and  of  the  weight  of  one  ounce 
troy,  and  to  have  course  for  30s.,  and  propor- 
tionate coins  for  20s.  and  10s.  Repeated  tamper- 
ings with  the  nominal  value  took  place.  In  1544, 
the  pound  weight  passed  for  £9  12s.  in  tale ;  in 
1556,  for  X13  ;  and  in  1565,  for  £18. 

244.  According  to  the  usual  fortune  of  the 
House  of  Stuart,  James  YL  succeeded  to  the 
throne  as  an  infant  ^1567).  Orders  were  given 
by  the  Council  to  coin  pennies  of  silver,  to  be 
called  the  James  Ryall,  of  similar  weight  as  the 
Mary  Ryall^  and  to  pass  at  the  same  rate.  In 
1579,  the  king,  with  the  advice  of  his  three  estates 
of  Parliament,  ordered  that  a  penny  of  gold  should 
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be  coined,  21  carats  fine,  at  the  rate  of  10  to  the 
ounce,  to  be  current  for  40s.  Scots,  and  that  the 
mint  price  of  pure  gold  should  be  £21  the  ounce, 
and  other  ^Id  in  proportion  to  its  fineness.  At 
the  same  tmie  a  penny  of  silver  was  to  be  coined, 
11  dwts.  fine,  weighing  17dwts.  11  m.^  to  be 
current  at  26s.  8d.,  Scots,  to  be  called  the  two- 
mark  piece.  The  mint  price  of  pure  silver  was 
to  be  36s.,  and  other  silver  in  proportion  to  its 
fineness. 

245.  In  1580,  the  money  was  again  filtered. 
The  Paris  ounce  of  silver  was  to  be  coined  into 
44s.,  and  gold  coins  were  to  be  struck  at  the  rate 
of  five  to  the  Paris  ounce,  21  carats  fine,  to  be 
current  at  £4  4s.  In  1581,  this  coinage  beinff 
found  to  be  misrated,  it  was  called  in,  and  ordered 
to  be  recoined,  in  lOs.  pieces,  1 1  dwts.  fine,  con- 
taining four  to  the  ounce.  In  1584,  it  was  found 
that  the  ^Id  coinage  was  all  disappearing,  and 
foreign  corns  introduced;  and  it  was  orderS  that 
new  gold  coins  should  be  struck,  six  pieces  to 
the  ounce,  21^  carats  fine,  to  be  current  at 
£S  15s.,  and  others  at  nine  to  the  ounce,  to  pass 
for  50e.  In  1593,  the  gold  was  ordered  to  be 
22  carats  fine,  and  to  be  rated  at  thirty  pounds 
Scots  to  the  ounce ;  and  five  pound  pieces  to  be 
struck  at  six  to  the  ounce.  In  1508,  in  order  to 
drive  out  the  foreign  coins,  they  were  ordered  to 
pass  only  at  £28  16s.  to  the  ounce,  22  carats  fine. 
The  thistle  noble  was  ordered  to  pass  for 
£7  16s. ;  the  hat  piece  for  £4  9s. ;  and  the  lion 
at  £5.  The  great  scarcity  of  coined  money  being 
much  complained  of,  and  the  prices  of  all  sorts  of 
gold  and  silver  money,  foreign  as  well  as  domestic, 
having  risen  to  a  great  height  above  the  legal 
rates,  to  the  confusion  of  the  people,  the  ounce  of 
silver  was  ordered  to  pass  for  50s.>  and  the  old 
SOs.  pieces  to  be  raised  to  that  rate,  and  the  new 
ones,  being  }  of  an  ounce,  to  37s.  6d.  In  1601, 
the  gold  was  ordered  to  be  22  carats  fine,  and  to 
be  rated  at  £36  the  ounce,  to  be  coined  in  pieces 
at  six  to  the  ounce,  to  pass  for  £6.  The  in- 
bringer  of  bullion  was  to  receive  33  pounds  for 
every  ounce. 

After  the  accession  of  James  to  the  throne  of 
England,  he  coined  very  little  Scotch  money, 
either  of  gold  or  silver.  It  is  all  of  the  English 
standard,  and  nearly  similar  to  it  in  type,  weight, 
and  denomination.  By  an  Act  of  1603,  the 
Scottish  gold  coins  were  declared  current  in  Eng- 
land in  the  proportion  of  1  to  12,  and  English 
coins  were  made  current  in  Scotland  in  1619,  at 
the  same  rate. 

246.  Charles  I.  (1625)  was  the  last  king  who 
coined  gold  money  for  Scotland  during  this  cen- 
tury. He  coined  the  sovereign,  or  sceptre,  at 
154  grains,  which  was  called  the  £12  piece,  but 
must  have  been  worth  about  £13  13s.  Scots,  the 
ounce  of  gold  being  raised  to  £41  in  tale.  He 
also  coined  a  considerable  amount  of  silver 
money. 

247.  Charles  11.  (1660)  coined  4,  2,  1,  and  i 
mark  pieces  in  silver,  the  first  of  these  weighing 
16^  to  17  dwts.,  and  the  others  in  proportion.  In 
1675,  he  coined  dollars  of  about  the  same  weight 
as  the  four  mark  piece,  to  pass  for  56s.  Scots,  and 
its  subdivisions  in  proportion.  James  YII., 
during  his  short  reign,  coined  40s.  and  10s. 
pieces,  the  former  weighing  280  to  285  grains. 

248.  William  and  Mary  (1688)  corned  60s., 
40s ,  208.,  10s.,  and  5s.  pieces,  of  the  same  weight 


as  those  of  the  preceding  reigns.  In  1701,  a  small 
coinage  of  gold  took  place  fixmi  the  metal  sent 
over  from  the  disastrous  colony  of  Darien.  The 
coins  were  called  pistoles  and  half-pistoles,  the 
former  weighing  106  grains.  It  is  not  certain 
what  they  were  rated  at. 

249.  Anne  (1701)  coined  only  10s.  and '58. 
pieces  in  silver,  weighing  70  and  35  grains.  By 
the  treaty  of  Union  (1706),  it  was  provided  that 
the  coin^  of  Scotland  should  be  assimilated  to 
that  of  England,  and  all  losses  sustained  by  pri- 
vate persons  by  this  operation  were  to  be  made 
good  out  of  the  equivalent  fund.  The  English 
shilling  passed  for  13d.  in  Scotland,  and  as  this 
was  to  be  reduced  to  the  same  value  as  in  Eng- 
land, it  became  necessary  to  compensate  the  hold- 
ers of  English  money  in  Scotland,  and  at  the 
same  time  to  do  it  so  quickly  that  no  time  should 
be  given  to  import  more  English  money  in  order 
to  reap  the  benefit  of  the  compensation.  The 
measures  were  prepared  secretly,  and  on  a  g^ven 
'day,  all  the  holders  of  English  money  were  sud- 
denly ordered  to  bring  it  to  certain  places,  where 
the  money  was  told  off,  sealed  np,  and  returned 
the  same  day,  with  a  certificate  entitling  the  pro- 
prietor to  be  paid  out  of  the  equivalent  fund. 
There  was  also  £150,000  in  foreign  money 
brought  in  to  be  exchanged.  But  the  measures 
were  so  well  taken,  that  new  English  money  was 
issued  in  great  quantities  firom  the  Mint,  and  no 
disturbance  of  trade  took  place,  and  Scotch  money 
finally  ceased  to  be  current  in  September,  1708. 

NumisnuUa  Scotue ;  or  a  series  of  the  Scottish 
Coinage  from  the  reign  of  WUliam  the  Lion  to 
the  Union,  By  Adam  de  CardonneL  Edinboi^ 
1786. 

A  vieto  of  the  silver  coins  of  ScoHand,  By  T. 
Snelling.    London,  1763. 

A  view  of  the  Coinage  of  ScotkauL  By  John 
Lindsay.    Cork,  1845. 

On  the  Coinage  of  Ireland, 

250.  The  origin  of  coining  in  Ireland  is  lost 
in  the  ages  of  fable.  The  national  mythologists 
boldly  claim  the  honour  of  coining  for  Eadner 
Deagh,  who  was  about  contemporary  with  Solon. 
But  si^ely  dismissing  these  myths  with  the  credit 
they  deserve,  it  is  certain  that  Ireland  was  compa- 
ratively a  wealthy  and  enlightened  country  during 
the  deepest  ages  of  European  darkness.  The 
Danish  historians  relate  that  the  Scandinavian 
pirates  in  the  ninth  century  invaded  L*eland, 
defeated  the  king,  and  sacked  his  treasury  at 
Dublin,  and  carried  off  such  quantities  of  money, 
that  every  man  had  as  much  as  he  could  carry 
away. 

251.  Payments,  ofibrings,  and  ransoms  wero 
paid  also  in  bullion  measured  by  the  ounce.  In 
1004,  Brian  Boroime  offered  20  ounces  of  gold  on 
the  altar  of  St.  Patrick  at  Armagh ;  in  1 154^ 
Tridelvoe  0*Connor,  king  of  Ireland,  received  60 
ounces  of  gold  as  the  ransom  of  the  chief  of  the 
people  of  Munster,  whom  he  had  defeated,  and 
many  other  instances  might  be  mentioned. 
Moriertagh  0*Loghlin,  king  of  Ireland,  let  some 
land  to  the  monastery  of  Ardbraccan  in  perpe- 
tuity, at  a  yearly  rent  of  three  ounces  of  gold. 
Thus  it  appears  that  it  was  customary  to  stipu* 
late  for  payments  in  weight  as  well  as  by  tale, 
as  it  was  also  in  France  and  England  at  the  same 
period.    Abundance  of  Irish  coins  of  the  9th 
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and  lOth  centuries  exist,  but  it  is  impossible  to 
ascertain  their  dates.  Their  weights  vary  from 
2fi  to  10}  grains,  and  consequently  supposing  them 
to  be  call^  by  the  same  name,  and  to  pass  for 
the  same  nominal  valne,  it  is  clearly,  seen  that  it 
was  a  necessary  precaution  to  stipulate  that  pay- 
ment should  be  made  by  weight,  and  not  by  tale. 

252.  No  evidence  exists  to  shew  that  Henry 
II.  coined  money  in  Ireland*  But  in  1177,  John 
being  then  11  years  of  age,  was  declared  Lord  of 
Ireland,  and  money  was  struck  in  his  name,  of 
the  same  standard  as  the  English  money.  The 
Irish  money  conasted  of  halfi)ennies  of  II  grains. 
In  1210,  in  the  llth  year  of  his  reign,  John  again 
visited  Ireland,  and  appointed  John  de  Grey, 
Bishop  of  Norwich,  Lord  Justice,  and  ordered 
him  to  coin  pennies,  half-pence,  and  farthings, 
of  the  same  standard  as  those  of  England,  which 
were  to  be  current  in  both  countries. 

253.  The  coinage  continued  to  be  the  same  in 
the  two  countries,  and  was  afflicted  with  the  like 
disorders  of  dippingand  foigery,  during  the  long 
and  feeble  reign  of  Henry  lU.  In  1272,  five  or 
six  sorts  of  base  money  were  in  circulation.  The 
first  thing  Edward  I.  did,  was  to  reform  the 
coinage.  He  ordered  Gregory  Rockley,  Lord 
Mayor  of  I/)ndon  and  Master  of  the  Mint,  to 
make  his  silver  11  oz.  2  dwts.  6  grs.  fine,  and  out 
of  the  pound  of  twelve  ounces  to  coin  243  pence, 
of  the  weight  of  24}  grains.  In  1279,  he  coined 
groats,  half-pence,  and  farthings,  to  be  current  in 
England  and  Ireland.  In  1300,  crocards,  pollards, 
and  the  other  foreign  base  coin  were  decried  in 
Ireland  as  well  as  in  Enghind. 

254.  In  1326,  Edward  III.  cut  the  ounce  into 
twenty-six  pennies.  In  1336,  he  reduced  the 
fineness  of  the  bullion  to  10  ounces,  and  cut  the 
ounce  into  21  pennies,  so  that  the  mint  price  of 
silver  was  now  21  d.  the  ounce.  The  L*ish  pennies 
were  thus  a  larger  coin  than  the  English,  for  they 
weighed  21^  grains,  the  English  only  19.  In 
1338,  the  curculation  of  the  base  money  called 
Tnmeys  was  prohibited,  as  soon  as  sterling 
money  should  be  issued  to  replace  them. 

255.  Nothing  calling  for  special  remark  oc- 
curred till  1465,  when  in  the  5th  year  of  the  reign 
of  Edward  IV .  a  Parliament  was  held  at  Trim, 
before  Thomas  Earl  of  Desmond,  deputy  to 
George  Duke  of  Clarence.  Up  to  this  time  the. 
coins  had  always  been  rated  at  the  same  value 
both  in  England  and  Ireland,  but  in  this  Parlia- 
ment they  were  ordered  to  pass  for  a  higher  rating 
in  Ireland  than  in  En^^d.  The  noble,  which 
passed  in  England  for  8s.  4d.,  was  ordered  to 
pass  for  lOs.  in  Ireland,  and  the  half  and  quarter 
nobles  in  proportion.  And  from  this  time  aJl 
money  coined  in  or  for  Ireland  was  of  less  valne 
than  the  English  generally  by  one  fourth  part, 
so  that  from  thenceforth  the  Insh  shilling  was 
worth  only  ninepence.  Light  money  was  not  to 
be  received.  In  1467,  however,  it  was  enacted 
that  light  gold  money  might  be  current,  but  the 
deficiency  was  to  be  m^e  up  in  silver.  The 
rating  of  the  noble  was  raised  to  lOs.  in  England 
at  this  time. 

256.  In  1467,  a  great  tampering  with  the 
coinage  took  place.  An  act  was  passed  that  a 
silver  coin  should  be  struck,  called  a  double^  to 
pass  in  Ireland  for  eight  pence.  The  pound 
weight  of  silver  should  be  cut  into  120  such 
pieces.    Groats  of  four  pence,  and  half-groats  of 


two  pence,  deniers,  half-pennies,  and  farthings, 
were  to  be  coined  in  similar  proportions.  These 
coins  were  to  be  struck  at  Dublin,  Trim,  Water- 
ford,  Limerick,  Drogheda,  Galway,  and  Carling- 
ford.  For  every  ounce  of  bullion  brought  by  a 
merchant  to  be  coined,  he  was  to  receive  back 
six  shillings  at  this  tale,  and  the  king  was  to 
receive  the  remainder  for  seignorage,  out  of 
which  he  was  to  pay  the  expense  of  coining. 
After  the  following  Easter  this  money  only  was 
to  be  current,  all  other  was  decried,  and  paying 
or  receiving  it  was  made  felony.  According  to 
this  Act,  the  double  or  eight-penny  piece  weighed 
only  44  19-24  grains  Troy,  and,  therefore,  the 
penny  5|  grs.  nearly,  being  less  than  one-fourth 

§art  of  its  original  weight,  and  being  an  immo- 
late reduction  of  one-hadf.    This  great  fraud 
produced  its  inevitable  consequences.    A  pro- 
digious rise  took  place  in  the  prices  of  all  neces- 
saries and  provisions,  and  everything  was  thrown 
into  confusion.    In  the  next  Parliament,  held  in 
Dublin  in  1470,  it  was  recited  in  an  Act,  that  in 
consequence  of  this  new  coinage  the  people  had 
been  greatly  impoverished,  many  of  them  had 
given  up  their  houses  and  left  the  country.    All 
merchandise  and  provisions  had  grown  extremely 
dear,  from  which  many  people  were  like  to  die  of 
want.    To  remedy  this,  it  was  enacted  that  the 
master  of  the  Mint  should  coin  at  Dublin,  Trim, 
and  Drogheda,  five  sorts  of  silver  coins,  of  the 
fineness  of  those  struck  at  London,  of  the  same 
names  as  before,  the  gross  to  be  cut  at  the  rate  of 
132  groats  to  the  pound  weight,  and  to  pass  for 
four  deniers.      Tills  groat,    therefore,   weighed 
43  84-1 32  gnuns.    The  ^ngj^sh  groat  at  the  same 
time  weighed  46^  grains.    The  money  struck  in 
terms  of  the  former  Act,  was   reduced  to  the 
same  rating  as  the  new  coinage.    By  this  Act  the 
pouiid  of  bullion  was  cut  into  132  groats,  or  44 
shillings  in  Ireland,  while  in  England  it  was  cut 
into  112i  groats,  or  37s.  6d.,  being  a  difference 
of  6s.  6d.,  or  17i  per  cent,  in  the  pound  of  silver. 
The  fraudulent  mint  masters,  however,  coined 
money  of  less  than  the  legal  weight.    In  1462, 
Germyn  Lynch,  Master  of  the  Mints  in  Ireland, 
was  indicted  for  coining  forty-ei^t  shillings  out  of 
the  pound,  instead  of  forty-four.  In  1472,  the  groat 
of  tali  weight  was  rated  at  five  pennies,  the  gold 
noble  at  10s.,  the  crown  at  5s.,  the  quadrant  at 
2s.  6d.;   whatever  they  might  be  deficient  in 
weight  was  to  be'  made  up  in  current  silver.    In 
1473,  the  ounce  of  silver  was  ordered  to  be  cut 
into  14  groats,  to  pass  at  four  pence  each,  and 
other  coins  in  proportion.    The  seignorage  was 
to  be  3d.  per  ounce  in  groats,  and  4d.  on  other 
coins.    Thus  the  mint  price  of  silver  was  now 
56s.  per  pound,  or  4s.  8d.  the  ounce.  The  weight 
of  the  groat  was  thirty-two  grains,  or  little  more 
than  two- thirds  of  the  English  groat. 

257.  In  1475,  the  groats  of  Edward  in.,  Richard 
n.,  Henry  IV.,  Henry  V.  and  Henry  VI.,  not 
clipped,  were  raised  to  sixpence,  and  the  English 
groats  of  the  present  king,  at  &ve  pence,  and  all 
the  money  struck  in  Ireland  at  its  current  rating. 
All  the  Mints,  except  those  of  Dublin,  Waterford, 
and  Drogheda  were  suppressed.  In  1476,  the 
silver  monev  coined  at  Cork,  Youghall,  Limerick, 
and  other  places  in  Munster,  except  Waterford, 
was  found  to  be  light  and  base,  and  was  decried. 
The  gold  royals  were  ordered  to  be  current  in 
Ireland  at  13s.  4d. ;  the  gold  angel  at  8s.  4d. ; 


490 


COIHAGB  OF  IRELAND. 


COINAQE  07  IRELAND. 


the  gold  noble  at  128.,  and  the  smaller  coins  at 
proportionate  rates ;  any  deficiency  in  weight  to 
be  made  good  in  current  silver.  Several  species 
of  foreign  money  were  also  legalized ;  the  rider, 
the  dacat,  the  lyon,  the  crown,  the  crnsade,  the 
salut,  for  five  shillings,  and  the  Bnrgnndy  noble 
for  ten  shillings. 

258.  In  1478,  fresh  alterations  in  the  coinage 
took  place.  Grermyn  Lynch  had  been  convicted 
of  coining  light  money,  but  he  was  pardoned,  and 
restored  to  his  office.  In  this  year  he  was 
allowed  to  coin  money  at  the  rate  of  4s.  lOd.  per 
ounce,  giving  back  to  the  merchant  4s  4d.,  and 
retaining  four  pence  for  the  king. 

'  259.  In  1483,  the  first  thing  the  Parliament  of 
Richard  III.  did,  was  to  tnrn  Germyn  Lynch  out 
of  his  office  of  mint  master,  for  having  resumed 
his  old  malpractices  daring  the  last  three  years 
of  the  last  reign.  The  silver  pound  was  ordered 
to  be  cut  into  225  groats,  at  four  pennies  each. 
The  groat  was  then  reduced  to  25  15 -twenty- 
fifths  grains.  The  difference  between  the  English 
and  Irish  groat  was  now  about  60  per  cent.  For 
mapy  years  after  this,  the  current  coin  was  so 
clipped  that  the  greatest  Inconvenience  arose.  In 
1491,  a  law  was  passed  to  prohibit  the  receiving 
or  paying  clipped  or  counterfeit  money,  and  It 
was  forbidden  to  be  imported  into  England  above 
the  value  of  jd.  About  this  tune  the  difference 
between  the  English  and  Irish  coinage  was  about 
one-third,  as  appears  from  a  letter  from  Octavian, 
Archbishop  of  Armagh,  to  the  king  in  1487,  re- 
commending Arthur  Magennis  for  the  bishoprick 
of  Dromore,  wherein  he  says  the  revenue  of  the 
diocese  is  not  worth  above  forty  pounds  of  the 
coin  of  Ireland,  which  is  less  by  the  third  part 
than  the  coin  sterling.  This  debasement  of  the 
coinage  was  so  great  at  the  beginning  of  Henxy 
y  1 1 1.*s  reign,  that  the  Earl  of  Surrey,  Lord  Lieut, 
of  Ireland,  requested  to  be  recalled,  as  for  want 
of  money  and  supplies  from  England,  he  was 
unable  to  carry  on  the  war  against  the  rebels.  It 
appears  too  that  in  1530,  payments  were  made  by 
weight  in  consequence  of  the  bad  state  of  the 
coinage,  as  Archbishop  Allan  states  that  he  was 
obliged  to  redeem  the  Archbishop's  cross,  which 
had  been  pledged,  at  his  own  expense,  and  it  cost 
him  near  an  hundred  ounces  of  silver.  In  1530, 
there  was  a  new  coinage,  but  to  what  extent  is 
uncertain.  In  1541,  Henry  YIII.  was  proclaimed 
king  of  Ireland,  on  which  occasion  new  groats 
were  struck.  They  weighed  about  40  grains  each, 
but  the  metal  was  considerably  debased,  being 
9  oz.  6  dwts.  fine,  and  2  oz.  14  dwts.  alloy;  for 
which  reason  an  act  was  passed  to  prohibit  their 
importation  into  England,  under  forfeiture  of 
treble  their  value.  In  1544,  the  coinage  was  still 
further  debased  to  8  oz.  fine  and  4  oz.  alloy,  and 
six-penny  pieces  at  the  rate  of  144  to  the  pound, 
which  was  the  weight  of  the  four-penny  pieces  in 
England.  In  1546,  the  king  having  wasted  all 
his  resources  by  his  wars  with  Scotland  and 
France,  ordered  brass  money  to  be  coined,  and 
pass  current  for  good  and  lawful  money  in  all 
parts  of  Ireland. 

260.  In  1551,  the  4th  of  Edward  YI.,  an  in- 
denture was  made  with  Martyn  Piri  to  coin 
groats  of  4  pence,  at  the  rate  of  144  to  the  pound. 
They  weighed  therefore  40  grains.  But  the 
metal  seems  to  have  been  as  much  debased  as 


ever,  as  in  the  last  year  of  his  reign,  the  groats 
were  cried  down  to  2  pence. 

261.  In  1553,  Queen  Mary,  in  order  to  in- 
gratiate herself  with  her  English  subjects,  forbade 
the  currency  of  base  money,  and  ordered  the 
standard  of  gold  and  silver  to  be  restored.  But 
Ireland  was  particularly  excepted  from  the  pro- 
clamation. She  made  no  improvement  in  the 
standard,  but  ordered  shillings,  groats,  and  two- 
penny pieces  to  be  coined.  Forty  shillings  went 
to  the  pound,  and  weighed  144  grains.  The 
other  coins  were  in  proportion.  In  1554,  Sir 
Edmund  Peckham,  treasurer  of  the  mint  of  Eng- 
land, and  others,  were  empowered  to  make 
£10,000  worth  of  base  money  for  Ireland,  3  oz. 
fine,  and  9  oz.  alloy,  of  the  same  weight  as  the  pre- 
ceding. In  1557,  they  were  empowered  to  coin 
another  quantity  of  £7,000  worth  of  similar  base 
money,  and  in  the  following  year,  £5,500  more. 

262.  Elizabeth  ordered  the  pound  of  silver  to 
be  coined  into  60  shillings,  and  carried  out  the 
reform  of  the  English  coinage  which  had  been 
determined  on  bv  Edward  YI.,  and  begun  by 
Mary.  As  a  mode  of  getting  rid  of  the  base  coin 
in  England,  she  gave  a  commission  to  Sir 
Edmund  Peckham  and  others,  to  convert  it  into 
harp  shillings,  and  groats,  for  the  use  of  Ireland. 
Out  of  four  thousand  pounds  of  this  base  coin, 
eight  thousand  pounds  of  harp  groats  and  shil- 
lings were  to  be  coined  3  oz.  fine,  and  9  oz.  alloy. 
The  shillings  to  be  40  to  the  pound  weight 
Accordingly  no  sooner  was  the  base  money  de- 
cried in  EngUmd  than  it  was  imported  in  vast 
quantities  into  Ireland.  In  1560,  however,  the 
coinage  of  Ireland  was  restored  to  the  same  purity 
as  that  of  England.  Whereupon  the  popular 
joy  found  vent  m  the  following  doggrel  :— 

"  liOt  bonfires  shine  in  every  plaoe, 
8inKi  and  ring  the  bells  apaoe, 
And  pray  thsit  long  may  live  her  grace, 
To  be  the  sood  Queen  of  Ireland. 

The  gold  and  silver  which  was  so  base, 
That  no  man  could  endure  it,  soaroe, 
Is  now  new  coyned  with  her  own  fiioe, 
And  made  go  current  in  Ireland." 

But  the  Queen  seemed  unable  to  carry  out  her 
plan  to  its  proper  conclusion.  Shillings  of  the 
value  of  ninepence  English  were  coined,  and 
ordered  to  pass  current  m  Ireland  for  12  pence. 
They  were  cut  at  82  to  the  pound,  and  weighed 
70^  grains. 

263.  In  1598,  the  Queen  returned  to  the  old 
frttud  of  debasing  the  coinage.  She  made  an  in- 
denture with  Sir  John  Martin  and  his  son,  the 
master  workers  of  the  mint  in  the  Tower,  to  coin 
shillings,  half  and  quarter  shillings,  pennies,  and 
half-pennies  for  Ireland,  of  metal  only  3  oz.  fine 
to  9  oz.  brass.  In  1601,  the  metal  was  still  further 
debased  to  2  oz.  18  dwt.  fine,  and  9  oz.  2  dwt. 
alloy.  Copper  pennies,  and  half-pennies,  were 
also  coined  1904  pennies  to  the  pound.  This  was 
during  Tyrone  s  rebellion.  The  Qaeen  caused 
immense  quantities  of  base  mon^  to  be  coined 
in  the  Tower,  and  sent  over  to  Ireland,  to  pay 
the  army,  and  at  the  same  time  by  proclamation, 
declared  this  base  money  to  be  the  lawful  and  cur- 
rent money  of  the  country,  and  ordered  it  to  be 
received  in  all  payments  whatever,  at  its  fiill 
nominal  value,  shilling  for  shilling,  under  penal- 
ties for  refusal.  In  order  to  facilitate  the  cnr- 
rency  of  the  base  money,  all  the  good  was  cried 
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down,  and  ordered  to  be  considered  only  as  bul- 
lion. The  policy  of  this  measure,  Camden  says, 
was  much  debated  at  the  Council,  many  of  the 
members  as  well  as  the  Queen  being  against  it  as 
likely  to  be  prejudicial  to  the  interest  of  her  sub- 
jects, distasteful  to  the  army,  and  inoperative  so 
far  as  regarded  its  intended  effects  against  the 
rebels,  and  very  damaging  to  the  credit  of  the 
Queen.  But  the  Lord  Measurer  Buckhurst,  after 
much  persuasion,  prevailed  that  it  should  be  tried 
for  a  short  time,  and  afterwards  the  money  should 
be  restored  to  its  full  value.  This  foolish  plan  of 
course  produced  all  the  evil,  and  none  of  the  good 
expected  from  it.  Provisions  and  all  things  im- 
m^iately  doubled  in  price.  Loud  complaints 
rose  from  the  army,  and  the  Lord  Deputy  him- 
self said  in  his  letter  to  Cecil,  10th  ISfovember, 
1601,  that  his  private  estate  could  no  longer  sup- 
port the  expense  at  which  he  was  forced  to  live. 
Commerce  was  thrown  into  confusion,  and  a  great 
outcry  was  raised  against  the  merchants  for 
raising  the  prices  of  their  commodities,  whereas 
it  was  clear  they  could  not  help  doing  so  when 
they  were  now  obliged  to  pay  60  pounds  Irish, 
for  what  they  could  formerly  get  for  XI 5  in  the 
foreign  markets.  The  same  rule  applied  to  every 
article  in  succession  in  commerce. 

264.  James  I.,  (1603,)  finding  the  rebellion 
suppressed,  issued  a  proclamation  regulating  the 
currency  of  the  Queen's  base  money.  He  ordered 
the  standard  to  be  brought  back  to  9  oz.  fine,  and 
3  oz.  alloy,  as  was  the  old  Irish  standard,  and  the 
base  mixed  money  of  3  oz.  fine  was  reduced  to 
its  value  in  silver.  The  base  shilling  was  re- 
duced to  four-pence,  and  the  others  in  proportion. 
In  1605,  the  base  shilling  was  reduced  to  three- 
pence, and  the  others  in  proportion.  In  1607, 
English  shillings  were  made  current  in  Ireland  at 
sixteen -pence,  and  afterwards  all  English  money 
was  made  current  at  one-third  above  its  rating  in 
England.  The  exchange  between  Dublin  and 
London  was  at  20s.  Irish  for  15s.  English.  In 
the  first  ten  years  of  the  reign  of  James  I.,  there 
werecoined  of  Irish  sterling  money  £166,273  lis. 

265.  Charles  I.,  (1625,)  had  granted  a  patent 
to  the  Dowager  Duchess  of  Richmond  and  Sir 
Francis  Crane,  to  coin  copper  farthings,  to  be 
current  in  England  and  Ireland.  These  were 
made  in  such  quantities  that,  in  1634,  a  procla- 
mation was  obliged  to  be  made  that  no  one 
should  be  obliged  to  take  them,  and  no  one  should 

?ay  more  than  two-pence  in  farthings  at  once, 
n  the  same  year  the  exportation  of  all  the  good 
gold  and  silver  coin  from  the  country,  in  conse- 
quence probably  of  the  bad  state  of  the  coinage, 
attracted  the  attention  of  Parliament,  and  both 
houses,  after  many  debates,  agreed  to  petition  the 
King  for  the  re-establishment  of  the  Mint  at 
Dublin.  The  King  agreed  to  this,  and  it  was 
ordered  that  it  shoidd  be  done,  and  money  struck 
of  the  same  weight  and  fineness  as  that  of  England. 
But,  from  the  troubles  that  broke  out  soon  after- 
wards, it  was  never  carried  out.  In  1637,  it  was 
ordered  that  the  name  of  Irish,  or  harp-money, 
should  be  abolished,  and  all  accounts,  receipts, 
and  payments  reduced  to  sterling,  and  made  in 
English  money,  to  the  great  simplification  of 
business. 

266.  Cromwell  coined  no  money  for  Ireland. 
During  the  commonwealth  mauy  persons  in 
Dublin    and    other    places    issued    brass    or 


copper  tokens,  with  their  names  and  places  of 
abode  upon  them,  which  passed  for  a  penny  each 
in  their  neighbourhoods,  and  among  their  cus- 
tomers. This  expedient  was  frequently  repeated 
during  the  following  reigns.  In  1651,  several 
persons  in  London  sent  over  great  quantities  of 
clipped  and  base  money,  which  they  issued  by 
means  of  agents,  several  of  whom  were  caught 
and  executed.  The  clipped  money  was  ordered 
to  pass  by  weight  only.  The  base  half-ciowns 
were  so  bad  that  they  were  not  really  worth  more 
than  two-pence.  Some  Peru  pieces  current  for 
4s.  6d.  were  not  really  worth  more  than  2s.  4d. 
Out  of  pieces  of  this  kind  in  circulation  to  the 
amount  of  £635,  it  was  found  on  assay  that  they 
were  not  really  worth  more  than  £401  in  sterling 
money.  The  council  repeated  the  request  to  have 
a  mint  in  Dublin,  but  it  was  never  done. 

267.  In  1660,  Charles  II.,  in  order  to  put  an 
end  to  the  disorders  arising  from  the  base  coin, 
found  it  expedient  to  legalise  and  regulate  the 
value  of  several  kinds  of  foreign  coins ;  by  this 
proclamation  we  ascertain  the  names  of  those  in 
circulation.    They  were,— 

(xOLD. 

WnOST.         VALUft. 

dwta.  rnm.       £     ».     d. 

The  Rider 6  12  ...  1    2  6 

The  Half  Rider 8    6  ...  0  11  8 

The  Spanish  or  French  Quadruple)  i^    o       a    a  n. 

P&tole \^^    ^"^    *  ^ 

The   Spanish  or  French   Double)   o  ic       i  io  a 

Pistole /  ^  ^^   ••  1  12  ^ 

The  Spanish  or  French  Pistole 4    8  ...  0  16  0 

The  Spanish  or  French  Half  Pistole    2    4  ...  0    8  0 

The  Double  Ducat 4  12  ...  0  18  0 

The  Ducat   2    6  ...  0    9  0 

The  Spanish  Suffrain   7    2  ...  1    8  0 

The  Spanish  Half  Sufirain 8  12  ...  0  14  0 

SiLVBB. 

The  Mexico  Riz  or  Cross  Dollar  ...  17    0  ...  0    4    9 

The  Portugal  Royal  14    0  ...  0    8    6 

The  Ducatoon 20  16  ...  0    5    9 

The  old  Peru  piece,  and  French)  ^^    />       n    a    o 

Louis  Z Jl'    0  ...  0    4    6 

and  their  halves  and  quarters  in  similar  proportions. 

All  persons  were  forbidden  to  make  and 
issue  tokens  without  licence  from  the  king.  But 
the  want  of  small  change  continuing,  these  tokens 
were  as  abundant  as  ever  in  1672.  In  the  fol- 
lowing year  the  exportation  of  gold  and  silver 
specie  of  all  sorts,  caused  no  doubt  by  the  bad 
state  of  the  coinage,  was  so  common  that  it  was 
forbidden  by  proclamation,  and  another  attempt 
was  made  to  suppress  the  tokens.  Plans  were 
discussed  for  supplying  copper  money  to  replace 
them;  but  nothing  was  done  till  1680,  when  a 
patent  for  21  years  was  granted  to  Sir  Thomas 
Armstrong  and  Colonel  George  Legg,  to  make 
copper  halQ)ence  to  weigh  110  grains  Troy. 
These  were  declared  to  be  current  coin,  and  ail 
tokens  were  forbidden  under  severe  penalties. 
No  one,  however,  was  bound  to  receive  payment 
in  these  halfpence  of  more  than  5s.  in  any  one 
sum  of  £100.  And  in  case  traders  had  more 
than  they  could  employ  of  them,  the  patentees 
were  ordered  to  be  ready  at  all  times  to  exchauge 
21s.  in  halfpence  for  20s.  in  gold  or  silver.  These 
coins  were  the  best  copper  money  yet  struck  for 
Ireland.  The  foreign  coins  current  in  the  country 
were  somewhat  raised  in  ratmg  in  1683. 

268.  In  March,  1689,  the  king,  being  driven 
out  of  England,  arrived  in  Dublin,  and  imme- 
diately raised  the  rating  of  the  foreign  gold  and 
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Bilver  coins.  The  guinea  was  ordered  to  pass  for 
24s.,  and  the  shilling  at  13d.  This  rating  con- 
tinued till  1826,  and  was  the  origin  of  the  ex- 
pression nsed  with  regard  to  the  Irish  exchange, 
that  it  was  at  par  when  at  8^,  which  simply 
meant  that  £108  6s.  8d.  Irish  was  equal  to  £100 
sterling.  This  raising  of'  the  denomination  was 
done  under  the  delusiye  idea  that  the  money 
could  be  retained  in  the  kingdom,  as  merchants 
were^beginning  to  leave  it,  with  their  effects,  in 
consequence  of  the  civil  war  they  evidently  fore- 
saw. Such  expedients,  however,  were  futile. 
The  king  then  determined  to  seize  the  coining 
presses  of  Sir  John  Knox,  to  whom  Armstrong's 
patent  had  been  transferred  four  years  before, 
and  coin  brass  and  copper  mixed  metal  money. 
This  was  ordered  to  be  received  in  aU  payments 
whatever  as  of  equal  value  with  gold  and  silver. 
Some  old  brass  guns  ui  the  castle  yard  were  sent 
to  the  Mint  to  l^  turned  into  this  money,  and  the 
collectors  of  the  revenue  were  ordered  to  collect 
all  the  copper  and  brass  they  could  in  their  res- 
pective districts,  and  send  it  to  the  Mint.  Several 
proclamations  were  issued,  regulating  the  currencv 
of  this  brass  money.  In  1690,  pennies  were  struck 
of  a  mixture  of  lead  and  tin,  and  crown  pieces  of 
white  mixed  metal.  In  June,  the  half-crowns 
were  called  in,  and  re-issued  as  crowns.  People 
were  forbidden  to  give  more  than  30s.  in  brass  or 
copper  money  for  the  French  louis  of  gold,  or  for 
any  guinea  more  than  38s.,  under  pain  of  death 
and  forfeiture.  Counterfeiting  this  coin  was 
declared  high  treason. 

269.  The  metal  of  which  this  money  was  made 
was  a  mixture  of  old  guns,  broken  bells,  copper, 
brass,  pewter,  and  the  refuse  of  metals,  melted 
down  together,  and  in  reality  was  worth  about  3d. 
or  4d.  tiie  pound,  but  by  the  last  issue  it  was 
made  to  be  current  at  about  £10  sterling 
the  pound.  In  twelve  months  time  there  was 
coined  in  weight  of  metal  389,724  pounds,  to 
be  current  at  the  nominal  value  of  £1,596,799» 
and  from  the  subsequent  raising  of  tiie  half- 
crowns  to  crowns,  the  nominal  value  was  in- 
creased to  upwards  of  two  millions.  When  the 
king  was  finally  driven  out  of  Ireland,  only 
£22,489  was  left  in  the  Mint.  Immediately  after 
the  battle  of  the  Boyne,  King  William  issued 
a  proclamation  rednclngthis  base  money  to  its 
real  vidue  as  metal.  The  crown  pieces  were 
reduced  to  one  penny,  and  the  shillings  to  a  far- 
thing. In  1693,  it  was  totally  abolished,  and  a 
proper  coinage  issued  instead.  In  1696,  the  dis- 
orders of  the  English  coinage  extended  to  Ireland, 
and  guineas  were  raised  to  26s.,  and  the  shilling 
to  Is.  2d.  In  1697,  much  forged  and  base  coin 
was  imported  from  Scotland,  and  much  counter- 
feit gold  and  silver  money  was  in  circulation.  In 
1701,  the  values  of  the  foreign  gold  and  silver  coin 
were  reduced  to  their  former  rates. 

270.  Anne  coined  no  money  for  Ireland,  but 
issued  some  regulations  regarding  the  current 
foreign  coins.  They  were  to  be  received,  if  light, 
upon  paying  two-pence  for  every  grain  deficient 
in  gold,  and  1  jfd.  for  every  J-  dwt.  in  silver.  In 
1718,  the  lord  justices  ordered  that  gold  and 
silver  money  should  only  pass  by  weight. 

271.  In  1722,  George  I.  granted  an  exclusive 
patent  for  fourteen  years  to  a  Mr.  Wood  to  coin 
nalfjpence  and  farthings  for  the  use  of  Ireland ; 
the  whole  quantity  for  that  space  of  time  to  be 


limited  to  860  tons  of  copper,  a  pound  of 
copper  to  be  coined  into  2s.  6d.  One  hundred 
tons  were  to  be  issued  during  the  first  year,  and 
twenty  during  each  of  the  remaining  thirteen.  A 
rent  of  £800  per  annum  was  to  l^  paid  to  the 
king,  and  £200  to  his  clerk  comptMllers.  If  the 
whole  quantity  of  copper  had  been  coined,  tlie 
360  tons,  at  2s.  6d.  per  pound,  would  have 
amounted  to  £100,800  in  current  value.  But 
according  to  the  report  of  Sir  Isaac  Newton,  the 
copper  was  not  worth  in  the  market  above  12d. 
or  13d.  the  pound,  and  might  be  purchased  in 
Bristol  for  £40,320,  and  consequently  the  dififer- 
ence  in  favor  of  the  patentee  would  have  been 
£60,480,  out  of  which,  deducting  the  reserved 
rent  of  £14,000,  the  profit  of  the  patentee  would 
have  b€«n  £46,480.  But  the  coins  were  not 
even  struck  of  their  stipulated  weight,  and  con- 
sequently the  loss  to  Ireland  would  have  been 
much  greater.  It  was  found  that  their  weight 
varied  from  120  to  96  grains,  so  that  the  loss  upon 
some  sorts  was  30  per  cent,  more  than  even 
allowed  by  the  patent. 

272.  Be  that  as  it  may,  however,  it  is  cer- 
tain that  the  coinage  was  very  much  wanted,  and 
there  is  no  doubt  that  it  was  extremely  well 
executed.  Wood  himself,  though  contemptuously 
designated  as  a  low  mechanic,  and  a  hardware 
man,  in  the  controversy  we  must  now  notice,  was 
in  fact  a  great  proprietor  and  renter  of  iron 
mines,  and  he  was  the  lessee  of  the  mines  in  the 
crownlands  in  thirty-nine  counties.  He  owned, 
besides,  several  large  iron  and  copper  works. 
There  was,  consequently,  no  improprie^  in  his 
executing  the  work,  any  more  than  in  Boulton 
and  Watt  executing  the  copper  coinage  of  £i^- 
land  in  1797.  Under  other  circumstances,  the 
new  coinage  would  probably  have  been  received 
with  favor. 

273.  But  there  was  at  this  time  in  Ireland,  a 
man  of  turbulent  and  discontented  spirit.  Swift, 
the  Dean  of  St.  Patrick's,  of  a  bitter  and  malignant 
temper,  beyond  even  the  usual  bitterness  of  ma- 
lignancy of  the  factions  of  those  days.  Hating 
with  all  the  hatred  of  a  renegade  the  party  in 
power,  seeing  his  hopes  of  advancement  for  ever 
blasted  by  the  utter  destruction  of  the  party  he 
had  adopted,  its  leaders  proscribed  and  in  exile, 
and  doomed  to  live  among  a  people  he  despised, 
and  in  a  country  he  detested,  he  had  long  been 
seizing  every  opportunity  to  infiame  the  minds 
of  the  Irish  against  England.  Already,  in  1720, 
he  had,  with  his  powei^l  invective  and  satire, 
quashed  the  project  for  establishing  a  National 
Bank  in  Dublin.  The  imaginary  grievance  of 
Wood^s  half-pence  gave  him  the  opportunity  of 
inflaming  the  minds  of  the  people  to  the  verge  of 
civil  war.  He  had  written  a  pamphlet  in  1720 
to  excite  the  Irish  to  use  nothing  but  home  manu- 
factures, for  which  the  printer  was  prosecuted, 
and  the  jury  overawed  into  giving  a  verdict  for 
the  Crown  by  the  Chief  Justice.  There  were 
some  circumstances,  however,  to  lay  hold  of 
in  Wood*s  patent.  It  had  been  passed  without 
consulting  the  Lord  Lieutenant  or  Privy  Council 
of  Ireland.  The  chief  Whig  family,  the  Brodericks, 
were  in  an  ill  humour  with  Walpole,  and  opposed 
the  grant,  and  Carteret  foment^  the  opposition 
to  embarrass  his  rival  in  the  cabinet.  The  Par- 
liament was  thus  easily  persuaded  to  consider 
itself  insulted,  and  addressed  the  Crown  to  stop 
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the  coinage,  as  involying  a  mark  of  snbjection  to 
England.  The  Dean  was  not  slow  to  seize  the 
opportunity.  Three  letters  appeared  in  the  pa- 
pers, signed  M.  B.  Drapier,  attacking  the  new 
coinage  as  regarded  its  yalne  and  weight.  There 
was  nothing  m  these  papers  but  the  most  legiti- 
mate objections,  expressed  in  so  cntting  and 
masterly  a  style,  that  every  one  knew  that  the 
Drapier  conld  be  no  other  bat  one  man.  The 
most  prodigions  ferment  immediately  arose.  The 
tradesmen  to  whom  the  new  coins  were  consiffned 
gave  public  notice  that  they  would  have  noting 
to  do  with  them.  Associations  were  formed  to 
refuse  them.  Apprentices  and  errand  boys  told 
their  employers  they  would  not  take  these  drossy 
half-pence,  ^  for  they  could  get  neither  news,  ale, 
tobacco,  or  brandy  for  such  cursed  stuff."  Swift 
preached  openly  against  the  new  half-pence,  as 
well  as  wntmg.  He  poured  out  a  pmect  fire 
storm  of  ballads,  satires,  squibs,  and  libels,  which 
were  pr^[>agated  by  hawkers.  Riotous  processions 
burnt  Wood  in  effigy.  No  man*s  life  was  safe 
who  was  supposed  to  favor  him.  The  most  trea- 
sonable and  Ubellons  pamphlets  circulated  freely, 
without  the  Government  daring  to  notice  them, 
80  long  as  they  contained  some  mention  of  Wood*s 
half-pence.  It  was  quite  clear  that  an  attempt 
to  eniorce  their  circulation  would  produce  a  civil 
war. 

274.  Walpole,  at  last  thoroughly  alarmed  at 
the  state  of  things,  tried  to  back  out  gradually 
from  his  position,  without  too  manifest  a  confes- 
sion of  the  defeat  of  the  government.  It  was 
proposed  that  the  issue  should  be  reduced  to 
je40,000.  This,  however,  did  not  pacify  the 
people.^  By  a  stroke  of  policy,  the  minister 
determined  to  send  Carteret,  who  embarrassed 
him  in  the  cabinet,  and  who  for  that  purpose  had 
fomented  the  opposition,  as  Lord  Lieutenant  of 
Ireland.  The  people  being  now  thoroughly 
roused,  the  Dean,  in  a  fourth  letter,  threw  off  the 
mask,  and  asserted  the  independence  of  Ireland. 
Carteret  was  obliged  to  offer  a  reward  of  £300 
for  the  discovery  of  the  author,  whom  every  one 
knew.  The  printer,  Harding,  was  seized  and 
imprisoned,  and  a  crown  prosecution  begun 
against  him.  One  day,  at  a  levee,  the  Dean,  to 
the  consternation  of  the  courtiers,  burst  through 
them,  and  demanded  of  the  Lord  Lieutenant,  in  a 
boisterous  tone,  why  a  poor  tradesman,  who  had 
done  nothing  but  publish  three  letters  for  the 
good  of  his  country,  was  thus  treated.  Carteret, 
who  must  have  been  laughing  in  his  sleeve  at 
the  solemn  comedy,  replied  with  dexterous 
urbanity, 

'^Bea  duxa,  et  i^gni  novitas,  me  talia  oogunt 
Moliri," 

to  the  infinite  relief  of  the  bystanders. 

275.  The  grand  jury  i^ored  the  bill,  notwith- 
standing all  the  browbeatmg  of  the  Chief  Justice, 
who  had  been  just  barely  successfrd  a  few  years 
before  in  getting  a  verdict  against  the  printer  of 
one  of  Swift*s  former  pamphlets  on  trade.  The 
next  grand  jury  of  the  county  and  city  of  Dublin 
presented  Wood^s  scheme  as  a  fraud  and  a  cheat, 
and  expressed  their  gratitude  to  the  patriots  who 
had  exposed  it.  The  Drapier  now  was  more 
treasonable  than  ever,  and  the  remaining  letters 
are  more  political  than  economicaL  At  last, 
seeing  that  the  scheme  was  hopeless,  Wood  was 


obliged  to  surrender  his  patent,  and  received  a 
pension  of  £3,000  a  year  for  12  years. 

276.  Factitious  as  the  Dean*s  outcry  against 
the  halfpence  was  in  the  main,  he  had  one  strong 
point  at  least  in  his  favor.  The  manner  in  which 
Wood's  patent  was  carried  through  was  certainly 
a  slight  to  the  country.  The  former  patents  had 
been  passed  under  the  great  seal  of  Ireland ;  and 
besides  that,  the  patentees  had  always  been 
obliged  to  buy  back  their  own  coin  on  de- 
mand in  ffold  and  silver,  which  indeed  was  the 
reason  why  they  abandoned  them  as  unprofitable. 
Wood's  patent  contained  no  such  stipulation. 

277.  In  1725,  a  procUmation  was  issued  to 
make  the  new  gold  coin  of  Portugal  current  in 
Ireland.  It  was  of  the  weight  of  1 8  dwts.  9  gms., 
and  made  current  at  £4,  and  its  subdivisions  in 
proportion.  The  compbiints  of  the  want  of  small 
change  were  as  loud  as  ever,  and  the  usual  con- 
sequence had  followed,  namely  the  issue  of  tokens 
by  private  persons.  Numerous  persons  in  the 
north  and  other  parts  of  the  kingdom,  made  cop- 
per and  silver  tokens,  which  they  passed  as 
promissory  notes  among  their  workmen,  customers 
and  neighbours,  those  of  copper  for  twopence,  and 
those  of  silver  for  threepence.  The  copper  ones 
had  on  them,  /  promise  to  pay  the  bearer  two^ 
pence^  and  the  sUver  ones,  /  promise  to  pay  the 
bearer  threepence^  and  each  nad  the  name  and 
address  of  the  person  who  issued  them.  In 
Dublin  they  were  even  higher.  One  Maculla,  a 
brazier,  issued  a  neat  copper  penny  and  half- 
penny, having  on  one  side,  /  promise  to  pay  the 
bearer  on  demand  twentypencefortkesey  ana  on  the 
reverse.  Cash  notes  wu.  received^  1729,  James 
Mactdloy  Id.  or  ^d.  In  order  to  remedy  these  in- 
conveniences, the  government,  in  1736,  ordered 
50  tons  of  copper  to  be  coin^  five  sixths  into 
halQ)ence,  at  the  rate  of  52  halQ^nce,  and  the  re- 
maining one  sixth  into  farthings  at  the  rate  of 
104  farthings  to  the  pound  weight.  The  cost  of 
this  to  be  borne  by  the  crown,  and  any  profits 
above  the  expense  of  coining  to  go  to  the  nation. 
This  was  done,  and  the  new  coinage  was  issued 
for  circulation  in  April,  1737,  and  was  considered 
a  very  fine  specimen  of  coinage. 

278.  The  disproportion  between  the  values  of 
the  gold  and  silver  coins,  compared  to  the  value 
of  the  metals  in  the  markets  of  the  world,  pro- 
duced their  usual  consequences.  Gold  was  over- 
rated by  about  2^  per  cent.,  and  the  silver  coin 
was  melted  down,  and  exported  in  large  quanti- 
ties, in  defiance  of  all  the  laws  and  penalties  to 
the  contrary.  To  remedy  this  many  plans  were 
suggested,  and  many  pamphlets  written.  The 
government  adopted  the  plan  of  lowering  the 
rating  of  the  gold  coin.  The  guinea  was  rated  at 
22s.  9d. ;  the  moidore  at  29s.  3d. ;  the  quadruple 
pistole  at  £3  13s. ;  the  Louis  d'or  at  22s. ;  and 
the  Portugal  gold  coin  at  £3  17s.  8d.  But  Simon 
says  the  government  mistook  the  remedy.  The 
guineas  were  generally  light,  so  that  any  one  who 
had  100  of  them,  instead  of  having  £113  15s.  of 
real  value  as  he  ought  to  have,  had  not  in  fact 
more  than  £106  5s.  at  a  moderate  medium.  The 
owner  of  100  moidores  of  fidl  weight  had  before 
the  reduction  150  pounds,  or,  £144  lis.  Sd.,  iUT 
according  to  Newton,  they  were  worth  27s.  9d. 
English,  which  was  29s.  lid.  Irish.  By  the  pro- 
clamation they  were  reduced  to  29s.  3d.,  and 
therefore  the  loss  upon  100,  would  be  £5  8s.  4d., 
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whereas  the  loss  upon  100  light  guineas  would  be 
£7  10s.  Upon  £150  of  the  current  English  shil- 
lings and  sixpences,  there  was,  on  an  average,  a 
deficiency  of  £34  12s.  3d.  Simon  says  that  the 
silver  ought  to  have  been  raised  to  an  equality  with 
the  gold,  which  would  have  prevented  the  melt- 
ing and  exportation  of  the  silver  coinage,  which, 
in  1737,  was  so  scarce  that  a  well  preserved  half- 
crown  was  a  great  rarity  even  among  the  curious. 
They  disappeared  as  soon  as  they  were  issued. 
The  only  current  silver  money  was  English  shil- 
lings, not  worth  more  than  9d.  or  lOd.,  and  six- 
pences not  worth  a  groat.  The  reason  of  this 
was  that  silver  was  sold  at  58.  6d.  the  ounce  in 
England,  and  5s.  9d.  the  ounce  in  Ireland,  making 
a  profit  of  about  £7  Is.  9d.  per  cent,  on  exporting 
it. 

279.  Nothing  requiring  particular  remark  oc- 
curred till  1804,  when  the  coinage  of  Ireland  was 
again  in  a  most  disgraceful  state.  The  best  des- 
cription of  coins  was  silver,  but  so  light  that  21s. 
were  not  really  worth  more  than  9s.  The  total 
disappearance  of  the  good  money^  was  greatly 
caused  by  the  extravagant  over-issues  of  the 
Bank  of  Ireland,  and  gave  rise  to  the  appomtment 
of  the  Committee  of  the  House  of  Commoos  on 


Irish  Exchanges,  whose  report  is  fully  noticed  under 
Bankiivo  in  Ibbland  (§  342.)  An  attempt  was 
made  by  some  of  the  members  of  this  committee 
to  procure  an  Act  to  assimilate  the  Irish  and 
English  money  of  account ;  but  it  did  not  succeed 
until  1825,  when  an  Act  (Statute  1825,  c.  79) 
was  passed  to  assimilate  the  currency  and  monies 
of  account  throughout  the  United  Kingdom  of 
Great  Britain  and  Ireland.  By  this  it  was 
enacted  that  all  payments  of  every  description, 
contracted  to  be  made  in  Irish  currency  before 
the  passing  of  the  Act,  should  be  satisfied  by 
payment  of  12-13ths  of  the  amount  in  British 
currency.  Provisions  were  made  for  changing 
all  sorts  of  sums  from  Irish  into  English  currency. 
The  Irish  copper  coinage  was  then  called  in,  and 
exchanged  for  British  copper  money;  and  all 
bankers  were  to  call  in  their  notes  payable  in 
Irish  currency,  and  re-issue  them  payable  in 
British  currency. 

Essay  on  Irish  Coins^  and  the  Currency  oj 
Foreign  Monies  in  Ireland,  By  James  Simon, 
with  Mr.  Snelling*s  supplement.    Dublin,  1810. 

A  view  of  the  Coinage  of  Ireland.  By  John 
Lindsay.    Cork,  1839. 
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On  the  Coinage  of  France, 

280.  In  order  to  render  the  history  of  the 
coinage  of  France  intelligible  to  the  reader,  we 
]irefix  the  measures  of  weight  and  fineness 
formerly  in  nse. 

The  fineness  of  gold  was  measured  as  in  Eng- 
land by  the  Carat^  or  the  l-24th  part. 

The  fineness  of  silver  was  measured  by  the 
Denier  J  which  was  the  1-1 2th  part.  The  Denier 
was  divided  into  24  grains,  and  each  grain  into 
halves,  quarters,  and  eighths. 

The  measure  of  weight  first  used  was  the  Livre 
or  Pound,  of  12  ounces,  which  were  rather  larger 
than  the  Roman  ounce.  The  Marc  of  8  ounces 
was,  however,  afterwards  eubstituted  for  it,  and 
the  divisions  of  the  Marc  were, 


The  Maro  was  divided  into  8  ounces. 
The  Ounce       „  „    8  gros. 

The  Gros  ..  ..    8  aeniera. 


The  Denier 


If 
f» 


it 


24  grains. 


The  Denier  and  the  Grain  were  thus  both  mea- 
sures of  weight,  as  well  as  fineness. 

281.  The  Romans  established  mints  at  Treves, 
Lyons,  and  Aries,  at  which  they  coined  both 
gold  and  silver ;  and  when  the  Franks  conquered 
the  country,  they  adopted  and  continued  the 
coinage  already  existing.  The  gold  coinage  con- 
sisted of  Sols,  Demi  Sols,  and  Tiers  de  Sol.  The 
Sol  was  coined  at  the  rate  of  72  to  the  pound, 
and  weighed  96  grains,  or  6  to  the  ounce.  These 
ounces  were,  however,  l-9th  lighter  than  the 
French  ounces  subsequently  adopted.  The  Roman 
pound  of  12  ounces  was  only  equal  to  I  Of  French 
ounces.  The  sols,  therefore,  weighed  85}  grains, 
poids  de  marc.  The  half  sols  weighed  42},  and 
the  tiers  de  sol  28  4-9th  grains.  The  sol  con- 
tinued to  be  the  general  name  for  the  gold  coin 
until  the  Capetian  dynasty,  when  the  Fhrin  was 
adopted- 

262.  Gold  coins  were  ordered  to  be  made  of 
pure  gold,  but  some  portion  of  alloy  was  some- 
times mixed  with  them.  In  order,  probably,  to 
guard  against  this,  the  Roman  Emperors  since 
Valentinian,  had  adopted  the  practice  already 
spoken  of,  §56,  as  being  in  use  by  the  Babylonian 
kings,  of  melting  all  the  money  received  as  tribute, 
and  keeping  it  in  masses  of  bullion  in  their 
treasuries,  and  coining  it  as  required,  or  even  pay- 
ing it  away  in  ingots.  The  kings  of  France 
adopted  this  practice,  as  did  many  of  the  French 
nobility,  until  Philip  le  Bel.  In  contracts  and 
laws,  payments  and  fines  were  directed  to  be  paid 
in  pounds,  or  marcs  of  gold  and  silver. 

283.  The  Salic  law  proves  that  the  sol  of  gold 
was  equal  to  40  deniers  of  silver,  TTit.  1.  §  5.  Tit. 
40.  §  13),  and  the  demi-sol,  and  tiers  de  sol  in 
proportion.  These  deniers  were  of  silver,  1 1  den. 
12  grns.  fine,  and  weighed  21  grains.  From  these 
pieces  it  appears  that  silver  was  to  gold,  as 
1  to  10. 

284.  Money  of  copper,  and  base  metal,  of  the 
Merovingian  race  is  also  in  existence,  but  so  worn 
that  it  is  not  possible  to  ascertain  its  weight,  value, 
or  denomination. 

285.  Besides  these  there  was  the  sol  of  silver 
of  12  deniers.  It  has  been  much  disputed 
whether  this  was  an  actual  coin,  or  only  money 
of  account.  Some  writers  afSrm  that  there  were 
actual  coins  of  that  denomination ;  but  none  have 
ever  been  found.  It  would  certainly  appear  more 
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probable  that,  like  the  shilling  in  England,  until 
coined  by  Henry  VII.,  it  was  merely  money  of 
account.  If  they  had  been  coins,  they  would 
have  weighed  345  grains ;  and  it  does  not  appear 
that  any  coin  of  that  weight  is  known  to  have 
been  struck  in  those  times.  The  sol  of  12  deniers 
is  first  mentioned  in  the  2nd  Canon  of  the  Council 
held  in  the  palace  of  Estines,  near  Binche,  in 
Hainault,  by  order  of  Carloman,  son  of  Charles 
Martel,  1st  March,  744.  By  this,  all  military 
men  who  held  possessions  from  religious  bodies 
were  ordered  to  pay  every  year  a  sol  of  12 
deuiers  to  the  church,  or  monastery,  whose 
tenants  they  were  {Le  Bkmc^p.Al.),  Hincmar, 
Bishop  of  Reims,  speaks  of  tne  sols  mentioned 
in  the  will  of  St.  Remy,  which  were  of  gold  and 
worth  40  deniers.  It  would  seem,  therefore,  that 
from  these  different  sols  being  specified  on  diffe- 
rent occasions,  that  they  were  distinct,  although 
some  writers  have  maintained  the  contrary, 
saying  that  the  same  sols  were  sometimes  worth 
40,  and  at  other  times  worth  12  deniers.  It  ap- 
pears from  the  Capitularies  of  Charlemagne,  that 
Pepin  had  commuted  the  penalties  fixed  in  the 
Salic  law  at  gold  sols  of  40  deniers,  to  silver 
sols  of  12  deniers,  and  this  commutation  was 
confirmed  by  Charlemagne  by  the  41st  Canon  of 
the  Council  of  Reims  in  813,  and  subsequently 
by  Louis  le  Debonnaire.  It  is  also  said  in  the 
Capitularies  of  the  Council  of  Aix-la-Chapelle 
in  797,  that  12  deniers  made  a  sol  of  silver. 

286.  The  quantity  of  silver,  however,  in 
these  sols  is  not  known.  Pepin  ordered  that  not 
more  than  22  should  be  cut  out  of  the  pound 
weight,  from  which  we  should  infer  that  it  had 
previously  been  cut  into  a  greater  number.  If, 
then,  the  sol  contained  12  deniers  at  21  grains,  it 
would  have  weighed  252  grains. 

287.  Pepin,  the  first  of  the  second,  or  Carlo- 
vingian  race,  was  elected  king  in  751.  In  & 
Parliament  held  at  Yerneuil  in  755,  he  ordered 
that  the  pound  weight  of  silver  should  be  cut  into 
22  sols,  of  which  the  mone^er  might  retain  1  as 
payment  for  his  trouble,  and  he  was  to  give  the 
remaining  21  to  the  person  who  brought  the  silver. 
By  this  ordinance,  the  earliest  existing  respecting 
the  French  coinage,  the  denier  was  to  weigh  23^ 
grains,  which  would  bring  the  weight  of  the  sol 
to  279  grains. 

288.  This  probably  accounts  for  the  increased 
weight  of  the  gold  sol,  under  the  Carlovingian 
race.  The  specimens  of  it  which  exist  are  much 
heavier  than  those  of  the  first  dynasty,  and,  ac- 
cording to  Le  Blanc,  weigh  132  grains.  Now,  as 
the  gold  sol  was  rated  at  40  deniers,  it  was  clearly 
necessary  that  it  should  be  increased  in  weight,  if 
the  silver  deniers  were.  This  seems  to  have 
escaped  the  notice  of  that  excellent  writer,  who 
supposes,  p.  89,  that  the  proportion  of  gold  to 
silver  had  changed  to  11  to  1. 

289.  This  retention  of  I  sol  out  of  22  by  the 
moneyer,  seems  to  have  been  the  first  instance  of 
the  duty,  or  charge,  afterwards  so  extravagantly 
abused,  of  seignoragCy  as  it  was  clearly  much 
greater  than  was  necessary  for  the  mere  expense 
of  coining.  It  was  wholly  unknown  to  the 
ancients.  The  Romans  did  not  even  take  the 
expense  of  coinage,  which  was  done  at  the 
charge  of  the  State,  as  at  the  English  Mint,  since 
Charles  U.     Any   private  person  might  take 
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his  bullion  to  the  Mint,  and  receire  back  weight 
for  weight  in  coins.  Hence  gold  and  silver  in 
bullion  were  exactly  of  the  same  value  as  gold 
and  silver  in  coin.  It  appears  that  this  seignorage, 
or  tax,  was  considerably  increased  by  subsequent 
kings,  and  formed  an  important  part  of  their 
revenue.  Louis  le  Debonnaire  granted  the  right 
of  coining  to  the  monastery  of  St  Medard,  at 
Soissons,  and  of  retaining  the  seignorage,  to  be 
appropriated  to  the  services  performed  by  them 
in  honor  of  St.  Sebastian.     Charles  the  Bald 

E 'anted  the  same  privileges  to  the  Bishops  of 
angres.  Charles  the  Simple  granted  to  the 
Chapel  of  St.  Clement  the  19th  part  of  the 
moneyage  or  the  tax  upon  the  money  coined  at 
the  Palace  of  Compiegne.  Henry  1.  granted  to 
St.  Magloire  the  tenth  of  all  the  revenues  of  the 
port,  except  that  on  money,  which  he  had  already 
|;iven  to  some  one  else.  Philip  Augustus,  in  1202, 
m  granting  a  lease  of  the  Mint  at  Tournay,  re- 
served to  himself  the  third  part  of  the  moneyage 
levied.  The  private  lord^  too,  who  had  the  right 
of  coining,  were  allowed  to  levy  this  tax.  But 
its  amount  is  not  known  from  the  time  of 
Pepin,  who  took  the  22nd  part  of  12  ounces,  to 
St.  Lonia,  who  coined  the  marc  into  58  sols,  and 
kept  back  3  sols  5  deniers  for  charges  of  coining 
and  seignorage.  This  was  the  16th  part  A  pro- 
portionate tax  was  levied  on  coining  gold.  The 
seignorage  wajs  given  up  by  several  succeeding 
kinffs,  such  as  Philip  of  Y  alois,  John,  and  Louis 

2d0.  This  seignorage  or  moneyage,  indeed,  was 
one  of  the  principal  sources  of  revenue  which  the 
kings  derived  from  their  domain.  Conjoined  with 
the  right  of  debasing  their  coin,  which  was  ex- 
pressly asseii;ed  by  Philip  le  Bel  to  be  an  undoubted 
privilege  of  the  French  kings,  it  was  exactly 
similar  to  the  extravagant  abuses  of  paper  money 
in  modern  times.  Charles  VI.,  as  we  shall  see 
subsequently,  declared  that  it  was  his  only  re- 
source to  resist  the  damnable  invasion  of  the 
English.  The  necessities  of  Charles  VII.  were 
BO  great  that  he  kept  back  three-fourths  of  the 
marc  of  silver,  and  still  more  of  the  marc  of  gold. 
The  grievances  and  confusion  caused  by  this  to 
the  people  were  so  great  that  they  formally  agreed 
with  him  to  pay  him  tallies  and  aids  in  considera- 
tion of  his  giving  up  this  right.  Thus  tallies  and 
aids  originated  in  France  as  a  commutation  of  the 
right  of  debasing  and  tampering  with  the  coinage, 
as  we  have  already  seen  that  in  England  a  tax 
was  levied  in  commutation  of  moneyage,  which 
was  attempted  to  be  introduced  after  the  Norman 
Conquest.  Under  Louis  VII.  and  Philippe 
Augustus,  towns  and  whole  provinces  agreed  to 
a  triennial  tax  in  consideration  of  the  king  aban- 
doning this  alleged  right. 

291.  Charlemagne  introduced  a  change  of 
great  importance  in  the  coinage  of  France,  which 
was  adopted  throughout  Europe,  though  at  what 
time  is  not  certain.  It  appears  from  the  Chron- 
icle of  St.  Gal  that  in  779,  which  was  the  eleventh 
jear  of  his  reign,  there  was  a  severe  famine  in 
France.  To  appease  the  wrath  of  Heaven, 
prayers,  fasts,  and  alms  were  ordered.  A  council 
royal  was  held  at  Heristal,  and  its  orders  are  in- 
serted in  the  Capitularies.  Every  bishop  and 
abb^,  and  abbess  who  could,  were  ordered  to  give 
a  pound  weieht  of  silver,  or  its  value ;  the  less 
rich  ones,  huf  a  pound,  and  the  poor  ones,  5  sols. 


The  rich  counts  were  to  give  one  pound  weight, 
and  the  poorer  ones  half  a  pound.  The  king's 
vassals  who  held  200  houses,  were  to  give  half  a 
pound ;  those  who  held  100  houses,  5  sols ;  those* 
who  held  50  houses,  an  ounce  and  a  half  of  silver. 
Besides  that,  they  and  their  households  were  to 
fast  two  days,  or  to  commute  it,  the  rich  for 
three  ounces  of  silver,  the  middling  ones  for  30 
deniers,  and  the  poor  ones  for  15.  It  thus  clearly 
appears  that  the  livre  was  divided  into  20  sols, 
and  the  denier  weighed  25  12-20ths  grains. 
Existingspecimens  fully  confirm  this  calciilatlon. 
So  also  20  deniers  weighed  an  ounce.  Le  Blanc 
says  that  the  Roman  ounce  weighed  576  grains, 
which  were  equal  to  512  French  grains  poitU  de 
marc.  The  division  of  the  pound  weight  into  20 
sols,  and  the  sol  into  12  deniers,  at  this  time*  is 
fully  confirmed  by  contemporary  writers. 

292.  This  division  is  also  confirmed  by  an 
ordinance  of  Charlemagne  in  805.  Those  who 
failed  to  appear  at  the  muster  of  the  army  after 
the  ban  or  summons  was  published,  were  to  be 
fined  30  solidi,  or  a  pound  and  a  half.  He  also 
appointed  that  those  guilty  of  sacrilege  should  be 
fined  30  pounds,  or  600  solidi,  as  is  stated  in  a 
decree  of  Pope  John  VTU.,  which  was  pablished 
at  the  Council  of  Troy,  in  Champagne,  in  879. — 
(^Le  Blanc,  V.  95). 

293.  Otner  authors  might  be  quoted  if  neces- 
sary to  prove  this,  but  the  foregoing  are  enough. 
From  this  time,  however,  the  pound  weight  was 
divided  into  20  solidi,  or  shillings,  which  thus 
became  the  pound  in  tale.  And  thenceforward 
20  solidi,  or  shillings,  were  called  a  paimd,  even 
after  the  weight  of  the  solldns,  or  snilling,  was 
greatly  diminished  from  the  twentieth  part  of  the 
pound  weight.  This  has  been  done  in  England, 
Scotland,  France,  and  Italy,  and  gives  the  solu- 
tion of  that  puzzle,  which  is  so  mysterious  to 
many  persons — ^the  meaning  of  the  pound  ster- 
ling, and  which  so  many  persons  believe  to  be 
an  inscrutable  myth.  Le  Blanc  says,  p.  96,  that 
the  sols  of  Charlemagne  were  equal  to  40  sols  of 
bis  day  (1692). 

294.  Charlemagne  not  only  founded  a  new 
epoch  in  the  denomination  and  weight  of  the 
coinage,  but  it  is  also  clear  that  he  adopted  a 
new  standard  pound.  The  Merovingian  race  used 
the  Roman  pound,  which  had  been  long  established 
in  the  country.  Charlemagne  took  the  French 
pound  as  his  standard  measure,  which  was  12 
ounces,  poids  de  marc,  and  was  heavier  than  llie 
Roman  pound,  as  12  ounces  of  the  latter  are 
eqnail  to  only  lOf  of  the  former.  As  a  proof  of 
this,  le  Blanc  cites  the  following  circumstances : 
First,  that  the  existing  deniers  of  Charlemagne, 
several  of  which  are  well  preserved,  weigh  from 
27  to  28  grains,  and  28  4-5th8  grains,  were  the 
20th  part  of  the  French  ounce  used  in  his  day 
(1692).  From  the  weight  of  these  deniers,  the 
sol  should  weigh  345 1  grains,  poida  de  mare^ 
which  was  very  nearly  two  thirds  of  the  eca  of 
60  sols.  Besides  these,  it  appears  from  docu- 
mentary evidence,  that  Charlemagne  instituted  a 
new  pound.  In  a  deed  of  the  church  of 
Osnaburg,  he  speaks  of  "  Sixty  solidi  of  onr 
weight.**  In  another  deed  of  the  Emperor 
Frederic  II.  in  1234,  a  payment  is  ordered  of  100 
pounds  of  the  weight  of  Charles.  Arnold  of 
Lubeck  speaks  of  4,000  marcs,  to  be  measured  by 
the  public  weight,  which  Charlemagne  institttteu. 
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Grntter  ^ives  the  figure  of  a  copp^  weight  with 
the  inscription  on  iC  pondus  Caroli, 

295.  In  794,  Charlemagne  issued  a  regulation 
respecting  his  money,  it  appears  that  during  his 
perpetual  wars,  the  money  had  been  somewhat 
debafled,  either  in  weight  or  alloy.  Being  at 
Frankfort  that  year,  he  ordered  that  the  deniers 
he  had  recently  struck  should  be  current  through- 
out the  whole  country,  and  should  be  legal  tender 
in  all  transactions  between  man  and  man,  so  long 
as  they  bore  his  monogram,  and  were  of  lesal 
weight  and  fineness.  Any  one  who  resisted  his 
decree,  or  refused  to  receive  them,  should  be 
fined.  Forgers  and  false  coiners,  however, 
created  much  confusion,  and  to  put  a  stop  to  this, 
he  issued  a  decree  from  Thionville,  in  805,  that 
no  money  should  be  coined  except  in  his  own 
palace.  This  decree  was  repeated  in  stronger 
terms  in  808,  and  the  money  struck  there  was 
stamped  with  the  words  Pedatina  Moneta.  Louis 
le  Debonnaire,  however,  appears  to  have  allowed 
mints  In  several  of  his  great  towns. 

296.  Three  regulations  concerning  the  money 
are  preserved  in  the  Capitularies  of  Louis  le 
Debonnaire,  (814).  The  first  of  these,  made  in  a 
parliament  held  at  Aix-la-Chapelle  in  819, 
enacted  penalties  against  all  who  refused  his 
money,  and  also  was  the  first  which  enacted  a 
penalty  against  false  coiners,  who,  on  conviction, 
were  to  have  a  hand  cut  off.  Intendants  were 
sent  throughout  the  provinces  to  publish  and 
enforce  these  ordinances.  Existing  specimens  of 
his  money  prove  that  it  was  of  the  same  weight 
as  that  of  Chajrlemagne.  His  denier  weighed 
28  4-5ths  grains,  which,  at  the  rate  of  240  to  the 
pound,  were  exactly  6,912  French  grains,  or  12 
ounces  poids  de  marc.  The  sol,  therefore,  con- 
tained 14  deniers  9  3-5ths  grains.  But  it  cer- 
tainly does  not  seem  probable  that  any  actual 
coins  of  this  denomination  were  struck,  as  in  the 
ordinances  of  Charlemagne,  Louis  le  Debonnaire, 
and  Charles  the  Bald,  respecting  money,  nothing 
but  deniers  are  mentioned. 

297.  In  823,  the  coinage  seems  to  have  fallen 
into  confusion,  probably  from  clipping  and  forging, 
and  in  a  Parliament  held  at  Attigni,  all  the  money 

Previous  to  his  reign  was  called  in  and  decried, 
n  829,  the  penalties  against  all  who  refused  good 
money  were  republished. 

298.  Charles  the  Bald  (840)  had  the  territory 
known  as  France  allotted  to  him  by  his  father, 
Louis  le  DebonnaD*e.  In  854,  in  a  Parliament 
held  at  Attigni,  commissioners  were  appointed  to 
travel  through  the  kingdom  to  examine  the  state 
of  the  coinage  and  enforce  the  laws  against  clip- 
pers and  coiners.  These  were  renewed  in  861. 
A  new  punishment  was  added  against  those  who 
refosed  to  receive  good  money  in  payment.  They 
were  to  be  branded  with  a  redhot  penny  on  their 
foreheads. 

299.  In  a  Parliament  held  at  Piste,  in  854, 
important  regulations  were  made  respecting  the 
coinage.  Persons  of  good  character  were  to  be 
appointed  under  oath  in  all  cities  and  towns,  to 
watch  tiie  state  of  the  coinage,  and  see  that  no 
one  refused  good  money,  or  was  compelled  to 
receive  bad.  After  the  feast  of  St.  Martin,  all 
except  new  and  weighty  money  was  decried,  and 
might  be  seized  if  offered  in  commerce.  Money 
was  forbidden  to  be  struck  anywhere  except  at 
the  Palace,  at  QaentoyiCy  Bonen,  Beims,  Sens, 


Paris,  Orleans,  Chalons,  Melle,  and  Narbonne. 
The  masters  of  the  respective  mints  were  to 
engage  moneyers  under  solemn  oath  to  perform 
their  duty  faithfully,  to  coin  none  but  pure  and 
weighty  money,  to  refine  honestly  all  the  bullion 
brought  to  them,  and  to  give  back  the  true  value 
in  good  money.  Any  one  suspected  of  dishonesty 
was  to  purge  himself  by  the  ordeal  of  fire  or 
water.  Any  one  convicted  of  malpractices  should 
lose  his  hand,  as  a  false  coiner.  Every  one  was 
ordered  to  bring  his  money  to  the  mints  to  be  re- 
coined,  or  exchanged  for  new,  before  the  1st  of 
July,  after  which  it  could  not  be  offered  in  pay- 
ment under  heavy  penalties.  Any  one  who  offered 
light  or  base  money  might  be  compelled  to  say 
whom  he  got  it  from,  so  as  to  go  back  to  the  person 
who  had  coined  it,  who  was  to  be  severely  pun-  < 

ished.  Counts  and  other  officers  were  to  guard 
vigilantly  against  false  coiners,  and  if  any  fled  to 
refuge,  tibey  were  to  be  given  up  on  demand. 
All  persons  were  forbidden  to  put  any  alloy  into 
gold  or  silver,  or  to  sell  any  except  of  absolute 
purity,  under  the  penalty  of  losing  their  hands. 
The  pound  of  the  purest  gold  was  ordered  to  be 
sold  throughout  the  kingdom  for  12  livres  of 
silver,  in  new  deniers ;  less  pure  gold  might  be 
sold  at  ten  livres.  The  deniers  of  Charles  the 
Bald  appear  to  be  heavier  than  those  of  Charle- 
magne, for  they  weigh  thirty-two  grains,  which 
only  gives  eighteen  to  thejuMudi  The  remain-  C^^"^^^ 
ing  feeble  prmces  of  the  Cfarlovingian  race  did 
not  do  anything  regarding  the  coinage  calling  for 
notice. 

300.  Thd  Capetian  dynasty  acceded  to  the 
throne  in  987.  They  continued  the  coinage  as 
they  found  it  existing,  and  until  1103  it  was  of 
absolute  purity.  The  deniers  were  the  standard 
coins,  as  smaller  ones  of  alloy  were  struck  for 
small  change.  Before  1068,  the  name  of  Sol  (Tar 
was  discontinued,  and  that  of  francs,  or  florins 
adopted.  It  is  not  certain  when  this  was  done. 
But  the  gold  coin  is  spoken  of  as  francs,  or  florins, 
in  a  deed  of  gift  to  the  monks  of  Pontoise  of 
that  date.  This  shews  that  John  Yillani  is  in 
error  when  he  says  that  they  were  first  struck  at 
Florence,  in  1252.  Grold  florins  also  are  spoken 
of  in  the  history  of  Normandy,  under  the  date 
1067.  By  this  time  great  confttsion  was  caused 
by  every  considerable  proprietor  in  the  country 
assuming  to  himself  the  right  of  coinage.  This 
had  been  done  in  consequence  of  the  weakness  of 
the  last  Carlovingian  kings.  Each  of  these  had 
his  own  weights  and  measures,  so  that  there  were 
sols  and  deniers  of  Paris,  Tours,  Mans,  Anjon, 
Poitou,  Chartres,  Bordeaux,  Toulouse,  Nevers, 
and  multitudes  of  others.  The  Dukes  of  Paris, 
however,  having  become  kings  of  France,  the 
Paris  weights  were  adopted  as  the  royal  money. 
The  earliest  notice  of  the  Paris  sol  is  in  1060,  the 
first  of  Philip  I.  The  two  most  important 
weights  were  those  of  Paris  and  Tours.  There 
is  much  obscurity  concerning  the  money  until 
1103,  when  it  is  stated  in  the  Chronicle  of 
Maillezai,  that  there  was  great  tribulation  in  that 
year,  and  the  deniers  were  struck,  debased  with 
copper,  instead  of  silver.  The  debasement  was 
carried  to  the  extent  of  one  third,  or  even  two 
thirds  of  alloy. 

301.  In  the  reign  of  Philip  I.,  sometime 
between  1073  and  1093,  the  pound  weight  of  12 
ounces  was  abolished  as  the  standard,  and  the 
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marc  of  8  ounces  adopted.  This  is  shown  by  the 
fact,  that  np  to  1075  the  11  vre  is  always  mentioned 
in  deeds,  in  1093  and  subsequently  it  is  always 
the  marc. 

302.    Louis  VI.  (1108)  issued  a  very  debased 

coinage  in  1112;  it  was  half  copper  and  half 

silver.     He  did  it  again  in  1120,  which  made 

snch  confusion  that  he  was  obliged  to  promise 

he  would  not  debase  it  any  fnrther.    In  1 144,  the 

marc  of  silver  was  rated  at  40  sols.    In  1158  it 

was  rated  at  53  sols  4  deniers  of  Tours.     By  a 

decree  of  the  king  of   England  as    Duke  of 

Normandy,  respecting  the  exchange  of  money,  in 

1158,  it  appears  that  the  sol  of  Tours  was  greatly 

more  diminished  than  any  other.     For  while  the 

marc  of  silver  was  rated  at  53s.  4d.  of  Tours,  it 

was  rated  at  13s.  4d.  sterling.    The  gold  money 

of  Louis  VI.  and  Louis  VII.,  was  the  franc  dor^ 

which  weighed  76  grains,  and  was  a  remarkably 

fine  coin  for  that  time.    It  had  the  beautiful 

fleur  de  lis  as  an  emblem.    It  appears  certain, 

then,  that  the  florin  does  not  originate  with  the 

Florentines,  as  is  generally  supposed,  but  they 

Jirobably  adopted  it  from  the  French.  In  1159, 
iOuis  VII.  exempted  the  religious  house  of 
St.  Magloire  from  the  tax  of  moneyage,  which 
was  levied  every  three  years  as  a  compensation 
for  giving  up  the  right  to  debase  the  coinage. 

303.  Great  obscurity  hangs  over  the  money 
of  Philip  Augustus  (1180),  and  Louis  VIII 
(1223);  but  we  have  certain  information  of  that 
of  St  Louis  (1226).  He  restored  the  coinage  to 
a  certain  degree  of  fineness  and  fixity  of  weight ; 
and  when  the  following  kings  produced  the 
greatest  misery  and  confusion  by  debasing  their 
money,  it  was  always  the  money  of  St.  Louis 
that  the  people  demanded,  and  until  the  time  of 
Philip  of  Valois,  it  was  always  the  standard  re- 
turned to  after  every  depreciation.  Nevertheless 
we  have  no  direct  information  of  the  perioil,  and 
it  was  only  by  the  edicts  of  his  successors  that  we 
are  enabled  to  ascertain  his  standard.  It  appears 
from  these  decrees  that  St.  Louis  coined  gold 
deniers  a  Fagnel^  which  were  commonly  called 
moutons  dor^  from  bearing  the  agnus  dei  as  a 
device.  They  were  made  of  pure  gold,  59  l-6th 
to  the  marc,  weighed  3  den.  5  grs.,  and  were  worth 
ten  Paris  sols,  or  12  sols  6  den.  of  Tours,  which 
then  were  the  standard  weight.  This  money 
became  very  celebrated  throughout  Europe,  and 
was  continued  till  Charles  VI I.,  and  was  imitated 
by  several  foreign  sovereigns. 

304.  St.  Louis  also  coined  the  gro9  Tonmois 
of  silver,  which  also  became  a  very  celebrated 
coin.  It  was  the  largest  silver  coin  that  had  yet 
been  struck  in  France.  There  were  58  to  the 
marc,  and  weighed  3  deniers  7^  grains  of  silver, 
11  den.  12  grs.  fine.  Le  Blanc  says  it  was 
worth  9  sols  8  den.  of  his  time.  Out  of  the  58 
coins  struck  out  of  the  marc,  St.  Louis  ordered 
that  3  sols  5  deniers  Tours,  might  be  retained  as 
seignorage  and  cost  of  coining,  and  the  remainder, 
54  sols  7  deniers,  given  back.  He  also  coined 
deniers  of  Paris,  at  221  to  the  marc,  and  deniers 
of  Tours,  220  to  the  marc.  It  appears  by  an 
ordinance,  that  one  penny  sterling  was  equal  to 
lour  j^ennies  Tours. 

305.  Philip  le  Hard!  (1270)  continued  the 
money  of  his  father. 

Philip  le  Bel  (1285)  has  had  the  honor  of  being 
singled  out  by  Dante  as  a  false  coiner.    Par.  zix. 


"  Li  si  vedra  il  duol  ehe  sopra  Senna 
Induce,  falseggiando  la  moneta." 

"  There  shall  be  seen  the  woe  that  he  shall  poor 
Along  the  Seine,  by  uttering  coin  debased." 

Wrifhfs 


He  is  said  to  have  been  the  first  to  adopt 
the  expedient  of  debasing  the  coin  on  account 
of  war.     Though  how  such  an  extraordinary 
opinion  became  current  it  is  not  easy  to  imagine, 
considering  that  the  coinage  was  already  dimin- 
ished to  about  one  fourth  part  of  its  original 
weight,  and  abundance  of  baise  money,  had  been 
issued  long  before.    At  all  events  Philip  has  an 
abundance  of  royal  companions.    From  this  reign 
we  have  certain  information  respecting  the  French 
coinage.    The  Registers  of  the  Mint  begin  from 
1293,  the  8th  year  of  his  reign.    Philip  coined 
five  species  of  gold  money,  the  gros  ratal,  worth 
twenty  sols  of  Paris ;  the  petit  roial,  worth  eleven 
sols  of  Paris,  and  cut  at  the  rate  of  seventy  to  the 
marc,  which  was  then  rated  at  forty-four  pounds. 
These  were  of  pure  gold.    The  nuuse,  or  roial  dur, 
was  of  gold,  twenty-two  carats  fine,  sometimes 
also  called  the  grand  florin  by  the  people ;  the 
agnelet^  worth  fifteen  sols  of  Tours ;  and  the  reine^ 
or  which  no  specimens  exist.    He  coined  three 
sorts  of  silver  coin,  the  gros  TaurnoiSj  and  its 
half  and  third  parts.    The  gros  was  cut  at  the 
rate  of  fifty-eight  to  the  marc,  1 1  den.  12  grs.  fine, 
and  worth  ten  and  a  half  Paris  deniers.    For  the 
first  nine  years  of  his  reign,  Philip*s  money  was 
the  same  as  that  of  St.  Louis,  but  his  wars  with 
the  English  and  Flemish  exhausted  his  finances. 
His  debasements  began  in  1294,  when  all  persons 
who  had  less  than  6000  livres  of  rent,   were 
ordered  to  carry  their  plate  to  the  Mint,  under 
the  penalty  of  forfeiting  half  what  they  concealed. 
The  same  ordonnance  forbade  any  one  to  export 
gold,  silver,  or  bullion  money  from  the  kingdom, 
and  ordered  every  one  to  receire  the  new  debased 
money.    In  order  to  obviate  the  confusion  and 
distress  caused  by  this,  he  issued  letters  patent  on 
the  1st  May,  1295,  pledging  all  his  property,  and 
that  of  his  successors,  as  well  as  the  revenues  of 
his  domain,  to  indemnify  all  who  would  take  his 
base  money.    The  queen  was  joined   in    this 
promise.    Nevertheless,  this  debasement  of  the 
coinage  produced  infinite  distress  and  disorder 
both  in  France  and  neighbouring  countries,  and 
says  Le  Blanc,  p.  187,  the  successors  of  Philip  le 
Bel  followed  his  example,  and  by  this  bad  policy 
ruined  commerce,  which  made  the  kingdom  unable 
to  resist  her  enemies.    The  council  of  the  king 
who  advised  this,  and  made  a  profit  out  of  it,  did 
more  to  ruin  the  kingdom  than  all  the  attacks  of 
the  English.    This  debasement  increased  so  fast 
that  in  1301,  the  denier  was  reduced  to  the  third 
part  of  its  value. 

306.  The  distress  caused  by  the  base  money 
was  so  intolerable,  that  in  1303,  the  bishops 
offered  to  give  the  king  two-twentieths  of  the 
income  of  ail  their  benefices,  if  he  would  agree  for 
himself  and  his  successors,  not  to  debase  their 
money  without  an  indispensable  necessity,  which 
was  to  be  determined  by  the  secret  council,  and 
then  confirmed  by  an  assembly  of  barons  and 
bishops.  This  proposition,  however,  was  refused. 
As  the  war  with  Flanders  still  continued,  all  sorts 
of  pei-sons  associated  and  offered  the  king  to 
eqmp  a  certain  number  during  the  months  of 
June,  July,  August  and  September,  on  condition 
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that  he  wonld  restore  his  money.  He  agreed  to 
this,  and  promised  to  return  to  the  money  of 
St.  Lonis  within  a  year.  In  December,  the 
people  again  petitioned  him  to  restore  the  stan- 
dard of  St.  Lonis.  A  proclamation  in  accordance 
with  this  prayer  was  issned,  desiring  the  people 
to  bring  in  their  money,  within  fifteen  days,  to  the 
Mint,  and  have  it  exchanged  for  good,  at  the 
expense  of  the  king.  These  promises  were  re- 
newed in  1304.  On  the  15th  Jane,  the  king 
promised  the  clergy,  that  in  consequence  of  their 
liberality,  the  good  money  should  be  issned  at  the 
feast  of  All  Saints  next.  Pope  Benedict  XI.,  in 
order  to  conciliate  the  king  with  a  gift  which  cost 
him  nothing,  gave  him  one  year's  revenue  of  the 
prebends  who  died  in  the  kingdom,  and  the 
tithes  of  all  the  benefices  for  two  years,  to  help 
him  to  restore  his  money  to  its  ancient  standard. 
The  clergy,  however,  resisted  this  bill,  saying 
that  the  king  had  already  pledged  his  own  pro- 
perty to  restore  the  coinage,  and  indemnify  the 
sufferers.  This  refusal  prevented  the  restoration 
of  the  money,  which,  in  fact,  was  still  further 
debased,  so  that  the  marc  of  silver,  which  at  the 
banning  of  his  reign  was  rated  at  fifty*  five  sols 
six  deniers  of  Tours,  in  1305,  was  rated  at  a  hun- 
dred and  seventy  sols. 

307.  At  last,  however,  the  king  could  no 
longer  resist  the  complaints  of  the  people.  The 
marc  of  silver  was  reduced  to  fifty- five  sols  six 
deniers,  and  gros  toumais  were  struck  at  that  rate 
of  the  standard  of  St.  Lonis.  But  the  base 
money  was  allowed  to  be  current  along  with  the 
good,  without  reducing  it  to  its  proper  value, 
which  caused  great  confusion.  For  the  gros, 
which  by  the  ordonnance  of  the  3rd  May,  1305, 
was  ordered  to  pass  for  ten  and  a  half  of  the  new 
deniers  of  Paris,  was  ordered  by  another  ordon- 
nance to  pass  for  thirty-one  and  a  half  of  the  cur- 
rent deniers. 

308.  The  king,  however,  did  not  long  remain 
on  his  good  behaviour.  Listening  to  the  perni- 
cious advice  of  two  Florentines,  Musicbati  and 
Bichi,  he  soon  debased  it  as  much  as  ever,  so 
that  the  price  of  the  marc  soon  returned  to  one 
hundred  and  sixty-eight  sols.  This  new  fraud 
gave  rise  to  a  horrible  sedition  in  Paris.  The 
people  wished  to  pay  in  debased  money,  not  being 
able  to  obtain  the  good,  except  at  a  considerable 
loss.  The  rich  demanded  payment  in  good 
money,  not  choosing  to  put  up  with  the  loss  on 
the  bad.  The  people  reduced  to  despair,  rose  and 
pillaged  the  house  of  Stephen  Barbette,  the 
master  of  the  Mint,  who  was  supposed  to  be  the 
author  of  this  measure.  They  then  besieged  the 
Temple  where  the  king  resided,  knocked  over  his 
dinner,  and  committed  many  other  excesses. 
The  people  were  with  difficulty  appeased,  and 
the  ringleaders  punished. 

309.  The  Estates  met  at  Paris,  and  by  their 
advice  the  king  ordained  that  after  the  next  feast 
of  St.  Remy,  g^Dod  money  only  should  be  issued, 
so  that  the  good  gros  toumois  which  then  passed 
for  three  base  deniers,  should  only  pass  for  one, 
and  the  base  ones  reduced  to  their  proper  value, 
namely,  three  for  one,  and  the  other  money  in 
France  should  be  reduced  to  its  proper  value. 
That  the  marc  of  silver  should  be  brought  back 
from  one  hundred  and  sixty-eight  sols,  to  fifty-five 
sols  six  deniers,  and  that  the  marc  of  gold  should 
remain  as  before,  at  forty -four  livres  toumois. 


Thus  good  money  was  restored  from  the  8th  Sep- 
tember to  January,  1311.  In  1308,  all  foreign 
money  was  decried,  and  forbidden  to  be  current. 
In  1309,  this  order  was  renewed,  and  particularly 
the  sterlings  or  pennies  of  England,  and  the 
florins  of  Florence  were  decried.  In  1310,  the 
gold  reijies  were  decried,  and  the  masseSj  or 
roiaux  durs  coined  out  of  them.  The  king  gave 
154  marcs  of  the  best  coined  of  these  as  the  dowry 
of  Isabella  of  France,  on  her  marriage  with 
Edward  U.  of  England. 

310.  In  1311,  the  king  began  debasing  his 
money  again,  to  the  great  dissatisfaction  of  the 
people.  Great  quantities  of  counterfeit  money 
were  soon  in  circulation.  By  an  ordonnance  of 
June  1313,  several  of  the  current  coins  were 
altered  in  their  rating,  and  many  others  cried 
down,  by  which  many  merchants  were  ruined. 
He  was  then  forced  to  return  to  the  standard  of 
St.  Louis,  but  this  only  lasted  till  August  1314, 
when  he  began  a  fourth  debasement  of  the  money. 
This  debasement,  as  well  as  the  repeated  changes 
in  the  rating  of  the  coins,  so  enraged  the  people, 
that  the  king,  on  his  return  from  Flanders,  found 
the  whole  country  full  of  sedition  and  uproar, 
caused  by  the  new  taxes  and  the  base  money. 
On  the  2nd  October,  the  king  ordered  all  the 
chief  cities  of  the  kingdom  to  send  two  or  three 
notables  to  Paris  by  the  Ist  of  November,  to 
remedy  the  disorders  in  the  coinage.  The  king, 
however,  died  on  the  24th  November,  and  the 
advice  of  the  meeting  was  not  followed.  The 
king,  however,  was  so  sensible  of  the  evils  of 
debasing  the  coinage,  that  in  his  wilt,  he  above 
all  things  most  earnestly  recommended  his  son  to 
coin  none  but  good  money. 

311.  Louis  Hutin  (1324)  to  his  great  indig- 
nation, found  the  treasury  empty,  and  angrily 
asked  the  ministers  of  his  father  what  had  become 
of  all  the  tithes  collected  by  his  father,  and  the 
profits  on  debasing  the  money.  The  empty  state 
of  his  treasury  not  only  prevented  him  restoring 
the  money  according  to  his  father's  injunctions, 
but  made  him  debase  it  still  more.  This,  together 
with  some  new  taxes,  caused  a  nearly  general 
revolt  throughout  the  kingdom.  Charles  of  Valois 
was  sent  to  pacify  the  people,  and  he  persuaded 
them  to  state  their  grievances  In  writing,  and  he 
promised  to  obtain  redress  for  them.  The  cahiers 
of  grievances  sent  in  by  the  States,  unanimously 
demanded  the  restoration  of  the  money  to  the 
standard  of  St.  Louis.  The  king  was  obliged  to 
promise  this  restoration,  and  began  by  compelling 
the  barons  and  bishops  to  reform  their  money, 
which  was  as  bad  as  his  own. 

312.  It  was  at  this  time  suggested  to  the  king, 
to  bring  the  money  issued  by  the  barons  and 
prelates  under  his  own  control,  and  forbid  them 
to  coin  any  except  of  a  certain  regulated  weight 
and  fineness,  and  that  each  should  bear  a  peculiar 
mark.  The  king  approving  of  the  idea,  but 
seeing  the  difficulty  of  putting  down  the  frauds 
committed  by .  them,  determined  to  deprive  them 
of  the  right  of  coining  altogether.  But  the  oppo- 
sition was  too  strong  for  him,  and  he  was  obliged 
to  content  himself  with  fixing  their  weight,  fine- 
ness, and  mark.  An  ordonnance  to  this  effect 
was  issued  in  1315.  Le  Blanc,  p.  198,  gives  the 
names  of  thirty-one  of  these  barons  and  prelates 
who  were  allowed  to  coin,  and  the  regulations 
affecting  their   money.    There  were,   however, 
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sererBl  others  who  enjoyed  this  right,  not  men- 
tioned In  the  ordounance.  It  is  remarkable  that 
different  degrees  of  fineness,  as  well  as  different 
weights,  were  prescribed  for  different  persons,  as 
well  as  the  rate  their  money  shonid  exchange  for 
with  the  royal  money.  The  king  then,  on  the 
15th  of  January,  1316,  issued  a  proclamation  care- 
fully regulating  his  own  money  according  to  the 
standard  of  St.  Louis.  The  coins  that  were  to  be 
current  were  named,  and  all  others,  whether  of 
gold  or  silver,  or  bullion,  were  decried  and  ordered 
to  be  brought  into  the  royal  Mints  within  one 
month.  AH  remaining  out  after  that  was  to  be 
forfeited,  and  in  order  to  increase  the  quantity  of 
money,  no  person  was  to  make  any  vessel  of  silver 
for  two  years.  It  was  forbidden  to  give  more 
than  the  mint  price  for  gold  or  silver.  After 
having  wrought  this  good  work,  Louis  Hntin  died 
5th  June,  1316,  leaving  a  posthumous  son,  who 
died  a  few  days  aft;er  his  birth. 

313.  Philip  le  Long  (1316^  coined  no  gold 
but  the  moutons  of  the  same  weight  and  fineness 
as  those  of  St.  Louis,  and  his  brother  Louis  Hntin. 
On  the  23rd  June,  1317,  he  issued  a  procla- 
mation stating  that  in  consequence  of  the  barons 
and  prelates  having  disobeycKl  the  ordounance  of 
Louis  Hutin,  regarding  the  amendment  of  their 
money,  some  having  greatly  debased  theirs,  and 
counterfeited  that  of  the  king,  the  people  were 
pillaged,  prices  raised,  and  trade  stopped.  To 
stop  these  disorders,  the  king  sent  bailiffs  to 
seize  all  the  money  of  the  barons  and  prelates, 
and  send  it  to  Paris  to  be  assayed.  They  were 
forbidden  to  coin  any  more  till  further  orders. 
The  king  of  England  himself  was  not  exempted. 
Bv  a  commission  of  December  13th,  1320,  Peter 
of  Cahors,  master  of  the  Mint,  was  ordered  to  go 
to  Bordeaux,  and  other  places  in  Guyenne,  and 
sieze  the  coins  struck  by  the  king  of  England. 

314.  The  evils  of  the  private  Mints  were  so 
intolerable,  that  the  king  determined  to  buy  them 
up.  In  May  1319,  he  bought  up  the  Mints  of  his 
uncle  Charles  of  Yalois,  at  Chartres  and  Anjou, 
for  50,000  livres.  In  1321,  he  bought  up  from 
Louis  of  Clairmont,  Baron  of  Bourbon,  and  Grand 
Chamberlain  of  France,  his  Mints  at  Clairmont 
and  Bourbon,  for  15,000  livres.  He  had  fully 
determined  that  tliere  shonid  be  In  France  only 
one  currency,  one  weight,  and  one  measure.  But 
this  wise  purpose  was  frustrated  by  the  king*s 
death,  in  January  1322. 

315.  Charles  le  Bel  (1322)  coined  gold  mou- 
tons of  the  same  weight  as  his  predecessors,  till 
1325,  when  he  returned  to  double  roials  of  pure 
gold,  and  of  the  same  weight  as  the  moutons.  He 
continued  the  gros  toumois.  All  gold  money  ex- 
cept the  agnel  was  decried,  and  money  changers 
were  appointed  to  exchange  the  current  coins  for 
the  new  ones  at  fixed  rates.  The  war  with  the 
English  in  Guyenne  led  hitn  to  abandon  his  good 
intentions  respecting  the  coinage.  In  1324,  he 
followed  the  example  of  his  father,  Philip  le  Bel, 
in  debasing  his  money.  The  gros  tournois  rose 
from  twelve  to  twenty  Paris  deniers.  Charles  le 
Bel  died  1st  February,  1328. 

316.  Philip  of  Yalois  succeeded  in  April,  1328. 
He  coined  more  gold  money  of  different  kinds 
than  any  of  his  predecessors.  They  were  the 
parisiSf  worth  a  Paris  pound,  or  twenty  Paris  sols ; 
the  escuj  of  fine  gold,  from  1336  to  1347,  and  then 
twenty*  three  carats  fine,  and  then  further  reduced 


to  twenty-one  carats.  This  money  became  very 
celebrated,  and  more  was  coined  of  it  than  of  any 
other.  There  were  also  the  Uons^  the  pamUansy 
the  eouronnes,  the  doubles,  and  the  anges^  which 
only  continued  for  a  very  short  time.  By  an 
ordounance  in  1329,  the  silver  money  was  ordered 
to  be  brought  back  to  the  standard  of  St.  Louis, 
and  this  was  done  in  1330.  To  encourage  people 
to  bring  their  money  to  be  coined,  and  to  gain 
the  esteem  of  God  and  the  people,  he  gave  np  all 
profit  on  the  coinage.  In  1332,  every  one  was 
ordered  to  bring  the  third  part  of  his  plate  to  the 
Mint  to  be  coined,  and  nothing  but  the  cost  of 
coinage  was  to  be  charged,  so  that  sixty  gros 
tournois  being  coined  out  of  the  marc,  (mly  two 
were  retained  for  cost  of  coinage. 

317.  But  this  fair  promise  was  soon  dis- 
appointed. In  1336,  he  began  to  debase  his 
money,  and  this  was  carried  to  such  an  extrava- 
gant length,  that  the  marc  of  gold,  which  in  the 
beginning  of  his  reign  was  cut  into  41  livres  13 
sols,  in  1342,  was  cut  into  117  livres,  and  the 
marc  of  silver,  which  was  cut  into  58  sols  in  1342, 
was  cut  into  270  sols. 

318.  In  1343,  he  was  obliged  to  return  to  good 
money.  But  in  1350,  he  began  to  debase  it  again. 
But  the  restoration  in  1343,  was  not  equal  to  the 
original  standard  of  St.  Louis,  as  the  gros  tour- 
nois, which  was  then  equal  to  12  deniers,  was 
declared  in  1343,  to  be  worth  fifteen.  And  tliis 
commenced  a  permanent  depreciation. 

319.  Matthew  Villani  says,  that  this  depreci- 
ation of  the  money  alienated  from  him  the 
affection  of  his  subjects.  It  ruined  many  of  the 
merchants,  and  drove  trade  away  ftx>m  the  king- 
dom. It  also  impoverished  the  barons  and 
burghers,  so  that  it  seemed  like  a  Judgm^t  of 
Goo,  that  having  such  numbers  of  barons  and 
cavaliers  who  had  previously  been  distinguished 
above  all  the  world  of  deeds  of  arms,  they  now 
never  met  the  English  without  dishonor.  Philip, 
by  an  ordounance  of  the  17th  January,  1347, 
expressly  claimed  for  the  crown  the  undoubted 
right  of  regulating  the  moneys  throughout  his 
kingdom,  and  to  fix  their  price  as  he  pleased. 

320.  Notwithstanding  this  strenuous  assertion 
of  right,  when  in  1350,  he  determined  to  debase 
the  coinage,  he  imposed  on  the  officers  and  work- 
men of  the  Mint,  a  solemn  oath  that  they  would 
not  reveal  the  debasement,  so  that  merchants 
might  not  find  it  out. 

321.  The  changes  in  the  coinage  are  far  too 
numerous  for  us  to  recount  here.  In  the  table 
annexed  to  this  article,  will  be  found  the  varia- 
tions in  the  rating  of  the  marc  of  gold  and  silver. 
When  people  found  that  the  silver  coins  were 
never  the  same  for  a  year  together,  they  left  off 
contracting  in  livres  and  sols,  and  adopted  the 
gold  coins,  because  they  were  not  so  frequently 
tampered  with.  By  an  ordounance  of  the  22nd 
August,  1343,  it  was  strictly  forbidden  that  any 
one  should  be  daring  enough  to  contract  in 
anything  but  livres  and  sols,  under  pain  of  forfeit- 
ing the  merchandize,  and  being  at  the  Jung's 
mercy. 

322.  John  succeeded  in  1350.  He  began  by 
coining  escus  of  gold,  21  carats  fine.  In  1351, 
he  coined  florins  of  pure  gold  at  the  rate  of  fifty 
to  the  marc.  The  usual  result  followed,  they 
were  immediately  hoarded,  and  consequently  the 
coinage  of  them  was  discontinued  witlun  a  month 
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after  it  was  begun.  Gold  e»eus  were  then  coined, 
1 8  carats  fine.  In  1354,  mouiaru  of  fine  gold  were 
coined  at  the  rate  of  52  to  the  marc,  weighing 
8  den.  16  grs.,  and  rated  at  25  sols.  Dnring  the 
rest  of  this  reign  the  gold  coins  were  always  pare. 
In  1360,  he  coined /ronc^  of  gold,  which  weighed 
a  dram.  They  were  rated  at  20  sols,  and  thence 
also  called  livres.  These  coins  became  very  cele- 
brated, and,  in  fact,  their  dwarfed  silver  progeny 
is  still  the  standard  coinage  of  France.  Le  Blanc 
says,  that  the  franc  which  then  was  rated  at  20 
sols,  was  rated  at  140  in  his  day  (1692.) 

323.  The  misfortunes  of  this  reign  produced 
such  derangements  of  the  coinage,  as  have  scarcely 
ever  been  equalled  in  any  conotry  either  before  or 
since.  The  rating  of  the  money  was  changed 
sometimes  every  weeic,  sometimes  oftener  I  He 
also  tried  sometimes  to  conceal  the  debasement 
from  the  public  by  swearing  the  workers  of  the 
Mint  to  secrecy,  about  as  sensible  a  proceeding  as 
that  of  the  ostrich.  The  king,  however,  promised 
to  return  to  tres  forte  monnayey  that  is,  to  the 
money  of  St.  Louis,  as  soon  as  the  war  ceased. 

324.  But  the  misfortunes  of  the  kingdom  were 
brought  to  a  climax  by  the  capture  of  the  king  at 
the  battle  of  Poitiers,  the  19th  September,  1356. 
The  money  was  then  more  debased  then  ever,  so 
that  on  the  2l8t  March,  1360,  the  marc  of  silver 
was  rated  at  102  livres,  or  2,040  sols  I  Great 
tumults  took  place  at  Paris,  in  consequence  of  the 
debased  money  issued  by  the  regent,  to  appease 
which,  it  was  necessary  to  summon  the  estates  of 
the  realm.  At  their  meeting  the  bishop  of  Laon 
strongly  enforced  the  necessity  of  restoring  the 
money,  on  which  condition  they  promised  the 
regent  30,000  men.  The  dauphin  renewed  the 
promise  of  his  father  to  coin  good  money,  and  not 
to  change  it  aeain.  In  consequence  of  the  intol- 
erable evils  of  base  money,  he  promised  to  coin 
mtmtont  or  florins  of  pure  gold,  52  to  the  marc,  to 
pass  for  30  sols  toumois.  The  estates  of  Langue- 
doc  having  voted  the  king  a  considerable  subsidy, 
demanded  a  restoration  of  the  coinage,  which  was 
granted  on  the  23rd  November,  1356.  In  accord- 
ance with  this,  new  gros  were  coined  at  the  Mints 
of  FigeaCy  Toulouse,  Agen,  and  Montpellier. 
But  this  good  money  was  one-half  alloy,  and 
passed  for  12  deniers  tournois.  This  money,  base 
as  it  was,  was  still  one  half  better  than  the  money 
in  the  other  provinces,  which  was  only  four 
deniers  fine.  In  January  1358,  the  estates  met 
at  Paris,  and  authorized  the  regent  to  coin  debased 
money,  and  retain  one-fifth  of  the  profits  for  the 
expenses  of  the  war.  On  the  30th  August,  1358, 
the  rating  of  the  marc  was  reduced  from  13  livres 

10  sols,  to  6  livres  15  sols.  The  misery  caused 
by  the  war  was  so  great,  that  they  endeavoured 
to  palliate  it  by  depreciating  the  coinage,  so  that 
in  March  1360,  the  marc  of  silver  was  rated  at 
102  livres,  and  the  gold  escn  at  11  livres.  In 
that  month,  however,  they  suddenly  returned  to 
forte  monnaye^  the  silver  marc  was  reduced  to 

11  livres,  and  the  star  groat«  which  passed  for 
80  deniers,  were  reduced  to  two. 

325.  On  his  return  from  captivity,  John 
determined  to  restore  the  coinage.  On  the  5th 
December,  1360,  he  issued  an  ordonnance  from 
Compiegne,  that  new  money  of  fine  gold  was  to  be 
coined  at  the  rate  of  63  to  the  marc,  of  which 
three  were  retained  for  seignorage.  They  were 
to  be  called  frauM^  and  to  pass  for  20  sols. 


Gros  of  fine  silver  were  coined  at  84  to  the  marc. 
The  marc  of  silver  was  rated  at  five  livres,  and 
that  of  gold  at  sixty  livres ;  so  the  proportion  of 
silver  to  gold  was  one  to  twelve. 

326.  To  show  how  utterly  impossible  it  is  for 
us  to  convey  to  our  readers  an  adequate  notion  of 
of  the  monetary  disorder  of  France,  we  may 
mention  that  Le  Blanc  gives  a  table  of  the 
variations  in  the  rating  of  a  single  coin,  the  gold 
fiorin  during  twelve  years.  From  March  1346, 
to  March  1357,  it  underwent  118  changes  of 
rating,  varying  from  ten  sols  up  to  fifty-three. 
It  was  frequently  changed  several  times  in  a 
month. 

327.  Charles  Y.  (1364,)  coined  gold  fleurs  de 
lis,  to  pass  for  20  sols.  They  soon  came  to  be 
called  by  the  name  of  francs,  which  already 
denoted  a  coin  of  twenty  sols.  From  his  experi- 
ence as  dauphin,  dnring  the  disastrous  wars  and 
captivity  of  his  father,  he  had  learnt  that  the 
debasement  of  the  coinage  had  greatly  im- 
poverished France,  and  was  partly  the  cause  of 
the  political  troubles  that  had  so  cruelly  torn  the 
country.  The  wise  king  having  greatly  at  heart 
to  repair  the  evils,  and  restore  the  country  to 
its  ancient  grandeur,  paid  the  greatest  attention 
to  the  state  of  the  coinage.  Nicolas  Oresme, 
bishop  of  Lisieux,  who  had  been  his  tutor,  wrote 
a  treatise  against  the  constant  changes  in  the 
rating  and  the  debasement  of  the  coinage. 

328.  Charles  VI.  (1380)  in  1385,  coined  gold 
couronnes,  sixty  to  the  marc,  and  rated  at  22  soLs 
6  den.  tournois  each.  This  money  continued  to 
be  coined  till  the  time  of  Louis  XIII.,  and  other 
coins  which  were  not  continued  beyond  his  reign. 
He  also  coined  silver  gros  at  twenty  deniers,  and 
others  at  fifteen  deniers.  But  the  good  custom  of 
his  father  was  abandoned,  and  the  weight  and 
fineness  of  the  silver  coinage  was  often  changed, 
but  never  the  rating.  At  the  beginning  of  his 
reign  the  gold  marc  was  rated  at  63  livres  17  sols 
6  deniers,  and  the  silver  marc  at  5  livres  16  sols. 
This  continued  till  the  chronic  pest  of  France,  the 
wars  with  the  English,  caused  them  to  try  again 
the  ineffectual  remedy  of  debasing  the  coin.  In 
1420,  the  gold  marc  was  rated  at  171  livres  13  sols 
4  den.,  and  the  silver  marc  at  28  livres.  This 
was  done,  said  one  ordonnaace  of  the  king  in  1418, 
to  resist  the  English  enemy,  and  his  damnable 
invasion,  and  because  he  had  no  other  revenue 
from  his  domain.  Good  money  was  restored  in 
1421. 

329.  Charles  YII.  began  his  disastrous  reign 
in  1422.  He  did  not  coin  any  new  sort  of  money. 
But  as  usual  during  troubled  times,  the  weight, 
fineness,  and  denomination  were  repeatedly 
changed,  as  is  sufficiently  shown  in  the  table 
subjoined  to  this  article.  The  dauphin  was  de- 
clare regent  in  1418,  in  consequence  of  the 
incapacity  of  the  king,  and  he  set  up  his  court  at 
Bonrges.  He  resorted  to  the  usual  plan  of  depre- 
ciating the  coinage  to  so  great  an  extent,  that. the 
marc  of  silver,  which  in  1418,  was  rated  at  nine 
livres,  was  rated  at  ninety  in  1422,  and  the  fros 
/attmot>,  which  was  at  first  rated  at  twenty  deniers, 
and  was  5  den.  8  grs.  fine,  at  the  rate  of  eighty  to 
the  marc,  was  reduced  to  eight  grains  only  fine, 
and  cut  at  120  to  the  marc.  Thus  the  silver 
marc,  which  was  received  at  the  Mint  at  ninety 
livres,  were  debased  there  down  to  361  livres 
10  sols,  80  that  the  king  retained  as  seignorage 
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270  livres  10  sols  on  each  marc*  The  gold  marc 
was  equally  debased,  it  was  received  at  the  Mint 
at  320  livres,  and  debased  to  2,847  livres,  the  escu 
passing  for  forty  livres.  This  debasemeDt  pro- 
duced so  much  confusion  and  distress,  that  he 
was  obliged  to  return  to  good  money  in  October, 
1422.  The  silver  marc  was  reduced  from  90,  to 
7  livres  10  sols.  The  gold  marc  was  reduced  to 
90  livres,  and  the  gold  escu  was  reduced  from 
40  livres  to  20  sols.  Thus  the  money  was  reduced 
to  l-40th  part  of  its  nominal  value.  This  restora- 
tion, however,  was  not  preserved,  but  the  debase- 
ment was  not  nearly  so  bad  as  at  first.  The  marc 
of  silver  rose  to  15  or  20  livres,  but  in  1454,  the 
country  was  finally  delivered  from  the  English, 
and  it  was  then  reduced  to  8  livres  15  sols,  and 
the  gold  marc  rated  at  100  livres. 

330.  In  1436,  Paris  was  recovered  by  her 
legitimate  king,  and  the  famous  Jacques  CoBur 
was  made  mastei:  of  the  Mint.  He  coined 
couronnes  of  fine .  gold,  seventy  to  the  marc,  and 
rated  at  twenty-five  sols.  The  rating  of  these 
coins,  however,  was  changed,  and  what  was 
stranger,  was,  that  they  were  rated  differently  in 
Normandy  from  the  other  provinces.  For  the 
escu^  which  passed  for  27  sols  6  dens,  in  the  rest 
of  France,  was  rated  at  30  sols  in  Normandy. 

331.  Louis  XI.  (1461)  coined  only  esctis,  and 
half  escu8  of  gold,  23  l-3rd  carats  fine.  They 
were  of  two  sorts,  the  couronnes  at  seventy-one  to 
the  marc*  and  the  soleils  at  seventy  to  the  marc. 
The  latter  were  first  coined  in  1475,  and  super- 
seded the  couronnes.  In  silver  he  coined  gros^ 
11  den.  12  grs.  fine,  which  weighed  a  dram,  and 
passed  for  2  sols  6  dens.  The  silver  marc  was 
rated  at  8  livres  15  sols,  and  a  seignorage  of  five 
sols  was  taken.  The  marc  of  gold  was  rated  at 
100  livres,  and  on  this  a  seignorage  of  25  sols  5 
dens,  was  taken.  A  great  number  of  foreign  coins 
were,  however,  allowed  to  pass  current. 

332.  In  1473,  it  was  found  that  the  good 
French  coinage  was  being  exported  to  foreign 
countries,  and  after  much  discussion  the  rating  of 
the  gold  and  silver  marcs  was  altered  to  check  it. 
The  marc  of  gold  was  rated  at  110  livres,  and 
that  of  silver  at  10  livres.  This,  however,  not 
proving  successful,  in  November  1475,  the  gold 
marc  was  raised  to  118  livres,  and  the  sUver 
marc  left  at  ten.  The  gold  escus  were  raised 
from  30  sols  3  dens,  to  33  sols.  All  foreign  money 
was  decried,  except  that  of  England,  and  the 
dukes  of  Burgundy  and  Bretagne,  which  were 
ci'ied  down  in  1479,  but  the  king  of  England 
having  remonstrated  against  this,  his  money  was 
again  allowed  to  be  cui'rent  in  January  1480. 

333.  Louis  XT.  was  very  jealous  of  the 
invasion  of  his  prerogative  of  coining  money.  He 
declared  war  against  the  Due  de  Bretagne  for 
coining  gold  money.  This  war  was  called  that 
of  the  ptdflic  good,  and  was  ended  by  the  treaty 
of  the  Bois  de  Vincennes,  1st  October,  1465. 
One  of  the  conditions  of  the  treaty  was  that  the 
duke  might  coin  gold  at  his  Mint,  which  might 
be  current  throughout  the  whole  kingdom.  The 
king,  pressed  by  his  enemies,  was  obliged  to 
recognise  in  the  treaty,  the  ancient  right  of  the 
dukes  of  Brittany  to  coin  ^old,  but  this  was 
notoriously  contrary  to  historical  evidence,  for  in 
1391,  Charles  YI.  had  sent  the  duke  of  Ben*y 
with  several  of  his  principal  councillors,  to  com- 
plain to  the  duke  of  Brittany  tlu&t  he  coined  gold 


and  silver,  having  only  the  right  to  coin  billoa 
or  mixed  money.  Louis,  however,  accorded  the 
privilege  of  coining  gold  and  silver  to  his  brother 
Charles,  whom  he  persuaded  to  take  Gnyenney 
and  other  large  districts  of  country,  in,  exchange 
for  Champagne.  He  also  gave  the  same  privilege 
to  the  Prince  of  Orange. 

334.  Charles  VIII.  (1483)  coined  the  same 
sort  of  gold  money  as  his  father,  and  in  1488,  on 
the  death  of  the  duke  of  Brittany,  pretending  that 
the  province  belonged  to  the  crown,  invaded  it^ 
and  captured  many  of  the  principal  towns.  The 
duke  had  left  one  daughter,  Anna,  and  to  end  all 
disputes  about  the  coinage,  and  the  sovereignty  of 
the  province,  the  king  adopted  the  sensible  coarse 
of  marrying  the  young  duchess  in  1491. 

335.  In  1487,  the  rating  of  the  good  coin  was 
altered  in  the  fatile  hope  of  preventing  its  being 
exported.  The  gold  escu  was  raised  to  thirty-five 
sols,  and  the  other  current  gold  coins  in  propor- 
tion. In  1488,  the  silver  marc  was  raised  from 
ten  to  eleven  livres,  and  the  silver  coins  in  pro- 
portion. 

336.  Louis  XII.  (1497)  coined  gold  escus  au 
soleil  of  the  same  weight  and  fineness  as  his 
father.  He  is  remarkable  as  being  the  first  to 
put  the  date  on  these  coins.  This  was  done 
perhaps,  to  mark  the  year  of  his  marriage  with 
the  duchess  of  Brittany,  1498,  as  it  was  not 
adopted  as  a  custom  till  Henry  II.  Up  to  1513, 
he  coined  gros  in  silver,  but  in  that  year  he  dis- 
continued them,  and  coined  testons  instead,  so 
called  from  having  his  head  on  them.  They  were 
of  silver,  XL  deniers,  6|  grains  fine,  and  cut  at  25^ 
to  the  marc,  and  passed  for  10  sols,  toumois. 
The  silver  marc  was  rated  at  12  livres  10  sols. 
The  testons  weighed  7  deniers  12i  grains,  and 
were  the  heaviest  money  yet  coined  in  France. 
These  coins  continued  to  be  struck  till  Henry  III. 
Louis  XII  made  no  change  in  the  rating  of  the 
marc,  or  the  money  of  gold,  and  only  one  in  that 
of  the  marc  of  silver. 

337.  Francis  L  ^1515)  at  first  coined  money 
similar  to  that  of  his  predecessor,  namely  escus 
at  70  to  the  marc.  In  1519  their  fineness  was 
diminished  a  quarter  of  a  carat,  and  their  weight 
three-quarters  of  a  grain.  In  1538  their  fineness 
was  further  diminished  3  carats.  In  1541  some 
escus  were  coined,  which  were  remarkable  as 
being  the  first  on  which  the  date  was  given; 
though  this  was  not  adopted  as  a  regular  practice 
tiU  the  follcpwing  reign.  In  order  to  trace  any 
bad  money  to  its  proper  source,  each  mint,  in 
1539,  was  ordered  to  bear  a  distinguishing  letter 
on  its  coinage.  By  this  ordonnance  it  appears 
that  there  were  then  25  mints  in  France. 

Francis  coined  only  testons  and  demi-testons  in 
silver.  They  were  depreciated  as  well  as  the 
gold  coinage  during  this  reign.  In  1516  their 
fineness  was  XI.  deniers  18  gi*ains,  and  they  were 
coined  at  25}  to  the  marc  In  1521  the  fineness 
was  reduced  to  XI.  deniers  6  grains.  The  mai'C 
of  silver  was  rated  at  14  livres  at  the  end  of  this 
reign,  and  the  marc  of  gold  was  raised  35  livres 
4  sols.  2  dens.  It  being  found  that  inferior  foreign 
money  was  imported,  and  the  French  export^, 
the  gold  e^cu^  which  passed  for  36  sols  3  deniers 
in  1519,  was  raised  to  40  sols,  and  in  1532  to  45 
sols.  The  rating  of  the  silver  coinage  was  raised 
in  like  proportion.  This,  however,  was  found 
ineffectual;   and,  says   Le   Blanc,   such  plans 
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always  will  be  useless,  unless  the  corrency  of 
foreign  money  is  forbidden,  and  gold  and  sUver 
rated  proportionably  to  their  value  in  neighbour- 
ing countries.  He  says  that  the  English  always 
understood  these  matters  better  than  other  na- 
tions. 

338.  Henry  II.  succeeded  his  father  Francis  I. 
in  1549.  He  coined  gold  escus^  23  carats  fine, 
and  7  1-1 6th  to  the  marc.  There  were  also  half, 
quarter,  and  double  escus ;  the  latter  were  called 
Hettris.  And  in  1549  two  novelties  were  Intro- 
duced, to  the  great  relief  of  namismatists,  namely 
the  year  of  the  coinage,  and  the  distinguishing 
number  of  the  king. 

A  new  coinage  of  Henris,  however,  was 
ordered.  They  were  23  cai-ats  fine,  and  67  to 
the  marc.  The  workmanship  of  the  coin  was 
greatly  improved  by  means  of  a  new,  press.  In 
1549,  the  price  of  the  marc  of  gold  was  raised 
6  livres  12  sols  5  dens.,  and  now  stood  at  172 
livres.  The  gold  escu  was  rated  at  46  sols.  The 
price  of  the  silver  marc  was  raised  to  15  livres, 
and  the  teston  to  XI.  sols  4  dens.  These  ratings 
of  bullion  and  the  coinage  remained  the  same 
till  the  17th  August,  1561,  as  the  dies  of  Henry 
XL  were  used  till  that  date,  notwithstanding  the 
reign  of  his  son  Francis  II.  for  17  mouths. 

339.  Charles  IX.  succeeded  his  brother  Francis 
II.  in  December,  1560.  In  1561,  a  new  coinage 
of  gold  escus  was  struck.  Their  weight  was 
diminished  1  grain,  and  their  rating  raised  4  sols. 
They  were  then  made  current  at  50  sols,  bat  as 
they  passed  for  more  than  that  with  the  public, 
they  were  raised  to  54  sols  in  1 573.  The  marc 
of  gold  was  then  rated  at  200  livres,  that  of  silver 
at  17  livres,  and  the  teston  raised  to  13  sols. 

340.  Henry  HI.  succeeded  his  brother  in 
1574.  He  struck  no  new  coins  till  July,  1575. 
The  fii*st  he  struck  were  gold  escus  23  carats  fine, 
and  72j^  to  the  marc.  Double  and  quadruple 
escus  were  also  struck.  In  silver  he  struck  testons 
and  demi'testons^  as  well  as  two  new  species, 
francs^  with  their  halves  and  quarters,  and 
quarter  and  half-quai*ter  escus.  The  francs  were 
of  silver  10  deniers  fine,  17jt  to  the  marc,  and 
weighed  11  dens.  1  gr.  They  passed  for  20 
sols.  They  then  became  the  money  of  account, 
and  have  continued  so  ever  since. 

The  quarter  escus  of  silver  were  struck  in 
October,  1580.  They  were  deniers,  fine,  25  1-5 
to  the  marc,  and  weighed  7  deniers  12  grains,  and 
passed  for  15  sols.  In  1575  the  gold  escu  was 
rated  at  60  sols. 

341.  The  civil  disorders  under  Henry  HE. 
were  attended  with  their  usual  consequence,  a 
great  disorder  in  the  coinage.  The  gold  escus 
had  been  raised  to  60  sols,  but  they  passed  cur- 
rently at  68  sols.  To  remedy  this  inconvenience 
many  consultations  were  held  with  those  who 
were  supposed  to  be  most  skilful  in  such  affairs. 
The  Cour  des  Mormayes  recommended  tbat  a 
general  meeting  should  be  summoned  of  the  most 
experienced  persons  in  the  principal  towns  in 
the  kingdom,  to  consider  what  measures  should 
be  adopted  to  remedy  these  disorders.  They  also 
recommended  that  the  subject  should  be  brought 
before  the  States  General,  which  were  to  meet  at 
Blois  in  December.  They  presented  a  memorial 
to  the  king,  fully  and  minutely  detailing  the 
great  public  inconvenience  of  this  monetary  dis- 
order.   The  States  after  considering  this  remon- 


strance, resolved  to  reduce  the  gold  escu  to  60 
sols.  But  they  were  unable  to  effect  this,  and 
they  were  obliged  to  fix  it  temporarily  at  65  sols. 
The  Cour  des  Monnayes  pointed  out  that  this 
would  be  ineffectual,  and  further  recommended 
that  the  mode  of  computing  by  sols  and  livres 
should  be  abolished.  They  pointed  out  the  un- 
fairness to  one  or  other  of  the  contracting  parties, 
when  the  rating  of  the  coins  was  changed  so  fre- 
quently, and  advised  that  the  mode  of  reckoning 
should  be  changed  from  livres  and  sols  to  escus. 
This  proposal  was  deemed  so  important  that  a 
meeting  of  all  the  persons  most  learned  in  mone- 
tary matters  was  held  at  Paris,  at  the  house  of 
the  Cardinal  de  Bourbon.  The  plan  was  wai*mly 
debated,  but  the  advice  of  the  Cour  des  Monnayes 
was  finally  adopted,  and  an  ordonuance  issued  to 
that  effect,  containing  all  the  necessary  regula- 
tions for  adopting  this  change  on  the  1st  of 
January,  1578,  and  for  converting  all  current  en- 
gagements contracted  in  livres  and  sols  to  their 
equivalent  in  escus,  at  the  rate  of  60  sols  to  the 
escu. 

342.  Henry  III.,  died  in  August,  1589,  and 
the  Cardinal  de  Bourbon  was  proclaimed  king  by 
the  faction  of  the  League,  by  the  name  of  Charles 
X.    He  struck  money  similar  to  Henry  III. 

343.  Henry  IV.,  the  legitimate  successor, 
struck  money  immediately  after  the  death  of 
Henry  III.,  of  the  same  weight,  fineness,  and  de- 
nomination. During  the  civil  war  the  escu  had 
risen  in  current  usage  to  64  sols,  and  even  higher. 
In  1594,  when  Henry  IV.  obtained  possession  of 
Paris,  it  was  reduced  to  60  sols,  as  fixed  by  the 
edict  of  1577.  The  franc  was  also  brought  back 
to  20  sols.  In  1602,  the  mode  of  accounting  by 
escus  was  abolished,  and  that  by  livres  restored.  • 
At  the  same  time  the  gold  escu  was  raised  to 
65  sols,  and  the  franc  to  21  sols.  The  marc  of 
gold  was  rated  at  240  livres  10  sols,  and  that  of 
silver  at  20  livres  15  sols.  Foreign  money  was 
also  allowed  to  be  current.  The  restoration  of 
the  mode  of  counting  by  livres  was  not  found  to 
have  the  effects  expect-ed.  The  gold  escu  con- 
tinued to  rise,  and  in  1609,  usually  passed  current 
at  72  sols,  to  the  great  sm'prise  of  those  who 
advised  the  edict  of  1602.  Many  consultations 
and  discussions  were  held  before  the  king  on  this 
unexpected  state  of  things.  But  the  opinions 
were  so  divided  that  nothing  could  be  done.  The 
only  thing  they  all  agreed  in  was  that  foreign 
money  should  not  be  allowed  to  pass.  The  death 
of  the  king  on  the  14th  May,  1610,  put  an  end 
to  the  conferences,  which  were  irenewed  under 
the  Regency,  but  led  to  no  result. 

344.  Louis  XI II  succeeded  his  father  the  14th 
May,  1610,  but  made  no  change  in  the  coinage 
till  March,  1640,  when  orders  were  given  to 
strike  a  new  coin,  to  be  called  Louis  d'or.  It 
was  of  gold,  22  carats  fine,  and  coined  at  36^  to 
the  marc.  It  thus  weighed  5  deniers  6  gros.,  and 
was  rated  at  10  livres.  Half  and  double  Ionises 
were  also  struck. 

In  1641,  the  king  ordered  a  new  silver  coin  to 
be  struck,  to  be  called  the  Louis  dC argent  of  the 
value  of  60  sols.  The  silver  was'  XI  deniers 
fine,  and  8  ll-12ths  to  the  marc,  and  weighed 
21  deniers  8  grains.  Louises  of  30,  16,  aud  5 
sols  were  also  struck.  The  Ionises  of  60  sols 
were  also  called  escus  hlancs.  They  were  the 
heaviest  and  most  beautiful  silver  coins  which 


506 


COINAGE  OF  FRANCE. 


COINAGE  OF  FRANCE. 


had  yet  been  Btrnck.  The  dies  were  made  by 
the  celebrated  Varin.  The  evil  of  the  rise  of 
the  money  increased  even  faster  in  this  reign 
than  before.  In  the  course  of  26  years  the  price 
of  the  gold  escu  had  risen  39  sols. 

345.  The  edict  of  Henry  IV.  in  1602,  per- 
mitting the  cnrrency  of  forelsrn  money  had  caused 
yast  qnantities  to  be  imported,  and  in  conseqnence 
of  the  difference  of  rating,  the  French  money  was 
exported.  To  remedy  this,  many  conferences 
were  held  with  the  most  experienced  persons  in 
the  chief  commercial  towns,  and  they  advised 
that  all  the  different  pieces  should  be  reduced  to 
their  current  market  value.  The  gold  escu  was 
raised  to  75  sols,  and  the  value  of  the  foreign  gold 
money  settled  in  proportion.  Tlie  rating  of  the 
marc  of  gold  was  raised  to  278  livres  6  sols.  6  dens , 
that  of  silver  was  20  livres  5  sols.  4  dens.  Thus 
the  proportion  of  gold  to  silver  was  1  to  13- 
7-10th8.  This  ordonnance  took  effect  in  1615. 
In  1631,  further  changes  were  found  necessary. 
In  February  the  gold  escu  was  raised  to  80  sols, 
and  in  August  to  83.  In  July,  1633,  it  was 
raised  to  86,  in  March,  1637,  to  94  sols,  and 
in  June  to  104.  The  marc  of  gold  was  then 
rated  at  384  livres,  and  that  of  silver  at  25.  The 
silver  franc,  which  Henry  III.  at  struck  had  20 
sols,  was  raised  to  27.  In  1640  the  coinage  was 
greatly  depreciated  by  clipping,  and  it  was  found 
necessary  to  decry  all  light  gold  pieces.  The 
clippers  then  set  to  work  on  the  silver  money ; 
and  in  1641  it  was  found  necessary  to  order  that 
all  silver  money,  both  French  and  foreign,  should 
only  be  received  by  weight.  In  November  the 
light  silver  money  was  decried  altogether,  and 
ordered  to  be  coined  into  silver  Louises.  It  said 
'  in  the  ordonnance,  that  since  the  recoinage  of  the 
gold  40  millions  of  livres  had  been  struck.  Silver 
Louises  were  ordered  to  be  coined  XI.  dens,  fine, 
and  of  the  value  of  60,  30,  15,  and  5  sols.  The 
silver  marc  was  rated  at  26  livres,  10  sols,  and 
the  quarter  ecu,  which  in  1577  was  rated  at  15 
sols,  was  ordered  to  pass  for  21.  These  were  the 
most  beautiful  coins  which  had  been  struck  since 
the  Greeks  and  Romans ;  and  this  seems  to  have 
been  the  first  occasion  on  which  the  milled  edge 
was  introduced,  which  prevented  their  being 
clipped  without  detection.  The  restoration  of 
the  coinage  was  deemed  of  so  great  importance, 
that  med^  were  struck  with  the  inscription 

LUDOVICO      XIII.      BB8TITUTOKI      MONSTA.     Le 

Blanc  says  that  this  restoration  of  the  coinage  by 
Yarin  was  attended  with  this  further  advantage, 
that  it  saved  the  lives  of  multitudes  of  the  king*s 
subjects,  because  they  were  so  beautiful  that  they 
could  not  be  forged. 

346.  Louis  XIV.  succeeded  his  father  in  1643, 
and  at  the  beginning  of  his  reign  the  coinage  of  his 
father  was  continued.  In  1646  the  coinage  of 
quarter  and  half- quarter  escus  was  discontinued; 
and  in  1656  that  of  gold  escus,  after  which  lis 
dor  were  struck.  In  the  same  year,  a  new  coin 
called  lis  dargent  was  struck.  The  lis  dor  was 
23^  carats  fine,  and  60^  to  the  marc,  weighing 
3  dens.  3J  grs.,  and  rated  at  7  livres.  The  lis 
dargent  was  XL  dens.  12  grs.,  fine,  and  30^  to 
the  marc  weighed  6  dens.  5  ^.,  and  passed  for  20 
sols.  Half  and  quarter  lis  were  also  struck. 
These  pieces,  however,  were  soon  discontinued, 
and  the  Louises  of  gold  and  silver  restored. 

In  1685,  new  silver  money  wasooined  in  honor 


of  the  termination  of  the  war  in  Flanders.  Pieces 
worth  4,  2,  and  1  livres,  10  and  5  sols,  were 
struck,  10  dens.  7  grs.  fine.  The  4  firanc  pieces 
weighed  1  ounce  5  dens.  6  ^. 

347.  When  Louis  XIII.,  m  1641,  wished  to  coin 
all  the  foreign  money  which  circulated  In  France 
into  French  money,  he  summoned  all  the  most 
expert  persons  in  Paris  to  consider  what  propor- 
tion should  be  observed  between  gold  and  silver. 
It  was  found  that  at  Milan  the  ratio  was  1  to  12; 
in  Flanders  and  the  Low  Countries,  1  to  12| ;  in 
England  I  to  13  l-5th;  in  Spain,  1  to  13  l-3rd. 
It  was  considered  that  France  being  in  the  midst 
of  these  countries  should  adopt  a  medium  ratio, 
and  consequently  the  one  adopted  was  1  to  13|. 
This  proportion  was  observed  for  many  years, 
and  at  the  Paris  Mint  alone,  about  300  millions 
of  money  was  struck  in  that  proportion.  In  1655, 
the  proportion  was  changed  to  1  to  14  15-16ths, 
and  lis  dor  were  struck  to  pass  for  7  livres.  The 
rating  of  the  U>uis  dor  was  increased  from  10  to 
11  livres.  Many  changes  in  the  ratio  of  gold  to 
silver  were  made  after  this,  to  the  great  derange- 
ment of  trade .  The  Cour  des  Monnaies^  and  the 
principal  merchants  addressed  strong  remon- 
strances to  the  government  on  the  subject,  but 
without  effect.  In  1679,  a  considerable  amount 
of  foreign  and  light  money  was  in  circulation. 
This  was  all  decried  and  ordered  to  be  coined 
into  gold  and  silver  louis.  The  king  ordered  that 
good  new  money  should  be  given  for  all  the  old 
brought  to  the  Mint,  weight  for  weight,  without 
any  deduction.  Those  who  brought  bullion  re- 
ceived an  equal  weight  of  coin  in  exchange.  The 
mai'c  of  silver  was  now  rated  at  29  livres  6  sols 
11  deniers.  This  regulation  is  warmly  com- 
mended by  Le  Blanc. 

348.  In  1689,  a  new  recoinage  was  ordered, 
and  the  louis  dor  was  ordered  to  pass  for  12  livres 
10  sols,  and  the  ecus  for  3  livres  6  sols.  It  would 
be  tedious  to  give  all  the  variations  in  the  rating 
of  the  louis.  Between  1689  and  1709,  its  rating 
was  changed  35  times,  the  lowest  being  1 1  livres 
10  sols,  and  the  highest  15  livres,  and  the  ecus  a 
similar  number.  From  1640  to  this  year,  the 
louis  were  struck  at  36^  to  the  marc.  The  ecus 
were  9  to  the  marc.  In  May  1709,  an  edict 
ordered  louis  of  30  to  the  marc  to  be  struck  at  20 
livres.  But  the  same  tamperings  took  place  with 
its  rating  as  before,  so  that  it  seldom  remained 
the  same  for  many  weeks  at  a  time.  To  give 
these  at  full  length  would  be  obviously  impossible 
in  this  work.  They,  however,  will  all  be  fonnd 
in  De  BazingheiCs  Traite  des  Monnoies,  How- 
ever, in  1726,  these  miserable  practices  came  to 
an  end,  and  nothing  farther  took  place  till  the 
Revolution,  when  the  decimalization  of  the  coin- 
age was  ordered  by  the  Convention. 

349.  Beccaria  and  James  Watt  had  shown  the 
ereat  advantages  which  would  attend  the  intro- 
duction of  a  decimal  system  into  weights,  measures, 
and  coins.  But  no  nation  had  reduced  these  ideas 
into  practice  until  the  subject  was  taken  up  in 
1790,  In  the  Constituent  Assembly  of  France. 

The  history  of  the  introduction  of  the  decimal 
system  into  the  French  measures,  is  given  by 
Mr.  John  Quincy  Adams,  in  his  official  report  on 
Weights  and  Measures,  prepared  in  obedience  to 
an  order  of  the  Senate  of  the  United  States,  in 
1817.  We  shall  quote  his  account.  He  says,  p.  69: 

"In  the  year  1790,  the  present  Prince  de 
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Talleyrand,  then  Bishop  of  Aatnn,  distribnted 
among  the  members  of  the  Constituent  Assembly 
of  France  a  proposal,  founded  upon  the  confusion 
of  the  weights  and  measures  then  prevailing  all 
OTer  that  country,  for  the  reformation  of  the 
system,  or  rather  for  the  foundation  of  a  new  one, 
upon  the  principle  of  a  single  and  universal 
standard.  After  referring  to  the  two  objects 
which  had  previously  been  suggested  by  Huy- 
ghens  and  Piccard,  the  pendulum  and  the  propor- 
tional part  of  the  circumference  of  the  earth,  he 
conclnaed  by  giving  the  preference  to  the  former 
and  presented  the  project  of  a  decree.  First, 
that  exact  copies  of  all  the  different  weights  and 
elementary  measures  used  in  every  town  of 
France  should  be  obtained  and  sent  to  Paris. 
Secondly,  that  the  N'ational  Assembly  should 
write  a  letter  to  the  British  Parliament,  request- 
ing their  concurrence  with  France  in  the  adoption 
of  a  natural  standard  for  weights  and  measures, 
for  which  purpose  commissioners,  in  equal  num- 
bers from  the  French  Academy  of  Sciences  and 
of  the  British  Royal  Society,  chosen  by  those 
learned  bodies  respectively,  should  meet  at  the 
most  suitable  place,  and  ascertain  the  length  of 
the  pendulum  at  the  45th  degree  of  latitude,  and 
from  it  an  invariable  standard  for  all  measures 
and  weights.  Thirdly,  that  after  the  accomplish- 
ment, with  all  due  solemnity,  of  this  operation, 
the  French  Academy  of  Sciences  should  fix  with 
precision  the  tables  of  proportion  between  the 
new  standard  and  the  weights  and  measures 
previously  used  in  the  various  parts  of  France, 
and  that  every  town  should  be  supplied  with 
exact  copies  of  the  new  standard,  with  tables  of 
comparison  between  them  and  those  of  which  they 
were  to  supply  the  place.  This  decree,  somewhat 
modified,  was  adopted  by  the  assembly,  and,  on 
the  22nd  of  August,  1790,  sanctioned  by  Louis 
XVI.  Instead  of  writing  to  the  British  Parlia- 
ment themselves,  the  Assembly  requested  the 
King  to  write  to  the  King  of  Great  Britain,  in- 
viting him  to  propose  U>  the  Parliament  the 
formation  of  a  joint  conynission  of  members 
of  the  Royal  S<>ciety  and  of  the  Academy  of 
Sciences,  to  ascertain  the  natural  standard  in  the 
length  of  the  pendulum.  Whether  the  forms  of 
the  British  constitution,  the  temper  of  political 
animosity  then  subsisting  between  the  two 
countries,  or  the  convulsions  and  wars  which 
soon  afterwards  ensued,  prevented  the  acceptance 
and  execution  of  this  proposal,  it  is  deeply  to  be 
lamented  that  it  was  not  carried  into  effect.  Had 
the  example  once  been  set  of  a  concerted  pursuit 
of  the  great  common  object  of  uniformity  of 
weights  and  measures  by  two  of  the  miehtiest 
and  most  enlightened  nations  upon  earth,  the 
prospects  of  ultimate  success  would  have  been 
greatly  multiplied.  By  no  other  means  can  the 
uniformity,  with  reference  to  the  persons  using 
the  same  system,  be  expected  to  prevail  beyond 
the  limits  of  each  separate  nation.  Perhaps  when 
the  spirit  which  urges  to  the  improvement  of  the 
social  condition  of  man  shall  have  made  further 
progress  against  the  passions  with  which  it  is 
bound,  and  by  which  it  is  trammelled,  then  may 
be  the  time  for  reviving  and  extending  that 
generous  and  truly  benevolent  proposal  of  the 
Constituent  National  Assembly  of  France,  and  to 
call  for  a  concert  of  civilized  nations  to  establish 
one  uniform  system  of  weights  and  measures  for 
them  all. 


^  The  idea  of  associating  the  interests  and  the 
learning  of  other  nations  in  this  great  effort  for 
common  improvement,  was  not  confined  to  the 
proposal  for  obtaining  the  concurrent  agency  of 
Great  Britain.  Spain,  Italy,  the  Netherlands, 
Denmark,  and  Switzerland  were  actually  repre- 
sented in  the  proceedings  of  the  Academy  of 
Sciences,  to  accomplish  the  purposes  of  the 
National  Assembly.  But,  in  the  first  instance,  a 
Committee  of  the  Academy  of  Sciences,  consisting 
of  five  of  the  ablest  members  of  the  Academy,  ana 
most  eminent  mathematicians  of  Europe,  — 
Borda,  Lagrange,  Laplace,  Monge,  and  Con- 
dorcet,  were  chosen  under  the  decree  of  the 
Assembly,  to  report  to  that  body  upon  the 
selection  of  the  natural  standard,  and  other  prin- 
ciples proper  for  the  accomplishment  of  the 
object.  Their  Report  to  the  Academy  was  made 
on  the  19th  of  March,  1791,  and  immediately 
transmitted  to  the  National  Assembly,  by  whose 
orders  «lt  was  printed.  The  Committee,  after 
examining  three  projects  of  a  natural  standard, 
the  pendulum  beating  seconds,  a  quarter  of  the 
equator,  and  a  quarter  of  the  meridian,  had  a  full 
deliberation,  and  with  great  accuracy  of  judge- 
ment, preferred  the  last ;  and  proposed  that  its 
ten-millionth  part  should  be  taken  as  the  standard 
unit  of  linear  measure ;  that  as  a  second  standard 
of  comparison  with  it,  the  pendulum  vibrating 
seconds  at  the  45th  degree  of  latitude  should  be 
assumed ;  and  that  the  weight  of  distilled  water 
at  the  point  of  freezing,  measured  by  a  cubical 
vessel  in  decimal  proportion  to  the  linear  standard, 
should  determine  the  standard  of  weights  and 
vessels  of  capacity.  ♦  ♦  ♦  ♦  ♦ 

**  The  application  of  the  new  metrology  to  the 
moneys  and  coins  of  France,  has  been  made  with 
considerable  success ;  not,  however,  with  so  much 
of  the  principle  of  uniformity  as  might  have  been 
expected,  had  it  originally  formed  a  part  of  the 
same  project.  But  the  reformation  of  the  coins 
was  separately  pursued,  as  it  has  been  with  us ; 
and  as  the  subject  is  of  great  complication,  it 
naturally  followed  that  from  the  separate  con- 
struction of  two  intricate  systems,  the  adaptation 
of  each  to  the  other  was  less  connect  than  it  would 
have  been  had  all  the  combinations  of  both  been 
included  in  the  formation  of  one  great  master- 
piece of  machinery.  It  is  to  be  regretted  that  in 
the  formation  of  a  system  of  weights  and  mea- 
sures, while  such  extreme  importance  was  attached 
to  the  discovery  and  assumption  of  a  natural 
standard  of  long  measure  as  the  link  of  connection 
between  them  all,  so  little  consideration  was 
given  to  that  primitive  link  of  connection  between 
them  which  had  existed  in  the  identity  of  weights 
and  of  silver  coins,  and  of  which  France,  as  well 
as  every  other  nation  in  Europe,  could  still  per- 
ceive the  ruins  in  her  monetary  system  then  exist- 
ing. Her  livre  tournois,  like  the  pound  sterling, 
was  a  degeneracy,  and  a  much  greater  one,  from 
a  pound  weight  of  silver.  But  it  had  scarcely  a 
70th  part  of  its  original  value.  It  was  divided 
into  20  sols,  or  shillings,  and  the  sol  was  of  12 
deniers  or  pence.  It  had  become  a  mere  monej 
of  account ;  but  the  ecu,  or  crown,  was  a  silver 
coin  of  6  livres,  nearly  equivalent  to  an  ounce  in 
weight;  and  there  were  half-crowns  and  other 
subdivisions  of  it;  being  coins  of  one-fourth,  one- 
fifth,  one-eighth,  and  one-tenth  of  the  crown. 
There  were  also  coins  of  gold^  of  copper,  and  of 
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mixed  metal,  called  billon,  in  the  ordinary  circu- 
lations of  exchange.  Shortly  after  the  adoption 
of  the  provisional  or  temporary  metre  and  kilo- 
gramme, a  law  of  1 6  Vendemaire  II.  (1 7th  October, 
1793),  prescribed  that  the  principal  nnit,  both  of 
gold  and  silver  coins,  should  be  of  the  weight  of 
10  grammes.  The  proportional  value  of  gold  to 
silver  was  retained,  as  it  had  long  before  been 
established  in  France,  at  15}  for  one ;  the  alloy  of 
both  coins  was  fixed  at  one-tenth ;  and  the  silver 
franc  of  that  coinage  would  have  been  worth  about 
38  cents,  and  the  gold  franc  a  little  short  of  6  dol- 
lars. This  law  was  never  carried  into  execution. 
It  was  superseded  by  one  of  15th  August,  1794, 
(28  Thermidor  III.)  which  reduced  the  silver  franc 
to  5  grammes ;  and  it  was  not  until  after  a  law  of 
7  Germinal  XI.  (28th  March,  1803),  that  gold 
pieces  of  20  and  40  francs  were  coined  at  155  of 
the  former  to  the  kilogramme. 

^*In  the  new  system,  the  name  of  livre,  or 
pound,  as  applied  to  money  or  coins,  was  dis- 
carded, but  the  franc  was  made  the  unit  both  of 
coins  and  moneys  of  account.  The  franc  was  a 
name  which  had  before  been  in  common  use  as  a 
synonymous  denomination  of  the  livre.  The  new 
franc  was  of  intrinsic  value  l-80th  more  than  the 
livre.  The  franc  is  decimally  divided  into 
decimes  of  1-lOth,  centimes  of  1-lOOth,  and 
milU^mes  of  1-lOOOth  of  the  unit ;  but  the  smallest 
copper  coin  in  common  use  is  of  five  centimes, 
equivalent  to  about  one  of  our  cents.  The  silver 
coins  are  of  one-fourth,  one- half,  one  and  two 
francs,  and  of  five  francs ;  the  gold  pieces  of  20 
and  40  francs.  The  proportional  value  of  copper 
to  silver  is  1  to  40,  and  that  of  billon  to  silver  of 
1  to  4;  so  that  the  kilogramme  should  weigh 
5  francs  of  copper  coin,  50  of  the  billon,  200  of 
the  silver,  and  3,100  of  the  gold  coins." 

350.  It  has  been  found  by  the  most  elaborate 
experiments  that  the  proportion  of  one  part  alloy 
and  11  parts  gold  or  silver,  confers  the  greatest 
amount  of  durability  upon  the  metal.  The 
French,  however,  prefer  to  sacrifice  this  advan- 
tage to  the  spirit  of  .uniformity,  and  the  alloy  in 
both  gold  and  silver  coinage  is  fixed  at  1  in  10. 

351.  We  have  seen  that  the  ancient  right  of 
seignorafe  was  on  several  occasions  abandoned 
by  the  kings  of  France.  It  was,  however,  sub- 
sequently revived,  and  it  is  stated  in  M.  Maurice 
Block*s  excellent  Dictionnaire  de  V  Adminixtration 
Frangaise^  that  from  1726  to  1729,  it  was  fixed 
at  7  5-16ths  per  cent,  for  gold,  and  5  6-7ths  per 
cent,  for  silver ;  but  by  successive  reductions,  in 
1755  and  1771,  it  fell  to  1  4-5 ths  for  gold,  and 
1  7-24ths  for  silver.  By  the  law,  however,  above 
quoted,  7  Germinal,  XI,  Art.  11,  it  was  altogether 
abolished. 

352.  The  right  of  brassage,  or  the  cost  of 
workmanship  is,  however,  retained.  Before  1 7  89, 
it  was  2  8-lOths  per  1000  for  gold,  and  14  16-lOths 
per  1000  for  silver.  By  the  last- mentioned  law 
it  was  fixed  at  9  francs  for  the  kilogramme  of 
gold,  (or  2  28-31ths  per  1000)  and  at  3  francs  for 
the  kilogramme  of  silver,  (or  15  per  1000).  An 
ordonnance  of  Feb.  25th,  1835,  reduced  these 


respectively  to  6  francs,  and  2  francs.  On  the 
22nd  May,  1849,  the  latter  was  still  fhr^er  re- 
duced to  1|  francs.  There  are  seven  Mints  in 
France,  Paris,  Marseilles,  Bordeaux,  Lille,  Stms- 
bnrg,  Lyons,  and  Rouen.  Gold  and  silver  money 
is,  however,  almost  exclasively  struck  at  Paris, 
the  provincial  ones  are  chiefly  employed  in  re- 
coining  the  copper  which  was  ordered  in  1852. 

353.  The  inconvenience  of  a  double  standard 
of  both  metals,  at  their  full  nominal  valoe,  has 
been  strikingly  displayed  in  the  French  coinage. 
The  pieces  were  struck  on  the  decimal  system,  and 
had  a  fixed  valne.  For  many  years  silver  was 
the  only  money  seen  in  France  in  common  use. 
Gold  was  only  to  be  had  by  paying  a  premiam, 
and  large  sums  were  carried  about  in  unwiekiy 
bags  of  5  franc  pieces.  When  the  enormous 
supplies  of  gold  poured  in,  the  gold  coinage 
became  depreciated  below  its  mint  relation  to 
silver,  then  the  reverse  phenomenon  took  place. 
The  silver  all  disappeared.  Every  steamer  and 
diligence  from  France  carried  away  l<»ds  of  these 
same  5  franc  pieces,  until  they  had  entu^Iy 
disappeared.  Nothing  but  gold  was  to  be  seen, 
and  in  1854  a  coinage  of  5  franc  gold  pieces  was 
issued,  which  were  very  inconvenient  from  their 
small  size.  These  distnrbances  of  the  metallic 
currency  clearly  shewed  the  advantage  of  the 
English  system  of  making  gold  the  sole  legal 
standard,  and  coining  shillings  slightly  below 
their  proper  weight,  to  serve  as  small  change. 
A  similar  disturbance  could  not  be  manifested  in 
English  coinage  until  the  diminution  in  the  value 
of  the  gold  compared  to  silver,  exceeded  the 
difierence  between  the  real  and  the  nominal  value 
of  the  silver  coinage. 

354.  We  shall  now  give  the  variations  of  the 
Mint  prices  of  gold  and  silver  for  France,  as  we 
have  done  for  England  and  Scotland.  If  we  are 
inclined  to  exclaim  against  those  in  our  own 
country,  what  shall  we  say  to  the  extraordinary 
picture  presented  by  those  of  France?  Artonish- 
ing  as  these  may  seem,  they  present  but  a  very 
faint  idea  of  the  real  confusion  in  the  French 
coinage.  It  was  bad  enough  to  change  the  weights 
of  the  pieces  so  often,  but  that  is  absolutely 
a  trifle  compared  to  the  changes  in  the  ratings  of 
the  several  pieces.  To  give  these  would  occupy 
several  pages  of  this  work,  which  renders  it  quite 
impossible  to  insert  them.  A  notion  of  them  how- 
ever, may  be  had  in  §  542  of  Banking  in  France, 
where  the  changes  are  given  for  a  short  period, 
and  from  what  we  have  said  above,  that  the  rating 
of  the  louts  d'or  was  changed  no  less  than  35  times 
in  37  years.  This  practice  was  to  a  small  extent 
done  in  Scotland,  but  never  in  England,  and  it  is 
impossible  to  conceive  the  confusion  into  which  it 
must  have  thrown  all  the  affairs  of  common  life. 

Traite  historique  des  Monn&yes  de  France.  By 
Le  Blanc    Paris,  1692. 

Essai  sur  les  Monnaies.  By  St.  Maur.  Paris, 
1746. 

Traite  des  Monnaies.  By  Abbot  de  Bazinghen, 
Paris,  1764. 
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COINAGE,  DECIMAL.  A  decimal  coinage 
is  one  consisting  of  pieces  related  to  each  other  in 
the  ratio  of  10,  or  of  some  power  of  10. 

2.  There  are  three  distinct  systems  of  coin- 
age:— 

First  Where  the  lowest  coin  of  all,  or  even  an 
imaginary  unit,  is  taken  below  any  existing  coin, 
and  all  other  coins  are  mnltiples  of  that  unit. 
That  is,  where  the  coinage  proceeds  exclusively 
by  multiplication. 

Secondly.  Where  some  intermediate  coin  is 
taken  as  the  unit,  and  other  coins  are  struck  both 
as  multiples  and  as  subdivisions  of  that  unit. 
That  is,  where  the  coinage  is  a  combination  of 
multiplication  and  division. 

Thirdly.  Where  the  highest  coin  of  all  is  taken 
as  the  unit,  and  all  others  are  aliquot  parts  of 
that  unit.  That  is,  where  the  coinage  proceeds 
exclusively  by  subdivision. 

3.  IN'ow,  in  the  first  system  it  is  natural  that 
all  accounts  should  proceed  by  decimal  multiples 
of  the  unit.  And  therefore  there  may  be  decimal 
accounts.  But  that  does  not  necessarily  imply 
a  decimal  coinage.  Thus,  from  time  immemorial 
the  only  coin  in  China  has  been  the  cash,  which  is 
the  1000th  part  of  the  ounce  of  silver.  This  is  the 
onlv  coin  in  existence,  and  all  sums  are  expressed 
as  decimal  multiples  of  that  unit.  This  Is  attended 
with  very  great  conveniences,  and  calculations 
are  very  quickly  performed,  and  travellers  tell  us 
of  the  expertness  with  which  mere  children  can 
perform  long  calculations.  But  the  Chinese  have 
not  a  decimal  coinage,  as  there  are  no  multiples 
of  the  cash. 

4.  The  French  coinage  is  an  example  of , the 
second  system.  In  that  the  franc  is  the  unit,  and 
there  are  both  mnltiples  and  divisions  of  the 
franc.  The  IN'apoIeon  is  equal  to  20  francs,  and 
there  are  divisions  of  the  franc  according  to  a 
decimal  system.  This  coinage  is  decimal  so  far  as 
the  franc,  but  not  further,  as  the  Napoleon  is  not 
decimally  related  to  the  franc. 

5.  The  English  coinage  is  an  example  of  the 
third  system.  In  that  the  unit  is  the  pound  ster- 
ling, now  a  gold  coin.  And  all  other  coins  are 
aliquot  parts  of  the  pound  sterling.  The  English 
coinage,  therefore,  proceeds  exclusively  by  sub- 
dinision. 

6.  Now,  the  decimal  system  of  accounts 
having  been  applied  with  great  success  to  the 
first  system,  and  a  decimal  system  of  accounts 
and  coins  having  been  adopted  with  more  or  less 
success  in  the  second  system,  a  pretty  strong  feel- 
ing has  been  excited,  especially  among  scientific 
men,  to  apply  the  decimal  system  to  the  English 
coinage.  That  is,  to  make  the  different  pieces  of 
the  coinage  related  to  each  other  in  a  decimal 
ratio. 

7.  At  first  sight  such  a  scheme  appears  to 
have  a  great  many  advantages.  It  is  much  easier 
to  cast  up  accounts  decimtdiy,  than  by  our  pre- 
sent plan.  And  it  seems  a  very  plausible  thing 
to  say,  that  as  the  integers  proceed  on  the  denary 
scale,  so  should  the  subdivisions.  That  is,  if  it 
be  multiplied  decimally,  why  should  it  not  be 
divided  decimally  ? 

8.  This  idea,  however  plausible  it  may  seem, 
is  utterly  erroneous.    It  is  founded  on  the  idea 
that  integers  expressed  in  the  denary  scale  and 
decimal  mustions  are  correlative  systems.  People  I 
see  the  figures  on  one  side  of  the  decimal  pomt  | 
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increase  by  powers  of  10,  and  on  the  other 
decrease  by  powers  of  10,  and  they  jump  at  the. 
conclusion  that  they  proceed  on  the  same  prin- 
ciples. Nevertheless  this  is  an  entire  fallacy,  and 
it  is  quite  easy  to  shew  it.  Thus,  if  we  multiply 
r  by  3,  we  have  3*  an  exact  answer;  but  if  we 
divide  1*  by  3,  do  we  have  '3  an  exact  answer  F  If 
we  multiply  !•  by  2,  we  have  2* ;  but  if  we  divide 
1.  by  2,  we  have  not  *2,  but  -5.  Which  shews  at 
once  that  decimal  fractions  are  different  in  prin- 
ciple IVom  multiplication  of  integers. 

9.  To  shew  this  more  clearly,  we  may  multiply 
an  integer  by  any  number  we  please — 2,  3,  4,  5, 
6,  &c.,  and  we  always  obtain  an  exact  result 
which,  for  the  purposes  of  convenience,  we  may 
reckon  by  groups  of  10.  It  is,  therefore,  physi- 
cally possible  to  multiply  any  unit  by  any  number 
whatever,  and  obtain  an  exact  result. 

10.  So  we  may  divide  an  integer  by  2,  3, 4, 5, 
6,  7,  &c.,  or  any  number,  and  obtain  an  exact 
result.  Hence,  division  by  the  ordinary  numbers 
is  the  correlative  of  multiplication  by  them.  Aa 
we  may  multiply  the  unit  any  number  we  please, 
and  get  an  exact  result,  so  we  may  divide  by  any 
number  we  please,  and  it  is  physically  possible  to 
obtain  an  exact  result.  Therefore,  the  common 
fractions  are  the  correlatives  of  ordinary  multi- 
plication in  the  denary  scale. 

11.  But  in  decimal  fractions  that  is  not  so. 
In  these  the  only  divisors  allowed  are  10,  and 
powers  of  10.  Hence,  while  we  may  multiply  by 
any  number  whatever,  we  must  only  divide  by 
powers  of  10.  Thus,  instead  of  our  divisors  being 
unlimited,  like  our  multipliers,  they  are  restricted 
to  a  very  small  number  indeed.  And  this  conse- 
quence follows,  that  it  is  physically  impossible  to 
divide  a  unit  exactly  into  any  aliquot  parts  which 
are  not  some  powers  of  Uie  factors  of  10. 

That  is,  a  unit  cannot  be  divided  exactly  in 
decimals  by  any  number  which  is  not  of  the  form 
2'  X  59. 

12.  Now,  the  immense  majority  of  numbers 
are  not  of  this  form  at  all,  and  consequently  it  Is 
a  matter  of  physical  impossibility  to  divide  a 
unit  exactly  by  the  immense  majority  of  nnmbers. 

13.  To  shew  how  very  few  they  are,  we  will 
shew  how  extremely  few  there  are  in  the  natural 
numbers  up  to  1,000,  by  which  a  unit  can  be 
exactly  divided  by  decimal  fractions. 

Taking  powere  of  2,  we  have — 
1,  2,  4,  8,  16,  32,  64, 128,  256,  512,  1,024,  &c 

Taking  powers  of  5,  we  have— 

1,  5,  25,  125,  625,  3,125,  15,625,  &c. 

Now,  a  unit  cannot  be  divided  exactly  in 
decimals  by  any  number  except  those  in  these 
two  series,  or  those  arising  from  the  multiplication 
of  any  one  in  the  one  series  by  any  one  in  the 
other. 

To  shew  how  extremely  few  they  are,  we  have 
only  to  see  how  many  there  are  up  to  1,000.  We 
shall  find  that  there  are  only  28  nnmbers  up  to 
1,000,  in  which  an  exact  division  is  possible. 
They  are,  2,  4,  5,  8, 10,  16,  20,  25,  32,  40,  50,  64, 
80,  100,  125,  128,  160,  200,  250,  320,  400,  500, 
512,  625,  640,  800,  and  1,000. 

14.  Now,  what  should  we  say  to  a  system  of 
multiplication  in  which  it  was  a  physical  impos- 
bibilit^  to  obtain  an  exact  result  in  the  immense 
majority  of  cases  f  What  should  we  say  to  a 
system  of  multiplication  in  which  it  was  physi- 
cally impossible  to  multiply  a  unit  exactly  by  3, 
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6,  7,  9, 11, 12,  &c.  ?  It  is  clear  that  such  a  system 
coald  not  be  tolerated  for  a  day. 

15.  Now,  such  a  system  as  that  woald  be  the 
correlative  of  decimal  fractions.  It  would  be  one 
in  which  we  were  forbidden  to  multiply  by  any 
numbers  except  10,  and  powers  of  10 ;  and  there* 
fore  no  multipliers  which  were  not  of  the  form 
2^  X  5'  could  bring  out  an  exact  answer. 

16.  Hence  we  see  that  the  analogy  between 
decimal  numbers  and  decimal  fractions  entirely 
fails.  In  fact,  they  proceed  upon  different  prin- 
ciples; and  it  is  manifestly  the  same  with  any 
fraction  expressed  in  the  radix  of  the  scale  of 
notation. 

The  unit  may  be  multiplied  by  any  natural 
number  whatCTer.  But  it  can  only  be  divided  by 
powers  of  the  radix.  Consequently,  it  can  be 
divided  exactly  by  no  natural  numbers  whatever, 
except  those  composed  of  powers  of  the  factors  of 
the  radix. 

17.  Hence  we  see  at  once,  that  there  is  a 
fundamental  distinction  between  addition  or  mul- 
tiplication in  the  denary  scale,  and  decimal 
subdivisions,  or  decimal  fractions.  For  all  cases 
of  addition  or  multiplication,  nothing  can  be 
better  than  decimals,  but  for  all  cases  of  sub- 
division nothing  can  be  worse. 

18.  The  cases,  therefore,  of  a  coinage  in  which 
the  unit  is  the  lowest  possible,  and  therefore 
proceeds  by  multiplication,  and  that  in  which 
the  unit  is  the  highest  possible,  are  not  only  not 
parallel,  but  they  involve  principles  which  are 
antagonistic  to  each  other.  Where  nothing  but 
physical  multiplication  is  wanted,  nothing  can  be 
better;  but  where  physical  division  is  required, 
decimal  fractions  are  impracticable. 

19.  Hence,  we  see  at  once,  that  the  analogy 
between  coinages  of  the  third  system  and  those  of 
the  first  entirely  fails,  and  what  is  the  best  in  the 
first  is  impi*acticable  in  the  third. 

,20.  We  have  said  that  the  essential  peculiarity 
of  decimal  fractions  is,  that  the  unit  cannot  be 
divided  into  any  aliquot  parts,  except  those  pro- 
ceeding by  powers  of  10.  Now  this  is  a  restriction 
that  no  people  would  ever  submit  to  in  the  com- 
mon affairs  of  life.  We  constantly  require  to 
divide  things  exactly  into  3,  6,  7,  9,  11,  12  parts. 
No  one  would  ever  dream  of  proposing  that 
persons  should  voluntarily  preclude  themselves 
from  dividing  a  quantity  into  any  exact  parts 
under  1,000,  but  those  of  the  28  numbers  above 
given.  But  that  is  what  we  should  do  if  we  were 
to  adopt  decimal  subdivisions  exclusively.  Such 
a  notion  is  so  monstrous,  that  no  one  out  of 
Bedlam  would  propose  it.  It  would  be  just  as 
rational  as  to  suppose  that  we  should  adopt  a 
system  of  multiplication  in  which  none  but  these 
figures  should  produce  exact  results. 

21.  Now  it  would  be  the  state  of  greatest  per- 
fection if  we  could  imagine  the  unit  of  value,  such 
as  gold,  to  be  some  soft  substance  like  putty, 
which  we  could  subdivide  into  any  number  of 
parts  whenever  we  pleased.  But  as  that  is  im- 
possible, the  next  best  thing  is  to  have  it  divided 
into  that  number  of  pieces  which  contains  the 
greatest  number  of  divisors  possible.  Now,  10  is 
not  only  not  good,  but  it  is  extremely  bad. 

22.  Now,  considering  that  the  present  unit  of 
the  English  coinage  is  of  gold,  and  of  its  existing 
magnitude,  it  is  quite  easy  to  shew  that  there  is 
no  division  of  it  at  all  comparable  to  that  of  20, 


12,  and  4.  No  other  combination  within  the 
same  compass  presents  such  a  richness  of  factors. 
For  it  has  no  less  than  26  factors,  namely : — 2,  3, 
4,  5,  6,  8,  10,  12,  15,  16,  20,  24,30,  32,  40,48,  60, 
64,  80,  96, 120,  160,  192,  240,  320,  480 ;  whereas 
1,000  has  but  14  factors— 2, 4, 5,  8,  10,  20, 25, 40, 
50,  100,  125,  200, 250,  500.  Hence  the  immense 
superiority  of  the  present  division  of  the  pound 
sterling  over  that  of  the  millesimal  one  for  all 
purposes  of  physical  division  is  manifest. 

23.  Moreover,  every  one's  daily  experience 
shews  that  while  he  naturally  uses  the  decimal 
scale  for  multiplication,  he  never  thinks  of  con- 
fining himself  to  decimal  expressions  for  subdi- 
vision. People  want,  every  day,  halves  and 
quarters,  and  half-quarters  of  things,  and  they 
call  them  so.  But  if  we  are  to  have  decimal 
fractions  exclusively,  these  expressions  must  be 
given  up.  A  snufiy  old  woman  in  the  Highlands 
wants  a  quarter  of  an  ounce  of  snuff.*  she  must 
no  longer  ask  for  that,  but  she  must  ask  for  a 
25-lOOth  of  an  ounce  I  And  so  on.  A  nation  of 
savans  might  do  that,  but  common  humanity 
never  will.  We  want  a  half  or  a  quarter  of  a 
thing.  The  eye  performs  the  work  instanta- 
neously. But  if  we  go  to  decimal  fractions,  we 
must  first  of  all  divide  the  whole  unit  into  10,  or 
100,  and  then  take  5,  or  25  of  these  parts.  Such 
a  statement  shews  the  manifest  absurdity  of  such 
a  thing. 

24.  The  fact  is,  the  whole  confusion  is  based 
upon  the  supposition  that  decimal  fractions  are 
analogous  to  decimal  integers,  which  is  a  complete 
delusion ;  and  if  this  distinction  in  principle  had 
been  thought  of,  the  question  never  would  have 
been  agitated  at  all. 

25.  Considering,  therefore,  these  fundamental 
differences  of  principle  between  decimal  fractions 
and  decimal  numbers,  and  decimal  multiplication 
and  decimal  division,  we  may  state  the  following 
as  ascertained  principles  with  respect  to  a 
coinage : — 

1st.  Where  the  unit  of  account  is  the  lowest 
coin  in  common  use  between  man  and  man,  and 
the  whole  coinage  consists  of  multiples  of  that 
unit,  the  decimal  system  is  by  far  the  best. 

2ndly.  Where  the  unit  of  account  is  a  coin  <^ 
some  low  magnitude,  the  decimal  system  will  have 
some  conveniences  and  some  inconveniences. 
And  as  the  unit  becomes  larger,  the  practical 
inconveniences  will  constantly  increase  over  the 
advantages. 

Srdly.  Where  the  unit  of  account  is  very  high, 
and  placed  far  above  the  immense  majority  of 
transactions,  the  decimal  system,  which  then 
becomes  one  of  almost  entire  subdivision,  is  an 
intolerable  nuisance,  which  could  never  subsist 
for  any  time  at  all. 

26.  From  these  considerations  we  see  that  it 
would  be  practically^  impossible  to  adopt  any 
system  of  decimal  coinage  in  this  country  so  lonff 
as  the  pound  sterling  is  the  unit  of  account,  and 
the  coinage  is  one  of  pure  subdivision. 

Other  schemes  have  been  proposed,  based  upon 
the  penny  and  the  farthing.  Of  these  we  shaU 
say  something  hereafter. 

27.  It  is  unquestionable  that,  for  matters  of 
account  on  paper,  especially  in  large  numbers, 
the  decimal  system  affords  an  Immense  superiority. 
It  is  no  doubt  true,  that  it  is  physically  impossible 

I  to  divide  anything  into  3,  6,  7,  &c.  parts,  hf 
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decimals.  We  can,  however,  carry  it  as  near 
exactness  as  we  please.  The  philosopher  can 
afford  to  balance  this  inconvenience  against  the 
other  many  advantages,  and  carry  his  calcalations 
a  few  fiffures  further  with  equanimity,  when  he 
knows  that  the  ultimate  result  will  come  as  nearly 
true  as  he  pleases.  But  it  is  a  far  different 
matter  with  the  daily  transactions  of  life,  where 
actual  physical  subdivision  is  required,  and  where 
the  differences  which  arise  from  an  imperfect 
division  give  rise  to  everlasting  and  perpetual 
quarrels.  No  man  who  has  not  studied  history 
can  conceive  the  intolerable  practical  misery  that 
a  depreciated  currency  causes  to  a  people ;  and 
the  very  same  effects  are  produced  by  an  imper- 
fect system  of  subdivisions.  We  shall  have  ample 
evidence  of  the  truth  of  this  in  the  course  of  this 
article.  We  shall  now  give  some  historical 
notices  of  the  adoption  of  the  decimal  system  of 
coinage  by  different  nations. 

Of  the  Decimal  System  of  Coinage  of  the 

United  States. 

28.  The  currency  of  the  various  American 
colonies  was  originally  the  same  as  that  of  the 
mother  country.  But  we  have  shewn,  in  the 
article  Banking  in  Am  brig  a,  that  nearly  all  the 
States  had  issued  enormous  masses  of  paper  cur- 
rency, the  effect  of  which  had  been  to  depreciate 
the  pound  in  them.  In  each  State,  too,  the  pound 
had  undergone  a  different  degree  of  depreciation ; 
hence  there  was,  at  the  time  of  the  Revolution,  an 
immense  confusion  between  the  currencies  of  the 
different  States.  The  weight  of  the  pound  ster- 
ling was  1,718}  grains  of  pure  silver;  but  the 
pound  of  Georgia  was  1,547  grains;  that  of  Vir- 
ginia, Connecticut,  Rhode  Island,  Massachusetts, 
and  New  Hampshire  was  1,289  grains;  the  pound 
of  Maryland,  Delaware,  Pennsylvania,  and  New 
Jersey  was  1,031^  grains ;  and  the  pound  of  North 
Carolina  and  New  York  was  966}  grains. 

29.  While,  therefore,  the  pound,  shilling,  and 
penny  had  different  values  in  different  States,  the 
Spanish  dollar  had  a  general  circulation  through- 
out all  the  States,  but  with  a  different  rating.  In 
the  New  England  States  and  Virginia,  it  passed 
for  72  pence ;  in  New  York  and  North  Carolina, 
for  96  pence ;  in  the  Middle  States,  for  90  pence ; 
and  in  Georgia  and  South  Carolina,  for  56  pence. 

30.  When  the  Congress  was  formed,  they 
found  it  necessary  to  issue  a  paper  currency,  to 
carry  on  the  war.  If  this  had  been  based  on  the 
pound,  it  would  have  caused  intolerable  confusion ; 
besides  there  was  no  reason  why  the  i)ound  of 
any  particular  group  of  States  should  be  preferred 
to  the  others.  Congress  therefore  adopted  the 
plan  of  basing  their  paper  on  the  Spanish  dollar, 
which  had  a  general  currency  throughout  the 
States.  And  when  the  national  independence  was 
secured,  as  it  was  necessary  to  have  a  national 
currency,  the  dollar  was  naturally  adopted  as  the 
national  unit  in  1785. 

31.  Mr.  Robert  Morris,  the  Financier  of  the 
American  Revolution,  seems  to  have  been  the  first 
who  brought  forward  a  scheme  for  a  decimal 
coinage.  On  the  I5th  of  January,  1782,  he  laid 
before  Congress  an  exposition  of  the  plan.  He 
proposed  to  have  an  exceedingly  small  unit,  and 
that  the  coins  should  be  increased  in  a  decimal 
ratio,  so  as  to  afford  an  easy  calculation.  This 
unit  need  not  be  a  coin,  but  was  to  be  a  quarter  of 
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a  grain  of  pure  silver.  The  lowest  silver  coin 
should  be  100  of  these,  and  be  called  a  cenL  To 
this  2  grains  of  copper  were  to  be  added,  so  that 
the  coin  should  weigh  1  dwt.  3  grs.  Five  of  these 
were  to  make  a  quinty  or  500  units,  and  10  to 
make  a  marh,  or  1,000  units.  This  plan  was  not 
carried  out^  Mr.  Morris  having  resigned,  and  Mr. 
Jefferson,  to  whom  the  matter  was  referred  in 
1784,  considering  the  unit  too  small.  Mr.  Morris 
himself  subsequently  modified  it  by  adopting  a 
larger  unit,  which  he  assumed  to  be  1 2s  6d.  ster- 
ling. This  he  called  a  pound,  and  divided  by  10 
in  a  decimal  ratio,  making  the  pound  1,000,  the 
shilling  100,  the  penny  10,  and  the  doit  1.  It  was 
found  that  the  currencies  of  all  the  different 
States  might  be  reduced  to  this  common  measure. 
The  table  of  coins  proposed  in  connection  with 
this  system,  was— the  crown,  of  gold,  of  1,200 
doits ;  the  half-crown,  600  doits ;  the  dollar,  of 
silver,  300  doits;  the  shilling,  100  doits;  the 
groat,  of  20  doits ;  and  the  copper  doit.  Thus  we 
see  that,  though  the  accounts  were  proposed  to  be 
decimal,  the  coinage  was  not  decimal,  but  binary 
and  ternary.  In  1786,  Congress  adopted  Mr. 
Jefferson^s  plan,  and  adopted  a  system  of  coins  of 

these  names:  an  eagle,  to  contain  246  j^  grs.  of 
fine  gold,  to  be  equal  to  10  dollars :  a  half-eagle 
of  similar  proportions ;  a  dollar,  of  silver,  to  con- 
tain 375-^  grains  fine ;  haif -dollars  of  similar 

proportions ;   a  double  dime,    of   75  ^^  grs.    of 

silver ;  half  dimes,  and  cents,  of  copper,  the  100th 
part  of  the  dollar,  and  half-cents.  Thus,  here  we 
see  the  units  divided  into  halves, 

32.  This  report  was  presented  to  Congress, 
but  no  action  was  taken  on  it.  In  1790,  it  was 
referred  to  Mr.  Alexander  Hamilton,  the  Secre- 
tary, and  in  the  next  session  he  presented  an 
elaborate  report  upon  it.  He  adopted  the  dollar 
as  the  unit,  but  contended  that  it  should  not  be 
attached  either  to  gold  or  silver  exclusively.  He 
proposed  that  it  should  correspond  to  24)  grs.  of 
pure  gold,  or  371  j  grains  of  pure  silver,  each  to 
pass  for  1  dollar  in  the  money  of  account ;  the 
alloy  of  each  to  be  1-I2th,  making  the  unit  27  grs. 
of  standard  gold,  and  405  grs.  of  standard  silver. 
These  proportions  for  the  coins  were  adopted,  and 
an  Act  to  establish  a  mint  and  regulate  the  coins 
was  passed  in  1792.  The  alloy  was  fixed  at  1 
part  in  12  for  gold,  and  for  silver  179  parts  alloy, 
and  1,485  fine.  This  proportion,  however,  was 
altered  in  1837,  when  the  alloy  both  of  gold  and 
silver  was  ordered  to  be  1  part  in  10. 

33.  The  introduction  of  the  decimal  sjrstem 
into  the  American  coinage  was  considered  as  a 
great  triumph  of  science,  and  its  authors  boasted 
that  it  had  met  with  the  boundless  approval  of  all 
eminent  men  in  America  and  Europe.  If,  there- 
fore, it  had  been  found  in  practice  so  very  bene- 
ficial, we  should  naturally  have  expected  that, 
during  the  period  it  has  been  in  force,  now  just 
70  years,  it  would  have  entirely  superseded  the 
former  system  of  pounds,  shillings,  and  pence, 
and  the  binary  division  of  halves,  quarters, 
eighths,  &c.  We  Bhoold  have  expected  that  the 
existence  of  the  former  system  would  only  have 
been  known  to  professed  antiquaries,  who  might 
have  looked  upon  it  somewhat  in  the  same  light 
as  geologists  do  the  extinct  races  of  animals. 
And  as  for  the  common  people,  thev  never  could 
have  been  expected  to  have  heard  of  it  at  all. 
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•  But  is  ibis  the  fact  in  practice  ?  It  is  found  not  to 
be  80.  By  law,  the  dollar  is  divided  into  dimes, 
cents,  and  mils.  Bnt  it  is  fonnd  in  practice  that 
the  cent  being  taken  as  the  nnit,  while  calcnlations 
upwards  are  reckoned  decimally,  those  downwards 
invariably  proceed  on  the  old  binary  scale;  while 
the  law  declares  that  there  shall  be  no  division  of 
the  cent,  except  by  10,  universal  mercantile 
cnstom  invariably  proceeds  by  halves,  quarters, 
eighths,  &c.  The  mil  is  utterly  ignored.  Thus, 
Mr.  Slater  placed  before  the  Decimal  Coinage 
Commissioners,  as  an  ordinary  specimen  of  mer- 
cantile news,  the  following  extract  from  a  New 
Orleans  Price  Current: — ** Louisiana  sugar,  of 
fair  to  fully  fair  quality,  is  quoted  at  7  to  7  i  cents 
per  lb. ;  ginger  at  6  to  6^  cents  per  lb. ;  tobacco 
at  7^  and  8f  cents  per  lb. ;  (and  also,  exception' 
ally,  among  a  multitude  of  quotations  exhioiting 

binary  subdivisions,  at  7^  and  8^-^  cents,)  Green 
meat  (pork)  found  purchasers  at  7^  cents  per  lb. ; 
and  lard  at  9|  to  9i  cents.  On  cotton,  the  ad- 
vance within  the  week  has  been  fully  {  to  (  cent 
per  lb.,  whilst  freight  to  Liverpool  was  taken  at  -^ 
to  f  cents  this  year,  against  j^  to  ^  d.  in  1855,  and 

if  to  |d.  in  1854.  To  Havre,  cotton  is  taken  on 
freight  at  i  cents.  A  ship  was  taken  forBordeanx 
at  II  cent,  and  at  Boston  at  ~  cent.**  No  freights 
were  quoted  at  decimal  rates.  Among  the  articles 
fluctuating  in  price  by  i  cents,  were  found  almonds, 
bacon,  bagging,  coffee,  hides,  lead,  rice,  soap, 
spirits. 

84.  Thus  we  see,  taking  this  as  a  specimen 
of  the  mercantile  custom  in  America,  that  com- 
mercial instinct  obstinately  rejects  the  decimal 
division,  notwithstanding  it  is  thrust  upon  them 
by  law.  And  Is  it  possible  to  conceive  they 
would  not  lon^  ago  have  adopted  it  without  any 
law  at  all,  if  it  had  really  been  more  suited  for 
their  purpose  ?  just  as  some  commercial  establish- 
ments in  this  country  have  adopted  decimals  in 
their  business,  because  it  answers  their  pnrpose, 
without  any  law  at  all.  And  no  wonder,  for  the 
binar/  subdivisions  being  found  to  be  those  most 
convenient  for  commercial  purposes ;  4ths  could 
not  be  expressed  in  less  than  two  figures,  8ths  in 
less  than  three ;  16tbs  in  less  than  four;  32nds  in 
less  than  five ;  and  64ths  in  less  than  six.  Thus 
for  instance,  in  the  above  extract,  |— •625.' 
^—•8125;  ^  —  •84375.  What  memory  could 
stand  such  complexity?  In  the  first  place,  it 
would  be  necessary  to  recollect  that  three  figures 
in  the  quotation  meant  8ths ;  four  figures  meant 
16ths ;  and  five  figures  meant  32nds ;  and  then  all 
the  varieties  of  these  fractions.  This  example 
shows  that,  for  physical  subdivision,  decimals  are 
intolerable. 

35.  Commercial  instinct,  therefore,  utterly 
condemns  decimal  subdivision.  But  does  the 
common  practice  of  small  dealers  of  all  sorts 
support  it  any  better  in  common  life?  The 
evidence  before  the  Commissioners  as  decisively 
disproved  that  notion.  During  all  this  long 
period  of  70  years,  it  has  been  found  impossible 
to  extirpate  the  old  reckoning  by  shillings  and 
sixpences.  Professor  Kelland,  Dean  of  the 
University  of  Edinburgh,  travelled  extensively 
through  the  States,  and  gave  in  a  most  valuable 
paper  to  the  Commissioners.    When  a  nation 
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adopts  a  decimal  coinage,  it  would  naturally  be 
expected  that  they  should  adopt  decimal  weights 
and  measures.  Indeed,  some  of  the  scientific 
witnesses  examined  before  the  Parliamentary 
Committee  and  the  Commissioners,  seemed  to 
think  that  there  was  very  little  use  of  one  with- 
out the  other.  Bnt  the  Americans  have  not 
decimalized  their  weights  and  measures;  they 
still  retaiu  the  old  ones  they  learnt  from  the 
mother  country.  How  is  this,  if  decimalization 
be  so  good  ?  Still  more  should  we  expect  that 
they  would  have  made  up  their  parcels  in  shops 
in  tens,  instead  of  dozens,  to  accommodate  their 
money;  but  they  haye  not  decimalized  their 
parcels.  Professor  Kelland  says, — **  The  decimal 
system  has  been  the  legal  system  in  America  for 
60  years,  and  dozens  have  not  yielded  a  hair's 
breadth  as  yet.  The  same  paper  from  which  I 
quote,  contains  Valentines,  in  lots  of  144,  36,  24, 
18,  12,  and  3,  but  no  tens.'*  In  a  Cincinnati 
paper,  there  were  advertised  for  sale,  100  dozen 
jars,  100  dozen  glass,  100  dozen  cans.  Shillings 
were  the  sums  charged  in  Philadelphia,  in  the 
hotel  bills.  This  api)eared  very  stronsly,  too,  in 
the  book  catalogues.  The  prices,  though  ex- 
pressed in  cents,  were  in  reali^  accommodated 
to  shillings.  Some  were  marked  69  c,  which  in 
reality  meant  5s.  6d,  New  York ;  others  63  c, 
which  meant  5s.  New  York,  the  New  York 
shilling  being  12|  cents.  The  New  England 
shilling  was  161  cents.  On  examining  12  pages 
of  the  catalogue,  decimal  prices  were  marked  in 
40  cases,  and  non-decimals  in  1 1 7.  Among  book 
prices,  38  and  31  cents  were  most  frequent,  being 
remarkable  numbers  to  choose,  if  there  were  no 
particular  reason  for  it.  The  fact  was,  the  former 
number  meant  3s,  and  the  latter  2s.  6d.  New 
York. 

36.  Nor  was  this  opinion  unsupported  by  in- 
telligent natives.  The  Rev.  Joshua  Leavitt,  editor 
of  the  Independent,  of  New  York,  stated  to  the 
Committee  of  the  Canadian  Assembly,  in  1855, — 
**  I  have  no  doubt  of  the  superiority  of  the  decimal 
svstem  for  the  purposes  of  accounts ;  but  for  all 
the  purposes  of  small  circulation,  in  marketing, 
huckstering,  and  the  like,  I  am  persuaded  that 
a  duodecimal  currency,  like  that  of  England,  or 
like  that  which  formerly  prevailed  in  the  city  of 
New  York,  is  far  preferable.  These  small  trans- 
actions of  daily  life  outnumber  the  transactions 
of  commerce  lumost  infinitely,  and  it  seems  im- 
possible to  make  a  decimal  currency  as  convenient 
in  these  as  in  the  old  currency.  One  reason  is, 
that  the  decimal  currency  admits  of  only  one 
aliquot  division,  that  is,  into  halves.**  Mr.  Leavitt 
then  shews  the  excessive  inconvenience  of  this 
want  of  divisible  power.  He  also  said, — ''  You 
are  aware  that  in  our  (t  e.  New  York)  marketing, 
and  other  small  transactions,  our  business  is  still 
done  in  shillings  and  pence,  the  shilling  being 
one-eighth  of  a  dollar,  and  therefore  corresponding 
exactly  in  its  value  to  the  old  Spanish  coin  of 
one-eight.  The  provincial  currency  of  New 
York,  before  the  Revolntion,  was  framed  upon 
the  reckoning  of -8  shillings  to  a  dollar;  and 
when  the  Federal  currency  was  introduced  in 
matters  of  coin,  the  common  people  still  clung  to 
the  old  shilling  as  a  matter  of  necessarv  conve- 
nience in  their  pocket  payments ;  and  the  expe- 
rience of  sixty  years  has  not  in  the  least  diminished 
their  attachment  to  this  method  of  reckoning  in 
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imall  payments.  *  »  *  •  And  not  onl/ tills, 
but  we  find  the  people  of  all  parts  of  the  conntry 
are  learning  more  and  more  to  nse  the  vemacnlar 
currency  of  New  York  in  their  daily  chaffering, 
from  one  end  of  the  United  States  to  the  other. 
You  will  frequently  hear  people  giving  you  the 
price  of  things  in  York  shillings  and  York  six- 
pences. I  think  this  experiment  is  conclusive, 
and  ought  to  be  satisfactory  to  prove  that  the 
duodecimal  currency  in  small  transactions  is  a 
great  public  convenience.  I  am  sure  it  is  only 
this  actual  and  felt  convenience  which  has  enabled 
it  to  maintain  its  ground  for  60  years.  *  *  * 
For  myself,  I  have  no  idea  that  we  shall  ever 
abandon  the  shilling  currency ;  the  lapse  of  gene* 
rations  has  only  fixed  it  more  firmly  upon  us, 
and  I  fully  believe  that  in  a  few  years  we  shall 
have  a  Congress  so  governed  by  common  sense, 
and  so  adive  to  the  convenience  and  welfare  of 
the  people,  that  they  will  legalise  the  York  shil- 
linff  and  sixpence,  as  the  eighth  and  sixteenth  of 
a  aollar,  and  will  give  us  from  our  own  Mint  a 
corresponding  coinage."  The  Committee  of  the 
Legislative  Assembly  of  Canada  reported  that 
coins  representing  the  eighth  and  sixteenth  of  a 
dollar,  were  indispensable  in  small  transactions 
in  Canada;  these  coins  being  quite  incompatible 
with  a  decimal  coinage. 

37.  The  introduction  of  a  decimal  system  of 
coins  into  France,  was  easier  than  almost  any 
other  nation.  The  French  coins,  like  those  of 
Western  Europe,  were  divided  into  livres,  or 
francs,  sols,  ana  denlers.  But  the  successive  de- 
preciations had  brought  the  livre,  or  franc,  down 
to  below  lOd.,  the  sol  was  in  fact  equal  to  ^d.,  and 
the  denier  had  altogether  ceased  to  exist  as  a  coin. 
The  franc  and  the  sol  were  therefore  all  that  were 
wanted.  It  was  only  to  call  it  five  centimes  in- 
stead of  one  sol,  and  the  thing  was  done.  Never- 
theless, slight  as  this  change  was,  it  was  effected 
with  inconceivable  slowness,  if  indeed  it  can  be 
said  to  be  done  yet.  The  name  of  the  livre  was 
abolished,  but  that  of  franc  retained.  In  order  to 
make  it  weigh  5  grammes,  it  was  found  necessary 
to  increase  its  weight  by  l-80th  part.  Slight  as 
this  difference  was,  it  gave  rise  to  great  disturb- 
ance. Dr.  Gray  says,  ^  Even  now,  at  the  distance 
of  more  than  half-a-century,  it  is  by  no  means 
universally  adopted  in  France,  either  in  accounts, 
or  still  less  in  the  great  mass  of  ordinary  retail 
dealings.  As  long  as  the  old  livres  remained  in 
circulation,  whenever  they  were  tendered  in  place 
of  a  franc,  it  became  a  constant  source  of  conten- 
tion which  party  was  to  be  the  loser  by  the  bar- 
gain ;  one  or  the  other  must  be  so,  as  there  was 
no  coin  to  represent  the  actual  difference,  and  the 
debate  frequently  ended  in  the  weaker  party 
giving  two  centimes,  or  one  fiftieth  part  instead  of 
one  eightieth  part  over  and  above  the  livre,  or  as 
a  centime  was  a  rarity  seldom  seen,  a  livre  and  a 
sol  were  combined  to  represent  a  franc,  and  thus 
the  receiver  obtained  three  and  three  quarters  per 
cent,  beyond  the  real  value  of  the  new  coin  as 
compared  with  the  old."  Dr.  Gray  says  that 
even  now  accounts  are  still  frequently  kept  in 
livre8,sols,  and  deniers,  in  the  provinces,  and  even 
in  Paris  itself  the  prices  of  most  of  the  common 
and  smaller  articles  are  constantly  expressed  in 
sous.  OcdignanCg  Messenfferia  marked  ten  sous^ 
not  fifty  centimes,  or  five  decimes.  In  1856,  an 
ordonnanoe  was  issued  to  prev^it  people  crying 
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articles  in  the  streets  in  sons!  So  long  do  the 
old  habits  of  the  people  on  so  small  a  matter  con- 
tinue against  all  the  efforts  of  a  powerful  govern- 
ment. 

38.  The  French  introduced  their  decimal  sys- 
tem of  monies  into  Sardinia  in  1793.  The  Ura 
was  diminished  to  an  equality  with  the  franc; 
100  old  Piedmontese  lire  being  coined  into  118} 
new  lire,  or  francs.  The  Sardinian  money  in  now 
in  all  respects  the  same  as  the  French,  the  coina 
of  the  two  countries  passing  freely  in  each  otiier. 
This  change  was  continued  by  the  restored 
dynasty,  after  the  overthrow  of  the  French  em- 
pire. By  laws  of  the  12th  August  and  7th  Sep- 
tember, 1816,  and  4th  and  9th  December,  1820, 
the  new  lira  was  declared  to  be  the  mon^  of 
account,  and  all  contracts  were  ordered  to  be 
made  in  thbt  coin.  In  1827,  this  system  was  ex- 
tended to  the  Duchy  of  Genoa,  and  in  1843  to  the 
island  of  Sardinia. 

39.  The  French  introduced  the  decimal  system 
into  Belgium  in  1803.  It  was  suppressed  in  1816 
in  favor  of  the  decimal  system  of  the  Nether- 
lands, but  the  French  system  was  restored  in 
1832.  Before  1803,  there  were  four  distinct  sys- 
tems of  coinage  lep;alised»  and  in  common  use; 
namely,  the  Flemish  livre,  containing  twenty 
schillings,  each  schilling  twelve  gros,  each  gros 
eight  penninghens,  and  each  penninghe  three 
myten.  This  money  was  used  chiefly  for  calcula^ 
ting  the  foreign  exchanges,  especially  that  upon 
London,  and  was  continued  so  late  as  1843.  The 
great  commercial  houses  kept  their  accounts  in 
florins,  divided  into  20  sous,  and  each  sol  into 
sixteen  deniers.  This  was  also  used  in  the  ex- 
change on  Amsterdam  and  Hamburgh.  The  Bra- 
bant florin,  containing  twenty  sous,  and  each  sol 
twelve  deniers,  was  the  money  used  in  the  tran- 
sactions of  daily  life.  And  lastly,  the  govern- 
ment accounts  were  kept  in  Uvres  toumois, 
divided  into  twenty  sols  of  France,  and  each  sol 
into  twelve  deniers.  It  is  not  surprising  that  the 
establishment  of  a  single  uniform  system  like  the 
French  was  found  to  be  a  great  improvement  over 
such  complication.  But  even  here  the  immense 
time  necessary  to  change  the  habits  of  a  people 
is  seen.  The  higher  commercifd  classes  in  the 
cities  keep  their  accounts  in  francs  and  centimes, 
but  the  old  divisions  of  Brabant- guilders  and 
stivers  are  still  maintained  by  the  small  trades- 
men and  shopkeepers,  though  these  coins  have  no 
monetary  representatives.  In  usual  life,  every 
man  in  Belgium  is  compelled  to  have  constantly 
at  hand  his  tables  of  reduction  of  the  various 
monies,  both  past  and  present. 

40.  Up  to  1848,  the  Swiss  coinage  was  in  a 
state  of  fearful  confusion.  Each  Canton  coined 
money  for  itself,  which  would  not  pass  in  the 
neighbouring  ones.  Numerous  coins  from  France 
and  Germany  also  passed  current  at  different 
denominations.  The  Federal  Constitution  of 
1848  took  away  the  power  of  the  Cantons  to  coin 
money,  and  placed  it  in  the  hands  of  the  Federal 
authorities,  and  demanded  a  monetary  reform. 
In  1850,  a  new  Federal  law  on  coins  was  passed, 
which  was  brought  into  effect  during  1851  and 
1852.  The  moneys  of  account  and  usage  were 
assimilated  to  the  French,  and  all  the  old  ones 
withdrawn  and  destroyed.  What  an  enormous 
improvement  this  was,  may  be  judged  by  the 
answer  of  M*  Trilmhler  to  the  Decimal  Coinage 
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Commlflsionera,  who  says  that  before  1850,  there 
were  current  ^*  all  kinds  of  German  dollars, 
German  florins,  Anstrian  zwanzigers,  French 
five-franc  pieces,  subdivisions  of  the  above,  and 
about  160  different  Swiss  coins.  The  legal  value 
of  most  coins  was  different  in  almost  every  Can- 
ton ;  and  the  current  value  differed  everywhere 
from  the  legal  value  I  *'  Thus,  the  same  coinage 
circulates  throughout  France,  Belgium,  Switzer- 
land, and  Sardinia,  and  probably  very  soon  the 
whole  monies  of  the  Italian  peninsula  will  be 
assimilated,  to  the  immense  relief  of  travellers. 

41 .  The  late  kingdom  of  the  Two  Sicilies  had 
a  coinage  of  which  the  ducat  was  the  unit,  diyided 
into  10  carlini,  and  each  carlino  into  10  grains, 
and  each  grain  into  10  calli.  But  accounts  were 
kept  only  in  ducats  and  grains.  Payments,  how- 
ever, were  seldom  made  in  ducats,  which  was  a 
very  rare  coin,  but  in  Neapolitan  dollars,  worth 
12  carlini,  or  120  grains.  And  here  we  have  a 
curious  example  of  a  decimal  system  of  accounts, 
with  a  duodecimal  coinage.  For  the  coins  in 
circulation  were  the  dollar  of  12  carlini,  or  120 
grains ;  half-dollars  of  6  carlini,  or  60  grains ; 
pieces  of  4  carlini,  3  carlini,  2  carlini,  1  carlino, 
and  half  a  carlino.  Copper  coins  are  in  common 
use,  of  half  a  carlino,  4,  3,  2j,  2, 1^,  1  grain,  and 
half  a  grain. 

This  is  a  very  strong  and  striking  example  of 
what  we  said  above,  that  as  soon  as  the  unit  of 
money  becomes  of  any  magnitude,  the  practical 
purposes  of  life  irresistibly  demand  a  duodecimal 
coinage.  The  very  same  thing  as  is  manifested 
in  America. 

42.  The  Netherlands,  like  most  other  coun- 
tries, were  afSicted  with  great  monetary  confusion. 
The  basis  of  the  whole,  however,  was  the  florin, 
containing  20  stivers,  or  20  pence  English.  In 
1821,  this  coin  was  taken  as  the  unit  of  the  sys- 
tem, and  divided  into  cents  and  half-cents.  In 
this  case  we  observe  the  transition  was  extremely 
easy.  The  stiver  was  already  the  20th  part  of 
the  florin,  and  its  name  was  simply  changed  into 
5  cents,  as  in  France.  Hence  nothing  new  re- 
quired to  be  done :  it  was  simply  to  abolish  a 
number  of  the  old  coins. 

43.  Portugal  is  an  example  of  a  country  having 
a  single  unit,  like  that  of  China,  and  all  the  coins 
being  multiples  of  that  unit.    The  Portuguese 

unit  is  the  rei,  being  equal  to  ^  of  a  penny.  The 
smallest  coin  is  the  5  reis,  or  jjof  a  penny.    But 

though  all  the  moneys  of  account  were  decimal 
multiples  of  the  reis,  the  coinage  was  not  so.  The 
coinage  consisted  of  moidores  of  4,800  reis ;  cru- 
sadoes,  400  reis ;  cruzados  novos,  or  pinto,  480  reis ; 
quartinhos,  1,200  reis ;  testoons,  100  reis ;  and 
vintems,  20  reis.  This  coinage  has,  however, 
now  been  abolished,  and  it  has  now  been  deci- 
malized, as  well  as  the  accounts.  The  change 
came  into  operation  in  1857. 

44.  In  Russia,  the  silver  ruble  is  the  standard, 
being  about  37  or  39  pence.  This  is  divided  into 
100  copecks,  and  the  copeck  is  divided  into  halves 
and  quarters.  The  silver  ruble  was  established 
as  the  unit  of  money  in  1840,  in  place  of  the  ruble 
of  assignation,  to  which  the  issues  of  depreciated 
paper  had  reduced  the  Russian  standard.  The 
silver  ruble  was  equal  to  3^  paper  rubles,  but  the 
subdivisions  of  the  latter  were  the  same.  And 
here  we  perceive  that  as  soon  as  it  went  below 
cents,  the  binary  division  was  found  necessary. 


45.  In  Greece  the  drachma  is  the  unit,  being 
in  value  about  8:{d.  this  is  divided  into  100  lepta» 
the  latter  being  about  |  of  a  farthing.  The 
drachma,  however,  is  an  imaginary  coin,  and 
foreign  coins  of  gold  and  silver  are  current  at  a 
regulated  value.  The  only  Greek  coinage  is 
copper.  Hence,  although  accounts  are  kept  deci- 
mally, there  is  in  realty  no  decimal  coinage. 
Drachmas,  half  and  quarter  drachmas,  are  sup« 
posed  to  exist.  Here  we  see  as  usual  binary 
division  for  practical  purposes. 

46.  Such  are  the  examples  of  actually  existing 
decimal  systems  both  in  accounts  and  coinages, 
and  we  shall  flnd  that  they  will  throw  much 
light  upon  the  important  question  whether  it  is 
expedient  to  decimalize  the  coinage  of  this  country. 
We  observe  then,  that  the  highest  unit  in  a  decimal 
system  of  coinage  is  the  American  dollar,  which 
is  divided  nominally  into  dimes,  cents,  and  mils. 
But  practically,  the  only  moneys  of  account  are 
dollars  and  cents.  The  next  highest  is  the  Nea- 
politan ducat,  4H  pence,  divided  nominally  into 
lOths,  lOOths,  ana  l,000ths.  But  in  practice  the 
accounts  are  kept  in  ducats  and  grains  only.  The 
coinage  is  entirely  duodecimal.  The  next  highest 
unit  is  the  Russian  ruble,  about  38d.,  both  nomi- 
nally and  in  practice,  divided  into  100  copecks, 
but  the  copeck  is  divided  into  halves  and  quarters. 
Theu  comes  the  Netherlands,  with  its  unitof  20d., 
divided  into  cents,  and  these  into  half  cents.  Then 
the  French,  Swiss,  Belgian,  and  Sardinian  unit 
of  lOd.  nearly,  divided  nominally  into  decimes, 
centimes,  and  milli^mes,  but  practically  only  into 
francs  and  cents.  Here  the  centime  is  a  coin  so 
much  below  all  ordinary  use  that  there  is  no 
occasion  for  its  division,  and  whether  in  commer- 
cial transactions  it  is  so  or  not,  we  have  no 
information.  Then  comes  the  Greek  unit,  also 
divided  into  lOOths ;  and  lastly,  the  Portuguese 
unit,  which  is  below  the  purposes  of  common  life, 
and,  therefore,  does  not  require  division.  In  all 
of  these  we  observe  that  practically  people  refuse 
to  go  below  cents  in  their  accounts ;  so  that  we 
may  fairly  consider  them  as  the  pivots  of  the 
coinage,  and  whenever  they  go  below  cents  in 
business,  they  invariably  reject  the  decimal  divi- 
sion, and  adopt  a  binary  one.  And  this  becomes 
clearer  as  the  nominal  unit  becomes  larger. 

47.  The  question  of  decimalizing  the  coinage 
and  accounts  of  this  country  has  been  mooted  at 
various  times.  In  1816,  a  ro^al  commission  was 
appointed  to  consider  the  possibility  of  establish- 
ing a  more  uniform  system  of  weights  and 
measures.  They  reported  that  the  existing  sub- 
division of  weights  and  measures  was  far  more 
convenient  for  practical  purposes  than  the  deci- 
mal scale.  In  1824,  Sbr  John  (afterwards  Lord) 
Wrottesley  brought  forward  a  motion  in  the 
House  of  Commons  for  inquiring  into  the  appli- 
cability of  the  decimal  system  to  coins.  He  pro- 
posed pounds,  double  shillings,  and  farthings,  re* 
dnced  four  per  cent,  in  value;  in  fact,  what  is  now 
known  by  tne  name  of  the  pound  and  mil  scheme. 
The  motion  was,  however,  withdrawn,  and  the 
currencies  of  England  and  Ireland  were  soon 
afterwards  assimilated.  The  standards  of  weight 
and  measure  were  lost  when  the  Houses  of 
Parliament  were  burnt,  in  1834,  and  in  1838  a 
Commission  was  appointed,  consisting  of  the 
Astronomer-Royal  (Mr.  Airy),  the  President  of 
the  Royal  Society  (Mr  Francis  BaUy),  Mr,  J.  E. 
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Drinkwater  Bethnne,  Sir  J.  W.  F.  Hencbel,  Bart, 
Sir  J.  G.  Shaw  Lefevre,  Sir  J.  W.  Lnbbock,  Bart., 
the  Very  Rer.  George  Peacock,  Dean  of  Ely, 
Lowndean  Professor  of  Astronomy,  and  the  Rev. 
R.  Sheepshanks,  all  men  distingnished  in  science, 
bnt  not  one  haying  any  practical  knowledge  of 
commerce.  The  Commissioners  reported  in  1 841 , 
strongly  recommending  the  decimalization  of  the 
coinage,  on  the  same  system  as  already  proposed 
by  Sir  John  Wrottesley.  In  1843,  a  second  Com- 
mission was  appointed,  containing  the  names  of 
the  Astronomer-Royal,  Sir  John  Hersohel,  Sir 
J.  G.  8.  Lefevre,  Sir  J.  W.  Lubbock,  the  Dean 
of  Ely,  and  Mr.  Sheepshanks,  members  of  the 
former  Commission,  to  whom  were  added,  the 
Marquis  of  Northampton,  President  of  the  Royal 
Society ;  the  Earl  of  Rosse ;  Jjord  Wrottesley ; 
and  Professor  Miller.  The  Report  of  this  Com- 
mission, composed  exclusively  like  the  former  of 
men  of  science,  agreed  with  the  former,  and  pro- 
posed to  carry  out  its  recommendations. 

48.  In  1847,  a  motion  was  made  in  the  House 
of  Commons,  by  Sir  John  Bowring,  on  the  24th 
April,  for  an  Address  to  the  Crown  in  favor  of  the 
coinage  and  issue  of  silver  pieces  of  the  value  of 
1-lOth  and  1-lOOth,  of  the  pound  sterling,  in  order 
to  introduce  the  decimal  subdivisions  of  the  coin- 
age. The  motion  was  withdrawn,  on  the  engage- 
ment of  the  Chancellor  of  the  Exchequer  that 
pieces  of  the  value  of  the  tenth  of  the  pound 
should  be  coined.  This  was  done,  and  these  pieces 
called  florins,  are  now  in  general  circulation. 

49.  On  the  26th  of  March,  1853,  the  Commls- 
sioners  of  1843,  bearing  that  a  coinage  of  copper 
was  in  contemplation,  addressed  a  letter  to  Mr. 
Gladstone,  then  Chancellor  of  the  Exchequer, 
strongly  urging  upon  him  that  this  copper  coinai^e 
should  be  in  pieces  of  the  value  of  1 -1000th, 
2-lOOOths,  and  4-1000tb8  of  a  pound,  being  4  per 
cent,  below  the  present  farthing,  half-penny  and 
penny,  with  the  view  to  the  introduction  of  the 
decimal  system.  On  the  5th  of  April,  Mr. 
Gladstone  was  asked  in  the  House  of  Commons 
whether  it  was  the  intention  of  Government  to 
carry  out  the  decimal  system,  by  coining  the  new 
copper  money  on  that  scale.  The  Chancellor 
replied  that  there  was  no  intention  on  the  part  of 
the  Government  to  make  any  change  in  the  copper 
coinage.  Nevertheless,  considering  the  great  im- 
portance of  the  subject,  they  would  support  the 
motion  for  a  Committee  by  one  of  the  members. 
Accordingly  on  the  12th  of  April,  on  the  motion  of 
Mr.  W.  Brown,  member  for  South  Lancashire,  a 
Committee  was  appointed  to  consider  and  report 
upon  the  expediency  or  otherwise  of  adopting  a 
decimal  system  of  coinage. 

50.  This  Committee  examined  tw^ty-five 
witnesses,  all  of  whom  were  in  favor  of  a  decimal 
system  of  coinage,  and  all  recommended  the 
pound  and  mil  scheme,  as  the  plan  of  the  former 
Commissioners  was  called,  with  the  exception  of 
Mr.  Headlam,  member  for  Newcastle, who  strongly 
urged  the  expediency  of  making  the  ^d.  the 
basis  of  the  coinage,  and  multiplying  from  that 
unit.  This  would  make  the  pound  sterling  equal 
to£l  Os.  lOd.  The  Committee  made  their  report 
on  the  1st  of  August,  strondy  recommending  the 
adoption  of  the  pound  ana  mil  scheme.  They 
recommended  the  withdrawal  of  the  half-crown, 
the  dd.  and  4d.  piecesi  and  the  introduction  of 
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copper  coins  of  1,  2  and  5  mils,  and  silver  oains 
of  10  and  20  mils. 

51.  The  Report  of  tiie  Committee  excited 
much  discussion  in  the  newspapers  and  among 
the  public,  and  was  followed  as  usual  by  a  great 
eruption  of  pamphlets.  Bat  a  most  extraordi- 
nary difference  of  opinion  soon  manifested  itsdf 
among  the  zealous  advocates  for  a  decimal  system. 
No  less  than  eleven  different  schemes  were 
brought  forward,  and  urgently  pressed,  all  based 
on  some  particular  coin  of  the  existing  moneys. 
Most  of  them,  too,  were  hostile  to  the  adoption  of 
any  rival  scheme,  and  preferred  to  maintain  the 
existing  coinage  rather  than  have  any  plan  bat 
their  own  adopted.  These  rival  schemes  intn>- 
duced  greater  complexity  into  the  question.  In 
1855,  the  House  of  Commons  passed  a  resolution, 
by  135  to  56,  in  favour  of  the  nirtber  extension  of 
the  decimal  system.  But,  before  finally  deciding, 
the  Government  referred  the  whole  matter  to  a 
Commission,  composed  of  Lord  Monteagle,  Lord 
Overstone,  and  Mr.  J.  G.  Hubbard.  This  Com- 
mission made  a  preliminary  report  in  April, 
1857,  signed  by  all  its  members.  They  examined 
a  number  of  witnesses,  who  were  adverse  to  the 
pound  and  mil  scheme,  and  they  prepared  a  series 
of  questions  to  be  addressed  to  eminent  persons 
who  lived  in  foreign  countries,  where  the  decimal 
system  was  already  in  use.  Moreover,  Lord 
Overstone  prepared  a  series  of  questions,  firamed 
with  the  view  of  bringing  into  distinct  notice  and 
examination  some  of  Uie  advantages  of  the  present 
system  of  coinage,  and  some  of  the  principid  diffi- 
culties and  objections  which  have  been  suggested 
as  attending  the  introduction  of  a  system  of 
decimal  coinage. 

52.  The  evidence  given  before  this  Commis- 
sion, together  with  the  experience  gathered  from 
foreign  countries,  and  the  answers  to  Lord  Over- 
stone's  questions,  may  be  said  to  have  completely 
changed  the  aspect  of  the  question,  and  to  have 
conclusively  settled  it  against  the  decim^ization 
of  the  English  coinage.  Lord  Monteagle  retired 
from  the  Commission,  and  the  final  report  was 
delivered  on  the  5th  April,  1859,  signed  only  by 
Lord  Overstone  and  Mr.  Hubbard.  The  con- 
clusions which  they  jointly  arrived  at  were,  that 
the  experience  of  foreign  countries,  where  the 
decimal  coinage  had  been  introduced,  was  full  of 
instruction  and  warning  to  us ;  but  the  circum- 
stances of  this  country  were  so  different,  that 
no  safe  conclusion  could  be  drawn  from  them. 
That  commercial  men  as  well  as  others  were 
greatly  divided  on  the  subject.  That  it  was 
difficult  to  come  to  any  useful  conclusion 
as  to  the  merits  of  the  decimal  system  in  the 
abstract,  and  distinct  and  peculiar  difficulties 
attended  each  separate  form  proposed  for  adop- 
tion. That  the  penny  scheme  had  many  advan- 
tages over  the  pound  and  mil  scheme ;  neverthe- 
less that  the  state  of  public  feeling  would  not 
allow  the  pound  to  be  disturbed.  That  as  regarded 
the  pound  and  mil  scheme,  thero  i^peared  to  be 
an  advantage  in  calculations,  though  the  extent 
of  the  advantage  was  much  disputed.  That  with 
regard  to  the  reckonings  of  the  shop  and  the 
market,  and  for  mental  calculations  generally,  the 
present  system  was  unquestionably  the  best^  as 
well  as  regarded  the  coins,  provided  by  the  rival 
schemes.  That  the  pound  and  mil  scheme  could 
not  be  looked  upon  as  a  demonstrative  improve* 
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ment,  but  ratber  as  a  doubtftal  experiment, 
attended  with  many  transitional  difficnlties, 
partly  of  a  moral  character,  arising  from  the 
difficulty  of  changing  established  usages  and 
habits,  and  partly  mechanical,  arising  from  the 
non-interchangeability  of  the  old  and  new  coins. 
The  advantages  of  decimal  accounts  might  be 
attained  without  disturbing  the  coinage,  by  a 
more  extensive  use  of  the  practice  now  adopted 
at  the  National  Debt  Office,  and  the  principal 
Assurance  Offices.  That  under  existing  circum- 
stances, it  was  not  desirable  to  disturb  established 
habits  by  an  attempt  to  introduce  any  new  prin- 
ciple into  the  coinage  alone. 

53.  These  were  the  joint  resolutions  adopted 
by  the  two  Commissioners.  But  Lord  Overstone 
prepared  a  draft  report,  most  ably  and  fully  dis- 
cussing the  evidence  obtained  by  the  Commis- 
sioners, and  weighing  the  alleged  advantages  and 
disadvantages  of  each  scheme  with  perfect  impar- 
tiality. The  clear  and  convincing  way  in  which 
the  question  is  argued  in  ail  its  different  bearings, 
may  be  considered  to  have  finally  disposed  of  the 
subject.  (Decimalization.) 
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COLBBBT,  JEAN  BAPTI8TE,  the 

greatest  minister,  probably,  that  ever  ruled 
France,  and  by  many  erroneously  supposed  to  be 
the  author  of  the  Protectionist  system,  was  born 
at  Reuns,  the  29th  August,  1619,  the  son  of 
Nicholas  Colbert,  a  small  landowner  of  Cham- 
pagne, and  Marie  Pussort.  His  father  was 
styled  Lord  of  Yandi^res,  and  was  of  Scotch 
descent,  and  after  his  son  rose  to  greatness,  many 
curious  inquiries  were  started  whether  he  had 
ever  been  in  trade,  or  was  entitled  to  be  called 
noble,  without  any  very  satisfactory  answer. 

Jean  Baptisto  was  placed  very  voung  In  a 
mercantile  house  in  Lyons,  but  his  ambition 
pointed  to  Paris,  and  by  means  of  his  uncle,  Col- 
bert of  St.  Ponange,  Intendant  of  Lorraine,  and 
brother-in-law  of  the  Secretary  Le  Telller,  he 
was  placed  in  his  office. 

Being  sent  to  Sedan,  where  Mazarin  was  in 
exile,  by  the  Secretary,  with  a  letter  of  the 
Queen,  with  orders  to  bring  it  back  with  him,  the 
Cardinal  wished  to  keep  it.  But  Colbert  insisted 
on  having  it  back,  notwithstanding  the  anger  of 
the  Cardinal.  Some  time  afterwards,  when  he 
returned  to  Paris,  being  in  want  of  a  Secretary, 
he  applied  to  Le  Tellier,  who  gave  him  Colbert. 
The  Cardinal  was  in  reality  pleased  at  the  firm- 
ness of  the  young  man  in  obeying  his  orders,  and 
desired  him  to  serve  him  as  faithfully  as  he  had 
done  his  former  master. 

Colbert  soon  rose  high  in  the  CardinaVs  esteem, 
who  appointed  him  his  intendant,  or  steward.  In 
1649,  he  was  appointed  one  of  the  Council  of 


State,  and,  during  the  Fronde,  he  was  the 
minister's  right-hand  man.  When  tiie  minister 
was  banished,  Colbert  remained  in  Paris,  and 
was  his  agent  for  communicating  with  the  Court. 

In  1650,  he  married  Mary  Charon,  whose  father 
had  made  a  large  fortune  in  trade.  Being  threat- 
ened with  a  heavy  tax,  Colbert  got  him  exempted, 
and  in  return  the  merchant  gave  him  his  daughter, 
with  a  handsome  dowry.  Colbert's  family  soon 
shared  the  bounty  of  the  minister,  and  by  1655, 
they  were  all  placed  in  good  posts. 

Louis  XIY.  was  kept,  during  his  minority,  in  a 
state  of  shameful  penury.  But  while  the  king  was 
in  want  of  the  commonest  necessaries,  the  profligate 
ministers  battened  on  corruption.  Mazarin,  with 
boundless  rapacity,  and  by  gaming,  accumulated 
a  fortune,  which,  under  the  skilful  management 
of  Colbert,  erew  to  colossal  dimensions.  The 
financiers  and  farmers  of  the  revenue  lived  in  the 
most  profuse  splendour,  while  the  king  and  the 
people  were  starving.  The  chief  minister  of 
finance  was  Fonquet,  who  emulated  Mazarin  in 
his  rapacity.  It  has  been  urged  as  a  charge 
against  Colbert,  that  he  labour^  systematically 
to  overthrow  him,  to  step  into  his  place.  The 
evidence  in  favour  of  the  charge  is  not  very  clear, 
and  even  if  it  were,  Fouquet  would  not  be  en« 
titled  to  much  sympathy.  Mazarin  thought  more 
than  once  of  displacing  Fouquet,  but  in  1657, 
Colbert  dissuaded  him  from  it,  alleging  the  merit 
of  the  superintendent.  In  1659,  however,  he 
drew  up  an  elaborate  memoir  on  the  finances, 
showing  all  the  mischief  of  Fouqnet's  system,  for 
the  private  information  of  the  Cardinal.  Fouquet 
obtained  a  copy  of  it  by  bribing  the  post-master. 

In  the  same  year,  Mazarin  scut  Colbert  to  Pope 
Alexander  VII.,  to  persuade  him  to  restore  the 
Duchy  of  Castro  to  the  Duke  of  Parma,  and  to 
assist  the  Venetians,  who  were  besieged  by  the 
Turks  in  Candia.  But  the  Pope  hated  Mazarin, 
and  so  the  mission  failed.  After  remaining  in 
Italy  four  months,  and  vainly  urging  some  other 
states  to  assist  the  Venetians,  he  returned  to 
Paris,  and  found  Mazarin  struck  with  the  malady 
of  which  he  died  in  the  following  year. 

As  death  drew  near,  Mazarin  became  alarmed 
lest  the  king  might  strip  his  family  of  his  ill- 
gotten  wealth.  Colbert  advised  him  to  present 
it  all  to  the  king,  being  weU  assured  that  he 
would  give  it  all  back  again.  The  kins  accord- 
ingly gave  him  permission  to  dispose  of  it  as  he 
pleased. 

Mazarin  left  him  his  executor,  and  in  his  will 
recommended  him  to  the  king,  as  an  adequate 
return  for  all  the  benefits  he  had  received  from 
him. 

The  finances  had  long  been  in  terrible  disorder. 
The  farmers  were  all  occupied  in  wringing  as 
much  as  they  could  from  the  people,  and  giving 
as  little  as  they  could  to  the  treasury.  The  king, 
by  an  unexpected  force  of  will,  determined  never 
again  to  submit  to  such  a  thraldom  as  that  of 
Mazarin,  and  to  be  his  own  minister.  He  used 
to  preside  regularly  at  the  Council.  Fouquet's 
accounts  were  purposely  mystified,  but  at  the 
next  meeting  of  the  council  the  king  used  to 
astonish  every  one  by  unravelling  all  their  mysti- 
fication, and  exposing  their  errors.  The  fiust  was, 
that  Colbert  used  to  be  closeted  with  him  for 
several  hours  every  evening,  initiating  him  into 
the  mysteries  of  finance. 
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The  kingdom  was  OTerwhelmed  with  debts. 
The  interest  paid  was  50  per  cent.  Sally  had 
tried  to  reduce  the  Rentes  on  the  Hotel  de  Ville, 
but  this  produced  an  insurrection,  and  he  was 
forced  to  abandon  it.  In  1648,  Mazarin  was 
unable  to  pay  the  interest,  and  this  was  one  of 
the  ostensible  pretexts  of  the  Fronde. 

The  fate  or  the  financiers  was  soon  settled. 
There  were  abundance  of  precedents  for  such 
cases.  France,  to  her  misfortune,  had  been 
many  times  in  a  similar  predicament.  Eight 
times  before.  Chambers  of  Justice  had  been  ap- 
pointed, to  make  the  financiers  disgorge  their 
Slunder.  Fouquet  was  struck  down  in  the  very 
eight  of  his  greatness.  The  king,  intent  on  his 
destruction,  treated  him  with  extraordinary  gra- 
ciousness.  When  all  was  ready,  the  execution 
was  left  to  Colbert,  and  he  was  arrested  on  leaving 
the  council.  In  November,  1661,  an  edict  was 
issued,  denouncing  in  vehement  language,  the 
malpractices  of  the  financiers.  On  the  Uth  De- 
cember, all  the  clergy  were  ordered  to  invite 
their  congregations  to  come  forward  publicly,  and 
give  information  of  any  financial  crimes  com- 
mitted since  1635. 

The  rapacious  crew  were  struck  with  terror. 
Many  fled  the  country,  many  were  imprisoned, 
fiome  were  tortured,  and  some  were  hung.  Five 
hundred  were  condemned  to  make  restitution  to 
the  amount  of  110  millions. 

Louis  determined  that  Fouquet  should  have  no 
successor,  any  more  than  Mazarin.  A  few  days 
after  his  arrest,  a  roval  council  of  finance  was 
formed,  with  the  Marechal  de  Villeroi  nominally 
at  its  head,  but  with  Colbert  as  the  real  man  of 
business.  Its  meetings  were  held  every  week,  and 
the  king  regularly  attended,  and  signed  every  order 
for  money.  Hereditary  rights  to  ofiSces  in  the 
finances  were  abolished,  and  it  was  enacted  that  the 
State  should  have  the  first  lien  on  all  the  property 
of  the  financiers,  and  their  profits  were  reduced 
firom  6  sous  to  9  deniers  the  llvre.  The  sums 
disgorged  by  these,  in  the  hands  of  the  Chamber 
of  Justice,  supplied  some  ready  money,  and  Col- 
bert made  the  financiers  accept  bills  at  15  months 
for  the  taxes,  which  supplied  him  with  more. 

The  restoration  of  the  credit  of  the  country  was 
marvellous.  Previously  to  this  time,  the  govern- 
ment officials  of  all  sorts  were  obliged  to  pay 
court  to  the  financiers  to  get  paid,  and  they 
thought  themselves  lucky  if  they  could  get  bills  at 
18  months  or  two  years.  In  1662,  the  king  not 
only  paid  off  all  the  arrears  of  1660  and  1661,  but 
made  them  an  advance.  He  not  only  refused 
1,600,000  livres  to  give  up  his  purchase  of  Dun- 
kirk, but  he  bon*owed  5,000,000  at  5^  per  cent, 
to  pay  for  it.  In  September,  1661,  France  and 
Europe  saw  the  king  in  constant  difficulties, 
living  on  the  credit  of  his  friends,  and  unable  to 
undertake  any  extraordinary  expense :  in  Sep- 
tember, 1662,  Colbert  uttered  the  proud  boast, 
that  all  Europe  was  afraid  that  the  king  would 
buy  up  any  town  or  country  he  had  a  fancy  to. 
He  said  that  his  master  had  only  to  stamp  his 
foot  on  any  part  of  France,  and  money  would 
spring  up. 

In  1674,  during  the  height  of  the  war  with 
Holland,  the  king  not  only  paid  back  50,000 
livres  which  the  merchants  had  presented  him 
with,  but  added  a  gift  of  6,000  more,  to  requite 
them  for  their  zeal. 


The  best  eulogy  on  Colbert's  management  of 
the  finances  is  a  simple  statement  of  the  receipts 
and  expenditure  during  the  first  eleven  years  of 
his  administration,  till  the  war  with  Holland. 
They  were  as  follows : — 

Receipts.  Expenditim. 

1662  ...  75,668,760  Uv.  ...  74,826,456  liv; 

1663  ...  48.a')3,826  ...  46,826,n76 

1664  ...  68;602,796  ...  68,071,008 

1665  ...  90,883,973  ...  90,871,856 

1666  ...  67,459,001  ...  66,611,895 

1667  ...  72,520,926  ...  72,090,744 

1668  ...  70,875,374  ...  70,876,881 

1669  ...  76,468,967  ...  76,283,749 

1670  ...  73,900,766  ...  77,209,879 

1671  ...  87,501,077  ...  88,876,723 

1672  ...  87,067,787  ...  87,928,561 


813,903,231 


810,471,228 


But,  says  M.  Joubleau,  firom  whom  these 
figures  are  taken,  there  is  to  be  deducted  from 
the  receipts  the  sum  of  4,292,773  livres  on  account 
of  money  carried  from  one  year  to  another, 
leaving  a  total  actual  receipt  of  809,610,458  livres, 
leaving  on  the  whole  period  of  1 1  years  an  exc^s 
of  860,770  livres  of  expenditure  over  receipts. 
Such  were  the  halcyon  days  of  French  finance  I 
Grone,  we  fear,  never  to  return. 

There  was  one  evil,  however,  which  Colbert 
tried  in  vain  to  grapple  with,  though  as  long  as 
he  lived  it  was  kept  in  somewhat  moderate 
bounds,  but  after  his  death  was  one  of  the  prin- 
cipal causes  of  the  ruin  of  the  finances  and  the 
monarchy. 

Since  the  times  of  the  last  Yalois  of  the  first 
branch,  certain  sums  had  been  paid  to  bribe 
foreign  princes.  These  were  called  ordomumces  du 
comptant^  because  they  were  general  orders  on  the 
treasury  payable  on  demand,  without  specifying 
the  particulars.  This  plan  was  used  afterwards 
to  cover  the  greatest  abuses.  The  princes  of  the 
blood  had  no  civil  list,  and  all  their  expenses 
ought  to  have  been  checked  by  vouchers  by  the 
proper  officers.  This  was,  however,  naturally 
felt  to  be  very  degrading,  and  consequently  th^ 
adopted  the  cover  of  an  ordonnance  du  campUxsd, 
This  had  grown  to  an  enormous  abuse.  From 
1630  to  1656,  the  average  yearly  amount  of  the 
ardotmances  ducomptant  had  been  10  million  livres. 
From  1656  to  1659,  they  suddenly  rose  to 
upwards  of  320  millions.  Such  extravagance 
alarmed  Colbert,  and  he  tried  in  vain  to  abolish 
it.  What  could  he  do  against  the  extravagance 
of  the  king,  and  the  rapacity  of  his  mistresses, 
and  the  crowds  of  gre^y  courtiers,  and  all  the 
herd  of  kings,  foreign  ministers,  and  patriots, 
who  were  all  clamouring  for  French  gold?  All 
he  could  do  was  to  endeavour  to  regulate  them  a 
little,  and  thrust  them  on  the  king's  notice  as  often 
as  possible. 

In  1674,  the  king*B  credit  was  so  good  that 
Colbert  advised  him  to  open  a  bank  to  receive 
public  deposits  to  the  amount  of  12  millions. 
Everyone  might  place  what  sum  he  pleased,  and 
received  an  order  signed  by  the  fiarmer-general, 
payable  one  year  after  date,  with  five  per  cent, 
interest.  This  bank  was  found  of  the  greatest 
service  during  the  war,  and  was  retained  for  some 
time  after  the  peace,  and  enlarged  to  20  millions. 
On  the  3 1st  December,  1681,  the  fund-holders 
who  held  stock  created  in  1674,  1676,  and  1679, 
received  notice  that  their  principal  would  be  paid 
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off,  a&d  those  who  had  taken  loans  at  the  14th, 
16th,  and  18th  denier  (or  at  7  l-7th,  6  2-3rds, 
and  5  5-9ths  per  cent.)  were  allowed  to  convert 
them  into  new  stock  at  the  20th  denier,  or  five 
per  cent. 

Lastly,  to  shew  the  difference  between  the 
state  in  which  he  found  France,  and  the  state  he 
left  it  in  at  his  death,  we  may  give  these  figures : 

Interest  on      Net  snm  reoeired 
Taxes.  Debts.         by  the  Treasury. 

1661  ...    84,222,196  61,877,184 22,8,97281 

1683  ...  116,053>374  23,365,274 J92,6404,00 

These  are  sufficient,  as  financial  details.  We 
shall  turn  to  some  other  parts  of  his  adminis- 
tration. 

No  sooner  was  Colbert  firmly  seated  in  power, 
than  he  began  to  develop  his  gigantic  schemes  of 
organization. 

The  first  thing  to  reform  was  the  tariffs  of  the 
castom-houses,  foreign  and  domestic.  Nothing 
could  be  more  complicated  and  bizarre  than  they 
were ;  and  they  were  made  an  instrument  of  enor- 
mous oppression  in  the  hands  of  the  farmers,  who 
could  alter  the  duties  as  they  pleased,  and  were 
always  sure  of  being  able  to  bribe  the  judges  to 
decide  in  their  favour.  Each  province  had  its 
own  custom-houses.  Sully  had  tried  to  do  away 
with  these  barriers,  and  failed.  The  States 
General,  in  1614,  remonstrated  against  them  in 
vain.  Private  interests  were  too  strong,  and 
instead  of  being  diminished,  the  burdens  were 
increased.  In  1621,  Louis  XIII.  even  erected 
new  ones  where  none  had  ever  been  before,  and 
new  imposts  were  levied  in  spite  of  the  complaints 
of  the  merchants,  many  of  whom  abandoned  com- 
merce from  these  vexations.  Agriculture  itself 
was  weighed  down,  large  districts  were  left  fal- 
low, and  the  country  was  filled  with  beggars  and 
vagabonds.  In  1654,  the  six  corps  of  merchants 
in  Paris  presented  a  remonstrance  to  the  king, 
saying  that  excessive  taxes  destroyed  industry. 

Colbert  wished  to  sweep  away  all  these  bar- 
riers ;  but  he  could  do  notlung.  Stolid  resistance 
was  too  powerful  for  him.  Most  of  the  provinces 
were  systematically  hostile  to  anything  which 
could  assimilate  them  to  each  other.  They  were 
incorporated  with  the  monarchy  on  condition  of 
retaining  certain  privileges,  and  they  were  perti- 
naciously attached  to  tiieir  individuality,  and 
valued  these  barriers  and  custom-houses  for  that 
very  purpose.  Colbert  had  triumphed  over  large 
masses  of  individuals,  but  he  could  not  overcome 
the  Estates  of  each  province.  All  he  could  per- 
suade them  to  do  was  to  modify  and  simplify 
their  tariffs.  There  were  five  great  farms  in  force 
through  a  considerable  number  of  the  provinces, 
called,  from  that,  ^'  The  Provinces  of  the  Five 
Great  Farms."  Others  were  called  "  The  Pro- 
vinces foreign  to  them  ;**  and  the  two  bordering 
on  Germany,  Alsace  and  Lorraine,  as  well  as 
several  seaports,  were  called  ^  provinces  ti-eated 
like  foreign  countries,**  because  they  were  allowed 
complete  free-trade  with  foreign  countries,  and 
goo^  coming  from  them  were  treated  exactly  as 
if  they  came  from  foreign  countries.  These  great 
farms  being  held  by  different  leases,  gave  rise  to 
an  immense  amount  of  trouble  and  tyranny,  and 
a  great  multiplication  of  offices.  Colbert  reiduced 
them  all  into  one,  and  immediately  doubled  the 
produce. 

Louis  XI.  founded  a  postal  service  in  1464,  for 


the  use  of  Government,  but  private  persons  were 
not  allowed  to  send  their  despatches  by  it.  The 
universities  had  established  private  posts  of  their 
own,  to  enable  their  students  to  maintain  a  corres- 
pondence with  their  families,  and  many  towns  had 
also  established  them  for  the  sake  of  commerce. 
But,  of  course,  their  charges  were  matters  of  pri- 
vate arrangement.  In  1597,  Henry  IV.  first 
established  post  houses  at  regular  intervals  on  the 
great  roads  to  Spain  and  Calais,  and  an  officer, 
called  the  comptroller-general  of  the  posts,  was 
appointed,  who  was  bound  to  keep  them  up  at  his 
own  expense,  upon  receiving  all  the  profits. 
M.  d*  Almeras,  the  comptroller-general  under  Louis 
XIII.,  first  allowed  the  government  coaches  to 
carry  private  letters,  and  mails  were  regularly 
established  between  different  towns.  This  device 
was  found  very  profitable,  and  in  1627  a  regular 
tarif  was  made  to  fix  the  price  for  carrying  letters 
and  parcels.  The  government  posts,  however, 
found  powerful  competitors  in  the  private  ones. 
In  1672,  Colbert  bought  all  these  up,  and  the 
revenue  of  the  post  office  soon  rose  from  100,000 
to  3,700,000  llvres. 

Colbert  having  instituted  a  chamber  of  justice 
to  call  the  financiers  to  account,  proceeded  to  a 
vei'ification  of  the  titles  of  nobility,  which  was 
done  much  more  easily  than  might  have  been 
expected  from  the  numbers  of  those  touched. 
The  kings  of  France  when  in  need,  had  often 
created  and  sold  titles  of  nobility,  and  nevertheless 
had  no  compunction  in  taking  them  away  again. 
Even  Henry  IV.  after  having  sold  several  titles  in 
1593,  annulled  in  1598,  all  those  created  within 
20  years,  on  the  pretence  of  an  inadequate  pay* 
ment,  and  the  injustice  done  to  others  by  exemp- 
ting them  from  their  share  of  taxes.  Yet  in  1606, 
he  sold  many  new  ones.  In  1638,  Louis  XIII. 
sold  several  titles  in  each  province,  to  celebrate 
the  birth  of  his  eldest  son,  and  in  1640,  all  the 
ennoblements  for  the  previous  30  years  were 
annulled.  On  the  accession  of  Louis  XIY.  two 
persons  in  each  gSniralitSy  or  province,  were 
allowed  to  purchase  nobility  for  4,000  livres. 
Two  years  afterwards  50  titles  were  sold  in  the 
free  towns  of  Normandy,  and  in  1661,  all  the  titles 
created  in  1606,  and  revoked  in  1640,  were  re- 
confirmed for  a  payment  of  1,500  livres. 

In  1664,  Colbert  retracted  all  these  titles.  The 
pretext  was  that  the  king  during  his  minority  had 
improvidently  sold  them  for  inadequate  sums,  to 
the  damage  of  many  parishes,  which  were  thus 
unable  to  pay  their  tallies.  All  titles  granted 
since  1634  were  revoked,  and  their  possessors 
exempted  from  the  tallle  of  1665.  The  estates  of 
the  different  provinces  were  ordered  to  institute  a 
rigorous  investigation  into  the  rights  of  innumer- 
able persons  who  usurped  titles  without  any  claim 
at  all.  This  investigation  was  strictly  executed 
during  many  years,  and  the  usurpers  fined 
50  livres  each.  Li  Brittany  these  fines  produced 
8,000  ecus  up  to  1670 ;  in  Provence  1,257  families 
were  stripped  of  theur  borrowed  plumes,  and  had 
to  pay  63,000  livres.  The  fines  levied  throughout 
the  whole  kingdom  amounted  to  2  millions,  and 
the  other  taxpayers  were  greatly  relieved.  Ac- 
cording to  this  there  were  40,000  sham  nobles 
reduced  to  the  ranks. 

Colbert*s  next  care  was  to  reform  the  coinage. 
The  astonishing  frauds  perpetrated  on  the  French 
coinage  during  severaJ^  centuries,  are  fully  detuled 
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in  the  article  Coihagb  of  Fbarcb.    It  may  be 

mentioned  as  one  redeeming  point  in  Masarin^ 

that  darmg  his  greatest  financial  embarrassments 

he  did  not  tamper  with  the  coinage,  as  even  Sully 

and  Richelien  had  done.    Colbert,  as  mi^ht  be 

expected,  followed  Mazarines  example,  which  he 

probably  advised.    Like  everything  else  the  mints 

had  been  farmed  ont  to  the  masters,  who  paid  a 

fixed  price,  and  wero  allowed  to  coin  what  they 

pleased.    In  1662,  Denis  Gcnisscme  obtained  a 

lease  of  the  mints  for  the  snm  of  102  thousand 

livres,  on  which  there  were  charges  to  the  amount 

of  58,646  llyres,  leaving  43,354  of  net  profit  for 

the  treasury.    Ad  edict  in  January  1666,  revoked 

this  lease,  and  the  king  took  the  management  of 

the  mint  into  his  own  hands,  and  henceforth  the 

mint  masters  bought,   manufactnred,  and  sold 

bullion  and  coin  on  account  of  the  State,  receiving 

a  fixed  price  per  marc  for  their  labor.    France 

was  at  this  time  full  of  Spanbh  pistoles  and  light 

ecus,  which  were  all  much  below  their  legal 

weight.    They  were  all  called  in,  but  Colbert 

enacted  that  the  holders  of  them  should  receive 

f^ood  coin,  weight  for  weight  for  what  they  brought 

in.    In  1679,  the  seignorage  on  the  coinage  was 

abolished  by  law,  which  had  been  such  a  sore 

temptation  to  preceding  kings,  and  had  been  the 

chief  cause  of  their  so  frequently  decrying  and 

recoining  the  money.    On  the  21st  August,  1671, 

an  ordonuance  was  published  to  render  uniform 

the  weights  and  measures  in  all  the  ports  and 

arsenals  of  France.    Colbert  wished  to  extend 

this  measure  to  the  whole  kingdom,  but  found  it 

impossible,  from  the  tenacity  with  which  people 

cling  to  their  old  habits. 

Mazarin  had  conferred  state  pensions  on  literary 
men,  among  whom  the  historian  M^zerai  figured 
for  4000  livres.  Fouquet,  who  had  liberal  and 
generous  tastes,  pensioned  many  out  of  his  own 
purse,  among  whom  were  Comeille,  La  Fontaine, 
and  Scudery.  Colbert,  who  was  not  devoid  of 
similar  tastes  himself,  and  to  encourage  the  king 
in  what  would  contribute  so  much  to  his  gi*andeur 
and  magnificence,  presented  him  a  list  of  thirty- 
three  of  the  most  eminent  literary  and  scientific 
men,  who  all  received  pensions  of  various  amounts. 
Kot  content  with  that,  he  sent  various  sums  to 
distinguished  men  in  foreign  countries.  The 
totals  were  about  100,000  livres  a  year.  He  also 
founded  the  Academic  des  Inscriptions  et  Belles 
Lettres  in  1663 ;  the  Acadimie  des  Sciences  in  1666, 
to  advance  geometry,  astronomy,  physics,  mechan- 
ics, anatomy,  and  chemistry.  He  also  founded 
the  Academies  of  painting  and  sculpture. 

In  1664,  he  was  appointed  superintendent  of 
public  buildings,  and  the  restoration  of  the 
finances  soon  displayed  itself  in  their  progress. 
The  splendour  of  these  gave  rise  to  the  most  ex- 
travagant reports  of  their  cost.  Voltaire  stated 
this  at  500  millions,  Mhrabeau  carried  it  up  to  1,200 
millions,  and  Volney  surpassed  every  one  by 
raising  it  to  4,600  millions.  It  was  currently 
said  that  Louis  had  burnt  the  accounts  to  hide 
the  proofs  of  his  extravagance.  But  they  have 
all  since  been  found,  and  the  sum  total  spent  by 
Louis  XIY.  on  his  public  buildings  is  proved  by 
documents,  verified  by  unimpeachable  witnesses, 
to  have  not  exceeded  the  sum  of  166  millions 
from  1661  to  1710,  including  several  sums  for 
other  things.  It  may  be  interesting  to  give  the 
fignres,  shewing  the  expense  of  these  famous 
places. 


Hie  total  eKpenae  of  Venailles,  InoLudiiig  ohurdieBy 
Trianon,  Olugny,  St  Oyr,  the  works  of  Marly,  &c, 
&c,  pictures,  marbles,  fumituie,  ftc,  was  116,7»j^. 

Saint  Germain 5'S?'^i 

Marly,  except  the  Waterworks  *»^'»?i2 

Fontainebleau ^'H^™ 

Chambord  i'^'Si 

Louvre  and  Tuilleries   • 10,e08,^» 

Arc  de  Triomphe  de  St  Antoine   513,75a 

Observatory  of  Paris ^  U^lJjt 

Thelnvalides ^*i3^ 

Place  Vendome   2,062,699 

Val-dc-Grace,  about 8,000,000 

Meulan  ....: ^*12 

Uaual  of  Languedoc 7,736,655 

Manufactures  at  Gobelins  and  Savonnerie     8,645,943 

Manufactures  in  other  towns. 1,707,990 

literary  Pensions 1,979,970 

]65,5S4,315 


The  Immense  advantages  which  would  result 
from  effecting  a  junction  l^tween  the  Atlantic  and 
the  Mediterranean,  were  so  obvious,  that  the  sub- 
ject had  long  occupied  the  attention  of  the  kings 
of  Franco.  It  is  even  said  that  Charlemagne  had 
some  thoughts  of  executing  the  work.  His  saga- 
cious project  of  uniting  the  Rhine  and  the  Danube 
has  only  been  executed  in  our  own  day.  Only 
14  leagues  separated  the  Aube  from  the  Garonne, 
and  projects  for  uniting  them  had  been  discussed 
by  the  councils  of  Francis  1.,  Charles  IX^ 
Henry  IV.,  and  Louis  XIII.  The  real  diflSculty 
in  the  project  was  to  insure  a  sufficiency  of  water 
at  the  summit  level,  600  feet  above  the  sea,  to 
which  the  canal  would  bo  obliged  to  rise. 

PieiTe  Paul  de  Riquet,  Ix)rd  of  Bonrepos,  of  a 
noble  Provencal  family,  holding  an  office  in  the 
gabelle^  owned  an  estate  at  the  foot  of  the  moun- 
tain which  was  the  chief  obstacle  to  the  success  of 
the  work.    The  execution  of  this  grand  project 
had  been  his  day-dream  for  years.  After  numerous 
experiments  in  his  own  grounds,  he  thought  that 
he  had  at  last  succeeded,  and  communicated  his 
ideas  to  the  Archbishop  of  Toulouse,  the  Bishop 
of  Saint  Papoul,  and  other  distinguished  persons. 
They  went  over  the  ground  with  him,  and  were 
satisfied  of  the  soundness  of  his  plans.    The 
Archbishop  desired  him  to  write  to  Colbert  about 
it.     The  project  was,  moreover,  laid  before  the 
Estates  of  Languedoc,  who  appointed  a  commis- 
sion to  examine  it.    It  was  decided  that  Riquet 
should  make  an  experimental  trench  at  his  own 
expense.    This  would  cost  200,000  livres,  but 
Riquet  was  so  confident  of  success  that  he  under- 
took it.    In  May  166d,  Riquet  came  to  Paris,  and 
obtained  letters  patent,  authorising  him  to  dig 
trenches  to  ascertain  the  fall  of  the  water.    In  two 
months  afterwai'ds  the  work  had  succeeded  beyond 
all  expectation,  and  success  was  certain. 

It  was  now  proved  beyond  a  doubt  that  the 
Canal  could  be  made.  But  where  was  the  money 
to  come  from  ?  It  was  calculated  to  cost  about 
6  million  livres,  and  the  king,  who  spent  more 
than  that  a  year  on  his  palaces,  was  unwilling  to 
advance  the  money.  The  Prince  of  Conti,  Governor 
of  Languedoc,  tried  to  induce  the  Estates  to  assist 
in  it,  but  they  rdfhsed  to  have  anything  to  do  with 
it.  Riquet,  not  disheartened,  proposed  that  the 
king  should  convey  in  fee  simple  to  the  man  who 
would  undertake  it,  the  whole  canal,  and  its 
necessary  works.  The  question  was  long  debated 
at  the  council,  and  Riquefs  proposal  was  finally 
accepted,  by  the  influence  of  Colbert. 
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The  vork  tben  went  on,  and  in  six  years  was 
opened  for  a  considerable  distance  by  the  Arch- 
bishop of  Toulonse,  who  traversed  it  from 
Naurouse  to  Toulouse.  Biqnel  died  in  October 
1680,  six  months  before  his  grand  work  was 
finished,  in  1681.  The  total  length  from  Cette  to 
the  Garonne  was  54  leagues,  which  required  75 
locks.  Louis  XIY.  contributed  7,736,555  liyres, 
the  Estates  of  Languedoc  5,807,831  livres,  and 
Riquet  himself,  1,957,517  livres.  Besides  these, 
were  extra  works,  warehouses,  buildings,  &c., 
which  brought  up  the  total  expense  to  about  17 
millions.  In  1684,  Louis  sent  Vauban,  after  the 
death  of  Colbert,  to  see  if  the  works  wanted 
repairs.  The  great  engineer  stood  long,  absolutely 
amazed  at  the  magnificence  of  the  works,  the 
difficulties  that  had  been  surmounted,  and 
especially  at  the  grand  reservoir,  7,200  feet  long, 
3,000  feet  wide,  and  120  feet  deep. 

Colbert  then  undertook  the  grand  work  of 
codifying  the  laws  of  France,  which  were  in  a 
state  of  the  greatest  confusion,  being  nothing  but 
a  medley  of  conflicting  ordonnanccs  and  local 
customs.  In  spite  of  the  warmest  opposition  from 
interested  parties,  the  work  was  done,  and  the 
ordonnance  of  Civil  Justice  was  published  in 
1667,  and  was  further  amended  in  1669.  A 
medal  was  struck  in  honor  of  its  publication,  and 
it  remained  the  civil  code  of  France  for  130  years, 
and  was,  in  fact,  the  basis  of  the  Code  Napoleon. 
In  1670,  a  criminal  code,  and  in  1673,  a  com- 
mercial code,  completed  the  organization  of  public 
law.  In  1669,  a  code  regulating  the  "  woods  and 
forests,**  which  occupied  the  labors  of  21  com- 
missioners for  8  years,  was  published,  and  remains, 
after  some  modifications  in  1827,  which  have  been 
much  censured,  the  law  in  force  at  the  present 
day. 

Richelieu  had  created  the  navy  of  France. 
Before  him,  Holland,  England,  Spain,  Turkey, 
Genoa,  and  Venice,  had  all  powerful  fleets,  but 
France  had  only  a  few  ill  equipped  vessels.  In 
1600,  France  was  not  strong  enough  to  chastise 
the  pirates  and  coi'sairs  who  rava^d  her  coasts. 
The  town  of  Rochelle  had  seventy  vessels,  while 
Louis  XIII.  was  obliged  to  borrow  some  from 
England,  and  their  crews  refused  to  fight  against 
their  co-religionists. 

In  1626,  Richelieu  was  appointed  Grand 
Admiral  of  France,  and  by  1639,  he  had  created 
a  powerful  navy  of  92  ships  and  vessels.  But 
after  his  death  the  fleet  went  to  ruin.  In  1661, 
the  merchant  navy  of  France  did  not  exceed  200 
vessels.  It  was  said  that  there  were  6,000  French 
sailors  serving  in  foreign  vessels.  The  fleet  did 
not  nominally  exceed  20  or  22  vessels,  most  of 
which  were  rotting  in  harbour,  and  not  more  than 
two  or  three  French  ships  of  war  had  been  seen 
at  sea  since  1 650.  Colbert,  in  1669,  was  appointed 
Minister  of  Marine,  and  immediately  determined 
to  create  a  navy.  All  the  dockyards  and  arsenals 
were  set  in  motion,  and  in  two  years,  in  June 
1671,  France  had  12  ships  of  the  first  rate,  from 
70  to  120  guns  on  three  decks,  amounting  to 
20,800  tons ;  24  second  rates  from  56  to  70  guns, 
of  27,800  tons ;  32  thurd  rates  of  from  40  to  50 
guns,  of  28,950  tons;  24  fourth  rates  from  30  to 
40  guns,  of  17,250  tons;  28  fifth  rates  fh)m  )8  to 
28 guns,  of  13,150  tons;  being  120  ships  of  war 
of  107,950  tons,  besides  21  fire  ships,  and  5S 
frigates  and  smaller  vesselSp  making  a  total  of 


196  ships  and  vessels.  Before  this  time  France 
was  in  the  habit  of  buying^  her  ships  of  war  from 
other  nations.  Colbert  founded  a  Board  of  Con- 
struction, and  hired  Dutch  shipwrights,  who  were 
then  considered  the  most  skiliful  in  the  world,  to 
teach  the  French  their  art. 

It  was  found  that  vessels  were  the  better  the 
quicker  they  were  built.  The  Venetians  built  a 
war  galley  in  24  hours  before  Henry  III.  The 
Dutch  had  offered,  on  three  months*  notice,  to 
furnish  a  ship  a  day,  ready  for  sea.  Colbert 
ordered  that  no  French  vessel  should  be  longer 
than  three  months  building.  The  crews  were 
generally  got  together  chiefly  by  impressment. 
Colbert  organized  a  general  register  of  seamen, 
who  were  placed  under  commissioners.  The  first 
enrolment  in  1670,  numbered  36,000  sailors;  in 
1683,  it  was  77,582.  In  1671,  the  French  navy 
compelled  England  to  abandon  her  pretensions  to 
the  sovereignty  of  the  seas,  by  making  all  foreign* 
vessels  strike  their  topsails.  In  1676,  the  French 
Admiral  Duquesne  gained  a  great  victory  over 
the  Dutch  commanded  by  De  Ruyter  with  a  much 
superior  force. 

Such  were  the  parts  of  Colbert's  administratioa 
which  were  indubitably  glorious,  we  must  now 
unfortunately  turn  to  those  which  were  not 
equally  successful,  and  where  his  genius  for  organ- 
ization and  regulation  did  an  immensity  of  mischief 
to  his  country. 

The  legislation  of  Sully  with  regard  to  agricul- 
ture was  distinguished  by  the  most  enlightened 
sagacity.  Firmly  convinced  that  agriculture  was 
the  true  source  of  the  wealth  of  a  country,  he  did 
everything  to  encourage  it,  while  unfortunately  he 
was  adverse  to  manufactures,  as  he  conceived 
they  carried  money  out  of  the  country.  He  saw 
that  the  true  interests  of  agriculture  demanded  a 
perfectly  free  trade  in  exporting  and  importing, 
and  this  he  maintained.  He  caused  llenry  IV.  to 
repeal  the  prohibition  of  the  gi'ain  trade  with 
Spain,  and  to  reprimand  severely  the  Parliament 
of  Toulouse  for  forbidding  the  export  of  com  from 
Languedoc.  A  magistrate  of  Saumur  was  threat- 
ened with  severe  punishment  for  a  similar  pro- 
ceeding. On  this  occasion  Sully  wrote  to  the  king 
that  if  every  officer  did  the  same,  the  people,  and 
consequently  the  king,  would  soon  be  without 
money  at  all.  In  consequence  of  this  wise  legis- 
lation, a  general  abundance  soon  pervaded  the 
kingdom. 

(Albert  unfortunately  pursued  the  opposite 
course,  with  the  most  disastrous  consequences. 
Not  that  he  was  hostile  to  agriculture,  as  has 
sometimes  been  said,  but  he  carried  his  mania  for 
regulation  into  a  subject  in  which  all  regulation 
was  mischievous,  and  the  only  thing  wanted  was 
absolute  freedom.  In  1662,  and  1663,  there  was 
a  dreadful  famine,  which  added  to  the  misery 
caused  by  the  exactions  of  Fonquet,  reduced  the 
people  to  the  greatest  distress.  These  calamities 
unfortunately  impressed  the  idea  on  Colbert,  that 
the  traffic  in  grain  should  be  forbidden,  a  fatal 
doctrine,  which  it  was  one  of  the  great  glories  of 
the  Physiocrates  to  overthrow.  In  February  1662, 
the  Government  made  immense  purchases  of 
grain  in  Poland,  Holland,  Sicily,  and  Africa,  with 
which  it  supplied  the  province  of  Normandy, 
Rouen,  Paris,  and  all  the  provinces  bordering  on 
the  Loire.  It  also  distributed  from  30  to  40,000 
loaves  of  bread  every  day,  by  this  means  tiie  price 
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of  corn  was  kept  at  846  livres  the  maid,  in  these 
provinces,  while  it  was  at  650  livres  in  the  other 

Provinces.    Multitudes  of  persons  poured  into 
'aris,  while  in  the  provinces  great  numbers  died 
of  starvation. 

Thanks  to  the  efforts  of  the  Physiocrates,  the 
boundless  mischief  of  interfering  in  the  commerce 
of  grain  are  so  well  understood  now,  that  it  would 
only  be  waste  of  time  to  reiterate  their  arguments, 
which  are  now  undisputed  points  of  economic 
science.  Colbert,  however,  was  bitten  with  the 
mania  of  regulation,  and  accordingly,  during  the 
whole  of  his  administration,  the  trade  in  com  was 
afflicted  with  regulations,  which  varied  according 
to  the  supposed  necessities  of  the  State.  The 
decrees  from  1661  to  1669  are  wanting,  but  from 
the  latter  period  to  Colbei-t*s  death  in  1683,  there 
were  29  edicts  published,  regulating  the  trade. 
During  this  period  of  14  years,  exportation 
was  forbidden  during  56  months.  Eiglit  edicts 
allowed  grain  to  be  exported  on  paying  a  duty  of 
22  livres  the  muid ;  five  on  paying  the  half  or 
quarter  of  this  duty ;  and  eight  without  any  duty 
at  all ;  eight  were  absolutely  prohibitive.  The 
permissions  to  export  were  only  for  three  or  six 
months,  and  very  rarely  for  a  year.  Boisguille- 
bert,  Forbonnais,  and  the  Economists  of  the 
eighteenth  century,  have  so  completely  pointed 
out  the  mischief  of  this  system,  that  they  have  left 
nothing  to  be  added.  By  these  mischievous  in- 
terferences agriculture  was  mined  during  Colbert's 
administration,  the  farmers  were  reduced  to  the 
lowest  state  of  misery.  Numerous  reports  were 
addressed  to  Colbert  by  the  intendants  of  the 
provinces,  detailing  the  misery  of  the  cultivators 
of  the  soil.  In  1675,  the  Due  de  Lesdigui^res, 
governor  of  Dauphin^,  wrote  to  Colbert,  that  he 
could  no  longer  delay  informing  him  of  the  misery 
to  which  the  province  was  reduced.  The  greater 
part  of  the  inhabitants  had  lived,  during  the 
winter,  on  bread  made  from  acorns,  and  nut^  and 
that  they  were  then  eating  grass  and  the  sprouts 
of  trees.  In  1681,  Colbert  made  a  report  to  the 
king,  saying  that  all  the  letters  from  the  provinces, 
from  the  intendants,  the  receivers-general,  the 
bishops  and  others,  all  spoke  of  the  intense  misery 
of  the  people.  Yauban's  celebrated  description 
of  the  misery  of  France  cannot  be  quoted  here, 
because  it  refers  to  a  later  period,  but  there  can 
be  little  doubt  but  that  it  was  the  result  of 
Colbert's  system. 

In  1604,  a  Fleming,  named  Girard  Leroi,  who 
had  served  in  the  Dutch  navy,  formed  the  project 
of  a  Company,  which  was  favourably  received  by 
Henry  lY.,  and  received  letters  patent  from  Louis 
XIII.  in  1611,  under  the  title  of  the  Company  of 
the  Indies.  In  1626,  a  new  Company  called  that 
of  St.  Christopher  was  formed,  in  1628,  that  of 
Canada,  or  New  France,  in  1637,  6irard*s  Com- 
pany changed  its  name  to  that  of  Madagascar,  and 
in  1642,  to  that  of  the  East.  In  1660,  the  China 
Company  was  founded,  but  all  these  enterprises 
were  uniformly  unsuccessful.  Colbert,  not  dis- 
heartened with  these  failures,  tried  to  organise  them 
on  a  better  footing.  The  tonnage  duty  on  foreign 
vessels  had  imparted  activity  to  the  French 
dockyards.  The  prodigious  success  of  the  Dutch 
companies  inspired  Colbert  with  the  hopes  of 
rivalling  them,  if  only  the  causes  of  the  former 
£ftilnreB  wisre  removed.    On  the  21st  of  May, 


1664,  an  edict  was  issued,  oDnstitating  a  new 
West  India  Company,  detailing  the  (knits  that 
had  ruined  the  previous  ones.  An  existing  com- 
pany, called  that^d  la  terre  ferme  dAmieriqme^ 
was  reorganized,  and  endowed  with  the  exdasive 
privilege  of  trading  to  the  West  Indies,  Cayenne, 
the  Continent  between  the  Amazon  and  ^e 
Orinoco,  Canada,  Arcadia,  Newfonndland,  the 
islands  and  other  lands  down  to  Florida,  and  all 
Africa  between  Cape  de  Yerd  to  the  Cape  of 
Good  Hope.  The  company  was  endowed  with 
the  most  ample  privileges  and  exemptions.  In 
the  same  year  an  £ast  India  Company  was  formed 
to  rival  the  Dutch.  A  member  of  the  Academie, 
Charpentler,  was  ordered  to  explain  to  the  public 
the  causes  of  the  failure  of  the  preceding  ones, 
and  to  shew  that  foreign  nations  had  failed  at  first. 
The  Dutch  Company  then  realized  from  40  to  60 
per  cent,  per  annum.  Charpender  said  that  six 
millions  would  be  enough  to  equip  14  vessels  of 
800  to  1400  tons,  of  which  the  lung  would  sub- 
scribe for  a  tenth,  and  many  great  landowners 
were  ready  to  take  three  millions  of  stock. 

Royal  letters  to  the  syndics,  mayors,  and 
aldermen  of  the  great  towns,  accompanied  this 
appeal  to  the  public.  To  take  shares  was  the 
best  way  to  win  favour  at  court.  Some  of  the 
financiers,  fined  by  the  Chamber  of  Justice,  were 
allowed  to  commute  their  fines  into  shares.  It 
was  soon  seen  that  the  proposed  capital  was  insuf- 
ficient, and  that  fifteen  millions  were  required  to 
establish  the  Company  on  a  durable  basis.  The 
efforts  to  procure  subscriptions  were  redou- 
bled. The  Chancellor  Seguier,  by  order  of  the 
king,  ordered  the  whole  Chamber  of  Justice  to 
take  shares.  Those  who  were  slow  were  frowned 
upon. 

By  dint  of  these  exertions  the  company  was  at 
length  formed,  with  a  capital  of  fifteen  millions, 
of  which  the  king  subscribed  for  three,  without  In- 
terest. It  was  endowed  with  a  monopoly  of  all  the 
trade  to  the  Indies,  the  Eastern  and  the  Southern 
Seas,  for  fifty  years.  It  was  allowed  to  hold  in 
full  sovereignty  for  ever,  all  the  lands,  towns,  and 
islands  conquered  from  the  enemy  and  the  natives. 
All  salt  was  to  be  furnished  to  the  State  at  cost 
price,  and  it  was  to  receive  a  bounty  of  50  sous  a 
ton  on  all  merchandize  exported  from  France, 
and  half  that  on  imports,  besides  many  other 
privileges. 

All  these  magnificent  powers  were  frustrated 
by  the  misconduct  of  the  Company's  servants. 
Colonists  did  not  come  forward.  The  king  paid 
four  millions;  but  private  persons  fisuled  in  their 
engagements.  Colbert  exerted  himself  to  support 
his  favourite  scheme;  but  public  bodies  were 
greatly  in  arrear.  In  1670,  the  Dutch  Ambas- 
sador told  Colbert  that  the  Dutch  Company  paid 
40  per  cent  This  was  a  cruel  mortification  to 
Colbert,  for  his  own  was  in  extremis. 

The  West  Indian  Company  was  no  better  ofiT. 
Colbert  was  obliged  to  advise  them  to  moderate 
the  activity  of  the  Jesuits.  But  all  his  efforts 
failed.  In  1671,  he  made  an  effort  to  pay  the 
shareholders  6  per  cent.  But  it  was  soon  dear 
that  failure  was  inevitable.  In  ten  years  it  lost 
3,523,000  livres.  On  its  liquidation  the  king 
bought  up  all  its  establishments  for  1,300,000 
livres. 

All  the  Companies  established  by  Colbert  came 
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to  a  Bimilar  disastrons  end.  There  were  besides 
those  mentioned,  the  Companies  of  Senegal,  the 
l^ortb,  the  Levant,  and  the  Pyrenees. 

Colbert,  withoat  actually  intending  to  dis- 
conrage  agrlcalture,  as  has  sometimes  been  errone- 
ously said,  regarded  manufactures  and  commerce 
as  the  true  sources  of  wealth  to  a  country,  because 
they  were  supposed  to  bring  in  gold  and  silver, 
which  were  the  only  weallh  according  to  the 
mercantile  system. 

We  have  now  come  to  that  part  of  Colbert*s 
system  which  is  more  especially  distinguished  by 
the  name  il  CoHertUmo^  and  which  is  more 
familiarly  called  by  the  name  of  Protection  to 
Native  Industry.  The  fundamental  principles  of 
this  svstem  are  to  stimulate  national  industry,  by 
forbiuding  the  import  from  foreign  countries  of 
all  manufactures  which  can  be  produced  at  home, 
and  next,  to  secure  the  monopoly  of  the  home 
market  to  the  native  growers.  The  great  engine 
by  which  these  results  were  to  be  produced,  was 
a  proper  regulation  of  tariife. 

In  1655,  notwithstanding  Anne  of  Austria^s 
aversion  for  the  Protector,  she  had  been  advised 
by  Mazarin  to  conclude  a  treaty  of  Commerce 
with  England,  providing  for  entire  freedom  of 
trade  between  the  two  countries.  But  this  state 
of  matters  did  not  last  very  long.  France  wanted 
to  create  a  commercial  navy,  and  in  1659,  she 
imposed  a  duty  of  fifty  sous  a  ton  on  all  foreign 
vessels.  England  also  wanted  to  strike  a  blow 
at  the  Dutch,  and  she  enacted  her  famous  Navi- 
gation Act,  which  still  further  embittered  the 
relations  between  the  two  countries.  The  great 
blow,  however,  was  struck  by  the  tariff  of  1664 
and  1667,  which  formally  inaugurated  the  disas- 
trous era  of  the  war  of  tariffs,  which  soon 
degenerated  into  a  war  of  blood. 

The  effect  of  these  two  tariffs,  by  which  the 
duties  on  foreign  manufactures  were  in  many  cases 
quintupled,  was  to  prohibit  the  great  majority  of 
English  and  Dutch  goods  from  entering  France. 
The  consequences  were  very  simple.  It  was  a 
game  that  two  could  play  at;  and  though  the 
result  of  modem  investigation  has  shown  that  it 
would  be  much  wiser  for  the  second  party  not  to 
play  at  it,  yet  in  that  age,  when  passion  was 
supreme,  retaliation  was,  of  course,  swift  and 
sure.  The  outcry  in  England  and  Holland  was 
immense,  and  all  representations  being  in  vain, 
England  greatly  raised  her  duties  on  French 
produce,  and  Holland  excluded  it  altogether. 
But  a  very  extraordinary  result  ensued.  The 
duties  laid  on  French  wines  and  brandy  for  the 
purpose  of  destroying  theur  use,  had  only  the 
effect  of  stimulating  it  in  England.  During 
twelve  months  preceding  the  tariff  of  1664,  the 
entry  of  French  wines  into  the  port  of  London 
had  been  6,828  tuns,  and  so  little  brandy,  that  it 
was  not  counted.  After  the  duty  was  laid  on,  the 
entry  in  two  years  was  17,000  tuns  of  wine  and 
3,000  of  brandy.  Between  1672  and  1674,  the 
quantity  of  wine  rose  to  22,500  tuns ;  and  in  a 
short  time  the  export  of  brandy  rose  to  5,000  tuns. 
These  results,  so  contrary  to  what  were  intended 
and  expected,  only  confirmed  Colbert  in  his  policy. 
Holland  was  greatly  more  dependent  on  the  com- 
merce with  France  than  England  was.  The 
commotion  excited  in  that  country  was  therefore 
proportionably  more  severe;  but  Colbert  only 
adhered  the  more  firmly  to  hla  tariff,  because  the 


express  intention  of  it  was  to  ruin  the  commerce 
of  the  Dutch ;  and  the  louder  they  eried,  the 
more  surely  it  proved  that  it  had  that  effect.  We 
need  not  pursue  the  subject  further.  The  war  of 
1672  was  the  direct  consequence  of  these  hostile 
tariffs,  and  at  the  peace  of  Nimeguen,  in  1678, 
Louis  XIV.  consented  to  abrogate  the  tariff  of 
1667,  and  return  to  that  of  1664,  to  the  profound 
chagrin  of  Colbert. 

He  then  applied  himself  to  develop  the  internal 
commerce  of  the  country.  As  it  could  not  floa« 
rish  while  the  great  towns  and  the  communes 
were  overwhelmed  with  debts  contracted  dnriuff 
the  preceding  wars,  commissioners  were  appointed 
to  investigate  the  communal  debts,  which  had 
been  chiefiy  formed  since  1647,  in  consequence 
of  the  poverty  of  the  king*s  exchequer,  by 
Mazarin,  who  seized  all  the  octroi  duties,  and 
allowed  the  magistrates  to  levy  fresh  ones.  The 
communes  preferred  to  raise  the  sum  by  loan, 
and  pay  it  over  at  once,  and  raise  the  interest  by 
taxes,  which  were  in  many  cases  illegal.  In 
1663,  the  king  remitted  half  the  octroi  duties,  and 
annulled  the  leases  by  which  they  were  held  at  a 
low  rate,  to  the  great  relief  of  the  communes* 
Bichelieu  had  endeavoured  to  encourage  maritime 
commerce  by  declaring  that  engaging  m  it  should 
not  derogate  from  nobility.  Coll^rt,  still  further 
to  promote  it,  ennobled  several  merchants,  and 
enacted  that  the  nobles  might  engage  in  any 
species  of  commerce  without  losing  their  rank. 

Colbert*s  system  of  meddling  in  commerce  was 
carried  to  a  length  which  seems  absolutely 
ludicrous.  The  length,  breadth,  and  qualitv  of 
each  article  was  rigorously  prescribed  by  law. 
These  interferences  with  industry  excited  the 
warmest  opposition,  and  manufacturers  and  work- 
men refusea  to  work  under  such  conditions.  The 
more  they  cried  out  the  firmer  Colbert  was  in 
ordering  the  laws  to  be  rigorously  executed.  The 
intendant  of  Tours,  in  order  to  curry  favor  with 
Colbert,  ordered  that  all  the  pieces  of  stuff  which 
did  not  comply  with  the  regulations,  should  be 
exposed  on  a  post  with  the  names  of  the  culprits. 
Colbert  was  delighted  at  the  idea,  and  imme- 
diately issued  an  edict,  that  for  the  first  offence 
all  such  stuffs  should  be  exposed  on  a  post  nine 
feet  high,  with  the  names  of  the  merchant  and 
workman,  for  48  hours,  and  then  cut  up  and 
burnt.  For  the  second  offence,  the  merchant  and 
workman  should  be  publicly  reprimanded  by  the 
guild  to  which  they  belonged,  and  for  the  third 
offence  be  put  in  the  stocks,  with  a  sample  of  the 
confiscated  stuff,  for  two  hours. 

Forbonnais  says  that  the  people  thought  that 
this  strange  edict  was  translated  from  the 
Japanese,  though  such  an  idea  was  probably  a 
libel  upon  that  people.  The  opposition  and  hatred 
to  these  absurd  foUies  lasted  all  his  life,  and  had 
a  great  effect  in  rendering  his  efforts  for  the 
encouragement  of  manufactures  null,  by  frighten- 
ing people  from  working.  Another  specimen  of 
this  extraordinary  legislation  may  be  given.  The 
bye-laws  of  Amiens  ordered  that  if  any  thread 
should  be  found  to  be  damped  for  the  purpose  of 
fraudulently  increasing  its  weight,  it  should  be 
burnt  I  It  would  have  been  more  sensible  to 
have  it  dried  I 

Such  folly  as  this  naturally  excited  the  indig* 
nation  of  men  of  business.  One  day  Colbert 
summoned  the  principal  mercbaata  of  Paris  to 
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confer  about  commerce.  No  one  dared  to  speak. 
*•  Gentlemen,  are  you  dumb  ?  *'  said  he.  **  No,  mr 
Lord,"  said  Hazar  of  Orleans ;  ^'butwe  are  all 
equally  afraid  of  offending  your  greatness,  if  we 
say  a  word  to  displease  yon."  "  Speak  freely,"  said 
the  Minister ;  **  he  who  speaks  most  freely  is  the 
best  servant  to  the  king,  and  the  best  friend  to 
me."  Hazar  replied,  **  My  Lord,  since  you  desire 
it,  and  yon  promise  to  take  in  good  part  what  we 
have  the  honour  to  say  to  you,  I  will  tell  you 
frankly,  that  when  you  became  minister,  yon 
found  the  coach  upset  on  one  side,  and  since  you 
have  been  so,  you  have  raised  it  up,  only  to. 
upset  it  on  the  other."  Colbert,  in  a  rage,  asked 
if  any  one  else  had  anything  to  say,  but  no  one 
dared  say  a  word. 

Colbert  shared  the  error  of  his  times,  and 
indeed  which  prevailed  to  a  very  much  later 
time,  and  it  appears  in  Adam  Smith,  that  it  was 
of  very  sreat  importance  to  stimulate  the  popu- 
lation of  the  country.  Premiums  were  given  for 
numerous  families.  Commoners  were  exempted 
from  tallies  and  public  taxes,  by  edicts  in  1666 
and  1867 :  and  noblemen  who  had  ten  children, 
received  pensions  of  1,000  livres,  and  those  who 
had  twelve,  received  2,000  livres.  Those  who 
married  under  twenty  were  exempted  from  taxes 
for  five  years ;  those  who  married  under  twenty- 
one  were  exempted  for  four  years.  These  inju- 
dicious measures  were,  however,  repealed  in 
1683.  He  tried  sumptuary  laws  too,  but  was 
obliged  to  abandon  them. 

The  venality  of  public  offices  had  been  allowed 
from  a  very  early  period,  and  an  immense  number 
of  famQies  were  interested  in  the  abuse.  St. 
Louis  forbade  the  office  of  judge  to  be  sold,  and 
Louis  le  Hntin  and  Philip  le  Long  farmed  them 
out.  Charles  Y.,  Charles  VII.,  Louis  XI.,  and 
Charles  VIII.,  ordered  that,  on  a  vacancy,  the 
other  officers  of  the  tribunal  should  designate  two 
or  three  of  the  most  able,  among  whom  the  king 
should  choose  the  most  worthy.  Louis  XII.  was 
obliged  to  sell  them,  to  pay  the  debts  contracted 
by  his  predecessors  in  the  Italian  wai's,  intending 
to  refund  the  money  when  possible. 

There  have  not  been  wanting  writers  of  great 
eminence  to  defend  the  venality  of  offices  on  prin- 
ciple. But  Colbert  was  very  much  opposed  to  it, 
and  tried  to  abolish  it.  In  1664,  he  paid  off  the 
holders  of  a  great  number  of  useless  offices,  and 
suppressed  215  secretaryships  to  the  king.  He 
ascei-tained  that  the  number  of  Officers  of  Justice 
and  Finance  in  the  kingdom  was  45,780. 

In  1664,  with  great  sagacity,  he  organized  a 
warehouse  system,  which  was  not  done  in  £ngland 
till  1803.  The  provinces  which  accepted  his 
tariff  were  separated  by  a  double  line  of  custom- 
houses from  those  which  did  not.  In  them  eleven 
great  warehouses  wei*e  erected,  in  which  merchants 
might  store  theur  goods.  In  1670,  all  the  seai)orts 
were  allowed  to  have  the  benefit  of  similar  build- 
ings, where  merchants  might  keep  their  goods  till 
they  sold  them  in  France,  or  exported  them.  To 
encourage  transport,  all  duties  were  taken  off 
goods  passing  from  Flanders  to  Spain. 

In  1671,  England  opened  negotiations  for  a  treaty 
of  commerce,  and  asked,  among  other  things,  to 
stipulate  that  the  tariff  should  be  restored  to  its 
state  in  1664 ;  but  Colbert  replied  that  such  a 
atipalation  was  inadmi88ible»  and  that  the  king 


would  never  give  up  his  right  to  r^gnlate  the 
duties  in  his  own  country  as  he  pleased. 

We  have  seen  the  happy  state  into  which  the 
financial  genius  of  Colbert  hid  brought  the  conntiy 
during  the  eleven  years  from  1661  to  1672.  The 
war  unfortunately  ruined  all.  Fresh  taxes  had 
to  be  laid  on,  and  Colbert  was  obliged  to  resort 
to  the  abominable  practice  of  raising  the  prices  of 
all  the  public  offices,  and  to  create  renteM  to  the 
amount  of  900,000  livres.  To  pay  the  interest  on 
these,  taxes  were  levied  on  all  the  houses  buht 
in  Paris  beyond  the  limits  of  1638,  and  on  stalls 
in  the  public  markets,  as  well  as  other  necessaries 
of  the  poor.  This  created  a  great  fury  against 
Colbert.  Multitudes  of  offices  were  created,  inter- 
fering with  trade  in  every  way.  But  these  means 
were  all  insufficient.  Louvois  was  strongly  in 
favour  of  loans,  and  against  taxes,  because  they 
made  the  war  unpopular.  For  that  veiy  reason 
Colbert  was  in  favour  of  taxes.  In  the  end, 
recourse  was  obliged  to  be  had  to  both,  and  the 
effect  was,  that  the  whole  weight  of  the  odium 
fell  on  Colbert.  Stamp  duties  were  imposed  on 
paper,  which  gave  rise  to  many  alarming  tnmnlts 
and  insurrections  in  different  provinces. 

Up  till  1671,  Colbert's  relations  with  the  king 
seem  to  have  been  friendly,  but  at  that  time  the 
influence  of  Louvois,  who  was  anxious  to  engage 
Louis  in  war,  seems  to  have  predominated ;  and 
in  April,  1671,  some  great  rupture  took  place 
between  the  king  and  Colbert,  the  details  of  which 
we  are  not  exactly  informed,  but  it  appears  that 
Colbert  contradicted  the  king  somewhat  brnsqnely. 
In  1672,  the  king  said  one  day  to  him  that  he 
must  have  sixty  millions  more  to  carry  on  tiie 
war.  Colbert,  in  alarm,  hastily  replied  that  he 
could  not  furnish  such  a  sum.  The  king  told  him 
to  look  to  it,  for  if  he  would  not,  there  were  others 
who  would.  From  this  time  his  manner  visibly 
changed  to  an  air  of  settled  melancholy,  and  he 
was  continually  persecuted  with  false  charges  and 
insults  by  the  war  party,  who  wished  to  drive  1dm 
to  resign. 

In  1680,  he  accompanied  the  king  on  a  journey 
to  the  Low  Countries,  and  was  seized  with  a 
malignant  fever,  of  which  an  English  physician 
cured  him  by  quinine,  which  brought  that  medi- 
cine into  fashion. 

Louvois  paid  great  attention  to  the  expenses  of 
his  department,  examining  the  smallest  accounts. 
Thinking  that  he  had  discovered  that  Colbert  had 
improperly  passed  some  accounts,  he  reported  it 
to  the  king.  When  Colbert  gave  in  his  accounts, 
the  king  was  extremely  rude  to  him,  saying  at 
last  that  there  was  roguery  in  his  accounts.  Col- 
bert replied  that  he  hoped  that  was  not  intended 
to  refer  to  him.  The  king  said,  no ;  but  tiiat  he 
must  pay  more  attention,  and  that  if  he  wanted  to 
know  what  economy  was,  he  should  go  to  Flan- 
ders, and  see  how  little  the  fortifications  of  the 
captured  towns  had  cost.  Colbert  was  thunder- 
struck at  this  insult,  and  immediately  fell  ill. 
The  king  sent  a  gentleman  to  see  him,  and  wrote 
him  a  letter.  Colbert  pretended  to  be  asleep,  and 
refused  to  see  the  messenger  or  read  the  letter, 
saying  that  he  wished  to  hear  no  more  of  the 
kin^.  His  last  words  were,  speaking  of  the  king, 
''  If  I  had  done  for  God  what  I  have  done  for  that 
man,  I  should  have  been  saved  twice  over,  and 
now  I  don't  know  what  will  become  of  me." 

Colbert  djied  on  the  6th  September,  1683,  and 
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such  was  the  hatred  of  the  people  towards  him,  that 
his  body  was  obliged  to  be  carried  ander  a  strong 
escort,  hj  night,  to  be  boried  in  the  Charch  of 
St.  Enstache.  Torrents  of  libels,  satires,  and 
epigrams  upon  his  harshness  and  avarice,  were 
circulated  everywhere.  Such  was  the  gratitude 
of  the  people  to  the  man  who  had  raised  France 
to  be  the  first  power  in  Europe. 

Notice  tur  la  vie  et  Vadminisiration  de  Colbert* 
By  P.  Clement.    Paris,  1853. 

Etudes  sur  Colbert  By  J.  P.  Joublean.  Paris, 
1857. 

Both  these  works  were  crowned  by  the  Aca- 
demy of  Mond  and  Political  Sciences. 

OOLEBBOOEE,  HENBT  THOMAS,  one  of 
the  most  distinguished  Oriental  scholars  that 
England  has  produced,  was  born  in  1765,  the 
third  son  of  Sir  Creorge  Colebrooke,  Bart.,  an 
£ast  India  Director.  In  1782,  he  obtained  a 
writership  in  India,  and  was  placed  in  the  Finan- 
cial Department  at  Calcutta.  He  was  afterwards 
transferred  to  various  country  departments,  and 
was  appointed,  along  with  Mr.  Lambert,  a  mer- 
chant, to  draw  up  a  report  on  the  resources  of 
Bengal.  Mr.  Colebrooke  then  began  to  study 
Sanskrit,  and  translated  several  legal  treatises 
from  that  language  for  Sir  William  Jones.  On 
the  foundation  of  the  College  of  Fort  William,  he 
was  appointed  Professor  of  Sanskrit.  He  was 
afterwards  promoted  to  the  Chief  Judgeship  of 
some  of  the  Indian  Courts,  was  President  of  the 
Board  of  Revenue,  and  a  member  of  the  Supreme 
Council  of  Bengal.  Mr.  Colebrooke*s  publications 
regarding  the  Sanskrit  literature,  which  made  him 
so  famous,  are  of  course  beyond  the  scope  of  our 
present  notice.  He  held,  along  with  his  two 
brothers,  the  patent  place  of  Chirographer  to  the 
Court  of  Common  Pleas.  He  died  on  the  10th  of 
March,  1837,  in  London. 

Remarks  on  the  Agriculture  and  Commerce  of 
Bengal,    1794. 

Remarks  on  the  Husbandry  and  Internal  Com' 
merce  of  Bengal.    1 806. 

On  the  Import  of  Colonial  Com,  London,  1818. 

COLLECTION  des  PRINCIPAXIX  ECONO- 
MISTES. This  is  an  excellent  collection  of  the 
works  of  the  principal  Economists  from  Yauban  to 
Ricardo,  published  by  Messrs.  Guillaumin  &  Co., 
of  Paris.  The  works  of  each  author  are  preceded 
by  a  biographical  notice,  and  accompanied  with 
notes  and  commentaries.  The  collection  com- 
prises 15  volumes,  published  from  1846  to  1848. 

Vol.  I.  Bconomistes  Financiers  du  xviil"  «iec^. 

Vauban ;  Prqjet  d'une  dime  Royale. 

Boisguillebert ;  DitaU  de  la  Prance — Factum 
de  France^  ffc. 

Jean  Law ;  CEuvres  completes. 

Melon ;  JSssai  sur  le  Commerce. 

Dutot;  Riflexions  PoUHques  sur  les  Finances 
et  le  Commerce.   Edited  by  M.  Eugene  Daire.F^ 

Vol.  II.    Physiocrates. 

This  volume,  also  edited  by  M.  Eugene  Daire, 
contains  the  works  of  the  principal  of  those 
writers  who  were  called  the  Economistes^  or 
Physiocrates.  The  works  included  in  it  are  those 
of  Quesnay^  Dupont  de  Nemours^  Mercier  de  la 
Riviere^  PAbbi  BaudeaxL,  and  Le  Trosne.  In  an 
introduction,  M.  Daire  explains  the  nature  of  the 
Phyaiocrate  doctrine. 


Vols.  nL  and  IV.  CEuvres  de  Turgot. 

This  volume  is  edited  by  MM.  Eugene  Daire 
and  H.  Dussard. 

Vols  V.  and  VI.  Recherches  sur  la  nature  et  les 
causes  de  la  Richesse  des  Nations,  par  Adam 
Smith. 

This  translation  of  Adam  Smith  is  by  Gamier, 
and  includes  the  notes  of  the  translator,  McCul- 
loch,  Malthus,  James  Mill,  Ricardo,  Sismondi, 
Storch,  and  J.  B.  Sav.  It  is  edited  by  M. 
Blanqui,  who  has  revised  it,  written  a  biographical 
notice,  and  added  notes  of  his  own. 

Vol.  VII.  Essai  sur  le  principe  de  Population^ 
par  Malthus. 

Translated  by  MM.  P.  and  G.  Prevost,  of 
Greneva,  with  an  Introduction  by  Rossi,  and  a 
biographical  notice  by  Ch.  Comte,  edited  with 
additional  notes  by  M.  Joseph  Garnier. 

Vol.  VIII.  Principes  d'iconomie  politique^  con^ 
sideres  sous  le  rapport  de  leur  application  pratique* 
Containing  also  a  translation  of  Malthus*8  defi- 
nitions in  Political  Economy,  with  some  hitherto 
unpublished  remarks  of  J.  B.  Say. 

Vol.  IX.  Traits  d economic  politique :  ou  simple 
exposition  de  la  maniere  dont  se  firmentj  se  ais^ 
tribuentj  et  se  consomment  les  richesses.  Br 
J.  B.  Say. 

Vol.  X.  and  XI.  Cours  complet  (Tkconxmde 
politique  pratique ;  ouvrage  destinS  a  mettre  sous 
les  yeux  des  hommes  (Titat,  des  pronriitaires^fon^ 
ciers  etdes  capitalistes,  des  savantSj  des  agruntUeurs^ 
des  mttnufacturierSf  des  nSgociants^  etengSnSral  de 
tous  les  citoyens^  Veconomie  des  sociites.  By 
J.  B.  Say. 

Vol.  XII.  (Euvres  diverses  de  J.  B,  Say, 

Vol.  XIII.  (Euvres  compUtes  de  Ricardo. 

Vol.  XIV.  Melanges ;  David  Hums  ;  Essais 
sur  le  commerce,  le  luxe,  Vargent,  les  impdts,  le 
credit  public,  sur  la  bcdance  du  commerce,  la 
jalousie  commercials,  la  population  des  nations 
anciennes — V.  db  Fokbonnais  ;  Principes  icono' 
miques — Condillac  ;  le  commerce  et  le  gouveme- 
meii/^CoNDOBCBT ;  lettre  d*un  laboureur  de  IH' 
cardie  a  M.  N(jecker). — Riflexions  surVesclavage, 
des  negres — Reflexions  sur  la  justice  criminelle-^ 
De  Vinfluence  de  la  rSvolution  d'Amerique  sur 
r Europe — De  Vimpot  progressif, — Lavoisibb; 
De  la  richesse  territoriaie  du  royaume  de  France. 
— Frankj^in  ;  La  science  de  bonhomme  Richard. 

Vol.  XV.  Milanges  j  Necker,  sur  la  legislation 
et  le  commerce  des  grains. — V  Abbh  Gtajliamt; 
Dialogues  sur  le  commerce  des  blis,  avec  la  refu- 
tation de  rAbbS  Morellet,  —  Montton;  Quelle 
influence  ont  des  diverses  especes  d'impotsurla 
moraliti,  V activity  et  Vindustrie  des  peuplesf — 
Bentham;  Difense  de  Vuture. 

COLLIER,  W.  R. 

Remarks  on  the  Protective  System.  Andwer, 
U.  S.,  1832. 

COLLiaNON,  CHARLE8.-A  French  Engi- 
neer,  Chief  of  the  OfiSce  of  Roads  and  Bridges. 

Des  concours  des  cannaux  et  des  ehemins  defer. 
Paris,  1845. 

COLLIN,  JONAS. 

For  Historic  ay  Statistik  iscen  Fadrelandets. 
Ejobenhavn,  1822. 

CALLOT,  VICTOR.    General. 

Memoires  tur  la  riorganisaiiaH  de  la  Colanie  de 
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Saint  Dominique,    Pr6cSdSs  de  quelques  vues  gini- 
rates  nir  un  systeme  de  coloni$ation,    F^is,  1800. 

COLtf  AN9  HBNBT.  Member  of  the  Royal 
Agricaltnral  Society. 

The  Agrictdture  and  Rural  Economy  of  France^ 
Belgium^  Holland^  and  Switzerland^  from  personal 
observation.    London,  1848. 

Four  Reports  on  the  Agriculture  of  Massac 
chusetts.    Boston,  1838-41. 

COLHAN. 

Motion  tree  interessante  sur  la  Finance.    Paris, 

1790. 

OOLHEIBO,  DON  HANUEL.  Professor  of 
Political  Economy  and  Jnrispmdence  at  Madrid, 
was  born  in  1818  at  Santiago,  in  Galicia.  He 
was  educated  at  the  Uniyersity  of  his  native 
town,  and  studied  law  and  political  economy.  He 
tanght  political  economy  for  two  years  there.  In 
1847,  after  a  competition,  he  obtained  his  ap- 
pointment in  the  University  of  Madrid. 

Derecho  administrativo  EspanoL 

Memoria  sohre  el  modo  mas  acertado  de  remediar 
los  males  inherentes  a  la  estrema  subdivision  de  la 
propriedad  territorial  en  C?a/icia.*  Santiago,  1840. 

Tradato  elemental  de  economia  poUtica  eclectica, 
Madrid,  1845. 

He  has  also  translated  the  Political  Economy 
of  Droz. 

COLMONT,  ACHILLE  DE. 

Histoire  des  expositions  desproduUs  de  tindustrie 
Frangaise.    Paris,  1855. 

OOLMONT,  SAINT  JTTLLE  DE.  Bom  in 
1792,  formerly  Secretary-General  of  Finance,  has 
published  many  articles  in  the  Journal  des 
Economistesy  and  together  with  M.  Dumas — 

Rapport  fait  a  la  commission  institute  par 
arrete  du  ministre  des  finances  en  date  de  14 
JuUlety  1838,  pour  iiudier  les  questions  rHatives  a 
la  refonte  des  monnaies  de  cuivre  et  de  billon, 
Paris,  1840. 

COLONISING. 

A  plain  investigation  of  that  subject^  with  a 
l^islaUve^  political^  and  commercial  view  of  our 
Colonies,    London,  1774. 

COLONY.   See  Mbbgaktili  Ststbm. 
COMBE,  CHARLES. 

Index  nummorum  omnium  imperatorum^  AuguS" 
torum  et  CiBsarum  qui  ex  are  magni  moduli  signa- 
bantur.    London,  1773. 

Nummorum  veterumy  populorum  et  urbium  qui  in 
Museo  O,  Hunter^  asservantur  descriptio,  Londinl, 
1782. 

COMBE,  GEOBGE,  bom  October  21,  1788, 
at  Edinburgh,  where  he  became  a  Writer  to  the 
Signet  in  1812.  He  early  became  a  disciple  of 
the  doctrines  of  phrenology  propounded  by  Gall 
and  Spnrzheim,  and  devoted  much  labour  and 
time  in  propagating  their  views,  which  led  him 
into  several  controversies.  During  1838,  1839, 
and  1840,  he  resided  in  the  United  States,  where 
fae  was  led  to  pay  much  attention  to  the  pheno- 


mena of  the  monetary  oonvnlsloDS  which  agitated 
the  Union  in  these  years.  Mr.  Combe  published 
several  works  which  have  become  very  popular, 
but  which  we  cannot  notice  here.  In  1833,  he 
married  a  daughter  of  Mrs  Siddona.  In  1836,  he 
was  a  candidate  for  the  Chair  of  Logic  and  Meta- 
physics in  the  University  of  Edinburgh  which, 
however.  Sir  William  Hamilton  obtained.  The 
title  of  Mr.  Combe  to  be  reckoned  among  Econo- 
mical writers,  is  founded  upon  some  articles  he 
wrote  in  the  Scotsman  newspaper,  during  the 
Currency  crisis  of  1855,  which  were  reprinted  in 
the  Timesy  and  attracted  great  attention,  and  were 
republished  in  a  pamphlet,  which  in  a  very  short 
space  of  time  had  the  extraordinary  fortune  to  get 
through  about  eleven  editions.  Mr.  Combe  died 
in  1859. 

The  Currency  Question ;  considered  in  relation 
to  the  Act  of  the  7  th  and  Sth  Victy  c  32,  commamly 
called  The  Bank  Restriction  Act,    London,  1856. 

Refutation  Refuted;  a  reply  in  answer  to  pam^ 
phlets  put  forth  in  answer  to  the  Currency  Qaeetkm 
coneiaered,    London,  1856. 

OOMBE,  WILLIAM. 

An  Historical  and  Chronological  Deduction  of 
the  Origin  of  Commerce.    London,  1787. 

0OMBE8»  ANAOHABSIS  and  HIPPO- 
LTTE. 

Les  paysans  franqais  consider  Is  sous  le  rapport 
historique,  economiquCf  agricole^  medical  et  admi- 
nistratif.    Paris,  1853. 

Lapropriite  intellectuelle  au  point  de  vue  de  la 
morale  etduprogris,    Paris,  1857. 


I)  i/Jji; 


rCE.  See  Economy,  Pouticai.. 


COMMON  SENSE. 

The  cause  of  the  present  threatened  famine 
traced  to  its  real  source ;  viz.,  an  actual  depreciation 
of  our  circulating  medium^  occasioned  by  the  paper 
currency,    London,  1800. 

COMMUNISM,   See  Sociausm. 

COMPANIES,  in  Joint-Stock  unnecessary  and 
inconvenient  Free  Trade  to  India  in  a  regulated 
Company,    London,  1691. 

COMPANT.    See  Pabtnbrshif. 

COMPENBIUMi  A^  of  the  Laws  for  re- 
lating the  importationj  exportation^  and  consumption 
of  foreign  com  from  the  year  1660,  and  a  sertes  of 
accounts  from  the  date  of  the  earliest  official 
records^  shewing  the  operation  of  the  several  statutes 
and  the  average  price  of  com.    London,  1826. 

COMPETITION,   See  Sociausm. 
COMSTOCK  JOHN  L. 

A  History  of  the  Precious  Metals  from  the  ear^ 
liest  periods  to  the  present  iime^  with  directions  for 
testing  their  purity.    Hartford,  U.  S.,  1 849. 

COMTE,  AUOTSTE,  who  has  published  a 
system  which  he  calls  the  ''  Positive  Philosophy,*' 
was  bcnm  at  Montpellier,  the  12th  January,  1795. 
His  family,  he  tells  ns,  were  extrem^  cathojic 
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and  royalist,  and  placed  him  at  one  of  Napoleon*s 
Lyceums,  where  great  efforts  were  made  to  restore 
the  ancient  theoiogico-metaphysical  system.  He 
wafl  scarcely  fourteen  when  he  revolted  against 
the  system,  and  resolved  to  commence  a  universal 
regeneration,  both  political  and  philosophical. 
He  entered  the  Ecole  Polytechnique  in  1814,  and 
the  mathematical  studies  of  the  place  strongly 
confirmed  this  tendency;  and  he  made  up  his 
mind  that  the  same  spirit  of  philosophizing  must 
be  applied  to  vital  and  social  questions  as  was 
already  applied  to  inorganic  substances,  and  that 
the  eaucation  which  stopped  at  the  latter  was 
imperfect.  The  whole  system  of  this  philosophy 
he  called  the  Encyclopaedic  Hierarchy. 

At  this  period  St.  Simon  was  in  the  height  of 
his  fame,  and  attracted  most  of  the  ardent  young 
speculators  of  France.  Comte  was  the  youngest, 
and  not  the  least  distinguished  of  the  number. 
In  1820,  he  published  his  views  in  the  Organisa- 
tew.  He  afterwards  separated  from  St.  Simon, 
and  in  the  preface  to  the  6th  volume  of  his  Cmtrs 
de  Philosophie  Positive^  speaks  of  him  in  very 
disparaging  terms,  saying  that  he  was  very  inge- 
nious, but  very  superficial — ^more  active  than 
speculative — ^not  philosophical  by  nature,  and  only 
actuated  by  an  immense  personal  ambition.  Comte 
speaks  of  him  as  having  exercised  a  very  delete- 
rious influence  over  him  and  his  philosophical 
studies. 

In  1826,  he  was  seized  with  an  attack  of  mental 
aberration,  brought  on  by  overwork  and  anxiety. 
He  was  sent  for  cure  to  the  private  asylum  of 
Esquirol,  who  was  a  famous  mad-doctor,  and 
through  his  treatment,  Comte's  insanity  had 
nearly  proved  permanent.  After  the  doctor  had 
pronounced  it  incurable,  the  strength  of  his 
constitution,  soothed  by  domestic  affection,  threw 
it  off,  and  in  the  following  year  he  was  quite 
recovered.  He  then  worked  at  his  philosophical 
speculations,  and,  in  1830,  the  first  volume  of  his 
Coura  d$  Philosophie  Positive  was  published. 

Comte  not  having  any  private  fortune,  was 
obliged  to  do  something  for  his  living,  and  in  1816 
began  to  give  lessons  in  mathematics,  and  this 
was  his  sole  means  of  subsistence  during  his  life. 
In  1832,  he  was  appointed,  in  the  lowest  position, 
to  a  professorship  at  the  Ecole  Polytechnique^ 
where,  according  to  his  own  account,  the  success 
of  his  teaching  and  his  reputation  as  a  philoso- 
pher, excited  the  jealousy  of  his  colleagues.  In 
1838,  he  was  appointed  to  occupy,  dd  interim^  the 
principal  mathematical  chair.  In  1840,  this  chair 
was  vacant,  and  Comte  naturally  expected  to  be 
appointed  to  it,  but  owing  to  the  influence  of 
^ago,  Sturm,  the  inventor  of  the  famous  theorem, 
got  it.  This  excited  Comte*s  enmity  against 
Arago,  and  he  seems  to  have  got  on  badly  with 
his  colleagues;  and  in  1852,  his  refusal  to  take 
the  oaths  to  Napoleon  III.,  deprived  him  of  his 
place,  and  at  57  he  was  turned  adrift  on  the 
world,  and  lived  in  great  penury,  supported  by 
the  contributions  of  his  admirers  and  friends  in 
England  and  France.  He  died  in  Paris  in  Sep- 
tember, 1857. 

Comte  denominates  his  PhUosophy  "Positive,** 
because  he  says  that  every  science  has  passed 
through  three  stages  of  opinion ;  1st,  the  theo- 
logical ;  2ndly,  the  metaphysical ;  drdly,  the 
positive.  The  first,  when  men  in  their  ignorance 
and  incapacity,  to  account  for  phenomena,  referred 


them  on  all  occasions  to  the  direct  interposition 
of  the  Deity.  The  next  stage  was,  when  having 
abandoned  this,  they  tried  to  speculate  on  the 
causes  of  phenomena,  and  attributed  them  to 
certain  mysterious  agencies.  Comte  maintains 
that  this  is  beyond  the  reach  of  human  faculties, 
and  that  all  they  can  do  is  to  discover  the  laws  of 
the  phenomena.  As  an  example  of  the  meta- 
physical state  of  a  science,  he  instances  the  two 
prevalent  theories  of  light — the  emission  and  the 
wave  theory.  Both  of  these  he  condemns  as 
unphilosophical,  and  considers  the  researches  into 
the  laws  of  heat  as  the  true  model  of  scientific 
investigation.  This  system  of  inquiring  only  into 
the  laws  of  phenomena,  he  denominates  the  Posi- 
tive System,  to  which  all  philosophy  will,  as  he 
asserts,  finally  confine  itself. 

Now,  with  respect  to  what  he  says  about  the 
theological  phase  of  opinion,  there  is  much  truth. 
But  Bacon  said  the  same  very  long  before.  He 
tells  us  that  Providence  acts  through  secondary 
laws,  and  these  are  the  only  ones  which  the  philo- 
sopher has  to  investigate.  So  Pope  said  long  ago, 
that 

"  The  Universal  Cause 
Acts  not  by  partial,  but  by  general  laws.** 

So  that  this  part  of  Comte*s  doctrine  was  not  very 
novel.  In  the  next  place,  men  of  science,  long 
before  Comte's  day,  were  perfectly  agreed  that  the 
true  method  of  procedure  in  every  science  is  to 
begin  by  ascertaining  the  laws  of  the  phenomena. 
Newton  laid  this  down  in  his  Optics^  and  the  rule 
was  perfectly  well  understood  and  acted  on  by  aAl 
physicists  long  before  Comte.  But  with  respect 
to  Comte*s  next  doctrine,  that  philosophers  must 
stop  there,  and  never  seek  to  investigate  the  causes 
of  these  laws,  that  is  a  limitation  of  the  powers  of 
the  human  mind  that  no  physicist  will  ever  sub- 
mit to.  In  fact,  as  soon  as  laws  are  ascertained, 
they  become  phenomena^  and  by  collecting  a  vast 
body  of  these  laws  together,  the  human  mind 
naturally  and  in*esistibly  endeavours  to  discover, 
by  the  same  method  of  philosophy,  if  these  pheno- 
mena are  not  subject  to  the  same  general  laws,  as 
well  as  the  first  order  of  phenomena.  They  will 
certainly  try  to  discover  if  there  are  not  certain 
laws  of  laws.  When  we  once  seek  for  laws  at  all, 
it  is  not  more  metaphysical  to  seek  for  the  law  of 
a  law,  than  for  the  law  of  a  phenomenon.  In  fact, 
Comte*s  system  would  go  to  forbid  us  to  inquire 
into  the  reason  of  anything  at  aJl — a  restraint  to 
which  the  human  mind  will  never  submit. 

Comte*s  great  doctrine  is,  that  there  is  a  certain 
progressive  order  in  science,  and  that  the  social 
science  must  be  investigated  by  methods  strictly 
analogous  to  those  pursu^  in  physical  science,  and 
that  the  study  of  the  latter  must  precede  the 
former. 

Some  of  his  admirers  seem  to  think  that  this  is  a 
totally  novel  idea  on  the  part  of  Comte.  Thus, 
Mr.  G.  H.  Lewes,  in  his  work  on  Comte*s  Philo- 
sophy, published  in  Bohn*s  series,  p.  10,  says : — 
'*  Let  me  now  call  attention  to  Oomte*s  initial 
conceptions ;  and  first,  to  the  luminous  conception 
of  all  the  sciences — physical  and  social  —  as 
branches  of  one  science,  to  be  investigated  on  one 
and  the  same  method. 

'*  To  say  that  science  is  one,  and  that  the  method 
should  be  one,  may,  to  the  hasty  reader,  seem 
more  like  a  truism  than  a  discovery,  but  on 
inquiry  he  will  find  that  before  Comte— -although 
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a  general  idea  of  the  connection  of  the  physical 
sciences  was  prevalent — yet,  to  judoje  from  Mrs. 
Somerville's  work,  or  Herscheirs  Discourse^  it 
was  neither  very  precise  or  very  profoand.  No 
one  had  thought  of  a  social  scieTice^  issuing  from 
the  physical  sciences,  and  investigated  on  the  same 
method.  In  fact,  to  talk  of  moral  questions  being 
reduced  to  a  positive  science,  would  even  now 
be  generally  regarded  as  absurd !  I " 

After  reading  this  astounding  statement,  we 
can  only  ask.  Did  Mr.  Lewes  ever  read  Bacon  P 
Why,  the  very  purpose  of  the  Novum  Organum 
is,  to  inculcate  that  physical  science  is  the  basis  of 
moral  science ;  aod  throughout  all  Bacon*s  other 
works,  his  constant  assertion  is,  that  there  is  a 
Continuity  of  the  sciences  ;  and  his  complaint  is, 
that  they  are  all  barren  and  useless,  because  they 
are  torn  away  from  Natural  Philosophy,  their 
nursing  mother.  For  proof  of  this,  we  have  only 
to  refer  to  the  articles  Axioms  and  Definitions, 
and  Continuity,  Law  of,  in  this  Dictionary, 
when  it  will  at  once  be  seen  how  preposterous  a 
notion  it  is  that  Comte  was  the  originator  of  this 
idea,  and  many  illustrious  men  had  preached  the 
same  doctrine  since  Bacon*s  day,  but,  unfortu- 
nately, they  did  little  more  than  preach  it. 

Dismissing  then  this  untenable  claim  set  up 
for  Comte,  we  now  come  to  his  own  work,  in 
which  there  is  much  to  be  approved  of. 

Comte*s  fundamental  doctrine  as  expressed 
above,  which  is  in  entire  accordance  with  Bacon*s 
great  doctrine  of  the  Continuity  of  the  Scienc^ 
is  that  there  is  a  certain  due  and  proper  order  in 
which  only  the  sciences  can  be  properly  under- 
stood. First  of  all,  as  the  basis  or  all  human 
knowledge.  Mathematics.  Then  the  Inorganic 
sciences.  Astronomy,  Phj^sics,  and  Chemistry. 
And  next  the  organic  sciences,  Physiology,  the 
'  study  of  the  individual,  and  last  of  all  Social 
Science,  or  the  individuals  in  Society,  which  he 
calls  also  Social  Physics.  Comte  strongly  urges 
the  necessity  of  studying  the  Anterior  sciences  in 
due  and  proper  order,  and  that  each  one  should 
be  understood  before  proceeding  to  the  next ;  and 
especially,  those  who  study  Social  Physics  should 
be  well  acquainted  with  Astronomy,  Physics, 
Chemistry,  and  Physiology,  before  they  attempt 
it. 

To  this  doctrine  we  give  our  entire  assent,  so 
far  as  regards  the  Science  with  which  this  work 
is  concerned — Political  Economy.  Comte  says 
that  the  errors  of  many  Chemists  are  owing  to 
their  want  of  acquaintance  with  Mathematics. 
We  say  that  most  of  the  fundamental  defects  of 
our  Economists  are  owing  to  their  palpable  want 
of  acquaintance  with  Physical  Science. 

Among  several  excellent  parts  of  his  intro- 
ductory chapter,  we  may  observe  that  he  properly 
calls  attention  to  the  difference  between  precision 
and  certainty  in  science;  whence  he  says  a  dan- 
gerous prejudice  has  sprung  up,  that  because  the 
precision  of  different  sciences  is  very  unequal, 
that  therefore  their  certainty  is  so  too.  This 
tends  much  to  discourage  the  study  of  the  most 
difficult.  Precision  and  certainty  are  perfectly 
distinct.  An  absurd  proposition  may  be  veiy 
precise,  as  for  instance,  that  the  angles  of  a  tri- 
angle are  equal  to  three  right  angles.  On  the 
other  hand  a  certain  proposition  may  not  be 
precise^  as  that  a  man  will  die.    Hence,  although 


the  different  sciences  may  vary  In  precisioo,  that 
does  not  affect  their  certainty. 

This  observation  applies  very  forcibly  to 
Political  Economy.  Many  persons  are  apt  to 
despise  it,  and  think  that  there  is  nothing  in  it, 
because  it  does  not  bring  out  its  results  with  the 
same  numerical  precision  as  those  of  Mathematica. 
That,  however,  is  a  very  grievous  mistake.  The 
laws  of  Political  Economy  are  quite  as  certatM  as 
those  of  Physical  Science,  though  it  may  not  be 
possible  to  reduce  them  into  formula  of  the  same 
numerical  precisian* 

Comte  says  that  there  is  no  hope  of  a  really 
rational  education  until  the  plan  laid  out  by  him 
is  pursued  systematically  in  instructing  yonth. 
To  this  we  to  a  great  extent  agree. 

It  is  somewhat  surprising,  however,  that  when 
Comte  comes  to  Political  Economy,  which  on« 
would  think  is  specially  adapted  to  shew  the 
truth  of  his  method,  he  speaks  of  it  with  the 
greatest  contempt,  and  does  not  admit  it  to  be  a 
science  at  all.  Except  Adam  Smith,  whom  he 
lauds  for  not  making  it  a  science,  he  treats  the 
Economists  with  unbounded  disdain. 

Now,  we  adopt  Bacon  and  Comte*s  doctrine  to 
the  full.  Physical  science  is  the  true  basis  of 
moral  science.  Political  Economy  is,  to  all  intents 
and  pui^poses,  a  physical  science.  We  have 
endeavoured  to  show  that  mathematical  ideas  are 
capable  of  being  applied  to  it,  to  an  extent  that 
has  never  yet  been  thought  of. 

Thus,  we  have  shewn  that  the  theory  of  Credit 
can  only  be  explained  by  the  great  modem  alge- 
braical doctrine  of  the  separation  of  the  signs  of 
position  and  operation. — (Credit.) 

It  is  this  great  principle  of  the  continuity  of 
science  that  can  alone  raise  Political  Economy  to 
rank  with  the  physical  sciences. 

Comte*s  works  relating  to  our  subject,  are— 
Cours  de  PhUosophie  Positive.    Paris,  1830-42. 

This  work  has  been  admirably  condensed  by 
Miss  Harriet  Martineau,  m  two  volumes. 

Discours  sur  F esprit  positif    Paris,  1844. 

Discours  sur  F ensemble  de  positivisms,  Paris, 
1846. 

Systhne  de  politique  positive^  ou  trmtS  de  «oct- 
ologie^  instiiuant  la  riligion  de  rkumanitL  Paris, 
1851-3. 

COMTE,   FRASgOIS  CEABLES  LOUIS, 

a  very  eminent  French  publicist,  was  bom  on  the 
25th  August,  1782,  at  St.  Eminie,  a  viUage  in  the 
department  of  Lez^re.  He  became  a  member  of 
the  Paris  bar.  He  had  voted  against  the  Empire 
being  conferred  on  Napoleon.  £a  1814,  he  pub- 
lished Le  Censeur,  to  resist  the  reactionary  de- 
signs of  the  Bourbons.  He  was  shortly  after* 
wards  joined  by  M.  Charles  Dunoyer,  and  these 
two  writers  maintained  constitutional  doctrines 
against  absolutism  for  six  years.  When  Napoleon 
landed  at  Cannes,  M.  Comte  published  a  pamphlet 
shewing  that  constitutional  government  was  im- 
possible under  a  military  chief,  and  especially 
under  Napoleon.  The  editors  of  the  Censeur 
were,  nevertheless,  accused  by  a  royalistjpaper,  of 
being  in  a  conspuracy  to  bring  back  the  Emperor. 
They  brought  an  action  for  libel  against  the 
paper.  The  case  was  set  down  for  the  19th  of 
March,  when  Napoleon  was  aLready  at  Fontaine- 
bleau.  The  judges  were  placed  in  rather  a  deli- 
cate position,  between  the  existing  and  the  pauh 
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poMtfiiturum  governmetits.  The  defendant  -vrished 
the  case  postponed;  bat  to  this  the  plaintiffs 
demnrred,  and  when  the  case  came  on,  the 
Emperor  was  actually  on  the  throne.  They 
insisted  on  the  case  going  on,  notwithstanding  its 
now  being  without  an  object.  We  are  not  told 
how  judgment  went.  The  Cen$ewr  was  seized  by 
the  Imperial  Crovemment,  and  fared  no  better 
under  the  second  restoration,  so  that  its  publica- 
tion was  suspended  during  two  years.  In  the 
mean  time  the  editors  applied  themselves  to  Poli- 
tical Economy.  M.  Comte  took  lessons  from 
J.  B.  Say,  and  married  his  daughter. 

This  study  had  much  Influence  on  the  future 
▼lews  of  the  Cnueter,  which,  on  its  reappearance, 
took  the  name  of  the  Cettsew  EuropSen.  It 
became  an  ardent  advocate  of  economical  reform 
and  free  trade.  But  they  had  the  misfortune  to 
come  into  collision  with  the  Censorship,  and  were 
sentenced  to  a  flue  of  2,000  francs,  and  two 
months  imprisonment.  M.  Corate  considering 
the  sentence  illegal,  took  refrige  in  Switzerland, 
and,  in  1820,  i^  Chair  of  Jurisprudence  was 
offered  him  at  Lausanne^  which  he  filled  with 
great  success  till  1823.  The  French  Government 
then  demanded  his  expulsion,  but  the  Canton  de 
Yaud  stoutly  resisted  such  an  order.  M.  Comte, 
howevei*,  not  to  be  a  cause  of  embarrassment  to 
the  hospitable  government,  retired  of  his  own 
accord  to  England,  where  he  became  an  intimate 
friend  of  Bentham. 

When  the  term  which  satisfied  the  sentence 
had  expired,  he  returned  to  France,  and  published 
bis  TraUS  de  Ligislatioti,  to  which  the  Academy 
awarded  the  great  Montyon  prize  in  1828. 

This  work  became  a  vei*y  favourite  one  with 
Frederick  Bastiat. 

After  the  Revolution  of  July,  M.  Comte  was 
elected  to  the  Chamber  of  Deputies  by  the  de- 
partment of  the  Sarthe,  and  was  appointed  King*8 
Advocate  in  the  Court  of  the  Seine.  When  the 
Academy  of  Moral  and  Political  Sciences  was 
restored,  he  was  appointed  a  member,  and  shortly 
after.  Perpetual  Secretary.  In  1834,  he  published 
his  Treatise  on  Property,  which  obtained  a  very 
high  reputation.  In  his  capacity  of  Perpetual 
Secretary,  he  pronounced  the  Eloges  of  Garat 
and  Malthus.    He  died  ISth  April,  1837. 

Le  Censevar^  on  examen  des  actes  et  des  ouvrages 
qui  tendent  a  dStruire  ou  a  consolider  la  coTisHtimon 
de  rUtat.    Paris,  1814-15. 

Le  Censeur  EuropeeUy  ou  examen  de  diverses 
questions  de  droit  puplic  et  de  divers  outrages  UUS" 
raires  et  scientifimies^  considerSs  speciaUment  avec 
les  progres  de  la  civilisation.  Par  MM.  Comte 
et  Dunoyer.    Paris,  1817—1819. 

This  contains  a  considerable  number  of  papers 
on  economical  subjects. 

Des  garanOes  offertes  aux  capitaux  et  aux  aubres 
genres  de  proprieti  par  les  procSdSs  de  Chambres 
Legislatives,  dans  les  entreprises  indusirielleSy  et 
particulierement  dans  la  formation  des  canaux,  et  de 
FtTiftuence  qui  peut  avoir  un  canal  du  Havre  a  Parisn 
sur  la  prosp6nU  des  viUes  commerciales  de  France. 

Traits  de  legislation,  ou  exposition  des  lois  ^SnS' 
rales  suivant  lesquelles  les  peuples  prosperent^ 
depirissenty  ou  restent  staiionnavres.    Paris,  1827. 

Traits  de  la  PropriSte.    Paris,  1834. 

OONBBEUX,  aniLLAXIHE. 

Dicami6ron  Numismaiique,     1844. 

FAST  VI.      VOL.  I. 


Description  compute  et  raisonnSe  des  monnaies 
de  la  deuxieme  race  royale  de  France.  Paris, 
1837. 

Catalogue  raisonnSe  des  monnaies  nationales  de 
France.    Pai'is,  1839-41. 

CONCINA,  OIACOMO  de. 

Sid  commercuf  dei  Bomani  in  Aquileia.  Alvi- 
sopoli,  1810. 

CONDEB,  JAHE8. 

An  arrangement  of  provincial  coins,  tokens,  and 
medals  issued  in  Great  Britain,  Ireland,  and  the 
Colonies,  within  the  last  30  years.  Ipswich, 
1798-99. 

CONDILLAO,  ETIENNE  BONNOT  DE, 
Abb^  de  Muraux,  who.  La  Harpe  says,  was  the 
founder  of  sound  Metaphysics  in  France,  was 
born  at  Grenoble,  the  13th  September,  1714.  He 
was  the  younger  brother  of  the  Abbe  de  Mably. 
There  are  few  persons  who  attained  such  emi- 
nence, whose  lives  were  so  utterly  devoid  of 
events.  His  biographers  tell  us  nothing  deserving 
the  name  of  an  incident  about  him,  except  that 
having  won  a  great  reputation  by  his  first  pub- 
lications, he  was  appointed  preceptor  to  the  Prince 
of  Parma,  Louis  XV.'s  grandson,  for  whom  he 
wrote  most  of  his  subsequent  works.  In  1768, 
he  was  appointed  a  member  of  the  French  Aca- 
demy in  the  room  of  the  Abb(6  TOlivet,  and  after 
having  delivered  the  usual  preliminary  discourse, 
he  never  entered  it  again.  In  1777,  he  was 
requested  to  write  an  elementary  work  on  Logic, 
for  the  schools  in  Poland,  and  he  died  3rd  Aufipist, 
1780,  at  his  place  of  Flux,  near  Bangenci,  where 
he  lived  in  retirement  all  his  life.  It  would  be 
obviously  out  of  place  here  to  give  any  account  of 
Condillac*s  metaphysical  system,  which  attained 
great  popularity  in  his  day.  He  professed  to  be 
a  follower  chiefly  of  Locke,  though  he  carried 
Lookers  views  to  an  extreme ;  so  that  his  school 
is  called  by  the  name  of  the  Ultra-sensational, 
because  he  refers  the  acquisition  of  all  knowledge 
exclusively  to  the  senses.  There  is  one  part,  how- 
ever,  of  Locke's  and  Condillac's  philosophy  which 
we  must  mention,  as  it  is  very  pertinent  to  our 
present  subject. 

Bacon  dwelt  with  great  earnestness,  in  his 
Novitm  Organum,  and  elsewhere,  on  the  ex- 
treme importance  of  forming  true  conceptions — 
noHones.  Locke  devotes  a  whole  Book,  the  III., 
to  the  discussion  of  words,  or  language,  its  use 
and  abuse.  He  speaks  with  great  severity  of  the 
confusion  of  language  so  prevalent  in  contro- 
versies. He  says,  (B.  Ill,  c.  x,  §  5,)—"  It  is  hard 
to  flnd  a  discourse  written  upon  any  subject, 
especially  of  controversy,  wherein  one  shall  not 
observe,  if  he  read  with  attention,  the  same  words 
(and  those  commonly  the  most  material  in  the 
aiscourse,  and  upon  which  the  arguments  turn), 
used  sometimes  for  one  collection  of  simple  ideas, 
and  sometimes  for  another,  which  is  a  perfect 
abuse  of  language.  Words  being  intended  for 
signs  of  my  ideas,  to  make  them  known  to  others, 
not  by  any  natural  signiflcation,  but  by  a  volun- 
tary imposition,  it  is  plain  cheat  and  abuse  when 
I  make  them  stand,  sometimes  for  one  thing,  and 
sometimes  for  another,  the  wilful  doing  whereof 
can  be  imputed  to  nothing  but  great  folly,  or 
greater  dishonesty."    In  §  22,  he  says,—"  Know- 
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le<lge  and  reasoning  require  precise  and  determi- 
nate ideas.  *  *  Tbis  abuse  of  taking  words 
upon  trust,  has  nowhere  spread  so  far,  nor  with 
so  ill  effects,  as  amongst  men  of  letters.  The 
multiplication  and  obstinacy  of  disputes  which 
have  so  laid  waste  the  intellectual  world,  are 
owing  to  nothing  more  than  this  ill  use  of  words. 
For  though  it  be  generally  believed  that  there  is 
great  diversity  of  opinions  in  the  volumes^  and 
varieties  of  controversies,  the  world  is  distracted 
with,  yet  the  most  I  can  find  that  the  contending 
learned  men  of  different  parties  do,  in  their  argu- 
ings  one  with  another,  is  that  they  speak  different 
languages." 

In  chapter  11.  of  the  same  book,  Locke  says 
that  morality,  or  the  moral  sciences,  are  as 
capable  of  exact  demonstration  as  mathematics,  if 
the  language  were  reduced  to  the  same  degree  of 
exactness,  which  is  perfectly  capable  of  being 
done — "  And  it  must  be  great  want  of  ingenuity 

ito  say  no  worse  of  it)  to  refuse  to  do  it,  since  a 
efinition  is  the  only  way  whereby  the  precise 
meaning  of  moral  words  can  be  known ;  and  yet 
a  way  whereby  their  meaning  may  be  known 
certainly,  and  without  leaving  any  room  for  any 
contest  about  it.  And,  therefore,  the  negligence 
or  perverseness  of  mankind  cannot  be  excused  if 
their  discourses  in  morality  be  not  much  more 
clear  than  those  in  natural  philosophy.'*  §  26.  *'  If 
men  will  not  be  at  the  pains  to  declare  the  mean- 
ing of  their  words,  and  definitions  of  their  terms 
are  not  to  be  had,  yet  this  is  the  least  that  can  be 
expected,  that  in  all  discourses  wherein  one  man 
pretends  to  instruct  or  convince  another,  he  should 
use  the  same  word  constantly  in  the  same  sense ; 
if  this  were  done  (which  nobody  can  refuse  with- 
out great  disingenuity)  many  of  the  books  extant 
might  be  spared,  many  of  the  controversies  in 
dispute  would  be  at  an  end,  several  of  those  great 
volumes  swollen  with  ambiguous  words,  now  used 
in  one  sense,  and  by-and-bye  in  another,  would 
shrink  into  a  very  narrow  compass.*' 

This  part  of  Locke*s  philosophy,  Condillac  has 
adopted  to  the  full,  and  Dr.  Whewell  says,  CPhil 
of  Due.  ch.  XIX.  §  6.)  that  the  doctrine  of  the 
importance  of  terms  is  the  most  considerable 
addition  to  the  Philosophy  of  Science,  which  has 
been  naade  since  the  time  of  Bacon.  Condillac 
maintains  throughout  his  system  that  every  science 
attains  perfection  just  in  proportion  as  its  language 
is  exact.  Algebra  is  the  great  model  of  all  science, 
and  it  was  so,  only  because  its  language  is  the 
most  perfect.  And  every  science  is  capable  of 
being  brought  to  the  same  degree  of  exactness  as 
Algebra,  by  bringing  its  language  to  the  same 
degree  of  perfection. 

Condillac  is  charged  by  later  writers  with 
having  pushed  this  doctrine  somewhat  too  far, 
which  is  probably  true.  But  there  is  no  doubt 
whatever  but  the  censures  of  Locke,  and  the 
doctrine  of  Condillac  are  strikingly  applicable  to 
Political  Economy.  Nineteen  twentieths  of  the 
controversies  in  this  science  are  due  to  the  con- 
tempt and  neglect  of  accurate  language  by  Econ- 
omists. And  the  only  way  to  raise  Political 
Economy  to  the  rank  of  an  exact  science,  is  to 
bestow  as  much  care  in  refining  and  polishing  its 
language  as  is  done  with  physical  science. 

Condillac  published  a  work  in  1776,  the  same 
year  as  the  Wealth  of  Nations^  which  gives  him  a 
position  among  Economists.     In  fact,  he  may 


?robably  be  considered  as  the  fonuder  of  the 
'hird  School  of  Economists,  for  he  expressly 
treats  Economic  Science  as  the  science  of  Com- 
merce, or  Exchanges,  which  is  the  conception  to 
which  the  general  opinion  of  Economists  is  now- 
gravitating.  Although  Condillac  has  by  no  means 
exhausted  the  subject,  and  may  have  expressed 
some  inaccurate  views,  we  have  no  hesitation  in 
placing  it  as  the  foundation  of  true  Political 
Economy ;  and  nothing  can  be  more  striking  than 
the  lucid  clearness  and  consistency  of  his  yiews, 
contrasted  with  the  astounding  self-contradictions 
and  obscurities  of  later  writers.  His  work,  of 
which  we  shall  give  an  analysis,  is  called — 

Le  Commerce  et  le  Cfouvernemeui,  eonnderis 
relativement  Ttm  a  VoMtre.    Paris,  1776. 

We  have  shewn  (PasLiiairABT  DncoirxsK) 
that  there  are  three  schools  of  EconomistB,  the 
third  of  which  has  for  its  fundamental  doctrines, 
that  the  true  conception  of  Economic  Science  is, 
that  it  is  the  Science  of  Exchanges,  or  the  Philo- 
sophy of  Commerce,  and  that  value  is  not  any 
quality,  or  anything  inherent  in  an  object,  bat  is 
the  exchangeable  relation  existing  between  any 
two  quantities ;  and  that  it  takes  its  rise  exclu- 
sively in  the  human  mind,  or,  as  it  may  otherwise 
be  expressed,  in  Dbmard,  as  Aristotle  said  two 
thousand  years  ago. 

The  general  opinion  of  European  Economists  is 
now  gravitating  to  this  view  of  the  science, 
and  as  far  as  we  are  at  present  aware,  Condillac 
is  entitled  to  be  considered  as  the  founder  of  this 
school  of  Political  Economy  in  the  above  work, 
which  was  published  in  the  same  year  as  the 
Wecdth  of  Nations,  In  consideration,  therefore,  of 
its  great  importance,  we  shall  give  an  analysis  of  it. 

Condillac  intended  to  have  published  three 
divisions  of  his  work,  the  fii'st,  in  which  the 
phenomena  of  commerce,  or  exchanges,  which  is 
Economic  Science,  are  explained ;  the  second,  in 
which  the  relations  of  commerce,  or  Economic 
Science,  to  the  government,  and  their  redprcical 
influence  over  each  other,  are  investigated;  and 
the  third,  containing  a  collection  of  practical  ex- 
amples, shewing  the  application  of  the  principles 
developed  in  the  two  preceding  parts.  Unfortu- 
nately the  third  part  never  was  published. 

Condillac  begins  (ch.  i.)  by  investigating  the 
foundation  of  the  value  of  things,  and  shews  that 
it  originates  entirely  from  the  wants  and  desires 
of  men.  Those  things  which  satisfy  some  want, 
have  utility ;  and  this  want^  or  estimation,  is  called 
value.  To  say  that  a  thing  has  value,  means  that 
we  think  it  useful  for  some  purpose. 

As  people  feel  new  wants,  they  leam  to  make 
use  of  things  which  they  did  not  before.  They 
give,  therefore,  value  at  one  time  to  things  to 
which  at  another  time  they  did  not. 

Now,  when  things  are  very  abundant,  they  ieel 
the  want  of  any  particular  portion  less,  because 
they  are  not  aft'aid  of  being  without  it  On  the 
contrary,  when  things  grow  scarce  they  feel  the 
want  more,  because  they  may  be  without  them 
altogether. 

Hence  the  want,  or  value  of  a  thing,  naturally 
increases  during  scarcity,  and  diminishes  during 
plenty.  During  a  very  gi-eat  plenty,  this  may 
diminish  to  any  degree ;  on  the  contrary,  during 
a  very  great  scarcity  it  may  increase  to  any 
degree.  Hence  it  is  these  variations  in  wants 
that  give  rise  to  all  variations  in  value. 
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However  abundant  a  thing  may  be,  it  has  some 
▼alne,  however  infinitesimally  small,  as  long  as 
we  want  it.  On  the  banks  of  a  river  the  water 
has  some  value,  however  small,  becanse  the 
labor  of  stooping  to  raise  it  up  is  something  given 
for  it.  But  in  some  cases  a  traveller  would  give 
100  Ionises  for  a  glass  of  water,  and  then  it  is 
worth  100  Ionises,  simply  becanse  he  wants  it  so 
mnch  that  he  will  give  that  for  it. 

Hence  all  value  resides  in  the  mind.  But 
people  have  come  to  regard  value  as  an  absolute 
quality  which  is  inherent  in  things,  independently 
of  the  opinion  we  have  of  them,  and  this  confusion 
of  ideas  is  the  source  of  bad  reasoning.  Value  is 
founded  on  estimation. 

Value,  therefore,  exists  before  an  exchange. 
Gondillac  blames  the  Economists  for  saying  that 
it  consists  in  the  relation  of  one  thing  exchanged 
for  another.  This  criticiBm  of  Ck)ndillac,  will  we 
think  be  found  somewhat  overstrained,  because, 
unless  there  be  an  exchange,  there  is  no  manifes- 
tation of  value,  which  can  be  the  subject  of 
Economic  Science.  That  science  has  nothing  to 
do  with  an  impotent  desire  of  the  mind,  which 
has  no  external  manifestation,  but  only  with  an 
effective  desire  which  produces  a  phenomenon, 
or  an  effect.  So  mechanics  has  nothing  to  do  with 
latent  forces  which  give  no  outward  sign  of  their 
existence,  bnt  only  with  the  phenomena  produced 
by  forces. 

Gondillac  lays  down,  as  his  fundamental  doc- 
trine,— ^'Une  chose  n'a  pas  nne  valeur,  parce 
qu'elle  coOte,  comme  on  le  suppose;  mais  elle 
coCLte,  parce  qu'elle  a  nne  valeur.**  And  to  this 
doctrine  every  one  of  common  sense  will  give  his 
assent. 

Value,  then,  being  the  desire  we  have  to  obtain 
something,  Gondillac  shews,  in  chap,  ii.,  that 
what  we  give  to  obtain  what  we  want,  is  called 
its  jprice. 

One  man  has  more  com  than  he  wants,  another 
has  more  wine  than  he  wants.  The  first  wants 
wine,  and  the  second  corn.  They  must  therefore 
make  an  exchange.  In  such  an  exchange,  both 
parties  will  give  what  he  wants  less,  to  obtain 
what  he  wants  more;  therefore  each  will  gain. 
Nevertheless,  as  each  will  wish  to  gain  as  much 
as  he  can,  he  will  naturally  try  to  give  as  little  as 
he  can  of  his  own,  and  get  as  much  as  he  can  from 
the  other.  This  contention,  however,  must  be 
brought  to  an  end.  An  exchange  takes  place, 
and  each  thing  exchanged  is  the  price  of  the 
other. 

Hence  we  see  that  value  and  price  are  not 
absolutely  identical,  so  as  to  be  used  always 
convertibly  with  one  another. 

To  this  we  may  say,  that  Gondillac  is  right  to 
a  certain  extent;  bnt  since,  as  we  have  said 
above,  value  is  not  the  subject  of  Economic  Sci- 
ence until  it  is  manifested  visibly  by  price,  it  can 
never  lead  to  error  to  use  price  and  value  as  con- 
vertible terms.  No  doubt  value  resides  in  the 
mind,  but  what  we  give  for  a  thing  is  the  measure 
of  onr  value  of  it,  and  is  the  only  thing  we  are 
concerned  with.  What  we  give  for  it,  may  there- 
fore be  correctly  called  the  value  of  it,  or  its 
price. 

Gondillac  then  shews  (chap,  iii.),  that  all  vari- 
ations in  price  are  caused  by  variations  in  what  is 
called  the  law  of  supply  and  demand,  and  there- 
fore that  there  is  no  such  thing  as  absolute  price. 


The  price  varies  from  market  to  market,  and  is 
always  settled  by  competition.  That  it  is  useless 
and  dangerous  to  try  to  prevent  these  variations. 

Gommerce  (chap  v.)  is  an  exchange  of  two 
things,  and  everything  which  is  exchanged  is 
merchandize.  Each  ai'ticle  of  merchandise  is  the 
price  of  the  other.  It  supposes  two  things,  first 
a  superfluity  of  possessions  on  one  part,  and 
secondly  a  want  on  the  other.  Agriculturists  and 
other  producers,  however,  cannot  always  dispose 
of  their  sm-plns  produce  on  the  spot,  there  is, 
therefore,  need  of  another  class  of  persons  to.  carry 
it  to  where  it  may  be  more  profitably  disposed  of, 
and  these  persons  are  called  merchants.  This 
gives  rise  to  a  greater  number  of  exchanges. 
Moreover  they  give  rise  to  value,  because,  if  there 
were  no  demand  for  the  surplus  on  the  spot  where 
it  is  grown,  it  would  have  no  value,  but  when 
they  transport  it  to  a  place  where  it  is  wanted, 
it  acquires  a  value. 

In  this  manner,  therefore,  commerce  augments 
the  mass  of  riches  (chap,  vi.)  It  is  true  that  it 
is  the  earth  alone  which  produces  all  things, 
therefore  it  is  the  only  source  of  riches.  The 
agriculturist  multiplies  things  of  use  by  working 
the  fields. 

What  then  do  merchants,  if  as  is  commonly 
said,  an  exchange  is  an  equal  value  given  for  an 
equal  value  ?  If  that  were  true  it  would  be  useless 
to  multiply  exchanges,  and  there  would  always  be 
the  same  mass  of  riches. 

It  is,  however,  false  that  in  an  exchange  the 
values  are  equal.  On  the  contrary,  each  party 
gives  less  and  receives  more.  If  they  did  not, 
there  could  be  no  gain  on  either  side.  Bnt  both 
sides  gain,  or  ought  to  do  so.  For  this  reason  that 
value  has  no  reference  except  to  our  wants,  and 
that  which  is  more  to  one  is  less  to  the  other,  and 
reciprocally. 

The  source  of  the  error  is  in  supposing  that 
things  have  an  absolute  value,  and  therefore 
people  think  that  in  an  exchange  they  give  and 
receive  an  equal  value.  Each,  however,  gives 
less  and  receives  more,  because  he  gives  what  he 
wants  less,  and  receives  what  he  wants  more. 
It  is  the  surplus  which  furnishes  the  funds  for 
commerce,  and  this  surplus  becomes  wealth  when 
it  can  be  exchanged  for  something  that  has  value 
for  the  owner,  and  it  has  value  for  the  purchaser. 

If  the  surplus  could  not  be  exchanged  it  would 
not  be  weidth.  Merchants  are  the  canals  by 
which  this  surplus  is  carried  off,  and  thus  they 
encourage  husbandmen  to  grow  more.  A  spring 
which  loses  itself  in  the  rocks  and  the  sands,  is 
not  wealth  for  me,  but  it  becomes  so  if  I 
make  trenches  to  carry  it  to  my  meadows.  The 
spring  is  the  surplus  produce  of  the  farmer,  the 
trench  is  the  merchant. 

The  wants  of  men  (chap,  vii.),  as  they  multiply, 
give  rise  to  the  arts,  and  these  increase  the  mass 
of  wealth.  Each  artisan  increases  the  mass  of 
wealth,  or  the  abundance  of  things  which  have 
value.  The  husbandman  supplies  the  raw  ma- 
terial, but  it  is  the  artisan  who  puts  it  into  a  form 
to  be  useful  to  society,  and  therefora  gives  it 
value.  Eveiy  new  art,  therefore,  gives  rise  to 
new  wealth,  and  gives  a  new  stimulus  to  com- 
merce, for  which  it  supplies  a  new  fund.  Thus 
all  husbandmen,  merchants,  and  artisans,  combine 
to  augment  the  mass  of  wealth. 
If,  therefore,  the  earth  is  the  only  source  of 
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prodactloQS,  and  therefore  of  wealth,  we  see,  on 
the  other  hand,  that  labour  gives  a  vaJae  to  a 
number  of  productions,  which  without  it  would 
have  none.  It  is  therefore  shewn  that  labor  is 
also  a  source  of  wealth. 

In  chap,  vlii.,  Condillac  discusses  wages,  and 
shews  why  wages  differ  in  different  employments. 
Each  man*s  wages  regulate  his  consumption. 

In  chap,  xii.,  Condillac  defends  the  right  of 
property  and  bequest. 

Commerce  gives  rise  to  the  necessity  of  a  pre- 
cise method  of  estimating  the  value  of  things, 
hence  arose  the  use  of  money.  Gold,  silver,  and 
copper  were  the  metals  first  discovered,  because 
they  lie  more  generally  on  the  surface,  and  are 
more  easily  worked  than  iron.  They  were  found 
to  be  useful  fur  many  purposes,  and  therefore  they 
acquired  a  value.  This  value  was  settled  exactly 
in  the  same  way  that  the  value  of  everything  else 
was  settled.  The  metals  having  thus  become 
merchandize,  it  was  found  necessary  to  have 
something  in  commerce  to  perform  the  functions 
of  money,  and  they  were  then  appropriated  to  this 
purpose,  as  being  found  to  be  most  suitable  for  it. 

In  the  beginning  of  society  there  was  no  need 
for  a  measure  of  value.  But  when  commerce 
began,  the  want  of  one  was  felt.  And  it  was 
from  the  use  of  this  measure,  that  the  misconcep- 
tion gradually  arose  of  things  having  an  absolute 
value.  Gold  and  silver  are  the  best  suited  by 
nature  to  serve  as  this  measure  of  value.  Com- 
merce, as  said  above,  augments  the  mass  of 
riches  by  facilitating  and  multiplying  exchanges, 
and  thus  gives  value  to  things  which  had  none 
before.  Gold  and  silver  money  tend  powerfully 
to  the  same  end  by  facilitating  and  multiplying 
exchanges. 

And  we  may  add,  Credit  does  more  so  still,  as 
it  increases  the  number  of  exchanges  just  as 
money  does.    (Credit). 

Gold  and  silver  thus  becoming  money,  it  was 
next  found  convenient  to  have  them  divided  into 
pieces  of  fixed  weight  and  fineness,  by  public 
authority,  stamped  with  a  sign  to  denote  this,  and 
these  pieces  were  called  coina. 

The  metals,  however,  so  divided  and  stamped, 
were  nothing  but  merchandize.  They  had  merely 
a  stamp  and  a  new  name.  They  had  no  value 
except  what  they  had  as  merchandize.  They 
are,  therefore,  valuable  things  like  everything  else. 
Because  it  is  with  gold  and  silver  that  we  pur- 
chase things,  men  ^ot  the  notion  that  they  were 
the  only  species  of  wealth,  or  at  least  the  prin- 
cipal. This  is  an  error ;  but  it  is  also  an  error  to 
say  that  they  are  nothing. 

The  use  of  money  (chap,  xv.)  as  a  measure 
of  value  has  given  rise  to  the  confusion  about 
value.  If  men  had  continued  to  traffic  by  way  of 
barter,  they  would  have  seen  clearly  that  they 
always  gave  less  and  received  more. 

But  as  soon  as  money  was  introduced,  they 
natm-ally  thought  that  it  was  an  exchange  of 
equal  values,  because  each  thing  was  valued  at 
the  same  quantity  of  money.  By  means  of 
money  the  respective  values  of  quantities  of  com 
and  wine  may  be  measured,  and  then  men  see 
nothing  In  their  values  except  the  money,  which 
is  their  measure.  AU  other  considerations  are 
lost  sight  of,  and  because  this  quantity  is  the 
same,  they  think  that  each  of  the  quantities  is 
equal  in  value. 


Nevertheless,  although  a  man  gives  a  quantity 
of  com,  valued  at  10  ounces  of  silver,  and  reoetves 
a  quantity  of  wine  valued  at  the  same,  it  by  no 
means  follows  that  the  advantage  of  both  parties 
is  equal.  Because,  if  the  corn  is  absolntely 
necessary  to  one,  and  the  wine  is  not  neceasary 
to  the  other,  one  has  the  advantage  and  the  other 
not.  The  comparative  gains  of  the  parties  are, 
therefore,  to  be  estimated  by  the  intensity  of  their 
relative  wants,  and  not  by  the  abs(^nte  amount  of 
money. 

It  ia.  the  inequality  of  values,  according  to  the 
wants  and  opinions  of  people,  that  gives  rise  to 
and  supports  all  commerce.  Because,  by  it,  each 
one  gives  less  and  receives  more. 

Every  year  (chap,  xvi.),  at  a  fixed  time,  the 
fiumers  carry  their  rents  in  a  lump  to  the  towns; 
every  market  day  they  sell  some  prodace,  and 
thus  bring  back  to  their  village,  in  detaU,  the 
sums  they  sent  away  in  gross. 

The  merchant  buys  things  wholesale,  and  sells 
in  detail,  and  receives  hMk  the  price.  Thos, 
continual  small  sales  replace  the  sums  spent  in 
purchasing  in  gross ;  and  when  this  repUusement 
is  made,  pnrchi»es  are  again  made  in  gross,  to  be 
replaced  in  detail.  Money  is,  therefore,  always 
being  scattered,  to  be  again  collected  into  reser- 
voirs, as  it  were,  from  which  it  is  again  spread  by 
a  multitude  of  small  canals,  which  bring  it  back 
to  its  first  reservoirs,  whence  it  is  again  scattered, 
and  to  where  it  again  returns.  This  continual 
movement,  which  collects  it  to  scatter  it,  and 
scatters  it  to  collect  it,  is  called  Ciaci)i,iLTioH« 

This  circulation  manifestly  means  an  exchange 
at  each  movement.  If  there  is  no  exchange,  it  Is 
not  circulation.  Mere  transport  of  money  is  not 
circulation.  In  circulation,  the  money  must,  as 
it  were,  transform  itself  into  something  else. 

Credit,  however,  is  used  to  a  great  extent  instead 
of  money,  and  performs  the  same  functions. 

The  mention  of  Credit  then  leads  Condillac  to 
explain  the  nature  of  the  exchanges  (chap.  xvii.). 
This  is  very  clearly  done,  but  as  there  is  nothing 
novel  in  it  we  may  pass  it  over.  In  chap.  xviiL 
he  explains  the  nature  of  interest,  and  shows  that 
money  naturally  produces  interest,  which  was  the 
stumbling-block  of  Aristotle,  and  the  Church  in 
the  middle  ages,  and  was  first  dispelled  by  Calvin. 
(Calvin.)  In  chap.  xix.  he  examines  the  causes 
of  the  different  values  of  the  precious  metals.  In 
chap.  XX.  he  investigates  what  he  calls  the  true 
price  of  things,  and  shews  that  it  depends  on  the 

feneral  competition  in  all  the  different  markets, 
n  the  two  next  chapters  he  treats  of  monopolies 
and  the  circulation  of  corn. 

In  chap,  xxiii.,  Condillac  says  that  the  precious 
metals  are  the  best  fitted  of  any  merchandize  to 
be  a  common  measure.  But  from  age  to  age 
they  vary  very  greatly  in  theur  quantity,  and 
therefore  they  are  unfit  to  be  a  permanent 
measure.  Nor  are  they  fit  measures  in  different 
places  for  the  same  reason. 

To  judge  of  one*s  income  simply  by  the  quantify 
of  money  received,  is  erroneous.  One  appears 
richer  in  a  town,  and  less  rich  in  the  country 
than  the  reality.  An  article  is  always  of  the 
same  value  if  the  proportion  of  supply  and  demand 
is  always  the  same.  No  otiier  commodity  pre- 
serves this  relation  so  uniformly  as  com.  Cora, 
therefore,  has  always  the  same  value,  a  value 
fixed  and  permanent.  Here  is  a  slip  of  Condlllac*s, 
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for  this  is  making  value  absolute,  which  he  has 
himself  so  strongly  contended  against. 

This  fixed  and  permanent  yalae  can,  however, 
only  attach  to  com,  when  the  trade  in  it  is  abso- 
lutely free.  If  it  is  oppressed  by  duties,  monopoly, 
and  prohibitions,  it  can  never  be  at  its  true  value, 
and  if  not,  it  will  perpetually  vary  in  value. 

Farmers  who  pay  fixed  rents  in  money,  lose 
when  com  is  very  low,  landlords  lose  when  it  is 
very  high.  It  is  better  for  all  parties,  therefore, 
that  rent  should  be  paid  in  kind.  This  opinion 
of  CondilIac*s  which  is  very  commonly  held,  is 
not,  we  think,  well  founded.  (Rbht.) 

Condillac  then  (chap,  xxiv.)  traces  excellently, 
the  inter-dependence  of  all  classes  upon  each 
other,  and  how  order  arises  from  this  mutual 
dependence.  If  all  men  had  the  same  wants  and 
tastes,  the  same  arts  and  products  would  be  every- 
where cultivated.  But  when  new  tastes  and 
wants  are  called  forth,  tiiese  new  demands  give 
rise  to  new  productions,  and  to  new  arts.  Thus 
arises  a  great  commerce  which  enriches  the  State. 

Condillac  then  considers  many  questions  rela- 
tive to  cultivation,  and  population,  and  shews  the 
erroneousness .  of  making  the  numbers  of  the 
population,  a  certain  test  of  the  prosperity  of  the 
nation,  as  was  commonly  done,  and  as  Adam 
Smith  does.  In  the  two  next  chapters,  he  enters 
into  considerations  about  the  habits  and  manners 
of  the  people,  which  are,  in  our  opinion,  somewhat 
beyond  the  strict  limits  of  Political  Economy, 
and  therefore  we  shall  omit  them. 

In  chap,  xxviii ,  he  discusses  Taxation,  and 
In  this  he  shares  the  views  of  the  Physiocrates 
more  nearly  than  in  any  other  part  of  his  doc- 
trines. He  says  that  there  are  only  two  classes 
of  citizens,  proprietors,  to  whom  all  the  lands  and 

{>roductions  belong,  and  those  who  having  neither 
ands  or  productions  of  their  own,  live  on  the 
rewards  of  their  labor,  or  as  we  may  borrow  the 
French  expression,  the  $alarxed  classes. 

The  first  class  can  easily  pay,  because  owning 
all  the  productions,  if  it  has  not  all  the  money,  it 
has  more  than  its  equivalent,  and  besides  it  all 
passes  through  their  hands. 

The  second  class  of  persons  cannot.  It  cannot 
furnish  subsistence  to  those  who  work,  since  it  has 
no  productions  of  its  own.  It  cannot  give  them 
money  to  buy  this  subsistence,  because  it  has  no 
money  but  what  it  earns.  And  these  wages  re- 
duced to  the  lowest  point  by  competition,  are  only 
enough  to  enable  it  to  subsist  itself. 

The  first  idea  that  would  strike  unprejudiced 
persons  would  be  this, — Are  those  who  have 
nothing  to  contribute  to  the  expenses  of  the  State 
in  the  same  way  as  those  who  have  something  P 
Or  in  this  way, — Are  those  who  have  nothing  but 
their  brains  and  arms,  to  pay  to  the  State  money 
that  they  have  not  got?  To  tax  the  salaried 
classes,  who  only  eam  just  enough  for  their  own 
living,  is  to  ask  them  to  pay  money  that  they 
have  not  got. 

Taxes  upon  industry  seem  to  us  to  be  reason- 
able and  just,  because  without  ever  really  investi- 
gating the  matter,  we  judge  them  to  be  so,  from 
finding  them  established.  Nevertheless,  this 
established  order  is  very  frequently  nothing  but 
an  abuse. 

If  we  go  to  the  merchants,  when  they  have  just 
had  a  new  tax  laid  on  them,  we  are  not  the  least 
astonished  that  they  wish  to  raise  their  prices. 


We  see  that  thev  are  right,  and  we  pav  the  price 
they  demand.  We  are,  therefore,  manifestly  self- 
contradictory.  We  wish  to  make  the  merchants 
pay  taxes,  and  then  immediately  to  recoup  them. 
Surely  it  is  much  simpler  to  tax  ourselves  at 
first! 

But  the  merchants  and  artisans  grow  rich! 
There  is  the  source  of  our  prejudices.  Tax  them 
then  I  The^  will  repay  themselves.  It  is,  there- 
fore, impossible  to  tax  them. 

It  may  be  said  that  owing  to  their  necessity  to 
sell,  they  cannot  always  recoup  themselves  the 
whole  of  the  tax,  and,  therefore,  they  must  pay 
part.  That  is  partly  true.  But  it  is  to  be  ob- 
served that  that  part  comes  out  of  their  wages, 
and  that  diminishes  their  consumption.  In  France, 
there  are  by  this  means,  several  millions  of  citizens 
who  are  obliged  to  retrench  their  consumption. 
Can  the  land,  therefore,  produce  the  same  income 
when  it  sells  fewer  products  to  many  millions  of 
citizens  P  No  matter  whether  the  salaried  classes 
recoup  themselves  the  whole,  or  only  a  part  of 
the  taxes  levied  on  them,  it  is  proved  that  these 
taxes  must  equally  fall  back  on  the  proprietors. 
The  proprietors  must  pay  for  the  salaried  classes, 
because  they  pay  them.  It  short,  whichever  way 
we  look  at  it,  they  must  pay  all. 

Either  the  country  pnxluces  enough  for  all  its 
citizens,  or  only  a  part  of  it.  In  the  first  case,  its 
productions  which  form  all  its  wealth,  belong  en- 
tirely and  exclusively  to  the  proprietors.  This 
class,  alone,  therefore,  can  sustain  all  the  public 
expenses. 

In  the  second  case,  the  soil  does  not  produce 
enough  to  support  its  inhabitants.  They  must 
therefore  obtain  what  is  wanted  elsewhere,  which 
can  only  be  done  by  their  industry.  By  the 
products  of  this  they  purchase  what  they  require. 

This  riches,  however,  is  precarious,  and  may 
be  lost ;  and  when  it  is  so,  the  population  will 
diminish  proportionably,  until  it  is  no  greater 
than  its  soil  can  support.  While  it  continues, 
however,  a  great  part  of  its  wealth  will  belong  to 
the  merchants,  who  have  acquired  it  by  their 
industry  from  foreign  nations.  Condillac  then 
enters  into  an  argument,  to  prove  that  by  laying 
a  tax  on  merchants,  the  proprietors  in  foreign 
countries  are  made  to  contribute  to  the  national 
burdens — a  doctrine  that  is  clearly  untenable — 
though  it  was  for  long  the  Protectionist  creed  in 
this  country,  when  it  was  asserted  that  by  laying 
on  an  import  duty,  we  were  taxing  the  foreigner, 
whereas  it  was  quite  clear  that  it  was  just  the 
reverse.  The  way  to  tax  the  foreigner  is  to  put 
on  an  export  duty. 

Condillac  then  comes  back  to  his  previous  doc- 
trine, and  ends  by  saying,  that  all  taxes  on 
industry  are  illusory,  because,  turn  it  how  we 
may,  they  always  fall  back  on  the  proprietors. 
They  necessarily  diminish  consumption,  and  in 
diminishing  consumption,  they  hinder  reproduc- 
tion. They  tend,  therefore,  to  deteriorate  agri- 
culture. 

Such  is  Condillac's  doctrine.  The  considera- 
tions opened  up'  by  it  are  much  too  vast  and 
important  to  be  despatched  in  a  few  sentences ; 
we,  therefore,  say  nothing  about  it  here. — 
(Taxation.) 

Condillac  then  says  Tchap.  xxix.)  that  riches 
are  only  multiplied  by  labour.  All  productions 
are  owing  to  the  labour  of  the  husbandman,  and 
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all  the  forms  given  to  raw  prodace  are  owing  to 
the  artisan  and  the  artist.  Moreover,  these  riches 
only  acquire  a  valne  by  the  labour  of  the  mer- 
chant, who  transports  them  from  where  they  are 
superabundant  to  where  they  are  wanted.  The 
value  of  things  is,  therefore,  partly  due  to  the 
labour  of  merchants.  Moreover,  all  these 
classes  want  a  protector  to  preserve  order,  llie 
government,  therefore,  combines  with  the  others 
to  increase,  as  well  as  to  preserve  wealth.  The 
nation  is  most  rich  whic|i  gives  occasion  to  the 
greatest  variety  of  labor.  Let  us  suppose  for  a 
moment,  that  all  the  nations  of  Europe  guided 
themselves  by  these  principles,  which  perhaps 
they  will  never  understand.  There  would  then 
be  entire  free  trade,  in  which  they  would  all  find 
their  advantage.  All  equally  busy,  they  would 
feel  their  mutual  want.  They  would  no  longer 
think  of  depriving  each  other  of  their  manufactures 
and  commerce.  They  would  be  satisfied  each  to 
work  and  to  have  something  to  exchange.  What 
does  it  matter  whether  a  certain  species  of  cloth 
is  made  in  England  or  in  France,  if  the  English 
are  obliged  to  exchange  their  cloth  for  other  man- 
ufactures of  France.  Only  let  us  work,  and  we 
shall  have  nothing  to  envy  other  nations.  As 
much  as  we  want  to  work  for  them,  just  so  much 
do  they  want  to  work  for  us.  If  we  want  to  take 
their  works,  they  want  to  take  ours.  We  injure 
them,  they  injure  us.  Absolute  freedom  of  em- 
ployment, then  is  the  true  source  of  wealth. 

Occupied  in  doing  each  other  as  much  injury 
as  possible,  each  nation  wishes  to  enjoy  exclusively 
the  advantages  of  commerce,  each  in  the  exchanges 
made,  wishes  to  keep  all  the  profit.  They  do  not 
see  that  by  the  very  natnre  of  an  exchange,  therB 
U  necessarily  a  profit  on  both  eidee,  because  each 
side  gives  less  and  receives  more. 

A  single  person  who  does  not  know  the  true 
market  price,  may  be  cheated  in  his  purchases. 
Nations  are  merchants;  it  is  at  home  that  the 
markets  are  held ;  the  price  of  things  is  known  to 
them.  By  what  art  then  can  we  force  them  to 
give  us  always  more  for  less,  in  respect  to  them, 
when  we  always  give  them  less  to  receive  more 
in  respect  to  us?  This  art  is  nevertheless  the 
grand  object  of  government.  It  is  the  philosopher's 
stone  which  they  are  searching  for,  and  which 
they  will  assuredly  never  find. 

But  say  you,  it  is  of  the  greatest  consequence 
to  draw  to  ourselves  as  much  gold  and  silver  as 
possible  from  foreign  nations.  We  must,  therefore, 
prevent  them  from  selling  us  what  they  produce 
or  manufacture,  and  force  them  to  buy  what  we 
produce  or  manufacture. 

You  really  believe  then,  that  a  million  of  gold 
and  silver  is  greater  wealth  than  a  million  of  other 
productions  I  Are  you  really  ignorant  that  pro- 
ductions are  the  first  wealth  ?  What  will  you  do 
if  other  nations,  who  reason  as  ill  as  you  do,  wish 
also  to  draw  your  gold  and  silver  to  themselves  ? 
That  is  what  they  will  try.  Every  nation  will, 
therefore,  try  to  prevent  foreign  merchandise  from 
coming  to  them.  And  if  they  succeed,  it  is  a 
necessary  consequence  that  their  own  merchan- 
dise will  not  go  anywhere  else.  For  wishing  to  keep 
each  to  itself,  all  the  profits  of  trading,  they  will 
cease  to  trade  with  one  another,  and  thus  they 
will  lose  all  profits. 

Such  is  the  effect  of  prohibitions.    Who  yet 


dares  to  be  sure  that  Europe  will  open  its  eyes  ? 
I  wish  it  would ;  but  I  know  the  force  of  prejudice, 
and  I  don't  expect  it. 

In  short,  commerce  is  not  for  Europe  an  ex- 
change of  works  in  which  each  nation  finds  a 
profit,  it  is  a  state  of  war  in  which  each  tries  U> 
rob  the  other.  They  think,  as  they  did  in  times 
of  barbarism,  that  nations  can  only  grow  rich  by 
robbing  their  neighbours. 

Condillac  then  concludes  the  chapter  by  earnest- 
ly advocating  unbounded  freedom  of  trade. 

The  first  part  of  the  work  concludes  with  a 
chapter  giving  a  risunU  of  the  doctrine  oi  the 
whole  part. 

Condillac  having  thus,  in  the  first  part,  traced 
the  grand  outlines  of  Economic  Science,  and  shewn 
that  universal  free  trade  is  the  proper  order  of 
things,  in  the  second  part  takes  general  free  trade 
as  the  basis  of  his  argument,  and  examines  in 
succession  the  mischievous  consequences  produced 
by  all  violations  of,  and  attacks  on,  the  principle. 
These  are  wars,  custom-houses,  taxes  on  industry, 
privileged  and  exclusive  companies,  taxes  on  con- 
sumption, tamperings  with  the  currency,  govern- 
ment loans,  paper  money,  laws  about  the  export 
and  import  of  corn,  laws  about  the  internal 
circulation  of  grain,  tricks  of  monopolists  the 
commercial  jealousy  of  nations,  commercial  gam- 
bling, &c.  The  effects  of  each  of  these  are 
examined  with  admirable  skill. 

Such  are  the  first  two  parts  of  this  work.  The 
third,  unfortunately,  was  never  written. 

The  analysis  given  above,  will  give  the  reader 
a  notion  of  the  scope  of  this  admirable  work,  and 
its  immense  importance  is  manifest :  for  it  is  the 
true  foundation  of  modern  Political  Economy. 

Condillac  expressly  declares  the  true  function 
of  Economic  Science  to  be  the  Science  of  Com- 
merce. And  in  dealing  with  the  subject^  we  see 
the  immense  superiority  of  a  mathematical  and 
metaphysical  mind.  For  he  places  the  source  of 
value  in  the  human  mind,  in  wants  and  desires,  or 
in  demand.  And  having  done  so,  he  naturally 
shews  that  all  variations  in  value  depend  on 
variations  in  demand  and  supply.  That  is,  he 
instinctively,  as  a  physical  philosopher,  never 
dreams  that  there  can  be  more  than  one  general 
fundamental  theory  of  value.  He,  as  every  phy- 
sicist would  do,  who  really  paid  attention  to  the 
subject,  would  have  been  utterly  aghast  at  the 
notion  that  the  science  could  be  based  on  six  or 
seven  fundamentally  conflicting  theories  of  value, 
as  is  the  fashion  at  the  present  day. 

Thus,  too,  he  strikes  at  the  root  of  many  of  the 
prevailing  theories  of  value,  which  are  based  upon 
labour;  for  he  says  that  people  pay  for  things 
because  they  value  them,  and  they  do  not  vidue 
them  because  they  pay  for  them,  as  is  commonly 
supposed.  This  is  exactly  the  doctrine  of  Dr. 
Whately,  when  he  says  that  people  dive  for  pearls 
because  they  fetch  a  high  price,  and  they  do  not 
fetch  a  high  price  because  people  dive  for  them. 
It  is  the  identical  doctrine  that  we  have  so  often 
maintained,  that  it  is  not  labour  that  is  the  cause 
of  value,  but  value  that  attracts  labour. 

This  is  a  complete  revolution  in  Political 
Economy — as  great  as  has  occurred  in  any  of  the 
physical  sciences. 

Condillac  having  thus  laid  down  the  true  basis 
of  the  science,  first  proclaimed,  as  far  as  we  are 
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aware,  the  doctrine  that  in  commerce  both  sides 
gain.  The  old  doctrine  sanctioned  by  Montaigne, 
Bacon,  and  many  others,  was  that  what  one  side 
gains,  the  other  loses.  This  pernicions  foily  was 
the  canse  of  many  bloody  wars.  The  Physiocrates 
then  maintained  that  in  exchanges  the  values 
are  eqnal.  But  Oondillac  laid  down  the  true 
doctrine,  that  in  commerce  both  sides  gain.  And 
he  shews  truly  that  the  whole  of  commercial 
dynamics  arise  from  these  inequalities  of  value. 

Condillac  has  been  classed  as  a  Physiocrate, 
because  he  says  in  one  place  that  the  earth  is  the 
source  of  all  wealth.  His  doctrines  also  of  taxa- 
tion agree  with  theirs.  But  with  respect  to  the 
first  he  is  not  consistent,  because  he  shews  un- 
answerably that  labor  is  productive,  as  well  as 
the  earth.  This  was  the  same  doctrine  as  Smith 
maintained  in  the  Wealth  o/iVo/ioTw,  published  in 
the  same  year.  He  has  also  well  stated  the  true 
doctrine  of  Circulation.  He  has  treated  the 
subject  in  the  true  scientific  manner,  as  he  begins 
by  assuming  a  state  of  perfectly  free  exchanges, 
and  considering  the  evil  effects  produced  by 
various  perturbations. 

It  is  true  that  Gondillac*s  work  can  by  no  means 
be  considered  as  a  complete  treatise,  because  it 
requires  immense  development.  Nevertheless  it 
lays  down  the  broad  outlines  of  true  Economics. 
Smith's  work  and  Condillac*s  were  published  in 
the  same  year.  Smith's  attained  universal  celeb- 
rity in  a  very  short  time.  Condillac's  was,  as  far 
as  we  can  find  out,  quite  neglected.  Nevertheless 
the  whirligig  of  time  is  now  bringing  about  its 
revenges ;  for  all  the  best  European  Economists 
are  now  gravitating  to  the  opinion  that  Oondillac's 
is  the  true  conception  of  Economic  Science. 
(EcoHOMT,  Political) .  The  beautiful  clearness, 
and  simplicity,  the  instinct  of  the  true  Physicist 
are  visible  throughout,  and  shine  in  painful  con- 
trast to  the  incredible  confusion  and  self-contra- 
dictions of  Adam  Smith.  At  length  he  will 
receive  justice,  and  after  the  neglect  of  85  years, 
he  will  emerge  as  the  true  founder  of  modern 
Economic  Science. 

CONDI-BAaUET.    of  Philadelphia,  United 
States,  Chargi  cTAffaireg  at  the  Court  of  Brazil. 
A  Treatise  an  Banks  and  Circulation, 

COHDOBOET,  HABIE  JEAN  ANTOINE 
NICOLAS,  Marquis  de,  a  distinguished  mathe- 
matician, philosopher,  and  Economist,  was  born 
at  Ribemont,  near  St.  Quentin,  in  Picardy,  the 
17th  September  1743.  His  father,  the  younger 
brother  of  Caritat,  successively  from  1741,  Bishop 
of  Gap,  Auxerre,  and  Lisienx,  was  a  captain 
of  cavalry,  and  belonged  to  a  family  of  a  high 
rank  in  the  principality  of  Orange.  The  captain 
died  when  his  son  was  four  years  old,  and  he  was 
then  entirely  under  the  care  of  his  mother,  a  super- 
stitious devotee,  who  thought  that  the  only  way 
to  preserve  him  from  the  dangers  of  childhood 
was  to  dedicate  him  to  the  Virgin,  and  clothe  him 
in  white.  For  the  next  eight  years  he  was  there- 
fore dressed  as  a  girl  1  This  of  course  prevented 
him  going  to  school  and  mingling  with  other  boys, 
and  enjoying  the  education  and  sports  of  a  boy. 
He  saw  not^y  at  home  but  Jesuits  and  persons 
imbued  with  the  highest  notions  of  aristocracy. 
The  natural  reaction  followed,  and  Condorcet 
afterwards  became  the  warmest  opponent  of 
priests  and  aristocracies. 


In  1756,  at  the  age  of  13,  he  carried  off  the 
second  prize  at  the  Jesuits'  school  at  Reims,  and 
in  1758,  he  was  transferred  to  the  College  de 
Navarre  at  Paris,  where  he  began  his  mathema- 
tical studies,  and  in  ten  months  his  progress  was 
so  rapid,  that  three  of  the  most  eminent  mathe- 
maticians of  the  day,  Clairaut,  d'Alembert,  and 
Fontaine,  who  examined  him,  hailed  him  as  a 
future  member  of  the  Academy.  This  decided 
him  to  follow  up  his  scientific  bent. 

In  1762,  we  find  that  he  was  under  the  guardian- 
ship of  the  Due  de  la  Rochefoucauld,  who  intro- 
duced him  to  the  most  distinguished  society  of 
Paris. 

The  new  analysis  founded  by  Leibnitz,  was 
now  cultivated  with  the  greatest  ardour  by  a 
brilliant  band  of  continental  mathematicians,  and 
Condorcet  flung  himself  into  it  with  zeal. 

In  1764,  he  presented  an  essay  on  the  Integral 
Calculus  to  the  Academy  of  Sciences,  which  was 
received  with  great  favour  and  printed  in  its  trans- 
actions. 

In  1768,  the  Academy  was  willing  to  elect  him 
a  member,  but  bis  relations  were  horrified  at  the 
idea  that  one  of  their  family  should  so  far  forget 
what  was  due  to  their  rank,  as  to  devote  himself 
to  science.  But  in  1769,  his  love  for  science  was 
so  strong,  that  they  were  obliged  to  resign  them- 
selves to  their  fate  that  he  should  become  a  phil- 
osopher instead  of  a^  captain  of  cavalry,  and  he 
was  elected  a  member,  notwithstanding  his  youth. 

The  doctrines  of  the  Economists  were  then 
making  a  sensation  in  the  philosophical  world. 
Condorcet  soon  became  tlie  fast  friend  of  Turgot, 
and  resolved  henceforth  to  confine  himself  to 
mathematics  and  Economics.  He  became  an 
ardent  Free  Trader,  and  proclaimed  it  as  one  of 
the  fundamental  rights  of  men  of  which  no  law 
could  justly  deprive  them.  He  wrote  strongly 
against  Necker,  who  was  a  Protectionist. 

On  the  death  of  Louis  XV.,  Turgot  was  called 
to  the  ministry  in  accordance  with  the  general 
demand  of  the  public,  and  he  rewai-ded  Condorcet 
by  appointing  him  inspector  of  the  Mint.  After 
the  fall  of  Turgot,  of  whom  the  public  was  not 
worthy,  Condorcet  did  not  choose  to  hold  office 
under  Necker,  who  was  his  personal  enemy  in 
consequence  of  his  attacks  on  his  doctrine,  and  he 
resigned:  Condorcet  testified  his  friendship  for 
Turgot  by  writing  his  life  in  1786. 

In  1773,  he  was  elected  perpetual  secretary  of 
the  Academy,  in  consequence  of  having  written 
the  Sloges  of  the  members  who  had  died  between 
1666  and  1699,  when  Fontenelle's  celebrated  series 
begins.  Coudorcet's  iloges  were  much  admired,  and 
he  was  told  that  the  public  would  wish  an  Acade- 
mician to  die  every  week,  in  order  to  have  an 
e/ogtf  from  him. 

The  Academy  was  divided  into  two  parties, 
headed  by  Buffon  and  d'Alembert.  In  1782,  there 
was  a  vacancy,  and  the  election  of  a  member 
was  one  of  the  great  pitched  battles  between  these 
great  rivals.  D'Alembert  started  Condorcet,  and 
Buffon  backed  Bailly.  After  a  keen  conflict 
Condorcet  carried  the  election  by  one  vote. 
D'Alembert  rushed  about  with  the  greatest  glee, 
saying  that  he  would  sooner  have  beaten  Buffon 
than  squared  the  circle. 

Condorcet  was  elected  to  the  Legislative  As- 
sembly and  appointed  its  secretaiy,  on  the  3rd  of 
October,  1791,    In  February,  1792,  he  was  made 
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President  In  April  he  brought  forward  an  im- 
portant scheme  for  the  organisation  of  public 
education.  He  was  one  of  the  Commissioners 
appointed  to  take  into  consideration  the  weights, 
measures,  and  coinage ;  and  on  whose  report  the 
decimal  system  was  introduced  into  France. 

Condorcet  was  one  of  the  Girondins.  He  yoted 
for  the  severest  punishment  on  Louis  XYI.,  short 
of  death.  Although  a  Girondin,  he  respected  the 
integrity  and  public  spirit  of  Robespierre's  party, 
and  did  all  he  could  to  reconcile  them,  though  un- 
fortunately, without  effect  On  the  31st  of  May, 
the  blow  was  struck  at  the  party  by  a  decree 
ordering  the  arrest  of  29  of  theur  numbers.  Con- 
dorcet issued  an  appeal  to  France,  and  his  con- 
stituents, against  the  act.  But  seeing  that  his 
friends  were  overpowered,  he  retired,  and  con- 
cealed himself  under  the  care  of  a  lady.  During 
this  period  of  seclusion,  he  occapied  himself  in 
tracing  the  progress  of  the  human  race  to  per- 
fectibility. At  length  the  danger  increasing,  and 
the  pursuit  becoming  hotter  every  day,  he  did  not 
choose  any  longer  to  expose  his  generous  hostess 
to  the  danger  of  being  discovered  and  executed. 
He  accordingly,  in  defiance  of  all  remonstrances, 
escaped  from  Paris,  hoping  to  take  refuge  with  a 
friend  in  the  country.  This  friend  however  was, 
unhappily,  not  at  home,  and  Condorcet  wandered 
about  for  two  daya  and  nights  in  the  extremest 
distress.  At  length  hunger  drove  him  to  a  small 
inn  at  Clamart,  where  be  ordered  an  omelette. 
Being  asked  of  how  many  eggs  he  wanted  it,  he 
replied  a  dozen.  Such  an  order  as  this  proceeding 
from  an  apparent  working  man,  immediately 
excited  suspicion,  and  a  municipal  officer  who 
was  present,  demanded  his  papers  and  his  trade. 
Condorcet  said  he  was  a  carpenter.  But  he  had 
no  papers,  and  his  hands  belied  his  asserted  trade. 
He  was  arrested  on  suspicion,  and  taken  to  a  prison 
at  Bourg-la^Reine,  where  he  was  confined  for  the 
night.  The  next  morning,  the  28th  of  March, 
1794,  when  the  Commissioners  came  to  Interrogate 
him,  he  was  found  dead,  having  taken  poison, 
which  he  always  carried  about  him  in  contempla- 
tion of  such  an  emergency. 

MonopoU  et  Monopoleur, 
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jtfouveUes  reflexions  sur  le  projet  de  payer  la 
dette  exigible  en  papier  force.    Paris,  1791. 

Discours  sur  les finances^  prononce  sur  Vassemblie 
noHonale.    Paris,  1792. 

Reflexions  sur  VusufruU  des  benefices.  Paris, 
1792. 

CONDOEOET-O'OONNOB   AETHUE. 

La  monopole  cause  de  tous  Us  maux.  Pai'is. 
1 849. 

CONaLETON^  LOED.   See^AAHKLu 

CONGEEVEy  SIE  WILLIAM,  Bart.,  known 
as  the  inventor  of  the  Cungreve  Rocket,  was 
born  May  20,  1772.    He  died  May  14th,  1828, 


Of  the  impraeiieabUUy  of  the  resumption  oj 
payments.    London,  1813. 

Principles  upon  which  it  appears  that  a  mare 
feet  system  of  currency  may  be  formed  either  in  the 
precious  or  non-intrinsic  metals.    London,  1819. 

CONINOE9  FEEDEEICK  DE,  Member  of  tlie 
Chamber  of  Commerce  of  Havre. 

PSforme  du  tarif  des  dottanes.    Paris,  1 858. 

M.  de  Coninck  has  also  done  good  service, 
lately,  by  publishing  some  pamphlets  to  point  out 
the  iUnsory  nature  of  the  estimates  of  the  expense 
upon  which  the  Suez  Canal  Bubble  are  based. 

OONKELLAN,  THABBEUS. 
Easy  Lessons  on  Monep  Mailers^  Commerce* 
Trade^  Wagesy  (fc.    Dublin,  1835. 

coNEmonrs,  heemavnits. 

Dissertationes  de  esrario  et  re  nummarid.  1671. 

COHSIDEEANT.  VICTOE^bom  in  1807,  and 
educated  at  the  Ecole  Polytechnigue.  A  member 
of  the  Conseil  GSnSral  of  the  Seine,  of  the  Con- 
stituent Assembly  of  1848,  and  of  Legislative 
Assembly  of  1849.  One  of  the  chief  of  Fourier's 
phalansterians,  and  the  editor  of  their  paper  La 
Phalange^  and  of  La  Democracie  Paeifique. 
(Socialism.) 

Destinies  sociales,  exposUion  ilementaire  eonqtlete 
de  la  thSorie  soeiStaire.    Paris,  1844. 

Theorie  de  reducation  naturelle  et  aiirayante. 
Paris,  1845. 

Le  Sodalisme  devant  le  meuxmonde  on  le  mvant 
devant  les  marts.    Paris,  1 849. 

CONSn>EEATIONS. 

On  the  Com  Question.    London,  1813. 

Brief  with  rrference  to  the  Com  Laws^  and  the 
Theory  of  Protection  generally.    London,  1846. 

Candid  and  impartial^  on  the  nature  of  the  Sugar 
Trade.    London,  1763. 

Concerning  tcJiing  off  the  bounty  on  Com  ex- 
ported.    London,  1753. 

On  Public  Credit^  in  a  Letter  to  a  Memher  oJ 
Parliament    London,  1724. 

On  Taxes  as  they  are  supposed  to  qffect  the  price 
of  labor  in  our  Manufactories.    London,  1765. 

On  the  Coal  Trade.    London,  1748. 

On  the  Com  Laws.    London,  1791. 

On  the  deamess  of  Com  and  Provisions^  and  a 
proposal  to  raise  £2,000,000  per  annum  without 
oppression.    Tendon,  1767* 

On  the  effect  of  protecting  Duties.  Dublin,  1783. 

On  the  effects  which  the  bounties  granted  on  ex- 
ported Com^  Malty  and  Flour  have  on  the  manu- 
factures  of  the  Kingdom.    London,  1768. 

On  the  National  Debty  the  Sinhing  Fundy  and 
the  state  of  public  Credit.    London,  1729. 

On  the  nature  and  origin  of  Literary  Property. 
Edinburgh,  1767. 

On  the  Poor  Laws.    London,  1817. 

Onthe  present  high  prices  of  provisions.  Lon- 
don, 1764. 

On  the  present  scarcity  of  Silver  Coin.  London, 

1759. 

Sur  la  nature  et  sur  Us  effete  des  imp^  en 
France.    Paris,  1831. 

Sur  les  avantages  de  V existence  cTune  dette  pub^- 
liaucy  et  sur  la  necessity  dun  plan  gtniral  et  com* 
ptet  de  bonne  conduite  en  France.   Paris,  1800. 
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Svr  let  rickes9e$  et  le  luxe.     Amsterdam,  1787. 

Tonchiw  the  excise  of  native  and  foreign  cont" 
moditiee,    London,  1644. 

Upon  a  reduction  of  the  Land  Tax.  London, 
1749.  . 

Further^  upon  a  reduction  of  the  Land  Tax ;  tO" 
gether  with  a  state  of  the  annual  supplies  of  the 
Sinhing  Fund,  and  of  the  National  Debt  London, 
1751. 

Some^  about  the  most  proper  way  of  raising  money 
in  the  present  conjuncture.    London,  1691. 

Somey  touching  the  Sugar  Colonies,  London, 
1732. 

Some,  upon  the  state  of  our  public  Debt.  London, 
1729. 

Some,  upon  Trade.    London,  1715. 

Some  general,  concerning  the  alteration  and  tm- 
provement  ofpubUch  Revenues.     London,  1723. 

Some  general,  on  the  fluctuation  of  the  public 
Funds.    London,  1761. 

Some  modest  and  sober,  about  Tythes.  London, 
1653. 

COKSILIENCE  OF  INDUCTIONS.    It  has 

been  nniversaLly  observed  in  the  history  of  every 
great  Indactive  Science,  that  as  soon  as  true 
general  conceptions  are  obtained,  groups  of  pheno- 
mena, which  have  no  apparent  connection  with 
one  another,  are  suddenly  discovered  to  depend 
on  the  same  law.  Thus,  every  ^eat  science  tends 
towards  uniformity  and  simplicity.  This  is  called 
by  Dr.  Whewell  by  the  expressive  name  of  the 
Consilience  of  Inductions,  {Nov.  Org.  Renov, 
p.  88.) 

He  sa3r8  that  he  is  not  aware  of  any  example  in 
the  whole  history  of  science,  in  which  this  Consi- 
lience of  Inductions  has  given  testimony  in  favour 
of  an  hypothesis  afterwards  discovered  to  be  false. 
That  the  theory  of  universal  gravitation,  and  of 
the  undnlatory  theory  of  light,  are  full  of  exam- 
ples of  this  Consilience  of  Inductions. 

Now  this  is  so  sure  a  mark  of  the  certain  pro- 
gress of  science,  that  if  it  be  wanting,  we  may 
certainly  conclude  that  it  is  not  in  a  sound  and 
progressive  state. 

According  to  the  systems  of  Political  Economy 
hitherto  prevalent,  there  never  has  been  the 
faintest  trace  of  such  a  Consilience  of  Inductions. 
Nay,  it  never  seems  to  have  occurred  to  any  one 
that  it  was  either  necessary  or  possible  to  arrive 
at  any  single  general  theory  in  Political  £kx)nomy. 
On  the  contrary,  so  utterly  wanting  has  anything 
like  an  inductive  spirit  been  among  Economists, 
that  it  is  the  usual  practice  to  devise  a  distinct 
theory  for  each  separate  class  of  cases. 

It  will  nevertheless  be  found  that  as  soon  as 
the  true  conception  of  Political  Economy  is 
grasped,  and  true  general  laws  are  discovered  by 
genuine  induction,  that  the  very  same  results  will 
be  observed  as  have  occuiTed  in  every  other 
Inductive  Science.  Phenomena  which  were  appa* 
rently  unconnected,  will  at  once  be  seen  to  be 
merely  exemplifications  of  one  general  law. 

Many  examples  might  be  cited;  we  wUl,  how- 
ever, only  give  one.  Thus,  it  is  universally 
observed,  that  smaU  farms  let  at  a  higher  com- 
parative rate  than  large  ones;  small  houses  let 
for  a  comparatively  higher  rent  than  .large  ones ; 
if  the  shares  of  a  public  company  be  divided  into 
small  amounts,  they  will  bear  a  higher  price  than 
if  they  be  large.    Now,  all  these  results  which 


are  known  by  experience  to  be  true,  arise  from 
the  general  law  of  supply  and  demand ;  because 
there  are  many  more  persons,  comparatively 
speaking,  who  can  afford  to  buy  small  pai'cels  than 
large  ones ;  and  therefore  there  is,  comparatively 
speaking,  a  greater  competition  for  small  than 
large  ones. 

The  same  rule  holds  good  with  diamonds. 
There  is  a  inile  regarding  the  value  of  diamonds, 
that  they  increase  in  price  in  a  rapid  ratio  com- 
pared with  the  weight.  This  rule  is  found  to  hold 
good  for  moderate  sizes,  but  as  soon  as  diamonds 
become  very  large,  this  rule  fails.  Very  large  dia- 
monds have  not  nearly  the  value  they  ought  to  have 
according  to  the  theoretic  rule.  And  the  reason 
is,  simply,  that  when  they  become  extraordinarily 
large,  the  competitors  to  buy  them  dwindle  away 
to  such  a  small  number,  that  there  is  compai*a- 
tively  less  demand  for  them. 

The  very  same  rule  holds  good  with  the  relative 
values  of  gold  and  silver.  Ricardo  has  brought 
forward  as  an  example  of  his  doctrine,  that  cost 
of  production  regulates  value,  the  relative  value 
of  gold  and  silver.  '*  Grold  and  silver,"  he  says, 
(p.  421,  3rd.  edit.)  ^Mike  all  other  commodities, 
are  valuable  only  in  proportion  to  the  quantity  of 
labor  necessary  to  produce  them,  and  bring  them 
to  market.  Gfold  is  about  15  times  dearer  than 
silver,  not  because  there  is  a  greater  demand  for 
it,  nor  because  the  supply  of  silver  is  15  times 
greater  than  that  of  gold,  but  solely  because  15  times 
the  quantity  of  labor  is  necessary  to  produce  a  given 
quantity  of  it.^*  Such  an  assertion,  that  it  takes 
15  times  the  quantity  of  labor  to  produce  a  certain 
quantity  of  ^old,  that  it  does  to  produce  an  equal 
quantity  of  silver,  is  one  of  those  assertions,  which, 
being  contrary  to  a  known  truth,  is  one  of  those 
tests  which  proves  the  fallacy  of  the  whole  of 
Ricardo*s  argument.  Adam  Smith  says  very 
justly,  (Book  I.  chap,  xi.) — **  Silver  is  very  seldom 
found  virgin,  but  like  most  other  metals,  is 
generally  mineralized  with  some  other  body,  from 
which  it  is  impossible  to  separate  it  in  such 
quantities  as  will  pay  for  the  expense,  but  by  a 
very  laborious  and  tedious  operation,  which  can- 
not well  be  carried  on  but  in  workhouses  erected 
for  the  purpose.  Gold,  on  the  contrary,  is  almost 
always  found  virgin.  It  is  sometimes  found  in 
pieces  of  some  bulk,  and  even  when  mixed  in 
small  and  almost  insensible  particles  with  sand, 
earth,  and  other  extraneous  bodies,  it  can  be 
separated  from  them  by  a  very  short  and  simple 
operation,  which  can  be  carried  on  in  any  private 
house  by  any  body  who  is  possessed  of  a  small 
quantity  of  mercury.  **  Smith  has  omitted  here 
to  mention  the  gold  found  in  rocks,  which  re- 
quires more  expensive  and  troublesome  processes 
to  extract,  than  he  contemplates.  But  it  is  quite 
certain  that  even  then,  the  process  is  the  simplest 
that  is  required  in  the  working  of  any  metal.  It 
would  be  far  more  expensive  to  produce  an  equal 
quantity  of  iron  than  gold.  Moreover,  Ricardo  is 
in  error  in  saying  that  the  supply  of  silver  is  not 
15  times  as  large  as  that  of  gold.  The  best 
authorities  declare  that  the  supply  of  silver  is 
from  40  to  45  times  as  large  as  that  of  gold.  But 
while  its  quantity  is  not  less  than  40  to  1,  its  value 
is  about  1  to  15  to  that  of  gold.  How  is  this  dif- 
ference to  be  accounted  for  ?  The  least  reflection 
will  shew  that  it  is  simply  an  example  of  the  law 
of  supply  and  demand,  where  the  value  of  small 
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parcels  is  comparatiyely  greater  than  that  of  large 
ones.  Silver  is,  comparatiyely  speaking,  in  much 
greater  demand  than  gold.  There  are  few  persons 
In  easy  circumstances  who  do  not  possess  more  or 
less  of  solid  silver  plate.  But  such  a  thing  as 
gold  plate  scarcely  exists.  What  is  called  gold 
plate  is  only  silver  gilt.  Solid  gold  is  only  nsed 
for  such  purposes  as  watch  cases,  or  trinkets,  snch 
as  chains,  pencil  cases,  brooches,  &c.  Silver, 
therefore,  is  in  far  greater  demand  for  commercial 
purposes  than  gold  is,  and  it  is  this  which  raises 
Its  value  to  a  higher  proportion  in  comparison  to 
gold,  than  might  be  expected  from  their  compara- 
tive quantities.  It  might  no  doubt  be  said,  that 
it  is  its  very  cheapness  in  comparison  to  gold  that 
makes  it  more  sought  after,  and  the  excessive 
deamess  of  gold  that  prevents  it  being  used  as 
extensively  as  silver,  which  is  to  a  certain  extent 
true.  But  the  very  cheapness  of  silver  causes  a 
much  greater  number  of  persons  to  be  able  to 
afford  to  have  it  than  gold,  and  consequently  the 
intensity  of  the  demand  for  silver  compared  to 
the  supply,  is  much  greater  than  the  intensity  of 
the  demand  for  gold  compared  to  the  supply,  and 
this  has  a  similar  effect,  as  in  the  other  cases,  of 
raising  the  value  of  the  smaller  article  to  a  much 
greater  comparative  rate  than  that  of  the  larger 
one. 

This  example,  too,  has  the  further  advantage  of 
breaking  down  the  false  distinction  erected  by 
Bicardo  in  treating  different  cases  of  values,  which 
is  utterly  subversive  of  the  fundamental  principles 
of  Inductive  Philosophy,  (Cohtihuitt,  Law  or,) 
and  bringing  all  cases  of  value  under  one  general 
theory. 

The  process  of  creating  the  science  of  Political 
Economy  on  the  true  principles  of  Inductive 
Science,  furnishes  many  other  examples  of  a 
similar  nature,  but  this  will  suffice  for  the  present, 
the  fact  is,  that  like  the  law  of  gravitation  in 
astronomy,  the  undulatory  theory  in  optics,  the 
application  of  the  law  of  supply  and  demand  to 
Political  Economy  is  a  succession  of  felicities. 

CONSILIENOE  OF  BEFUTATIONS,  In 
the  preceding  article  we  have  stated  that  Dr. 
Whewell  has  given  the  apt  name  of  CansUience  of 
Inductions  to  the  well-ascertained  fact  in  the  pro- 
gress of  all  true  Inductive  Sciences,  that  different 
classes  of  phenomena  are  reduced  to  the  same 
general  principle,  thereby  affording  never-failing 
evidence  of  its  truth.  Now,  correlative  to  this, 
we  may  have  what  we  may  call,  in  imitation  of 
Dr.  Whewell,  a  Consilience  of  Refutations;  that 
is,  where  different  classes  of  fallacies,  apparently 
remote  and  unconnected  with  each  other,  spring 
from  the  same  false  principle.  If  the  eminent 
historian  of  the  Inductive  Sciences  would  think  it 
worth  his  trouble,  we  doubt  not  that  he  might 
furnish  examples  of  this  second  principle,  as 
instructive  ai^d  conclusive  as  of  the  first.  At  any 
rate,  as  Political  Economy  abounds  with  examples 
of  the  Consilience  of  Inductions^  it  also  presents 
abundant  examples  of  the  Consilience  of  Refuta- 
tions, We  will  only  give  one  here.  There  are  two 
erroneous  currency  doctrines,  apparently  of  the 
most  opposite  description,  yet  they  both  proceed 
from  the  same  fundamental  error.  The  one  is 
what  is  called  the  currency  principle,  which  is  so 
strongly  supported  by  Lord  Overstone  and  his 
sect.    It  is  tills,  that  when  a  i)aper  currency  be 


permitted  to  be  issued,  it  should  only  be  exaetiy 
equal  to  the  coin  it  displaces.  The  other  is  Law*s 
Theory  of  Paper  Currency,  which  maintains  that  as 
gold  is  made  the  basis  of  paper  currency,  so  also 
any  other  article  of  value,  such  as  land.  &c^  may 
be  turned  into  money  to  the  amount  of  its  value, 
in  a  similar  way.  Now,  both  these  errors,  which 
are  manifestly  exactly  opposite  to  each  other, 
spring  from  the  same  fundamental  error  respecting 
the  nature  of  credit.  They  both  suppose  that 
paper  credit  represents  money.  The  one  party 
says  that  it  ought  strictly  to  be  confined  to  the 
money  it  displaces;  the  other  says,  apply  the 
same  principle,  and  turn  all  the  valuable  property 
in  the  kingdom  into  paper  currency. 

Now  these  spring  firom  a  fundamental  miscon- 
ception of  the  nature  of  credit.  Credit,  as  we 
have  fully  explained  under  Cssdit  and  Otrs- 
REMCT,  does  not  represent  money,  but  is  a  smbsti- 
tute  for  money,  and  is  independent  exchangeable 
property  itself;  and  it  is  not  founded  on  the 
quantity  of  monej,  but  on  the  number  of  transfers 
of  money.  Now,  these  opposite  doctrines  being 
both  founded  on  complete  ignorance  of  the  nature 
of  the  subject,  have  produced  great  mischief  in 
practice.  Law's  Theory  of  Money  having  been 
repeatedly  tried,  has  produced  great  financial 
catastrophes,  which  are  fully  detailed  in  this 
work.  The  attempt  to  enforce  the  other  doctrine 
of  the  currency  principle,  would  also  have  produced 
wide-spread  disaster  and  ruin  if  it  had  been  per- 
severed in;  but  in  the  two  crises  of  1847  and 
1857,  the  ministry  did  not  dare  to  maintain  the 
Bank  Act,  and  resorted  to  the  dangerous  prece- 
dent of  authorizing  the.  Bank  of  England  to  violate 
the  law,  rather  than  bring  down  the  tremendous 
ruin  that  would  have  ensued  if  it  had  not  been 
relaxed.  (Crisis,  Commerciai.;  CnKasucT 
Pbinciplb.) 

CONSTANCIO,  FSANCISOO  SOLANO,  an 

eminent  Portuguese  surgeon,  born  at  Lisbon,  24th 
July,  1777.  He  translated  into  French  the  works 
of  Malthus,  Ricardo,  and  Godwin. 

CONBTANS,  aEBMAUf . 

Traite  de  la  cour  des  monnoyes.    Paris,  1658. 

CONSTANT. 

Cridit^  agricoUet  fancier.    Paris,  1850. 

CONSUMPTION.  All  Economists  use  the 
word  Consumption  as  the  correlative  of  Produc- 
tion, whatever  that  may  mean.  Unfortunately, 
however,  no  Economist  has  scientifically  investi- 
gated the  meaning  of  the  word  Production,  and 
consequently  the  economic  meaning  of  Consump- 
tion is  still  in  an  equally  unsettled  state. 

The  words  Production  and  Consumption  are 
two  of  the  leading  fundamental  terms  in  Eco- 
*nomic  Science,  and  they  are  so  intimately  related 
to  one  another,  that  it  would  have  been  very 
convenient  to  have  considered  them  together.  As 
the  arrangement  of  this  work,  however,  does  not 
permit  that,  we  must  simply  refer  to  the  article 
PaoDucTioN,  in  which  the  Economic  meaning  of 
that  term  is  fully  investigated. 

We  shall,  in  the  following  remarks,  lay  before 
our  readers  what  some  of  the  principal  writers  on 
the  subject  have  said  about  Consumption,  and  the 
difierent  meanings  that  have  been  attributed  to  it. 
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and  we  shall  then  endeayonr  to  eliminate  all 
accidental  ideas  from  the  term,  bj  the  usoal 
methods  of  Inductive  Logic,  and  reduce  it  to  that 
extreme  degree  of  generality  to  which  we  have 
said  that  all  the  fundamental  conceptions  of  every 
science  must  be  brought,  before  they  can  be 
accepted  as  fitted  to  form  the  basis  of  a  science — 
namely,  that  in  which  they  shall  contain  but  one 
fundamental  idea.  And  what  this  single  funda- 
mental idea  is,  can  only  be  determined  by  keeping 
steadily  in  view  the  nature  and  the  limits  of  the 
science. 

It  will  not  be  necessary  to  go  to  any  anthor 
before  Adam  Smith ;  we  shall  therefore  lay  before 
our  readers  a  few  passages  from  the  Wealth  of 
NatiofUy  and  endeavour,  if  possible,  to  discover 
what  Smith  meant  by  Consumer  and  Consumption. 
The  first  sentences  of  the  Introduction  to  the 
work  are  as  follows : — 

"  The  annual  labour  of  every  nation  is  the  fund 
which  originally  supplies  it  with  all  the  necessa- 
ries and  conveniences  of  life  which  it  annually 
consumes^  and  which  consist  always  either  in  the 
immediate  produce  of  that  labour,  or  in  what 
is  purchased  with  that  produce  from  other 
nations." 

'*  According,  therefore,  as  this  produce,  or  what 
is  purchased  with  it,  bears  a  greater  or  smaller 
proportion  to  the  number  of  those  who  are  to  con- 
sume  it,  the  nation  will  be  better  or  worse  supplied 
with  all  the  necessaries  and  conveniences  ifor 
which  it  has  occasion." 

In  Book  II.,  chap,  i.,  he  says,  that  when  a  man 
possesses  sufficient  stock  to  maintain  him  for 
months,  or  years,  he  '*  naturally  endeavours  to 
derive  a  revenue  from  the  greater  part  of  it, 
reserving  only  so  much  for  his  immediate  con- 
sumption as  may  maintain  him  till  this  revenue 
begms  to  come  in." 

He  also  says,  in  the  same  chapter,  that  in  float- 
ing capital  is  to  be  classed  ^'  money  by  means  of 
which  all  the  other  three  are  circulated  and  dis- 
tributed to  their  proper  consumers,''^ 

In  chap.  ii.  of  the  same  Book,  he  says : — 

"  Though  the  weekly  or  yearly  revenue  of  all 
the  dififerent  inhabitants  of  any  conntry  in  the 
same  manner  may  be,  and  in  reality  frequently  is, 
paid  to  them  in  money,  their  real  riches,  however, 
the  real  weekly  or  yearly  revenue  of  all  of  them 
taken  together,  must  always  be  great  or  small  in 
proportion  to  the  quantity  of  consumable  goods 
which  they  can  all  of  them  purchase  with  this 
money.  The  whole  revenue  of  all  of  them  taken 
together  is  evidently  not  equal  to  both  the  money 
and  the  consumable  goods;  but  only  to  one  or 
other  of  those  two  values,  and  to  the  latter  more 
properly  than  to  the  former." 

"Though  we  frequently,  therefore,  express  a 
person's  revenue  by  the  metal  pieces  which  are 
annually  paid  to  him,  it  is  because  the  amount  of 
those  pieces  regulates  the  extent  of  his  power  of 
purchasings  or  the  value  of  the  goods  which  he 
can  annually  afford  to  consume.  We  still  consider 
his  revenue  as  consisting  in  this  power  of  pur- 
chasing or  consuming^  and  not  in  the  pieces  which 
convey  it." 

And  further  on  in  the  same  chapter,  after 
shewing  that  the  use  of  money  is  to  circulate  and 
distribute  these  consumable  goods  to  their  proper 
owners,  speaking  of  a  banker's  notes,  he  says  that 
— "  The  same  exchanges  may  be  made,  the  same  • 


quantity  of  consumable  goods  may  be  circulated 
and  distributed  to  their  proper  consumers^  by 
means  of  his  promissory  notes  to  the  value  of 
£100,000,  as  by  an  equal  value  of  gold  and  silver." 
here  evidently  shewing  that  crecUt  performs  ex- 
actly the  same  functions  as  money  in  circulating 
goods.  And  there  are  abundance  of  passages 
which  may  be  quoted  from  Smith,  to  shew  that 
he  always  considers  instruments  of  credit  of  all 
sorts  as  performing  the  very  same  functions  that 
money  does.  (Cbbdit.) 
Again  he  says,  in  the  same  chapter — 
^  The  circulation  of  every  country  may  be  con- 
sidered as  divided  into  two  different  branches: 
the  circulation  of  the  dealers  with  one  another, 
and  the  circulation  between  the  dealers  and  the 
consumers.  Though  the  same  pieces  of  money, 
whether  paper  or  metal,  may  be  employed,  some- 
times in  the  one  circulation,  and  sometimes  in  the 
other,  ye^  as  both  are  constantly  going  on  at  the 
same  time,  each  requires  a  certain  stock  of  money 
of  one  kind  or  another,  to  carry  it  on.  The  value 
of  the  goods  circulated  between  the  different 
dealers,  never  can  exceed  the  value  of  those  cir- 
culated between  the  dealers  and  i\i^  ctmsumers ; 
whatever  is  bought  by  the  dealers,  being  ulti- 
mately destined  to  be  sold  to  the  consumers.  The 
circulation  between  the  dealers  as  it  is  carried  on 
by  wholesale,  requures  generally  a  pretty  large 
sum  for  every  particular  transaction.  That  be- 
tween the  dealers  and  the  constanersj  on  the  con- 
trary, as  it  is  generally  carried  on  by  retail, 
frequently  requires  but  very  small  ones,  a  shilling 
or  even  a  halfpenny  being  often  sufficient.  But 
small  sums  circulate  much  faster  than  large  ones. 
A  shilling  changes  masters  more  frequently  than 
a  guinea,  and  a  halfpenny  more  frequently  than  a 
shilling.  Though  the  annual  purchases  of  all  the 
consumers^  therefore,  are  at  least  equal  in  value  to 
those  of  all  the  dealers,  they  can  generally  be 
transacted  with  a  much  smaller  quantity  of  money, 
the  same  pieces,  by  a  more  rapid  circulation, 
serving  as  the  instrument  of  many  more  purchases 
of  the  one  kind  than  of  the  other. 

"  Paper-money  may  be  so  regulated  as  either  to 
confine  itself  very  much  to  the  circulation  be- 
tween the  different  dealers,  or  to  extend  itself 
likewise  to  a  great  part  of  that  between  the 
dealers  and  the  consumers.  Where  no  bank  notes 
are  circulated  under  ten  pounds  in  value,  as  in 
London,  paper-money  confines  itself  very  much 
to  the  circulation  between  the  dealers.  When  a 
ten  pound  bank  note  comes  into  the  hands  of  a 
consumer^  he  is  generally  obliged  to  change  it  at 
the  first  shop  where  he  has  occasion  to  purchase 
five  shilling^*  worth  of  goods,  so  that  it  often 
returns  into  the  hands  of  a  dealer  before  the 
consumer  has  spent  the  fortieth  part  of  the  money. 
When  bauk  notes  are  issued  for  so  small  sums  as 
twenty  shillings,  as  in  Scotland,  paper*  money 
extends  Itself  to  a  considerable  part  of  the 
circulation  between  dealers  and  consumers.'''' 

Again,  in  Book  V.,  c.  ii.,  in  speaking  of  taxes 
on  commodities,  he  says, — ^  Consumable  commo" 
ditiesj  whether  necessaries  or  luxuries,  may  be 
taxed  in  two  different  ways :  the  consumer  may 
either  pay  an  annual  sum  as  on  account  of  his 
usingj  or  eonsumingy  goods  of  a  certain  kind :  or 
the  goods  may  be  taxed  while  they  remain  in  the 
hands  of  the  dealer,  and  before  they  are  delivered 
to  the  consumer.    The  consumable  goods  which 
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last  a  considerable  time  before  thej  are  comumed 
altogether,  are  most  properly  taxed  in  one  way : 
these  of  which  the  cotuumption  is  either  imme- 
diate or  more  speedy  in  the  other.** 

So  again,  in  the  same  chapter,  he  says, — ^  The 
dnties  upon  foreign  Inxnries  imported  for  home 
consumption^  though  they  sometimes  fall  npon 
the  poor,  fall  principally  upon  people  of  middling, 
or  more  than  middling,  fortune.** 

Now  the  question  is  this — In  these  passages 
just  cited,  what  is  the  meaning  of  these 
mysterious  words  Consumer  and  Consumption  f 
Can  any  human  being  diyine  what  Smith  means 
by  consumable  goods  f  From  many  of  the  pas- 
sages cited  he  evidently  means  destructible  goods. 
Is  that  his  meaning  ?  Most  soods,  we  imagine, 
are  capable  of  being  destroyed.  But  do  persons 
always  buy  goods  to  destroy  them  ?  Is  the  con- 
sumer of  g<x>ds  the  destroyer  of  them  P  It  is 
true  that  some  goods  are  bought  for  the  purpose 
of  being  destroyed,  such  as  food  of  all  sorts, 
candles,  oil,  fireworks,  and  many  other  things,  in 
which  destruction  is  necessary  to  their  use,  and 
they  are  only  useful  by  being  destroyed.  In 
other  goods,  again,  destruction  is  incidental  to 
their  use — such  as  clothes,  houses,  some  species 
of  furniture,  utensils,  carriages,  watches,  &c. 
Now  these  are  not  bought  for  the  purpose  of 
being  destroyed,  though  that  invariably  accom- 
panies their  use.  But  there  are  many  things 
which  are  not  bought  for  the  purpose  of 
being  destroyed,  nor  is  destruction  incidental 
to  their  use.  Thus,  for  instance,  if  a  man 
buys  statues  with  his  income  to  gratify  his  tastes, 
does  he  mean  to  destroy  them  ?  or  is  destruction 
incidental  to  their  use?  Certainly  not.  If  a 
statue  be  preserved  from  the  weather,  there  is  no 
limit  to  its  duration.  It  will  last  as  long  as  the 
world.  The  same  may  be  said  of  many  other 
things,  such  as  porcelain,  trinkets,  precious  stones, 
and  many  articles  of  furniture. 

Now  the  sculptors,  goldsmiths,  &C.,  who  make 
and  sell  these  statues,  trinkets,  &c.,  are  certainly 
their  producers,  and  therefore  we  should  naturally 
call  the  purchasers  the  consumers,  and,  in  fact, 
Smith,  in  some  of  the  above  passages,  evidently 
nses  the  word  consumers  as  synonymous  with 
purchasers.  Is  then  the  purchaser  of  an  article 
to  be  considered  as  the  consumer,  if  he  does  not 
destroy  it?  We  do  not  think  that  Smith's  work 
furnishes  any  answer  to  this  question  ;  or  is  the 
word  consumers  to  be  confined  to  the  purchasers 
of  destructible  articles?  Are  then  the  pur- 
chasers of  indestructible  articles  not  consumers  ? 
If  the  makers  and  sellers  of  all  articles,  de- 
structible and  indestructible  are  producers,  surely 
the  purchasers  of  these  same  articles  must  be  all 
consumers,  since  it  is  agreed  that  consumption  is 
the  end  of  all  production. 

Smith*s  work,  according  to  the  introduction, 
only  treats  of  Production  and  Distribution,  what- 
ever they  may  mean,  and  there  is  no  part  of  it 
which  expressly  treats  ot  consumption.  But 
J.  B.  Say  defines  Political  Economy  to  be  the 
Science  which  treats  of  the  Production,  Distribu- 
tion, and  Consumption  of  Wealth,  and  it  is  divided 
into  books  treatmg  of  these  respective  subjects. 
Now  by  production  he  means  the  creation  of 
Value  (Pbobuctioh),  and  by  Consumption  he 
means  the  destruction  of  value.  Thus,  in  the 
JSpiiome  at  the  end  of  his  Traiti  cP Economic 


Politique,  p.  572,  he  gi^es  these  definidons : — 

**  CoNSOMMATBUB.  C'cst  celul  qu!  detroit  la 
▼aleur  d*un  produit,  solt  pour  en  prod  aire  un 
autre,  soit  pour  satisfaire  ses  goiits  ou  ses  beeoins. 

^  CoNSOMMATiON ;  CoNSOMMBB.  Consommer, 
c*est  detmire  la  valeur  d*une  choee,  ou  une  por- 
tion de  cette  valeur,  en  d^truisant  VuHUU  qn^eUe 
avait,  ou  settlement  uue  portion  de  cette  utiUte. 

**  On  ne  sanrait  consommer  une  valeur  qui  se 
saurait  £tre  d^truite.  Ainsi,  Ton  pent  consommer 
le  service  d*une  Industrie,  et  non  pas  la  facnlte 
industrielle  qui  a  rendu  ce  service;  le  senrlee 
d*un  terrain,  mais  non  le  terrain  lui-meme. 

**Une  valeur  ne  pent  etre  consommee  deux 
fois;  car  dire  qu*elle  est  consommee,  c*est  dire 
qu*elle  n*existe  plus. 

**Tout  ce  qui  se  produit  se  consomme;  par 
cons<^quent  toute  valeur  cr^ee  est  detruite,  et  n*a 
6t^  cr^6e  que  pour  ^tred  etruite.  Comment  dea- 
lers se  font  les  accumulations  de  valeurs  dont  se 
composent  lee  capitaux  f  £lle8  se  font^  par  la 
reproduction  sous  une  autre  forme,  de  la  vaiemr 
consommee ;  tellement  que  la  valeur  capitale  se 
perp^tue  en  changeant  de  forme.** 

This  doctrine  of  consumption,  meaning  de- 
struction, has  been  so  widely  received  among 
Economists,  that  we  must  give  some  further  ex- 
tracts from  Say  to  make  our  readers  fdllj  ac- 
quainted with  his  doctrine.  The  third  book  of 
his  Traiti  treats  of  the  Consumption  of  Wealth, 
and  be  says: — 

**  La  production  ne  pouvait  s*op^rer  sans  con- 
sommation,  j*ai  d<i,  d^  le  premier  Livre,  dire  le 
sens  qu*il  fallait  attacher  an  mot  consomnter. 

*'  Le  lecteur  a  dO  comprendre,  dds-lors,  que,  de 
mSme  que  la  production  n*est  pas  une  cr^afion 
de  matidre,  mais  un  cr^tion  d*utilit^,  la  consom- 
mation  n*est  pas  une  destruction  de  matidre,  mais 
une  destruction  cTutilitS.  L*utilit6  d*nne  chose  une 
foi  detruite,  le  premier  fondement  de  sa  valeur 
ce  qui  la  fait  rechercher,  ce  qui  en  6tablit  la 
demande,  est  d^truit.  D^s-lors  elle  ne  renferme 
plus  de  valeur ;  ce;n*est  plus  une  portion  de  ricfaesse. 

"Ainsi,  consommer,  ditruire  VuJtiliU  des  choses 
aniantir  leur  valeur,  sont  des  expressions  dont  le 
sens  est  absolument  le  mSme,  et  correspond  k  celui 
des  mots,  produire,  donner  de  Vutilite,  crSer  de  la 
valeur,  dont  la  signification  est^galement  pareUle, 

"Toute  consommation,  ^tant  une  destruction  de 
valeur,  ne  se  mesure  pas  selon  le  volume,  le 
nombre  ou  le  pois  des  produits  consomm^  mais 
selon  leur  valeur.  Une  grand  consommation  est 
celle  qui  detruit  une  grand  valeur,  sous  quelque 
forme  que  cette  valeur  se  manifeste. 

"  Tout  produit  est  susceptible  d*dtre  consomme  ; 
car  si  une  valeur  a  pu  dtre  ajoutee  k  une  chose, 
elle  pent  en  ^tre  retranchee  par  Tusage  qu*  on  en 
fait,  ou  par  tout  autre  accident.  *  *   * 

"  Tout  ce  qui  est  produit  est  t6t  ou  tard  con- 
somme. Les  produits  n'ont  mtoe  €t^  produits 
que  pour  Hre  consommds." 

Now,  with  respect  to  this  doctrine,  we  ask — 
Are  statues  and  other  gold  ornaments  produced 
for  the  purpose  of  being  destroyed?  And  the 
work  of  the  sculptor  produces  a  value,  according 
to  Say.  This  case,  as  well  as  numerous  others 
that  might  be  cited,  at  once  proves  the  fallacy  of 
Say*s  doctrine.  There  are  many  works  of  value 
produced  without  the  smallest  intention  of  their 
being  destroyed,  and  which  have  no  principle  of 
decay  in  them  whatever.      Was  the  Britannia 
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Bridge  produced  for  the  purpode  of  being  des- 
troyed ? 

It  is  quite  clear  from  these  examples  that  we 
must  search  for  some  idea  of  consumption  far 
more  general  than  that  of  destruction. 

Say  having,  then,  defined  consumption  to  mean 
desttuction,  says  that  there  are  two  kinds  of  con- 
sumption, Productive  Consumption  and  Unpro- 
ductive Cionsumption. 

Productive  Consumption  is  where  an  article  is 
destroyed  with  the  intention  of  being  reproduced, 
or  at  least  in  its  value. 

Unproductive  Consumption  is  where  an  article 
is  destroyed  without  replacing  its  value. 

The  former  of  these  corresponds  with  what 
Smith  denominates  Capitid,  and  the  latter  with 
Kevenne. 

Say  was  determined  to  make  the  term  produc' 
live  cofuumption  co-extensive  with  Capital ;  and 
in  order  to  do  this,  he  is  led  into  a  very  remark- 
able confusion  of  ideas.  For  he  is  led  not  only 
to  apply  it  to  a  destruction  of  materials,  but  also 
to  their  exchange. 

Thus  he  says,  Traite,  p,  438,~"  Dans  sa  con- 
sommation  annnelle  d'un  particnller  ou  d*nne  na- 
tion, doivent  6tre  comprises  les  consommations 
de  tout  genre,  quels  qu*en  soient  le  but  et  le  re- 
sultat,  celles  d'oii  11  doit  sorter  nne  nouvelle  valeur, 
et  ceiles  d*oii  11  n*en  doit  point  sortir ;  de  m^me 
qn*on  comprend  dans  la  production  annnelle  d*une 
nation  la  valeur  totale  de  ses  produits  cre^s  dans 
Tannic.  Ainsi  Ton  dit  d'une  manufacture  de 
savon  qu'elle  consomme  en  sonde  nne  valeur  de 
vingt  mille  francs  par  an,  quoique  la  valeur  de 
cette  sonde  doive  reparattre  dans  le  savon  que  la 
manufacture  aura  prod  nit ;  et  Ton  dit  qu^elie  pro- 
duit  annnellement  pour  cent  mille  francs  de  savon, 
quoique  cette  valeur  n*ait  en  lien  que  par  la 
destruction  de  beauconp  de  valenr  qui  en  r^dui- 
raieut  bien  le  produit,  si  Ton  voulait  les  deduire. 
La  consommation  et  la  production  annuelies  d*une 
nation  ou  d*un  particnller  sent  done  leur  consom- 
mation et  lenr  production  brutes. 

**  Par  nne  consequence  naturelle,  il  fant  com- 
prendre  dans  les  productions  annuelies  d*une 
nation,  toutes  les  marchandises  qu'elle  importe,  et 
dans  sa  consommation  annuelle  toutes  celles  qu* 
elle  exporte.  Le  commerce  de  la  France  con- 
somme toute  la  valeur  des  soieries  qu*il  envoie 
aux  Etats  Uuis;  il  produit  tout  la  valeur  des 
cotons  qu*il  en  revolt  en  retour." 

Say*s  idea  is  that  the  nation  loses  the  value  of 
what  it  exports,  and  gains  the  value  of  what  it 
imports, — it  may  therefore  be  said  to  consume  the 
one  and  produce  the  other. 

But  surely  this  is  inconsistent  with  accepted 
language.  A  nation  surely  produces  what  it  ex- 
ports and  consumes  what  it  imports. 

If  this  doctrine  be  true,  the  seller  and  the  buyer 
of  goods  must  both  consume  them.  Because  the 
seller  loses  their  value,  gaining  their  price  in  ex- 
change, and  the  buyer,  in  most  cases,  destroys  them. 

If  this  be  true  every  shopkeeper  consumes  his 
goods  by  selling  them. 

We  shall  now  see  the  consequences  of  this  con- 
tortion of  language.  Say  says  a  little  further 
after  the  last  extract,  at  p.  440 : — *'  L*effet  le  plus 
immediat  de  toute  esp^ce  de  consommation  est  la 
pert  de  valeur  et  par  consequent  de  richesse,  qui 
en  r^sulte  pour  le  possessenr  du  prodnit  consomm6. 
Cet  effet  est  constant,  inevitable,  et  jamais  on  ne 


doit  le  perdre  de  vne  toutes  les  fois  qu*on  raisonne 
snr  cette  mati^re.  Un  produit  consomme  eat  une 
valenr  perdue  pour  tout  le  monde,  et  pour  tou- 
jours." 

Now  let  us  apply  this  last  doctrine  to  Say's 
previous  one,  that  a  nation  consumes  what  it  ex- 
ports. Two  nations  export  their  produce  one 
against  the  other.  Each,  therefore,  according  to 
Say,  consumes  its  exports.  But  every  consump- 
tion is  destruction.  Therefore,  each  nation  de- 
stroys its  exports  for  all  the  world  and  for  ever  I 
Therefore,  nations  by  trading  with  each  other 
destroy  their  wealth  I  A  watchmaker  sells  a  gold 
watch  to  .a  customer  for  money.  According  to  Say 
he  consumes  the  watch,  and  the  buyer,  by  the  same 
doctrine,  consumes  the  money.  But  every  con* 
sumption  is  a  destruction  of  wealth  for  all  the 
world  and  for  ever.  Therefore,  the  buying  a  gold 
watch  for  money,  is  a  destruction  of  the  money 
and  the  watch  I !  Therefore,  by  exchanging 
things,  we  destroy  them  I ! 

But,  as  according  to  the  same  passage,  each 
produces  what  he  purchases,  that  is  the  creation 
of  two  new  valnes,  it  follows  that  the  same  act  of 
exchange  is  at  the  same  time  a  total  annihilation 
of  the  things  exchangcKi,  and  a  creation  of  two 
new  values  1 1 

Such  ai*e  the  astonishing  absurdities  into  which 
able  men  are  led  by  a  premature  grasping  at  the 
meaning  of  a  scientific  term.  The  settlement  of 
the  meaning  of  a  term  requires  as  genuine  an  act 
of  induction  as  the  settlement  of  a  principle. 

Say,  then,  considers  the  different  kinds  of  Con- 
sumption, which  he  considers  the  same  as  expen- 
diture, and  under  this  head  places  taxation  and 
the  public  expenditure  of  all  sorts,  public  debts, 
&c. 

Now,  it  is  manifest  that  these  are  all  exchanges 
as  truly  as  exchanges  of  merchandise.  The  army, 
the  administration  of  all  descriptions,  public  in- 
structors, receive  their  pay  in  exchange  for  a 
service  rendered. 

Ricardo  says  nothing  about  Consumption. 
Malthus  (Definitions  in  Political  Economy^  p. 
247),  says :  —  ^  Consumption.  The  destruction, 
wholly  or  in  part,  of  any  portions  of  wealth.** 
And  at  p.  259  —  ^'  Consumption  is  the  great 
purpose  and  end  of  all  production."  So  Mr. 
McCulIoch  says — ^*  By  Consumption  is  meant  the 
annihilation  of  those  qualities  which  render  com- 
modities useful  or  desirable.  To  consume  the 
products  of  art  and  industry,  is  to  deprive  the 
matter  of  which  they  consist  of  utility,  and  con- 
sequently of  the  exchjuigeable  value  communi- 
cated to  it  by  labour.  Consumption  is,  m  fact, 
the  end  and  object  of  human  exertion  ;  and  when 
a  commodity  is  in  a  fit  state  to  be  used,  if  its  con- 
sumption be  deferred,  a  loss  is  incurred." 

On  this  Mr.  Senior  has  justly  remarked  (Po/t- 
Hcal  Economy^  p.  54),  ^^  That  almost  all  that  is 
produced  is  destroyed,  is  true;  but  we  cannot 
admit  that  it  is  prodnced  for  the  purpose  of  being 
destroyed.  It  is  produced  for  the  purpose  of 
being  made  use  of.  Its  destruction  is  an  incident 
to  its  use,  not  onlv  not  intended,  but  as  far  as 
possible  avoided.  In  fact,  there  are  some  things 
which  seem  unsusceptible  of  destruction,  except 
by  accidental  injury.  A  statue  in  a  gallery,  or  a 
modal,  or  a  gem  in  a  cabinet,  may  l^  preserved 
for  centuries  without  apparent  deterioration. 
There  are  others,  snch  as  food  and  fuel,  which 
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peiish  in  the  yery  act  of  nsmg  them ;  and  hence, 
as  these  are  the  most  essential  commodities,  the 
word  Consumption  has  been  applied  nniyersally, 
as  expressing  the  making  use  of  anything.  Bnt 
the  bnlk  of  commodities  are  destroyed  by  those 
numerous  gradual  agents  which  we  call  collec- 
tively time^  and  the  action  of  which  we  strive  to 
retard.  If  it  be  true  that  Consumption  is  the 
object  of  all  production,  the  inhabitant  of  a  house 
must  be  termed  its  consumer,  but  it  would  be 
strange  to  call  him  its  destroyer,  since  it  would 
unquestionably  be  destroyed  much  sooner  if  unin- 
habited. It  would  be  an  improvement  in  the 
language  of  Political  Economy  if  the  expression, 
**to  use,''  could  be  substituted  for  that  of  "to 
consume." 

Mr.  Senior's  remarks,  that  consumption  cannot 
mean  destruction,  are  perfectly  just,  partly  be- 
cause it  is  wholly  false  that  all  articles  are  pro- 
duced for  the  purpose  of  being  destroyed ;  and 
partly  because  Political  Economy  has  nothing 
whatever  to  do  with  the  destruction  of  things. 
Mr.  Senior's  proposal  to  substitute  the  word  use 
for  destruction  is  open  to  the  same  objection,  on 
the  latter  ground.  On  the  former  ground  it  is 
quite  correct.  Things  are  produced  for  the  pur- 
pose of  being  used^ — but  then  Political  Economy 
nas  nothing  whatever  to  do  with  their  use.  At 
page  14,  Mr.  Senior  says  that  Consumption  is 
sometimes  used  as  synonymous  with  Demand. 

Mr.  J.  S.  Mill  has  truly  seen  that  the  destruc- 
tion of  things  is  no  part  of  Economic  Science, 
and  has  therefore  not  given  any  part  of  his  work 
to  consumption,  which  he  uses  in  the  sense  of 
destruction. 

What  then  is  the  meaning  of  this  word  Cou' 
sunwtion  f  It  is  agreed  that  it  is  the  correlative 
of  rroduction,  and  that  the  end  of  Production  is 
Consumption.  Now,  it  has  been  manifestly  shewn, 
that  if  Production  be  held  to  mean  to  creation  of 
a  Value,  and  Consumption  the  destruction  of  a 
Value,  the  proposition  cannot  be  maintained.  It 
is  wholly  untrue  that  all  values  are  produced  or 
created  for  the  express  purpose  of  being  des- 
troyed ;  it  is  therefore  not  true  that  Consumption 
is  the  end  of  all  Production. 

The  fact  is,  all  the  confusion  arises  from  Econo- 
mists never  having  formed  a  clear  and  distinct 
conception  of  the  nature  and  limits  of  the  science, 
and  selecting  that  idea  alone  among  those  con- 
veyed by  the  leading  terms  which  are  in  harmony 
with  the  fundamental  conception  of  the  science. 
We  have  shewn  under  Pboductiow  that  Political 
Economy  has  nothing  whatever  to  do  with  the 
art  and  process  by  which  things  are  manufac- 
tured, or  formed,  but  only  with  their  price  when 
produced,  or  the  things  for  which  they  will  ex- 
change. We  have  shewn  there,  that  strictly 
following  the  true  etymology  of  the  word,  and 
interpreting  it  in  strict  harmony  with  the  funda- 
mental conception  of  the  science,  the  only  true 
economic  meaning  of  to  produce^  is  to  place  a 
thing  on  a  given  spot  for  the  purpose  of  exchang- 
ing it  for  something  else.  It  makes  no  difference 
in  what  way  the  article  was  formed  or  procured, 
whether  by  growth  as  com,  by  mauufacture,  or 
by  commerce,  the  Pkodugbb,  in  an  economic 
sense,  is  the  person  who  offers  it  for  sale.  And 
"here  at  once  we  see  how  Consumption  is  the  cor- 
relative of  Pboduction.  For  if  the  Producer  is 
the  one  who  offers  something  for  sale,  the  Coir- 


suMBB  is  the  purchaser  of  it  with  something  else, 
and  the  Consumption  means  the  qnantity  pur- 
chased. 

As  soon  as  we  grasp  the  distinct  conception 
that  Economic  Science  is  the  Science  of  Com- 
merce, or  of  Exchange,  or  of  Valnes,  it  is  dear 
that  we  must  admit  no  considerations  exceeding 
these  limits.  An  Economist  has  no  boaineas  to 
examine  how,  or  by  what  process,  or  art,  things 
were  produced ;  nor  has  he  any  business  to  in- 
quire for,  or  foUow  after,  them  when  once  they 
have  been  exchanged,  to  see  what  becomes  i^ 
them.  The  domain  of  his  science  is  expressly 
limited  to  the  phenomenon  of  the  exchange. 

If  we  were  to  examine  how  things  are  pro- 
duced, that  would  at  once  let  in  all  the  arts  and 
manufactures  of  every  description  into  Political 
Economy,  which  no  Economist  would  dream  of 
doing.  His  only  ofBce  is  to  ascertain  the  laws  of 
the  changes  of  value  of  the  thing  when  produced. 
So  also,  as  far  as  regards  the  purchaser,  the 
Economist  has  nothing  to  do  with  the  use  he  puts 
the  thing  to,  but  only  with  the  price  he  pays  for 
it. 

Now  things  which  a  man  makes  and  uses  him- 
self do  not  enter  into  the  domain  of  £conoml<^  at 
all,  only  those  which  he  acquires  by  purchase. 
If  a  person  uses  his  accomplishments  for  the 
delectation  of  himself  and  his  friends,  the  Econo- 
mist has  no  business  with  him.  It  is  only  when 
he  endeavours  to  exchange  or  turn  them  to 
profit,  that  they  become  the  subject  of  ralne, 
and  an  economical  phenomenon. 

And  this  is  the  true  commercial  sense  of  the 
word,  and  Economics  being  the  science  of  Com- 
merce, it  is  proper,  as  far  as  possible,  to  adopt  the 
language  of  Commerce.  Now  in  the  language  of 
commerce,  producers  and  consumers  are  simply 
sellers  and  buyers.  Production  and  consumption 
are  simply  supply  and  demand.  It  is  by  £o[>no- 
mists  divagating  from  the  true  limits  of  the 
Science  that  all  3ie  confusion  has  arisen.  Bastiat 
has  expressed  it  truly  (Harmonies  Seonomiques, 
p,  360.  Art,  ProducteuT'CansommateurJ — '*En 
g^n^ral  nous  nous  adonnons  h  un  metier,  k  un 
profession,  k  une  carri^re ;  et  ce  n'est  pas  k  elle 
que  nous  demandons  directement  les  objcts  de  nos 
satisfactions.  Nous  rendons  et  nous  recevons  des 
services  ;  nous  offrons  et  demandons  des  valenrs ; 
nous  faJsons  des  achats  et  des  ventes ;  nous  tra- 
vaillons  pour  les  autres,  et  les  autres  travaillent 
pour  nous :  en  un  mot  nous  sommes  Producteurs 
et  ConsommateursJ" 

Now  we  see  that  this  is  the  only  sense  in  which 
the  doctrine  that  Consumption  is  the  end  of  Pro- 
duction is  true,  and  in  fact  it  becomes  tautology, 
for  it  is  reduced  to  this,  that  people  offer  things 
for  sale  for  the  purpose  of  being  sold. 

It  is  the  only  sense,  too,  in  which  consumption 
is  the  correlative  of  production.  It  is,  as  we  have 
seen,  wholly  false  to  assert  that  all  thin^  are 
produced  for  the  purpose  of  being  destroyed. 

Hence  we  see  that  Production  and  Consumption 
together  constitute  Exchange — the  domain  of 
Economic  Science.  And  it  is  quite  easy  to  show 
that  the  conception  of  the  science  as  that  of  Ex- 
changes, is  fundamentally  the  same  as  that  of 
those  writers  who  consider  it  to  be  that  of  the 
Production  and  Distribution  of  Wealth.  Be- 
cause by  distribution  these  writers  mean  the 
quantity  of  things  acquired  by  persons  in  ex* 
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change  for  their  services,  &c^  that  is,  what  they 
have  the  right  to  consume,  or  purchase.  And 
we  have  seen  in  the  extracts  given  from  Adam 
Smith  abcfve,  that  he  several  times  uses  con- 
sumers as  synonymous  with  purchasers,  which  is 
its  true  commercial  sense.  Consumption,  there- 
fore, is  equivalent  to  Distribution,  and  thus  the 
science  comes  to  be  that  of  Production  and  Con- 
sumption, or  of  Exchange. 

And  here,  too,  we  see  the  truth  of  what  is  said 
under  Capitai^,  §  94,  that  it  is  consumption,  or 
demand,  that  eives  value  to  production,  and  not 
labour.  Smith  himself,  after  saying  that  the 
real  wealth  of  a  country  consists  of  the  annual 
produce  of  its  land  and  labour,  says  that  if  an 
article  will  exchange  for  nothing,  it  has  no  value, 
and  therefore  is  not  wealth. 

The  value  of  a  thing  being  the  thing  it  will 
exchange  for,  it  is  quite  clear  that  if  there  be  no 
demand  for  it— that  is,  if  no  person  will  give  any- 
thing for  it — it  has  no  value,  whatever  quantity 
of  labour  may  have  been  bestowed  in  producing 
it.  Again,  if  people  will  give  a  great  deal  to  pos- 
sess a  thing,  it  has  great  value,  no  matter  what 
labour  has  been  bestowed  in  producing  it.  There 
are  immense  species  of  property  which  never  had, 
nor  by  any  possibility  could  have,  any  labour 
bestowed  on  them  at  all.  What  is  it  that  gives 
value  to  the  copyright  of  a  work,  and  in  fact  cre- 
ates a  vduable  pi-operty  at  all,  but  the  demand 
for  the  work  P  What  gives  value  to  Government 
Stock,  but  the  willingness  of  the  public  to  pur- 
chase it  ?  And  so  on  of  everything  else  whatever. 
By  the  very  terms  of  the  expression,  it  can  be 
only  the  consumer,  or  purchaser,  who  confers  value 
on  anything  whatever.  When  demand  springs  up 
for  a  thing,  it  has  value;  when  the  demand 
ceases,  it  loses  its  value,  and  is  not  wealth.  Hence 
we  see  that — 

Consumption  ot  Demand,  and  not  Labour, 
13  the  ONLY  Source  of  Vaxub. 

C0NTABENTT8,  VIKOENTITrS. 

De  frumentarid  Romanorum  largitione  liher, 
Venetiis,  1609. 

CONTINUITY,  LAW  OF.  The  great  funda- 
mental doctrine  of  the  Continuity  of  the  Sciences, 
and  what  is  more  particularly  called  the  Law  of 
Continuityy  are  so  intimately  blended  together  in 
spirit,  that  it  is  impossible  to  separate  them.  In 
fact,  we  may  extend  the  term  of  the  Law  of  Con- 
tiuuityy  which  is  generally  applied  to  certain  doc- 
trines in  each  particular  science,  to  include  the 
method  of  arguing  by  analogy  from  Science  to 
Science. 

Ihe  Law  of  Continuity  is  one  of  the  most 
powerful  weapons  of  Inductive  Logic,  and  is  of 
very  wide  application  in  Physical  research.  It 
has  been  applied  with,  immense  effect  in  settling 
the  fundamental  conceptions  of  Mechanics,  Elec- 
tricity, Geology,  and,  indeed,  of  every  other 
science.  Its  capability  of  being  applied  to  settle 
the  fundamental  conceptions  of  Political  Economy 
has  never  yet,  that  we  are  aware  of,  even  been 
suspected ! 

The  grand  function  of  the  Law  of  Continuity 
in  its  application  to  each  particular  Science  is  to 
abolish  false  distinctions.  The  province  of  Logic 
being,  as  we  have  shewn  (Logic),  not  to  1^ 
persons  to  argue  correctly,  as  is  very  commonly 
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supposed,  but  to  teach  them  how  to  judge  of  the 
truth  of  arguments  proposed.  The  function  of 
the  Law  of  Continuity  may,  in  a  general  way,  be 
said  to  be  to  abolish  false  distinctions.  In  the  wider 
sense,  which  we  wish  to  give  it,  as  applied  to  the 
connection  of  the  various  sciences,  its  function  is 
to  judge  by  the  analogy  of  the  acknowledged 
standards  of  reasoning  m  one  science,  whether 
certain  modes  of  reasoning  in  another  are  correct 
or  not. 

We  shall  endeavour  to  shew  that  a  due  appli- 
cation of  the  Law  of  Continuity  in  its  wider  sense 
of  arguing  by  analogy  from  science  to  science,  as 
well  as  by  its  particular  application  within  the 
science  itself,  will  be  sufficient  to  close  for  ever  a 
very  large  portion  of  the  controversies  in  Political 
Economy. 

It  was  a  very  favorite  opinion  of  the  ancient 
philosophers  that  there  was  a  great  chain  of  con- 
tinuity throughout  all  nature.  But  it  was  impos- 
sible for  them  to  perceive  the  full  extent  of  this 
principle,  and  that  the  general  principles  of  the 
reasoning  in  Physical  Science  were  applicable  to 
Moral  Science.  We  have  seen  (Axioms  and 
Definitions)  that  Socrates  was  so  far  from  per- 
ceiving any  connection  between  the  two,  that  he 
expressly  discountenanced  the  study  of  physical 
science,  and  enjoined  his  disciples  to  confine 
themselves  to  the  study  of  moral  Science. 

It  is  one  of  the  transcendant  merits  of  our  im- 
mortal Bacon  to  have  perceived,  and  proclaimed 
with  the  voice  of  a  trumpet,  this  grand  doctrine 
of  the  Continuity  of  the  Sciences.  And  we  must 
be  the  more  earnest  in  defending  th^  just  title  of 
Bacon  to  this  glorious  discovery,  because  the  ad- 
mirers of  another  writer,  recently  deceased,  have 
had  the  preposterous  absurdity  to  claim  for  him 
the  originality  of  this  idea,  (Comte.)  But  we 
have  shown  abundantly  that  Bacon  was  the  true 
discoverer  of  the  doctrine.  With  physical  science 
not  in  a  very  much  better  state  than  it  was  in 
the  days  of  Socrates,  Bacon  not  only  did  not 
discountenance  it,  but  he  had  the  miraculous 
sagacity  to  perceive  that  the  way  to  true  and 
certain  reasoning  in  Moral  Science  lay  through 
Physical  Science.  And  he  complains  bitterly  of 
the  mutual  damage  to  the  sciences  by  their  sepa- 
ration, and  neglect  of  Natural  Philosophy,  which 
ought  to  be  held  as  the  great  nursing  mother  of 
them  all.  We  have  shewn  (Axioms  and  Defi- 
nitions) that  it  is  the  whole  scope  and  purpose 
of  the  Novum  Organum  to  lay  down  fundamental 
principles  for  the  formation  of  Conceptions  and 
Axioms  in  Natural  Philosophy,  and  to  enforce 
the  doctrine  that  the  Conceptions  and  Axioms  of 
the  Moral  Sciences  must  be  framed  by  analogous 
methods.  So  also  in  Valerius  Terminus^  he  says, 
— *«And  it  is  a  matter  of  common  discourse, 
of  the  chain  of  sciences,  how  they  are  linked 
together,  insomuch  as  the  Greelu,  who  had 
terms  at  will,  have  fitted  it  of  a  name  of  circle- 
learning.  Nevertheless,  I  that  hold  it  for  a 
great  impediment  towards  the  advancement  and 
further  Invention  of  knowledge,  that  particular 
arts  and  sciences  have  been  disincorporated  from 
general  knowledge,  do  not  understand  one  and 
the  same  thing  which  Cicero*s  discourse  and  the 
note  and  conceit  of  the  Grecians  in  their  word 
Circle  Learning  do  intend.  For  I  mean  not  that 
use  which  one  science  hath  of  another  for  orna- 
ment, or  help  in  practice,  as  the  orator  hath  of 
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knowledge  of  affections  for  moving,  or  as  military 
science  may  have  use  of  geometry  for  fortifications; 
but  I  mean  it  directly  of  that  tMe  by  way  of  supply 
of  light  and  information^  which  the  particulars  and 
instances  of  one  science  do  yield  and  present  for  the 
framing  or  correcting  of  the  axioms  of  another 
science^  in  their  very  truth  and  notions.  And 
therefore  that  example  of  oculists  and  title  law- 
yers doth  come  nearer  my  conceit  than  the  other 
two ;  for  sciences  distinguished  have  a  dependence 
upon  universal  hnowtec^Cy  to  be  augmented  and 
rectified  by  the  superior  light  thereof;  as  well  as 
the  parts  and  members  of  a  science  have  upon  the 
maxims  of  the  same  science^  and  the  mutual  light 

and  consent  which  one  part  receiveth  from  another^ 

*     »     «    * 

**  And  these  are  no  allusions,  but  direct  commu- 
nities, the  same  delights  of  the  mind  being  to  be 
found  not  only  in  music,  rhetoric,  but  in  moral 
philosophy,  policy,  and  other  knowledges,  and 
that  obscure  m  the  one,  which  is  more  apparent 
in  the  other ;  yea,  and  that  discovered  in  the  one 
which  is  not  found  at  all  in  the  other  ;  and  so  one 
science  greatly  aiding  to  the  invention  and  augment 
tation  of  another.  And  therefore  without  this  inter^ 
eourscy  the  axioms  of  sciences  wUl  fall  out  to  be 
neither  full  nor  true^ 

And,  since  his  day,  hosts  of  eminent  men  have 
proclaimed  the  same  doctrine ;  among  others  Locke 
and  Condillac  (Condillac)  have  strongly  en- 
forced the  necessity  of  precision  and  accuracy  of 
language,  and  said  that  the  moral  sciences  might 
be  brought  to  a  state  of  demonstration  as  well  as 
mathematics,  if  their  language  were  polished  and 
refined,  to  the  same  degi'ee  of  exactness  as  that  of 
mathematics. 

Nay,  among  others  who  have  maintained  this 
doctrine,  is  Mr.  Mill,  in  the  sixth  book  of  his 
Logic ;  for  he  says,  in  the  Table  Of  Contents  to 
that  book,  which  is  on  the  Logic  of  the  Moral 
Sciences, — "The  backward  state  of  the  moral 
sciences  can  only  be  remedied  by  applying  to 
them  the  methoas  of  physical  science,  duly  ex- 
tended and  generalized."  And  at  p.  405,  4th 
edit,  of  his  Logic,  he  says, — "  In  scientific  inves- 
tigation, as  in  all  other  works  of  human  skill,  the 
way  of  attaining  the  end  is  seen,  as  it  were  in- 
stinctively, by  superior  minds,  in  some  com- 
paratively simple  case,  and  is  then,  by  judicious 
generalization,  adapted  to  the  variety  of  complex 
cases.  We  learn  to  do  a  thing  in  diflScnlt  cir- 
cumstances by  attending  to  the  manner  in  which 
we  have  spontaneously  done  the  same  thing  in 
easy  ones. 

"  This  truth  is  exemplified  by  the  history  of 
the  various  branches  of  knowledge  which  have 
successively,  in  the  ascending  order  of  their  com- 
plication, assumed  the  character  of  sciences,  and 
will  doubtless  receive  fresh  confirmation  from 
those,  of  which  the  scientific  constitution  is  yet  to 
come,  and  which  are  still  abandoned  to  the  un- 
certainties of  vague  and  popular  discussion.  Al- 
though several  other  sciences  have  emerged  from 
this  state,  at  a  comparatively  recent  date,  none 
now  remain  in  it,  except  those  which  relate  to 
man  himself,  the  most  complex  and  most  difficult 
subject  of  study  on  which  the  human  mind  can  be 
engaged. 

**  Concerning  the  physical  nature  of  man,  as  an 
organised  being— though  there  is  still  much  un- 
certainty and  much  controversy,  which  can  only 
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be  terminated  by  the  general  acknowledgment  and 
employment  of  stricter  rules  of  induction  than 
are  commonly  recognised;  there  is,  however,  a 
considerable  body  of  truths  which  all  who  have 
attended  to  the  subject  consider  to  be  ftilly  esta- 
blished ;  nor  is  there  now  any  radiccJ  imperfec- 
tion in  the  method  observed  in  this  department  of 
science  by  its  most  distinguished  modem  teachers. 
But  the  laws  of  Mind,  and  even  in  a  greater  de« 
gree  those  of  Society,  are  so  far  having  attained  a 
similar  state  of  even  partial  recognition,  that  it  is 
still  a  controversy  whether  they  are  capable  of 
becoming  subjects  of  science  in  the  strict  sense  of 
the  term ;  and  among  those  who  are  agreed  on 
this  point,  there  reigns  the  most  irreconcilable 
diversity  on  almost  every  other.  Here,  therefore, 
if  anywhere,  the  principles  laid  down  in  the  pre- 
ceding Books  may  be  expected  to  be  useful. 

"  If  on  matters  so  much  the  most  important 
with  which  the  human  intellect  can  occupy  itself, 
a  more  general  agreement  is  ever  to  exist  among 
thinkers ;  if  what  has  been  pronounced  *  the 
proper  jstudy  of  mankind  *  is  not  destined  to  re- 
main the  only  subject  which  philosophy  cannot 
succeed  in  rescuing  from  empiricism, — the  same 
processes,  through  which  the  laws  of  many 
simple  phenomena  have  by  general  acknowledg- 
ment been  placed  beyond  dispute,  must  be  con- 
sciously and  deliberately  applied  to  those  more 
difficult  inquiries.  If  there  are  some  subjects  on 
which  the  results  obtained  have  finally  received 
the  unanimous  assent  of  all  who  have  attended  to 
the  proof,  and  others  on  which  mankind  have  not 
yet  been  equally  successful ;  on  which  the  most 
sagacious  minds  have  occupied  themselves  from 
the  earliest  date,  and  have  never  succeeded  in 
establishing  any  considerable  body  of  truths,  so 
as  to  be  beyond  denial  or  doubt ;  it  is  by  gene- 
ralizing the  methods  successfully  followed  in  the 
former  inquiries,  and  adapting  them  to  the  latter, 
that  we  may  hope  to  remove  this  blot  on  the  fauat 
of  science." 

Will  our  readers  believe  that  Mr.  Mill,  -who 
has  in  the  foregoing  passage  as  clearly  and  dis- 
tinctly affirmed  as  it  is  possible  to  do  that  tiie 
science  of  Society,  and  of  course  Political  Eco- 
nomy as  a  part  of  it,  is  to  be  investigated  on 
analogous  methods  to  those  pursued  in  Natural 
Philosophy,  is  the  same  writer,  who  as  we  have 
shewn  under  Axioms  ahd  Definitions,  §  19,  has 
expressly  asserted  on  the  contrary,  that  Political 
Economy  is  essentially  an  abstract  science,  and 
its  method  the  o  priori  one  P  That  it  must  neces- 
sarily reason  from  assumptions  and  not  from 
facts.  That  the  a  priori  method  is  the  only  one 
by  whiclr  truth  can  possibly  be  attained  in  any 
department  of  the  Social  Science  I  And  he 
anathematises  every  one  else  who  thinks  difie- 
rently. 

"  Can  such  things  be, 
And  overcome  ua  like  a  summer's  cloud, 
Without  our  special  wonder  ? " 

If,  then,  Political  Economy  is  to  be  raised  to 
the  rank  of  an  exact  science,  we  may  say,  arguing 
from  the  general  analogy  of  science,  that  there 
must  be  some  great  body  of  phenomena  connected 
together  by  some  one  principle,  or  idea ;  and  if  it 
is  to  be  of  the  same  wide  and  general  nature  as 
the  other  physical  sciences,  it  must  be  based  on 
Conceptions  and  Axioms  of  the  same  wide  and 
general  nature  that  they  are,  which  must  be 
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capable  of  explaining  all  the  phenomena.  More- 
over, as  the  general  conceptions  and  axioms  in 
Mechanical  Science  not  only  enable  ns  to  attain 
desired  results,  bnt  also  explain  the  causes  of 
Mechanical  catastrophes,  which  can  be  shewn  to 
be  prodnced  bj  violating  the  fundamental  concep- 
tions and  laws  of  Meclmnics,  so  it  is  a  test  of  the 
truth  of  general  Economical  conceptions  and 
axioms,   that  Economical  catastrophes  can  be 

E roved  to  be  the  inevitable  consequence  of  vio- 
iting  these  conceptions  and  laws. 

Now,  with  respect  to  the  general  conception  of 
the  Science  itself,  we  have  mly  explained  under 
the  article  Economy,  Politicai*,  the  phases  of 
opinion  with  regard  to  the  nature  and  extent  of 
the  Science,  and  the  reasons  which  have  made  us 
adopt  the  conception  to  which  the  general  opinion 
of  European  Economists  is  now  gravitating,  that 
it  is  the  Science  of  Commerce,  or  of  Wealth,  and 
that  its  true  function  is  to  investigate  the  Laws 
which  regulate  the  Exchangeable  Relations  of 
Quantities. 

Although  all  Economists  are  now  agreed,  we 
believe,  that  Political  Economy  treats  about 
Wealth,  there  are,  unfortunately,  the  widest  dif- 
ferences of  opinion  as  to  what  Wealth  is,  and  there- 
fore as  to  what  are  the  true  limits  of  the  Science. 
Moreover,  there  is  scarcely  a  single  term  in  the 
subject  whose  meaning  is  agreed  upon  by  writers. 
We  shall  now  endeavour,  by  the  application  of 
the  Principle  of  the  Continuity  of  Science,  and 
the  Law  of  Continuity,  to  shew  that  these  diffe- 
rences of  opinion  may  be  settled  by  the  analogy 
of  other  sciences. 

Arguing,  then,  from  the  analogy  of  physical 
science,  we  may  lay  down  these  fundamental 
canons : — 

I.  The  Ftmdamental  Conceptitnu  and  Axioms  of 
tvery  Science  must  beperfectty  GeneraL 

II.  No  General  Conception  and  no  General 
Axiom  must  contain  a/ny  term  inoolmng  more  than 
one  Fundamental  Idea. 

The  truth  of  this  is  manifest,  because  if  any 
term  involve  more  than  one  fundamental  idea,  it 
limits  the  generality  of  the  Conception,  or  the 
Axiom,  which  is  contrary  to  the  first  Canon. 

Consequently,  if  we  wish  to  bring  Political 
Economy  to  the  state  of  an  exact  science,  we  must 
carefully  examine  all  its  fundamental  Conceptions 
and  Axioms,  and  reduce  them  to  the  state  of  sim- 
plicity and  generality  prescribed  by  the  above 
Canons,  and  hence  if  we  meet  with  Conceptions 
and  Axioms  which  violate  them,  by  containing 
several  ideas,  we  must  apply  the  general  princi- 
ples of  Inductive  Logic  to  discover  which  is  the 
single  true  general  idea,  and  eliminate  all  the 
other  accidental,  or  particular  ones. 

On  the  applicatian  of  the  Law  of  Continuity  to 
determine  the  nature  of  an  Economic  Element^  or 
the  Definition  of  Wealth. 

Every  great  science  is  founded  upon  some  single 
idea,  or  quality,  which  must  be  of  the  most  general 
nature;  and  every  quantity  that  possesses  that 
quality,  is  an  Element  in  that  science,  no  matter 
what  its  nature  be»  or  what  other  qualities  it  may 
possess. 

Thus  every  substance  which  possesses  divers 
qualities  will  be  an  element  in  as  many  sciences 
as  it  has  qualities.  And  single  qjialities  may 
exist  in  quantities  of  the  most  divers  natures. 
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It  thus  happens  that  in  every  science  there  are 
elements  of  the  greatest  possible  diversity  of  form 
and  nature. 

Thus,  the  science  of  Arithmetic,  or  Algebra,  is 
the  science  of  number  or  measure;  and  conse- 
quently whatever  may  be  numbered  or  measured, 
is  an  arithmetical  or  algebraical  element.  Thus, 
quantities  of  the  most  divers  natures  are  brought 
under  the  dominion  of  Algebra,  or  Arithmetic, 
simply  from  their  capability  of  bein^  measured. 

Thus  time,  space,  velocity,  material  substances 
of  all  sorts,  which  have  no  other  property  in 
common  but  the  capability  of  being  measured,  are 
all  algebraical  elements. 

So  the  science  of  Mechanics,  in  its  most  general 
form,  treats  of  forces.  And  these  forces  are  of 
the  most  divers  natures  and  forms,  and  agree  in 
nothing  except  that  their  effects  may  be  measured. 

The  general  definition  of  force  in  Mechanics  is. 
Anything  that  causes^  or  tends  to  cause^  motion. 

Thus,  some  forces  are  incorporeal,  invisible, 
and  intangible,  like  gravity. 

Others  may  be  material  and  corporeal,  like  the 
human  arm,  or  animals,  or  a  stream  of  water. 

So  there  is  the  force  of  the  wind,  and  of  steam. 

Others  are  explosive,  like  gunpowder. 

Now,  all  these  forces  of  the  most  diverse  natures, 
are  all  mechanical  elements,  because  they  all 
satisfy  the  general  mechanical  definition  of  force. 

So  also  in  Chemistry,  which  is  the  science  of 
the  combination  of  bodies,  there  are  elements  of 
the  most  diverse  natures,  solid,  liquid,  and  aeriform. 

Now,  Political  Economy  is  the  science  of  Values, 
or  Exchanges;  and  Economists  are  agreed  that 
the  test  of  wealth  is  its  capability  of  being  ex- 
changed. It  is  exclusively  found^  on  the  idea 
or  conception  of  exchangeability j  and  consequently, 
following  the  analogy  of  every  other  physical  sci- 
ence, WHATBVBB  cau  bc  cxchaugcd  is  an  econo- 
mical element,  whatever  its  nature  be,  material  or 
immaterial,  enduring  or  evanescent. 

We  have,  then,  this  fundamental  conception  in 
Political  Economy,  that  whatever  can  be  ex« 
changed  separately,  is  an  economic  element,  or  an 
article  of  wealth ;  and  the  totality  of  economic 
elements  is  the  wealth  of  a  country,  or  the  domain 
of  Political  Economy. 

The  criterion,  then,  of  an  economic  element  ia 
this : — Can  it  be  valued  ?  Can  it  be  exchanged 
for  anything  separately,  and  independently  of  any- 
thing else? 

This  criterion  may  seem  a  very  simple  one,  and 
we  think  would  meet  with  general  assent;  and 
yet  its  application  requires,  in  many  cases,  a 
knowledge  of  Law  and  Equity,  and  is  the  test 
which  explains  the  fallacy  of  some  of  the  most  plau- 
sible but  fatal  currency  schemes,  which  have  pro- 
duced the  most  terrible  catastrophes  in  the  world. 

Arguing,  then,  from  the  general  analogy  of  the 
other  physical  sciences,  we  should  naturally  ex- 
pect to  find  economic  elements  of  a  great  variety 
of  different  forms  and  natures,  which  shall  possess 
no  quality  in  common,  but  that  of  being  measured 
in  value. 

Thus  we  have,  as  elements  containing  the  prin- 
ciple of  exchangeability,  some  that  are  material 
and  enduring,  some  that  are  material  bnt  perish- 
able, and  some  that  are  material,  and  whose  very 
use  implies  destruction. 

So  there  are  incorporeal  elements,  which  perish 
in  the  using,  like  music,  instruction  of  all  sorts,  kc. 
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There  are  incorporeal  elements,  which  last  only 
a  limited  time,  like  inatmments  of  credit  of  all 
sorts,  copyrights,  patents,  &c. 

There  are  incorporeal  elements,  which  contain 
no  principle  of  decay  in  them  at  idl,  as  the  Fnnds, 
shares  in  commercial  companies  of  all  sorts, 
ground-rents,  the  goodwillof  a  bosiness,  &c. 

Now  each  of  these  is  an  economical  element,  or 
an  article  of  wealth,  as  long  as  it  exists,  and  can 
be  exchanged ;  when  it  ceases  to  exist,  of  coarse 
it  is  no  longer  an  economic  element,  or  wealth. 

The  same  physical  substance  is  an  element  in  as 
many  sciences  as  it  has  qualities.  Thus,  man  is  an 
arithmetical  element,  because  he  can  be  numbered. 

He  is  a  mechanical  element,  because  he  is 
capable  of  exerting  mechanical  force. 

He  is  a  chemical  element,  because  his  body  con- 
sists of  elements  in  combination. 

He  is  an  economical  element,  because  he  is 
capable  of  being  yalned,  either  in  slave  countries, 
where  he  can  be  corporeally  sold,  like  cattle ;  or 
in  free  countries,  where  his  services  of  all  sorts 
can  be  measured  in  money.  The  inhabitants  of  a 
country  are,  therefore,  parts  of  its  w^th,  or,  as 
Adam  Smith  said,  part  of  its  fixed  capital. 

On  the  other  hand,  whatever  cannot  be  mea- 
sured in  value,  is  not  an  economic  element.  Thus, 
time  is  not  an  economic  element,  because  it  cannot 
be  valued,  it  cannot  be  bought  and  sold.  Nor  is 
velocity  an  economic  element ;  but  space  may  be, 
because  space  may  be  bought  and  sold. 

The  Law  of  Continuity  will  enable  us  to  elimi- 
nate the  intrusive  elements,  which  have  some- 
times been  held  to  be  necessary  to  the  definition 
of  wealth.  Thus,  various  writers,  all  admitting 
that  exchangeability  is  a  necessary  quality  of 
wealth,  have  clogged  it  with  other  ideas  as  requi- 
site to  it,  such  as  labour,  materiality,  durability, 
and  utility. 

Now,  with  respect  to  labour,  it  is  perfectly 
imdoubted,  that  cuffering  quantities  of  labour  in 
no  way  whatever  affect  the  values  of  the  same 
qualities  of  articles. 

If  a  man  finds  a  nugget  of  gold  in  ten  minutes, 
and  another  man  takes  twelve  months  to  find  a 
precisely  similar  one,  that  causes  no  difference 
whatever  in  their  value. 

If  a  man  finds  a  diamond,  it  makes  no  diffe- 
rence whatever  in  its  value  whether  it  be  found 
after  the  labour  of  an  hour,  or  a  day,  or  a  week,  or 
a  month,  or  a  year,  or  any  number  of  years.  Hence 
we  see  that  varying  degrees  of  labour  have  no  in- 
fluence on  value,  ifow  the  Law  of  Continuity  says, 
that  that  which  is  true  up  to  the  limit,  is  true  at  the 
limit;  and  as  we  find  that  varying  degrees  of 
labour  do  not  affect  value,  if  we  diminish  the 
labour  to  0,  the  same  doctrine  must  be  true,  and 
hence  we  eliminate  labour  from  the  definition  of 
wealth. 

Moreover,  we  observe  that  there  are  many 
things  which  may  have  any  quantity  of  labour 
bestowed  on  obtaining  them,  and  yet  have  no 
value ;  as,  for  instance,  the  oyster-shell,  in  which 
the  pearl  is  found,  or  the  rubbish  in  which  the 
diamond  is  found,  which  have  no  value,  although 
obtained  with  exactly  the  same  labour  as  the 
pearl  and  the  diamond. 

There  are  also  many  things  which  have  value, 
upon  which  no  labour  at  all  has  ever  been  be- 
stowed, such  as  instruments  of  credit,  space  in 
towns,  &c. 


Hence  we  see  that  LABOum  is  wot  the  Emskcb, 
hut  the  Accn>MMT  of  Wmlltu. 

We  therefore  eliminate  Laboub  from  the 
definition  of  Wealth. 

We  next  observe  that  there  are  things  of  all  sorts 
which  hare  value,  which  have  various  degrees  of 
durability ;  thus,  a  watch  lasts  very  long ;  clodies 
last  a  shorter  time;  food  a  stiU  shorter  time; 
and  hence,  as  that  which  is  tme  np  to  the  Ibnit, 
is  true  at  the  limit,  it  follows  that  the  durability 
of  wealth  may  be  reduced  to  the  least  poaabJe 
time,  and  yet  it  is  wealth. 

Hence,  we  see  that  DnaABiLrrT  is  not  the  Es- 
SEHCB,  hut  the  AcciDBirT  of  Wealth. 

We  therefore  eliminate  Durability  fnxBi  the 
definition  of  Wealth. 

This  at  once  furnishes  an  answer  to  Adam 
Smith  and  Mr.  Mill. 

Smith  says  (Book  TL,  c.  ill.),  that ''  The  labour 
of  a  servant  is  unproductive,  and  adds  to  the 
value  of  nothing ;  but  the  labour  of  the  manufiic- 
turer  fixes  and  realises  itself  in  some  particular 
subject,  or  vendible  commodity,  which  lasts  for 
some  time  at  least,  after  that  labour  is  past^  It 
is,  as  it  were,  a  certain  quantity  of  labour,  stocked 
and  stored  up,  to  be  employed,  if  necessary,  on 
some  other  occasion.    •    *    • 

^*  The  labour  of  some  of  the  most  respectable 
orders  in  the  society  is  like  that  of  menial  ser- 
vants, unproductive  of  any  value,  and  does  not 
fix  or  realise  itself  in  any  permanent  subject,  or 
vendible  commodity,  which  endures  after  Uiat 
labour  is  past,  and  for  which  an  equal  quantity 
of  labour  could  afterwards  be  procured.  The 
sovereign,  for  example,  with  all  the  officers  lK>th 
of  justice  and  war  who  serve  under  him,  the 
whole  army  and  navy,  are  unproductive  labourers. 
They  are  the  servants  of  the  public,  and  are 
maintained  by  a  part  of  the  annual  produce  of 
the  industry  of  other  people.  Their  service,  how- 
ever honourable,  how  useful,  or  how  necessary 
soever,  produces  nothing  for  which  an  eqn^ 
quantity  of  service  can  afterwards  be  procured. 
The  protection,  security,  and  defence  of  the  com- 
monwealth, the  effect  of  their  labour  this  year, 
will  not  purchase  its  protection,  security,  and 
defence  for  the  year  to  come.  In  the  same  class 
must  be  ranked  some  both  of  the  gravest  and  most 
important,  and  some  of  the  most  frivolous  profes- 
sions; churchmen,  lawyers,  physicians,  men  of 
letters  of  all  kinds ;  players,  buffoons,  musicians, 
opera  singers,  opera  dancers,  &c.  The  labour  of 
the  meanest  of  these  has  a  certain  value,  regulated 
by  the  very  same  principles  which  regulate  that 
of  every  other  sort  of  labour;  and  that  of  the 
noblest  and  most  useful  produces  nothing  which 
could  afterwards  purchase,  or  procure  an  equal 
quantity  of  labour.  Like  the  declamation  of  the 
actor,  the  harangue  of  the  orator,  or  the  tune  of 
the  musician,  the  work  of  all  of  them  perishes  in 
the  very  instant  of  its  production." 

Smith  says  that  the  labour  of  soldiers  and 
judges  is  unproductive,  because  the  protection 
and  security  purchased  by  it  this  year,  will  not 
purchase  it  for  the  next  year.  He  might  just  as 
well  have  said  that  those  who  sell  food  of  all 
sorts  are  unproductive  labourers,  because  the 
dinner  which  we  eat,  and  which  supports  us  to- 
day, will  not  support  us  to-morrow;  or  that  a 
tailor  is  an  .unproductive  labourer,  because  the 
clothes  we  wear  out  this  year  will  not  protect  us 
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next  year.  He  has  not  giyen  ns  the  least  notion 
of  how  long  things  must  last  after  thej  are  pro- 
duced, before  they  are  destroyed,  to  entitle  their 
producer  to  be  called  a  productive  labourer. 
Hence  the  degi'ee  <^  durability  is  immaterial, 
hence  by  the  Law  of  Continuiiy  we  may  elimi- 
nate it  altogether. 

The  same  observations  apply  to  Mr.  MUl.  He 
tells  us  at  page  8,*  vol.  i.,  that  ^*'  Everything  forms 
ikerefore  a  part  of  wealthy  which  has  a  power  of 
purchasings^ — a  definition  which  is  perfectly  un- 
exceptionable, and  is,  in  ikct,  the  true  one.  Now 
this  definition  is  manifestly  perfectly  general,  and 
therefore,  according  to  it,  everything,  no  matter 
what  its  nature  be,  for  which  anything  can  be 
had  in  exchange,  is  Wealth.  This,  manifestly, 
is  contrary  to  Smith's  notion  in  the  last  extract, 
for  as  the  labour  of  the  soldiers,  judges,  musi- 
cians, &c.,  is  paid  for,  and  therefore  has  power  of 
purchasing,  it  must  be  wealth.  But  at  page  59 
of  the  same  volume,  when  he  comes  to  enumerate 
what  he  considers  to  be  Wealth,  he  says  that 
utilities  produced  by  labour  are  of  three  sorts ; 
utilities  fixed  and  embodied  in  outward  objects ; 
utilities  fixed  and  embodied  in  human  beings; 
and  lastly,  utilities  not  fixed  or  embodied  in  any 
object,  but  consisting  in  a  mere  service  rendered. 
He  then  says,  ^'  Utilities  of  the  third  class,  con- 
sisting in  pleasures  which  only  exist  while  being 
enjoyed,  and  services  which  only  exist  while 
being  performed,  cannot  be  spoken  of  as  wealth, 
except  by  an  acknowledged  metaphor.  It  is 
essential  to  the  idea  of  wealth,  to  be  susceptible 
of  accumulation ;  thinss  which  cannot,  after  be- 
ing produced,  be  kept  fer  some  time  before  being 
usec^  are  never,  I  think,  regarded  as  wealth,  since 
however  much  of  them  may  be  produced  and 
enjoyed,  the  person  benefited  by  them  is  no  richer, 
is  nowise  improved  in  circumstances.  But  there 
is  not  so  distinct  a  violation  of  usage  in  consider- 
ing as  wealth  any  product  which  is  both  useful 
and  susceptible  of  accumulation.  The  skill,  and 
tibe  energy,  and  perseverance  of  the  artisans  of 
a  country,  are  reckoned  part  of  its  wealth,  no  less 
than  their  tools  and  machinery.  According  to 
this  definition  we  should  regard  all  labour  as  pro- 
ductive, which  is  employed  in  creating /^^rmon^n/ 
utilities,  whether  embodied  in  human  beings,  or 
in  any  other  animate  or  inanimate  objects.*' 

It  is  quite  clear  that  this  last  extract  is  incon- 
sistent with  Mr.  Mill's  own  definition  of  wealth, 
which  was  perfectly  general.  For  here  he  has 
introduced  the  limitation  that  wealth  must  be 
susceptible  of  accumulation.  But  here  he  does 
not  say  what  is  the  degree  of  permanence  which 
objects  must  possess  to  be  called  wealth.  Is  it 
to  be  a  minute,  or  an  hour,  or  a  day,  or  a  month, 
or  a  yeai'?  The  durability  of  a  minute  will 
satisfy  Mr.  Mill's  requirement  of  **  some  time," 
as  well  as  a  year.  And  therefore,  by  the  Law  of 
Continuity^  we  eliminate  durability  altogether. 

But  the  fact  is,  that  Socrates,  with  his  strong 
common  sense,  settled  the  matter  22  centuries 
ago.  In  the  Dialogue  of  iEscHiKss  Socbaticus, 
which  we  have  given,  the  question  discussed  was. 
What  was  wealth?  And  Socrates  rightly  de- 
cides, that  whatever  will  purchase  anyuiins  else 
is  wealth.  He  says  that  if  a  man  gains  his  living 
by  giving  instruction,  that  instruction  is  as  much 
we^th  as  gold  or  silver.  Thus  we  see  that  the 
principles  of  Inductive  Logic  and  Socrates  are  in 


complete  harmony  with  each  other.  We,  there* 
fore,  altogether  reject  the  notion  that  any  degree 
of  permanence  is  necessary  to  wealth. 

With  respect  to  materiality,  we  cannot  apply 
the  Law  of  Continuity  to  that,  because  there  are 
not  various  degrees  of  materiality.  A  quantity 
is  either  wholly  material  or  wholly  immaterial, 
and  cannot  pass  from  one  state  into  the  other. 
But  as  there  are  enormous  masses  of  incorporeal 
property,  which  are  bought  and  sold  every  day, 
just  the  same  as  corporeal  property,  that  is  quite 
sufficient  to  eliminate  materiality  from  the  con- 
ception of  wealth. 

•  With  respect  to  utility,  that  is  so  vague  and 
uncertain,  that  it  is  impossible  to  say  what  it  is. 
There  is  no  such  thing  as  absolute  utility.  It 
entirely  depends  upon  the  individual.  It  Is 
simpler  to  say  that  what  people  want  and  will  pay 
for,  is  useful,  or  wealth. 

We  therefore  eliminate  all  intrusive  elements, 
and  finally  have  exchangeability,  as  the  sole  idea 
of  wealth.  Moreover,  a}l  degrees  of  exchange- 
ability are  excluded  by  the  same  Law  of  Conti" 
nuiiv.  If  a  thine  is  exchangeable  at  all,  it  is 
wealth,  quite  independently  of  the  area  of  its 
exchangeability.  There  is  probably  nothinfi^ 
which  has  universal  exchangeability.  Place  gold 
money  in  a  position  where  it  ceases  to  be  ex- 
changeable, and  it  is  not  wealth.  What  use 
would  a  bag  full  of  sovereigns  be  among  the  Red 
Indians,  or  in  the  centre  of  Africa  ?  Hence,  if  a 
thing  possesses  the  lowest  degree  of  exchange- 
ability, it  is  wealth.  This  doctrine  is  of  great 
impoi*tance  in  the  subject  of  Credit;  because  there 
are  enormous  masses  of  credit  which  never  per- 
form more  than  a  single  exchange,  and  yet  they 
are  to  be  accounted  as  wealth,  as  much  as  more 
general  forms  of  credit.  In  fkct,  probably  the 
largest  portion  of  the  circulating,  or  purchasing, 
power  of  this  country  consists  of  credit,  which 
never  moves  but  once. 

These  considerations  shew  that  vast  quantities 
of  property  must  be  brought  into  Political  Eco- 
nomy, which  have  never  been  alluded  to  in  any 
English  work  on  the  subject,  such  as  Copyright, 
Patents,  Annuities  of  all  sorts,  which  quite  over- 
throw many  doctrines  which  are  considered  as 
fundamental. 

AppiicaJtUm  of  the  Law  of  Continuity  to  settle  the 
Definiiion  of  Consumption, 

The  Law  of  Continuity  may  be  very  exten- 
sively used  to  settle  most  of  the  other  fundamental 
conceptions  of  Political  Economy.  Thus,  we 
may  use  it  to  eliminate  the  intrusive  element 
from  the  Definition  of  Consumption.  That  word 
is  used  frequently  to  mean  destruction.  But 
things  which  are  purchased,  are  of  all  degrees  of 
destructibility,  from  infinity  downwards.  Hence, 
as  the  word  "  consumers  "  is  taken  to  mean  pur- 
chasers, whether  the  thing  purchased  be  destruc- 
tible or  not,  it  is  quite  clear  that  destructibility 
is  the  intrusive  element,  and  that  the^  true 
economic  meaning  of  consumption  is  simply 
purchase. 

Application  of  the  Law  of  Continuity  to  determine 
the  Definition  and  Limits  of  the  Currency, 

W«  shall  now  treat  of  a  veiy  important  appli- 
cation of  the  Law  of  Conftntt%— namely,  to 
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examine  the  controTersies  regarding  the  definition 
of  currency. 

The  controversies  as  to  what  shonld  be  included 
nnder  the  term  '*  cnrrency/'  had  not  began  in 
Adam  Smith's  day,  and  consequently  he  does  not 
discuss  the  point.  But  it  is  quite  clear  from  his 
work,  that  he  included  all  forms  of  paper  credit 
vnder  the  term  money,  or  currency. 

In  Book  n.,  c.  i.,  he  classes  as  floating  capitid, 
the  MoMBT  by  means  of  which  things  are  distri- 
buted to  their  proper  consumers.  He  then  treats 
paper  money  as  in  all  respects  the  same  as  gold 
and  silver  for  economical  purposes.  He  says — 
(Book  II.,  c.  ii.) — "  There  are  several  different 
sorte  of  paper  money ;  but  the  circulating  notes  of 
banks  ana  bankers  are  the  species  which  is  best 
known,  and  which  seems  best  adapted  for  this 
purpose."  Here  he  expressly  says,  there  are 
other  sorts  of  paper  money,  which  perform  the 
ftinction  of  circulation,  besides  bank  notes.  Now, 
what  are  these  other  sorts  but  bills  of  exchange 
and  other  forms  of  credit  ?  He  then  shews  that 
bank  notes  serve  all  the  purposes  of  money. 
And  how  can  one  species  of  debts  be  currency 
and  others  not  ?  In  Book  III.,  c.  i.,  he  speaks 
of  the  commerce  which  is  can*ied  on  by  every 
civilized  society,  between  the  inhabitants  of  the 
town  and  the  country.  *'  It  consists  of  the  ex- 
change of  rude  for  manufactured  produce,  either 
immediately  or  by  the  intervention  of  money,  or 
of  some  sort  of  paper  which  represents  money,** 
]Now,  as  bills  of  exchange  perform  the  greatest 
part  of  these  exchanges,  it  is  perfectly  clear  that 
Smith  considered  them  as  part  of  the  money  or 
currency  of  the  country. 

We  think,  therefore,  that  it  is  perfectly  certain 
from  these,  as  well  as  many  other  passages  that 
might  be  cited,  that  Smith  clearly  meant  that  all 
forms  of  credit  were  part  of  the  currency.  And 
this  continued  to  be  the  opinion  of  the  great  majo- 
rity of  writers  and  speakers,  as  is  fully  shewn 
under  the  word  CuaaBxcT,  till  a  comparatively 
recent  period. 

In  recent  times,  however,  a  different  opinion 
has  been  adopted  by  an  influential  sect  in  this 
country.  This  doctrine  began  to  appear  before 
the  Committee  on  the  Bank  Charter  Act  in 
1832,  and  still  more  strongly  before  that  of  1840. 
They  exclusively  limit  the  term  currency  to 
Bank  Notes  payable  on  demand  only,  and  rigor- 
ously exclude  all  other  forms  of  paper  credit 
from  that  term ;  and  they  maintain  that  there  are 
certain  laws  which  apply  to  Bank  Notes,  payable 
on  demand,  and  not  to  other  forms  of  credit. 

This  opinion  they  support  by  certain  legal 
reasons,  which  we  shall  not  investigate  here,  as 
that  is  fully  done  under  Currency.  We  shall 
merely  apply  the  Laiv  of  Continuity  to  ascertain 
whether  this  distinction  is  tenable  or  not. 

The  fundamental  conception  of  a  Currency 
which  we  have  obtained  (Cubrbmct),  at  once 
shews  the  untenable  nature  of  this  distinction.  We 
have  shewn  that  Aristotle  gave  the  true  concep- 
tion of  a  currency,  that  it  is  a  pledge  that  we  may 
effect  a  future  exchange.  It  is,  in  fact,  the  repre- 
sentative of  debt,  or  of  services  due,  and  for 
which  no  equivalent  has  been  received.  And 
this  pledge  may  either  be  in  the  material  and 
general  form  of  money,  which  is  only  the  highest 
and  most  general  form  of  Credit,  or  it  may  be  in 
the  incorporeal  and  particular  form  of  Credit, 
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whether  expressed  on  paper  or  not.  Now  H  is 
perfectly  clear  that  there  can  be  no  distinctioii  in 
principle  between  a  debt  promised  to  be  paid  ooe 
year  hence,  or  eleven  months  hence,  or  t^  montlis 
hence,  or  one  montii  hence,  or  a  week  hence,  or  a 
day  hence. 

Hence  it  is  clear  that  the  different  degrees  of 
the  distance  of  payment  do  not  affiect  the  natmre 
of  the  thing.  Therefore,  by  the  Law  of  Comimmiig, 
that  which  is  true  up  to  the  limit  is  tme  at  the 
limit;  if  we  diminish  the  postponement  of  tlM 
payment  to  0,  it  is  quite  dear  that  it  cannot 
affdct  the  nature  of  the  instrument.  Henee  there 
can  be  no  possible  distinction  in  principle  between 
notes  payable  at  any  date  after  oemand,  aad  those 
pavable  on  demand. 

Nor  can  a  debt  in  one  f(Min  be  different  in 
its  nature  from  a  debt  in  another  form,  hence  a 
promise  to  pay  cannot  be  different  in  kind  from 
an  acceptance,  because  they  are  both,  in  fiact^  en« 
gagements  to  pay. 

Hence  there  is  no  distinction  in  kind  between 
Bills,  or  Notes,  payable  after  date,  or  on  demand. 

The  palpable  absurdity  of  supposing  that  there 
is  any  distinction  in  principle  between  notes  pay- 
able on  demand,  and  after  a  certain  date,  will 
appear  still  more  strongly  if  we  take  a  particQlar 
case.  It  used  to  be  the  custom  of  country  banks 
in  this  country  to  issue  notes  payable  at  certain 
dates  after  demand,  for  the  sake  of  protecting 
themselves  firom  a  sudden  demand  for  gold,  when 
communication  with  the  metropolis  was  slow. 
In  some  districts  these  notes  were  payable  20 
days  after  demand.  Now,  the  express  doctrine 
of  the  sect  above  alluded  to,  excludes  these  notes 
from  the  term  currency.  Now  these  notes  passed 
from  hand  to  hand,  and  circulated  goods  just  in 
the  same  way  as  if  they  were  payable  on  demand. 
And  we  may  ask, — If  they  were  not  current, 
what  were  they?  Moreover,  they  became  cur- 
rency on  the  day  they  became  payable.  Now, 
of  course  they  were  only  payable  during  business 
hours.  So  we  have  this  consequence : — ^During 
the  19  days  they  were  circulating,  they  were  not 
currency.  They  were  not  currency  until  the  fint 
stroke  of  the  clock  at  which  the  bank  doors  woe 
opened.  At  the  last  stroke,  when  the  bank  doors 
were  opened,  they  were  payable  on  demand ;  and 
then,  at  one  stroke  of  the  clock,  in  the  twink- 
lii^  of  an  eye,  they  were  suddenly  transmuted 
into  currency  I  Being  something  before,  of  which 
we  have  no  knowledge,  in  a  single  instant  they 
changed  their  nature,  and  became  currency! 
Can  the  force  of  absurdity  go  iiirther  ?  Hence 
we  see  that  the  Law  of  Continuity  entirely  anni- 
hilates the  false  distinction  which  has  been 
erected  between  different  forms  of  paper  credit 

Application  of  the  Law  of  Continuity  to  Ricardo^s 
bistinction  between  Fixed  and  Floating  CapitaL 

Adam  Smith  has  divided  Stock  into  two  fun- 
damentally distinct  portions:  one,  which  the 
owner  uses  directly  for  himself,  which  he  calls 
revenue;  the  other  which  he  employs  for  the 
purpose  of  profit  or  production,  which  he  calls 
capital.  And  in  this  distinction  he  has  been 
followed  by  nearly  every  other  JBconomist.  The 
distinction  is  manifestly  a  just  one,  and  founded 
in  nature ;  because  the  one  is  a  stationary  quan- 
tity, and  the  other  is  an  increasing  one.  Mr. 
McCuUoch,  it  is  true,  has  objected  to  this,  and 
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denominates  capital  the  aocnmnlation  of  existing 
products.  (Capitai^  §  31.)  Bat  he  has  evidently 
missed  the  trae  ground  of  the  distinction  which 
is  founded  in  nature. 

Now  we  see  that  Smith  makes  the  distinction 
between  Capital  and  Revenue  to  consist  exclu- 
sively in  the  method  of  using  the  thing,  or  to 
reside  in  the  mind  of  its  owner,  and  not  to  be 
anything  inherent  in  the  thing  itself. 

But  Smith  has  further  subdivided  Capital  itself. 
And  his  distinction  is  an  exact  analogy  with  his 
distinction  between  Capital  itself  and  Revenue, 
namely — it  is  according  to  the  method  of  using 
the  thing,  and  not  according  to  the  nature  of  the 
thing  itself.  He  divides  Capital  into  Fixed  and 
Floating;  the  former  being  Capital  which  re- 
mains m  possession  of  the  Capitalist,  and  from 
which  he  only  makes  a  profit  by  its  use;  the 
latter  being  that  which  passes,  or  floats  away 
from  him  altogether,  and  whose  value  only  is 
replaced  to  him  by  the  purchaser.  Now  this 
distinction  is  by  no  means  futile  or  unnecessary ; 
it  is  attended  by  very  important  consequences. 
As,  for  instance,  the  too  rapid  conversion  of  float- 
ing into  fixed  Capital  may  be  productive  of  very 
serious  inconvenience  to  a  country. 

Ricardo,  however,  has  totally  missed  the  true 
nature  of  Smithes  distinction  between  fixed  and 
floating  capital,  and  has  introduced  what  Mr. 
Senior  has  aptly  termed  a  cross  distinction.  He 
says  (Principle*  of  Political  Economy  and  Taxa- 
tion^ 3rd  edit.,  p.  26,)  ^'According  as  Capital  is 
rapidlv  perishable,  and  requires  to  be  frequently 
reproduced,  or  is  of  slow  consumption,  it  is  classed 
nnder  the  heads  of  circulating,  or  of  fixed  capital." 
Now  this  is  a  distinction  of  a  totally  dlfierent 
nature  from  that  of  Smith,  because  it  makes  the 
distinction  reside  in  the  nature  of  the  thing  itself. 
Moreover,  as  Ricardo  says  in  a  note  to  this  very 
passage,  ^  A  division  not  essential,  and  in  which 
the  line  of  demarcation  cannot  be  accurately 
drawn.**  This  last  expression  is  perfectly  true. 
Capital  is  of  all  decrees  of  perishability,  and 
where  is  the  exact  line  to  be  drawn  between 
fixed  and  floating  capital  ?  At  what  degree  of 
perishability  does  one  shade  into  the  other  ?  The 
Law  of  Comiinuity  shews  there  can  be  no  such 
point.  The  distinction  is  therefore  a  false  ooe. 
The  true  distinction  lies  in  the  method  of  use,  and 
not  in  the  degree  of  perishability.  It  is  quite 
clear,  that  if  we  take  Ricardo*s  distinction,  the 
expression  of  converting  floating  into  fixed  capital, 
becomes  absolute  nonsense;  whereas,  when  it  is 
referred  to  method  of  use,  it  is  intelligible  and  of 
great  importance. 

Application  of  the  Law  of  Continuity  to  the 
Ricardian  System  of  Political  Economy. 

We  have  shewn  that  Condillac  published  a 
treatise  in  the  same  year  as  the  Wealth  of  Na- 
tions  appeared,  in  which  he  treated  Economic 
Science  as  the  Science  of  Commerce,  or  of  Ex- 
changes, and  this  is  the  conception  of  it,  which 
is  now  becoming  general  among  modern  econo- 
mists. Condillac  having  formed  this  conception 
of  it,  instinctively  from  the  analogy  of  Physical 
Science,  never  supposed  it  possible  that  there 
could  be  more  than  one  general  Theory  of  Value. 
He  shews  that  all  variations  of  value  are  caused 
by  variations  in  the  intensity  of  the  demand  and 
the  quantity  of  the  supply.    This  treatise,  how- 


ever, was  generally  neglected,  and  Smith's,  which 
was  published  the  same  year,  shortly  attained 
universal  celebrity,  and  became  the  principal 
work  on  the  subject. 

Ricardo,  the  next  most  influential  writer  in  this 
country,  has  nowhere  expressly  stated,  what  his 
conception  of  the  Science  was.  But  it  is  clear 
from  his  work,  that  the  idea  of  it,  which  was 
floating  in  his  mind,  was  the  same  as  that  of  Con- 
dillac. And  this  view  is  now  becoming  general 
among  economists,  and  in  accordance  with  this 
conception,  it  may  be  defined  to  be  the  Science 
which  treats  of  the  Laws  which  Regulate  theEx- 
changeable  Relations  of  QMontities.  The  ex- 
changeable relation  of  any  two  quantities  what- 
ever, being  denominated  their  value  with  respect 
to  each  other. 

The  object,  then,  of  Political  Economy  is  to 
ascertain  the  Laws  of  Value. 

Assuming  this  to  be  the  case,  let  A  and  B  be 

any  two  quantities  whatever,  supposed  perfectly 

general,  it  is  quite  clear  that  their  exchangeable 

relations  are  contained  in  the  following  limits  :— 

•        00  A     —    OB 

&c.     -»    &c. 

2A     ^    jB 

A       mm  B 

jA     «»    2B 

&C.  BS  &C. 

OA     »   ooB 

That  is  where  the  exchangeable  relation  be- 
tween A  and  B  gradually  and  continuously 
changes,  from  where  the  greatest  possible  quantity 
of  A  will  exchange  for  the  least  possible  quantity 
of  B,  to  where  the  least  possible  quantity  of  A 
will  exchange  for  the  greatest  possible  quantity 
ofB. 

Now,  the  Law  of  Continuity,  as  stated  by  Dr. 
Whewell'  C^ov.  Org.  Renov.,  ;>.  221),  says: — 
**  That  a  quantity  cannot  pass  from  one  amount  to 
another  by  any  change  of  conditions,  without  pass- 
ing  through  all  intermediate  degrees  of  magnitude^ 
according  to  the  intermediate  conditions*^ 

He  also  says,  p.  223,  '<  The  evidence  of  the  Law 
of  Continuity  resides  in  the  universality  of  those 
ideas  which  enter  into  our  apprehension  of  Laws  of 
Nature.  When,  of  two  quautitits,  one  depends 
upon  the  other,  the  I^aw  of  Continuity  necessarily 
governs  this  dependence.  Every  philosopher  has 
the  power  of  applying  this  law,  in  proportion  as 
he  has  the  faculty  of  apprehending  the  ideas 
which  he  emploj^s  in  his  iuductioj,  with  the 
same  clearness  and  steadiness  which  belong  to 
the  fundamental  ideas  of  quantity,  space,  and 
I  number.  To  those  who  possess  this  faculty,  the 
law  is  a  rule  of  very  wide  and  decisive  appli- 
cation. Its  use  is  seen  rather  in  the  disproof  of 
erroneous  views,  and  in  the  correction  of  false 
propositions,  than  in  the  invention  of  new  truths. 
It  is  a  test  of  truth  rather  than  an  instrument  of 
discovery,**  which  is  the  true  function  of  all  logic. 

Now,  before  we  examine  any  pai'licular  laws 
which  have  been  proposed  as  regulating  particular 
cases  of  value,  we  may  affirm,  by  virtue  of  the 
Law  of  Continuity : — 

I.  That  if  it  can  be  indubitably  proved  that  ant 
particular  law  holds  good  at  ant  one  point  in  the 
range  of  prices,  that  same  law  must  necessarily 
hold  good  at  aja,  points  throughout  the  whole  range 
of  prices. 

II.  That  as  the  symbols  A  and  B  are  perfectly 
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general,  ifAtrr  law  whaiever  can  he  proved  to  hold 
good  in  the  variaiion*  of  the  exchangeable  rektOone 
of  ANT  tu30  quantitiee  whatever^  that  same  law 
mtut  necessarily  hold  good  in  the  exchangeable 
relations  of  hiA*  quantities  whatevor. 

Thus,  by  the  Law  of  Contintaty  we  are  enabled 
to  affirm  :•— 

That  ifAsr  law  whatever  can  he  proved  to  he 
true  at  Airr  one  point  in  the  range  of  prices,  he* 
tween  aht  two  quantities  whatever,  that  same  law 
must  he  necessarily  true  at  ai^l  points  in  the  range 
of  prices,  and  betioeen  all  quantities  whatever. 

xhns  we  affirm  by  yirtae  of  the  Principle  of 
the  Continnity  of  Science,  and  argnlng  firom  the 
analogy  of  every  other  physical  science,  that, 
however  varied  and  complicated  the  different 
phenomena  of  valne  may  appear  to  be,  there  can 
by  no  possibility  be  more  than  one  grand  general 
Theory  of  Value,  whatever  it  may  be. 

Now  in  the  progress  of  the  different  Physical 
Sciences,  different  opinions  have  been  held  as  to 
which  was  the  true  general  Theory  of  the  Science. 
But  no  one  ever  dreamt  of  supposing  that  it  could 
be  built  on  more  than  one  general  thevy,  or  be- 
lieved in  two  fundamentally  distinct  theories  at 
the  same  time.  In  Astronomy  there  have  been  the 
Theory  of  Ptolemy,  and  the  Theory  of  Tycho 
Brahe,  and  the  Theory  of  Ck>pernicus,  all  of 
which  may  have  had  their  admirers.  But  no  one 
ever  dreamt  of  believing,  or  being  required  to 
believe,  in  all  these  different  theories  at  the  same 
time.  No  one  ever  wrote  a  Treatise  on  Astro- 
nomy, in  which  one  chapter,  or  class  of  pheno- 
mena, was  explained  by  the  Theory  of  Ptolemy, 
another  class  of  phenomena  by  the  Theory  of 
Copernicus,  and  another  class  of  phenomena  by 
the  Theory  of  Tycho  Brahe,  and  three  or  four 
other  classes  of  phenomena  by  as  many  different 
theories. 

So  in  Optics,  there  have  been  the  Emission 
Theory  and  the  Wave  Theory,  both  of  which 
have  had  their  supporters.  But  neither  party 
ever  thought  it  possible  to  believe  in  both  theo- 
ries at  once,  or  ever  dreamt  of  writing  a  Treatise 
on  Optics,  in  which  one  class  of  phenomena  was 
explained  by  one  theory,  and  another  class  by  the 
other  theory. 

So,  throughout  the  range  of  Physical  Science, 
every  one  knows  that  it  is  the  very  object  of 
induction  to  obtain  the  one  general  theory  which 
lies  at  the  base  of  all  the  phenomena.  To  sup- 
pose that  any  Physical  Science  could  be  based  on 
a  multitude  of  conflicting  theories,  would  be 
enough  to  make  the  hair  of  every  Physicist  stand 
on  end. 

And  yet  this  is  exactly  what  Ricardo  does. 
His  conception  of  the  nature  of  the  Science  is 
perfectly  just,  and  agrees  with  that  of  Condillac, 
But  Condillac  never  supposed  that  there  could  be 
more  than  one  general  Theory  of  Value,  and  he 
shews  that  all  variations  of  Value  are  reducible  to 
this  single  general  principle.  But  how  does 
Kicardo  proceed  ? 

In  the  flrst  place,  there  are  gigantic  masses  of 
property  which  are  not  even  mentioned  in  his 
work.  But  in  the  comparatively  small  portion 
of  wealth  he  does  treat  of,  he  says  that  in  one 
class  of  cases,  the  Value  of  things  are  governed 
by  the  Law  of  Supply  and  Demand ;  in  another 
class  of  cases,  by  the  Cost  of  Production  of  the 
thlDgs  themselves ;  in  a  third  class  of  cases,  by 


the  Coet  of  Prodnetion  of  the  last  qiumtity 
in  a  fourth  class.  Wages,  by  a  different  law  alto- 
gether. SiHneof  his  followers  have  introdiieed 
another  Law  of  Value  for  a  class  of  cases  not 
mentioned  by  him ;  and  if  we  take  into  conaidoa- 
tion  that  enormous  mass  of  wealth  of  wboae  exist- 
ence he  does  not  appear  to  be  aware,  it  is  neoessaiy 
to  have  at  least  six — probably  many  more — dis- 
tinct and  contradictory  Theories  of  Valae  to  ooo- 
struct  the  Science  of  Economics ! 

But,  more  than  that,  in  chap,  xxx.,  he  admits 
that  the  law  of  Supply  and  Dewumd  regulates  the 
prices  of  all  commodities  for  a  limited  period, 
and  then,  at  some  particulai'  point,  it  aaddenly 
changes  into  the  law  of  CoH  of  ProdMctioni  and 
then,  as  price  continues  to  change,  it  then  sud- 
denly goes  back  agun  to  the  law  of  Stgipfy  and 
Demand, 

That  is  to  say,  that  while  a  quantity  is  nnda-- 
going  a  continuous  change  of  magnitude,  it  is 
subject  to  a  certain  law  up  to  one  point,  at  which 
it  is  subject  to  a  totally  distinct  law.  As  soon, 
then,  as  it  has  passed  through  this  point,  it  sod- 
denly  becomes  subject  to  the  other  law,  and 
continues  so  during  all  the  remainder  of  its 
changes  of  magnitude.  At  the  very  statement  of 
such  a  doctrine,  it  would  be  instantly  coadenmed 
by  every  Physicist. 

But  BIcardo  had  before  him  what  every  man 
of  science  will  see  to  be  the  true  law,  and  yet  he 
failed  to  recognise  its  universality.  He  quotes 
from  a  work  of  Lord  Lauderdale's,  entitied  An 
Inquiry  into  the  Nature  and  Origin  of  Public 
Wealth,  which  contains  little  else  of  any  wiRth, 
what  is  clearly  the  true  general  law  of  Political 
Economy. 

Lord  Lauderdale  says,  p.  12,  that  of  two 
quantities  which  may  each  vary,  if  we  suppose 
the  variation  to  take  place  in  one  of  them  first, 
the  other  remaining  the  same,  its  valne  would  be 
.influenced  by /our  causes : — 

It  would  increase  in  value — 

(1.)  From  a  Diminution  of  Quantity. 
(2.)  Frnm  an  Increase  of  Demand, 

It  would  diminish  in  value — 
(1.^  From  an  Increase  of  Quantify. 
(2,)  From  a  Diminution  of  Demand. 

Now,  as  the  variations  of  the  other  quantity 
wUl  be  influenced  by  the  same  four  causes,  it  is 
quite  clear  that  the  variations  of  both  quantities 
will  be  influenced  by  sight  independent  causes, 
and  if  the,se  be  connected  in  the  form  of  an  alge- 
braical equation,  that  will  be  manifestly  the  true 
general  equation  of  Political  Economy. 

Such  a  general  equation  must  manifestly  com* 
prehend  the  whole  science ;  and  as  it  contains  no 
less  than  biort  independent  variables,  it  at 
once  shews  the  extremely  complicated  nature  of 
the  science. 

Now,  Ricardo  admits  it  to  be  true  for  all 
monopolized  commodities,  and  for  all  others 
during  a  limited  period.  But  his  want  of  training 
in  Inductive  Science  prevented  him  from  seeing 
that  if  it  be  true  in  any  one  case,  it  must  be  true 
in  all. 

The  fact  is,  that  the  Law  of  Supply  and  De- 
mand,  of  which  the  above  extract  from  Lord 
Lauderdale  is  the  full  expression,  is  admitted  by 
all  Economists  to  be  true  when  the  price  of 
things  is  very  low,  and  it  is  also  admitted  to  be 
true  when  the  price  is  very  high.    No  other  law 


H 


COOK. 


GOPM. 


551 


wfaateyer  bat  that  of  Suppfy  and  Demand  operates 
at  the  extremes  of  price;  and,  therefore,  it  is 
manifest,  by  the  Zato  of  Continuity^  that  all  inter- 
mediate prices  must  be  governed  solely  by  the 
same  Law  of  Supply  and  Demand.  The  Law  of 
ConHnuOy,  tbererore,  proves  that  all  the  proposed 
distinctions  of  different  classes  of  cases  are  utterly 
false,  and  to  be  rejected  from  a  tme  scientific 
treatment  of  the  science. 

It  is  quite  manifest  that  the  above  is  the  trne 
general  equation  of  Political  Economy,  and  the 
whole  science  must  be  constructed,  taking  that 
equation  as  the  basis. 

In  obtaining  this  general  expression,  we  have 
followed  the  method  usual  in  all  physical  science. 
We  have  obtained  the  Independent  Variahles^  and 
they  are  connected  in  a  Greneral  Law,  or  Formula. 
This  insures  certainty  in  the  Science.  But  it  is 
in  the  last  point  that  the  real  difScnlty  arises, 
namely,  in  giving  j^«cMion,  or  numerical  amounts, 
to  i^^'Coefficienis.  It  is  difficult,  probably  impos- 
sible to  say,  what  numerical  variations  in  supply 
and  demand  produce  certain  numerical  variations 
in  price.  This  has  been  attempted  in  some  cases, 
as  that  of  com,  but  it  is  manifestly  impossible  to 
obtain  exact  numerical  data. 

It  is  this  difficulty,  or  rather  let  us  say  the 
entire  impossibility  of  giving  exact  numerical 
values  to  the  coefficients,  that  makes  many  writers 
suppose  it  impossible  to  make  Political  Economy 
an  exact  Science.  Thus  Professor  Caimes,  com- 
menting upon  a  foimer  statement  of  ours,  shewing 
why  Political  Economy  might  be  made  an  exact 
science,  says  that  for  a  science  to  be  an  ^*  exact** 
one,  it  is  necessary  that  its  laws  be  capable  of 
precise  quantitative  statement.  This,  however,  is 
an  error  which  has  been  specially  noticed  by 
Comte  (Comtb),  who  well  points  out  the  diffe- 
rence between  certainty  and  precision  in  science. 
To  constitute  an  exact  science,  it  is  not  necessary 
that  the  precise  numerical  laws  can  be  ascer- 
tained, but  only  that  the  reasoning  be  exact  or 
certain.  In  Political  Economy  the  causes  of  phe- 
nomena can  be  ascertained  with  positive  cer- 
tainty, and  if  we  want  to  produce  any  given  effect, 
the  proper  method  of  producing  it  can  be  pointed 
out  with  absolute  certainty.  This  is  all  that 
is  necessary  to  constitute  it  an  exact  science, 
because  the  method  of  producing  the  result  being 
pointed  out  with  certainty,  it  may  be  followed 
until  the  required  result  is  produced. 

These  examples,  out  of  many  which  might  be 
adduced,  will  serve  to  shew  how  the  ordinary 
principles  of  Inductive  Logic  may  be  used  to 
decide  controversies,  both  as  to  the  Conceptions 
and  the  Axioms  of  Political  Economy. 
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COFTSIOHT  is  the  name  of  acertain  species 
of  incorporeal  property. 

It  is  the  exclusive  right  of  receiying  the  profits 
from  pnblishing  and  selling  works  of  literatore 
and  art. 

We  have  folly  explained  under  Cbbdit  and 
Fbopbbtt,  that  property  is  a  right  residing  in 
the  person,  and  that  there  may  be  property  in 
things  which  already  exist,  and  also  property  in 
things  which  will  only  come  into  existence  at  a 
future  period.  The  former  is  usually  called  corpo- 
real property,  and  the  latter  incorporeal  property. 

Thus  there  may  be  property,  or  the  exclusive 
right,  to  use  a  manuscript,  or  a  printed  book,  and 
there  may  also  be  the  property,  or  exclusive 
right,  to  multiply  and  sell  copies  of  the  manu- 
script, or  book,  and  appropriate  the  profits.  This 
latter  property  is  called  Copyright,  and  is  mani- 
festly a  distinct  property  from  the  former. 

We  have  also  shewn  that  every  future  profit 
whatever  has  a  present  value,  which  may  be 
bought  and  sold,  like,  property  in  any  material 
existing  substance.  This  mass  of  property  re* 
ceives  different  names,  according  to  the  source 
of  the  profit,  such  as  the  goodwtU  of  a  business, 
the  practice  of  a  profession,  the  patent  of  an  in- 
renuon,  the  sharet  in  a  commercial  company,  the 
funds,  and  annuities  of  all  sorts,  credit,  and  Copt- 

BIOHT. 

Now,  as  economists  are  agreed  that  whatever 
is  exchangeable  is  wealth,  it  follows  that  this 
enormous  mass  of  property  is  wealth,  nay,  it  is 
probable  that  19-20ths  of  existing  wealth  is  in 
this  form,  and  yet  there  is  scarcely  one  word 
about  it  in  any  English  work  on  Political  Eco- 
nomy I 

The  only  English  work  on  Political  Economy 
that  we  are  aware  of  at  pi'esent,  that  even  men- 
tions copyright,  \b  Dr.  Whately*s  Lectures  on 
Political  Economy,  p.  6«  where  he  says,  '*  In  many 
cases  where  an  exchange  really  takes  plaG«,  the 
fact  is  liable  (till  the  attention  is  called  to  it),  to 
be  overlooked,  in  consequence  of  our  not  seeing 
any  actual  transfer  from  hand  to  hand  of  a  mate- 
ritd  object.  For  instance,  when  the  Copyright  of 
a  book  is  sold  to  a  bookseller,  the  article  trans- 
ferred is  not  the  mere  paper  covered  with  writing, 
but  the  exclusive  privilege  of  printing  and  pub* 
lishing.  It  is  plain,  however,  on  a  moment's 
tliougnt,  that  the  transaction  is  as  real  an  ex- 
change as  that  which  takes  place  between  the 
bookseller  and  his  customers,  who  buy  copies 
of  the  work." 

It  is  quite  clear  that  Copyright  is  a  species  of 
fixed  capital.  When  a  publisher  buys  the  Copy- 
right of  a  popular  work,  it  is  manifest  that  is  part 
of  his  capitaL  When  an  author  produces  a  work 
for  which  there  is  a  popular  demand,  and  whose 
Copyright  is  therefore  valuable  property,  he  is 
unquestionably  producing  wealth. 

The  introduction  of  this  species  of  property 
into  Political  Economy,  which  can  by  no  possi- 
bility be  excluded  from  it,  shews  the  inconsis- 
tency of  the  fundamental  conceptions  of  many 
writers.  Thus  Mr.  Mill,  who  says  that  every- 
thing forms  a  part  of  wealth  which  has  a  power 
of  purchasing,  and  therefore  admits,  by  implica- 
tion, that  a  Copyright  is  wealth,  speaks  of  the 
production  of  wealth  as  the  extraction  of  the 
inatraments  of  human  subsistence  and  enjoyment 
from  the  matei-ials  of  the  globe,  thereby  very 


nearly  agreeing  with  Adam  Smith's  notioii  of 
wealth,  as  the  produce  of  land  and  hkboar.  Bst 
bow  is  a  Copyright  extracted  fit>m  the  materials 
of  the  globe  ?  How  Is  it  the  produce  of  land  and 
labour? 

It  also  shows  that  some  theorems  which  be  lay* 
down  as  fundamental,  are  not  so.  Thus  he  says 
that  all  capital  is  the  result  of  saving.  Bat  how 
is  a  Copyright  the  result  of  saving  ?  He  also 
states  as  another  fundamental  theorem^  that 
although  saved,  and  the  result  of  saving,  all  capi- 
tal is  nevertheless  consumed.  But  how  is  a 
Copyright  consumed  f  He  says  that  ^  Cnpital  is 
kept  in  existence  irom  age  to  age,  not  by  preser- 
vation, but  by  perpetual  reproduction,  every  part 
of  it  is  used  and  destroyed,  generally  yery  soon 
after  it  is  produced,  but  those  who  consume  it  are 
employed  meanwhile  in  producing  more."  Vol.  i., 
p.  92.  But  how  is  Copyright  kept  in  exLst^ice 
by  peipetual  reproduction?  How  doea  the 
owner  of  a  valuable  Copyright  consume  it,  and 
how  is  he  employed  in  producing  more  ?  These 
are  examples  of  hasty  generaliiaticm  frt)m  too 
small  an  induction  of  facts. 

Copyright,  we  thus  see,  is  a  species  of  valuable 
property,  produced  entirely  by  the  demand  of  the 
public  for  works  of  literature  and  art.  It  is  thus 
purely  the  creation  of  diffused  civilization  and 
education,  and  could  not  haVe  any  existence,  ex- 
cept from  the  educated  taste  of  the  public,  and 
unless  there  were  the  means  of  gratifying  it  «t  a 
moderate  expense. 

It  has  been  discussed  whether  there  was  any 
Copyright  among  the  ancients.    Mr.  M^Culloch, 
quoting  some  wdl  known  passages,  thinks  there 
was.    But  we  think  the  passages  he  allies  do 
not  bear  out  any  such  doctrine.    Thus  he  qnotes 
from  the  prologue  to  the  Eunuchus  of  Terence, 
who,  we  are  told  by  Suetonius,  received  8,000 
sesterces,  or  X64  12s.,  for  writing  the  play  to  be 
acted  at  the  Meffalensian  games.    This  was  the 
largest  sum  paid  to  any  poet  for  such  a  work. 
This,  however,  proves  noUiing  as  to  Copyright. 
It  was  a  mere  payment  for  writing  a  play  for  a 
pai'ticular   occasion.     Juvenal   ateo   speaks  of 
selling  a  play  to  an  actor  (vU.,  87).    But  this  is 
manifestly  merely  payment  for  writing  a  play  to 
be  acted,  as  was  usual.    This  did  not  refer  to 
Copyright,  for  the  very  purpose  of  the  satire  is 
to  lament  the  utter  decay  of  all  taste  for  literature 
among  the  Bomans.    Horace  {Ep.  i.,  20,  2;  Art 
Poet  345)  speaks  of  the  Sosii,  wno  were  his  pub- 
lishers, and  Martial  (i.,  67;   iv.,  72;  xiii.,  9; 
xiv.,  194)  speaks  of  Tryphon,  who  had  his  works 
on  sale.    These  cases  point  to  Copyright  much 
more  than  the  others.    But  yet  they  are  by  ne 
means  conclusive.    They  by  no  means  imply  that 
the  author  received  payment  for  the  exclusive 
right  to  sell  his  works.   We  may  well  understand 
that  there  might  be  a  certun  comity  of  trade  that 
one  publisher  should  not  sell  another's  works; 
but  that  does  not  prove  the  legal  right  to  prevent 
him  doing  so.    The  real  question  is, — Could  an 
author,  or  publisher,  bring  an  action  to  prevent 
another  from  copying  and  selling  his  works? 
Now,  if  such  a  property  had  existed,  it  would 
certainly  have  been  mentioned  in  the  Pandects. 
But  thei'e  is  no  mention  in  them  of  any  such  pro- 
perty.   Ihere  is  no  name  in  Roman  Law  for 
Copyright.    There  is  no  case  in  Boman  Law  of 
any  action  having  been  brought  to  punish  the 
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inTwIon  of  sacfa  property.  Therefore  we  think 
the  only  conclusion  \b  that  it  did  not  exist. 

It  is  stated  by  Bishop  Fell,  that  before  the 
invention  of  printing,  the  University  of  Oxford 
claimed  to  have  the  exclusive  right  of  transcrib- 
ing and  mnltiplying  books  by  means  of  writing. 
This,  however,  by  no  means  implies  Copyright, 
because  it  does  not  imply  that  the  works  so 
copied  were  the  property  of  the  University,  but 
only  that  they  had  the  monopoly  of  writing  them 
out. 

Soon  after  the  invention  of  printing,  a  printer, 
called  the  king's  printer,  was  appointed  to  print 
papers  of  state,  proclamations,  &c.  The  earliest 
notice  we  have  of  such  an  appointment  is  in 
1504,  when  William  Faques  styles  himself 
"  Regius  Impressor,"  in  a  proclamation  against 
clipped  money.  Richard  Pynson  succeeded 
Faques  in  this  oflGice,  and,  in  1518,  we  have  the 
earliest  instance  in  England  of  Copyright.  A 
speech  printed  by  him  has  the  following  colo- 
phon : — ^^Impressa  Londini  anno  verbi  incarnati 
if.D.xviu.  iaibns  Novembris,  per  Richardum 
Pynson,  regium  impressorem,  cum  primlegio  k 
rege  indulto  ne  guU  hanc  orationem  intra  bien" 
nium  in  regno  Anglin  imprimat,  aut  alibi  im- 
pressam  et  importatam  in  eodem  regno  Anglia 
vendat." 

During  the  reign  of  Henry  YIII.,  these 
privileges  were  frequently  sranted  to  printers, 
usually  for  seven  years.  Piracy  was  not  long 
in  showing  itself.  In  1523,  Wynken  de  Worde 
printed  a  treatise  on  ^ammar  by  Robert 
Witinton.  The  author,  in  a  new  edition  in 
1533,  complains  that  the  work  had  been  pirated 
by  Peter  Trovers.  To  prevent  this  being  done 
to  the  second  edition^  he  procured  the  kin'g*s 
privilege  f(H*  it. 

These  cases  seem  to  negative  the  idea  that 
there  was  then  believed  to  be  any  such  thing  as 
Copyright  at  Common  Law. 

All  these  privileges  had  been  granted  to 
printers,  who  may  probably  be  supposed  to  have 
paid  the  authors  somethin^^  for  their  work.  In 
1530,  we  have  the  first  instance  of  Copvright 
granted  to  an  author.  John  Palsgrave  had  pub- 
lished a  French  Grammar  at  his  own  expense, 
and  in  consideration  of  this  he  received  a  privi- 
lege for  seven  years. 

in  1556,  the  subject  of  Copyright  was  put  on  a 
new  footing.  Complaints  were  made  that  many 
false,  seditious,  and  heretical  books,  ballads,  and 
rhymes  were  published.  To  bring  printers  more 
under  control,  they  were  incorporated  by  the 
name  of  the  Stationers*  Company.  They  were 
allowed  to  make  bye-laws,  and  no  one  but  a 
member  of  their  body  was  allowed  to  practise 
the  business  of  printing  in  England*  In  1558, 
they  received  a  second  charter,  and  a  bye-law 
was  made  that  everv  one  who  printed  a  work 
should  ^nter  it  in  their  register,  and  pay  a  fee ; 
and  every  one  who  omitted  to  do  this,  or  printed 
a  book  belonging  to  another  member,  was  fined. 
In  this  year,  entries  of  copies  for  particular 
persons  begin,  and  in  1559,  there  are  persons 
fined  for  printing  other  men*8  copies.  In  1573, 
there  *are  entries  of  the  saies  of  copy  and  their 
price. 

Privileges  for  printing  particular  works  were 
the  legitimate  protection  of  the  labour  and  ex- 
pense of  publication.    But  with  the  general  spirit 


of  monopoly  which  prevailed  to  such  a  pernicious 
extent,  patents  for  the  exclusive  right  to  pub- 
lish all  works  on  particular  subjects  were  granted 
to  various  persons.  Thus  one  had  the  monopoly 
of  printing  all  books  on  Common  Law ;  another 
all  catechisms  and  spelling  books;  another  all 
music  books;  another  all  almanacks,  &c.  The 
printers  were  so  injuriously  affected  by  these 
monopolies,  that  they  petitioned  the  Queen 
against  them.  But  meeting  with  no  redress, 
they  disputed  the  Queen*s  right  to  grant  these 
patents,  and  printed  works  in  defiance  of  them, 
and  the  rules  of  their  own  company.  Complaints 
were  made  to  the  Privy  Council  of  these  irre- 
gularities, but  they  were  too  much  occupied  with 
foreign  and  domestic  troubles,  to  take  any  ^ectual 
steps  to  remedy  them. 

The  Queen  had,  in  1559,  Issued  a  proclama- 
tion, strictly  forbidding  any  one  to  publish' any- 
thinj^  without  a  licence.  In  1566,  this  procla- 
mation being  little  regarded,  the  Star  Chamber 
issued  a  decree  enforcing  it,  under  the  penalties  of 
seizure  of  all  books  so  printed,  disability  from 
exercising  the  trade  of  printing,  and  three 
months*  imprisonment.  The  printers  were  or- 
dered to  ^ve  bonds  to  observe  the  decree.  But 
they  continued  to  disregard  all  decrees  and 
penalties,  and  in  1586,  another  decree  was  issued, 
to  restrict  the  number  of  printers,  and  to  confine 
the  trade  to  London,  except  one  press  at  Oxford, 
and  another  at  Cambridge.  All  printers  were 
forbidden  to  print  books  contrary  to  the  bye- 
laws  of  the  company. 

A  proclamation  of  the  25th  September,  1623, 
forbade  any  one  to  import  from  abroad  any  works 
which  were  copyright.  Another  proclamation 
to  a  similar  effect  was  published  in  1637. 

In  1640  the  Star  Chamber  was  abolished.  All 
regulations  of  the.  press  by  proclamation,  decrees 
of  the  Star  Chamber,  and  the  powers  of  the 
Stationers*  Company  were  declared  illegal  and 
void.  But  the  abuses  of  unlicensed  printing 
were  so  great,  that  in  1643,  it  was  ordered  that 
all  books  should  be  entered  in  the  register  of  the 
Stationers*  Company,  according  to  ancient  cus- 
tom. Copyright  was  thus  restored  as  it  stood 
before,  in  1644,  Milton  published  his  famous 
AreopagUieay  against  the  licensing  Act,  but  he 
particularly  excq>ts  that  part  relating  to  **the 
just  retaining  of  each  man  his  several  copy, 
which  God  forbid  should  be  ^nsaid**'  In 
1649,  an  Act  of  Parliament  ordained  that  any- 
one printing,  or  reprinting,  or  stitching,  or 
binding,  any  books  entered  in  the  register  of  the 
Stationers*  Company,  without  the  consent  of  the 
owner,  should  forfeit  all  such  books,  and  be  fined 
6s.  8d.  for  each.  Ko  presses  were  iJlowed,  ex- 
cept in  London,  the  unlversitieSy  York,  and 
Finsbniy. 

The  Statute  1662,  cap.  33,  re-enacted  these 
provisions,  and  ordered  that  a  copy  of  every 
work  printed  should  be  deposited  in  the  Eing*B 
Library,  and  each  of  the  Universities.  This 
Act,  after  several  renewals,  expired  In  1679, 
and  with  it  expired  all  legislative  penalties  for 
lurating  copyright.  Accordingly,  piracy  very 
soon  began  to  be  common,  and  in  1681,  the 
Stationers*  Company  passed  a  bye-law  to  fine 
every  one  so  offendinff  in  the  sum  of  12d.  for 
every  copy  so  printed  or  imported.  In  1684, 
Charles  iL  granted  a  new  charter  to  the  Sta- 
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tioners*  Company,  in  which  it  was  stated, — 
**That  diyers  brethren  and  members  of  the 
Company  have  great  part  of  their  estates  in 
books  and  copies,  and  that  for  npwards  of  a 
centnry  before,  they  had  a  public  register  kept 
in  their  common  hall,  for  the  entry  and  descrip- 
tion of  books  and  copies/'  It  then  said — ^*  We, 
willing  and  desiring  to  confirm  and  establish 
every  member  in  their  just  rights  and  proper- 
ties, do  well  approve  of  the  aK>resaid  register/* 
and — ^  that  every  member  of  the  company  who 
should  be  the  proprietor  of  any  book,  should 
have  and  enjoy  the  sale,  right,  power,  and  privi- 
lege and  authority  of  printing  such  book  and 
copy,  as  in  that  case  has  been  usual  heretofore/* 

The  Act  of  1662  was  revived  by  the  I  Jac.  n., 
c.  7,  for  the  term  of  seven  years,  and  renewed 
till  the  end  of  the  session  of  Parliament  next 
after  the  13th  February,  1692.  The  booksellers 
petitioned  against  it,  and  eleven  peers  entei-ed  a 
protest  against  it,  as  subjecting  all  learning  and 
true  information  to  the  arbitrary  will  and  plea- 
sure of  a  mercenary  and  perhaps  ignorant 
licenser,  and  destroying  the  pix)perty  of  authors 
in  their  copies. 

It  appears  that  at  this  time  the  Stationers* 
Company  had  been  guilty  of  many  malpractices. 
They  sometimes  extorted  large  snms  for  entering 
works ;  sometimes  they  refused,  or  neglected,  to 
do  so  at  alL  Sometimes  they  made  false  entries, 
or  fraudulent  erasures,  or  cut  out  the  leaves  in 
which  entries  were  made,  to  the  confusion  of  all 
literary  property,  which  was  supposed  to  rest  on 
the  entry  in  the  register. 

Attempts  were  made  to  renew  the  Licensing 
Act,  but  the  Commons  resisted,  and  it  finally  ex- 
pired on  the  25  th  April,  1694.  The  circumstance 
which  brought  about  the  final  emancipation  of  the 
English  press  are  fully  stated  by  Macaulay. 

The  opposition  of  the  Commons  was  to  the 
arbitrary  power  of  the  licenser.  They  clearly 
thought  that  the  property  in  Copyright  was  inhe- 
rent in  the  author  and  his  assigns,  and  well 
secured  by  the  Charters  and  Laws  of  the  Sta- 
tioners* Company.  But  unfortunately,  in  abolish- 
ing the  Licensing  Act,  they  had  swept  away  all 
statutory  penalties  for  pirating  Copyright ;  and 
persons  whose  rights  were  invaded  had  no  other 
remedy  but  for  <&mages  at  Common  Law.  Seve- 
ral cases  had  been  before  the  Courts  relating  to 
Copyright,  but  these  all  referred  to  disputed  pro- 
perty, none  ever  questioned  the  right  In  the 
case  of  Roper  v.  Streater  (Skinner,  234),  the 
Court  of  Common  Fleas  held  that  the  plaintiff 
having  purchased  it  from  the  executors  of  the 
author  was  owner  of  the  copy  at  Common  Law. 

The  removal  of  the  statutory  penalties  for  piracy 
opened  the  door  to  the  same  practices  as  had  been 
committed  before,  and  in  1694  the  Staticmers* 
Company  renewed  their  bye-law  of  1681,  but 
with  little  effect.  The  recovery  of  damages  at 
law  was  so  hazardous  and  uncei*tain,  as  most  of 
the  pirates  were  men  who  had  no  property  sn£G[- 
cient  to  pay  damages,  and  as  it  required  a  sepa- 
rate action  for  each  copy  proved  to  be  sold,  tibat 
it  was  in  practice  illusory.  In  1703, 1706,  and 
1709,  the  owners  of  copies  petitioned  Parliament 
for  redress,  and  security  to  their  properties.  They 
had  been  so  long  secured  by  penalties  that  it  had 
not  occurred  to  them  to  proceed  by  a  Bill  in 
Equity,  which  had  never  hitherto  been  attempted 


or  thought  of,  except  upon  letters  patent  adjudged 
to  be  legal. 

The  petitioners  declared  that  the  property  of 
English  authors  had  always  been  ownol  as  sacred 
amon^  the  traders,  and  generally  forborne  hitiierto 
to  be  mvaded.  That  when  the  author  had  con- 
veyed over  his  copy  to  any  one  of  them,  they  had 
a  just  and  legal  property  thereunto.  That  they 
had  givCT  sums  of  money  for  copies,  and  had 
setti^  these  copies  on  their  wives  at  marriage,  or 
on  their  children  at  their  deaths.  That  many 
widows  and  orphans  had  none  other  subsistence. 
That  their  existing  copies  had  cost  them  at  least 
£50,000.  That  this  property  was  the  same  wifii 
houses  and  other  estates.  In  consequence  of  these 
petitions,  an  Act  was  passed  in  March,  1710,  for 
the  encouragement  of  learning,  by  vesting  the 
copies  of  printed  books  in  the  au&iors,  or  pur- 
chasers of  such  copies,  during  the  times  tiierein 
mentioned.  It  save  authors  of  the  works  then 
existing,  and  their  assigns,  the  sole  right  of  print- 
ing the  same  for  twenty-one  years,  fri>m  the  10th 
April,  1710,  and  no  longer.  Authors  of  W(»rks 
not  printed,  and  their  assigns,  had  the  sole  right 
of  doing  so  for  fourteen  years,  and  no  longer.  The 
penalties  in  the  Act  were  not  to  be  exa^ed  frtmi 
any  one  unless  the  book  should  be  entered  in  the 
usual  way  in  the  register  of  the  Stationers*  Com- 
pany, if  too  high  prices  were  put  upon  books, 
certain  great  officers  of  State  might  order  them  to 
be  lowered.  The  number  of  copies  to  pnblk 
libraries  was  increased  to  nine.  The  libraries  of 
the  four  Universities  of  Scotland,  Sion  College, 
London,  and  the  Advocates*  Library  in  Edinbur^ 
were  added  to  those  entitled  by  the  Statute  of 
Charles  n.  If  the  authors  were  alive  at  the  end 
of  the  first  fourteen  years,  they  received  a  pro- 
longation of  their  privile^  for  another  fonrteoi 
years.  All  penalties  under  the  Act  were  to  be 
sued  for  within  three  months  after  the  offence 
was  committed.  Nothing  in  the  Act  was  to  pre- 
judice or  confirm  any  right  that  the  Universities, 
or  any  person  or  persons,  had,  or  claimed  to  have, 
in  the  printing  or  reprinting  any  book,  or  copy, 
already  printed,  or  hereafter  to  be  printed. 

We  thus  see  that,  with  that  tender  regard  for 
the  interests  of  the  robe,  which  Parliament 
displays,  they  carefully  avoided  pronouncing 
any  decision  at  all  with  regard  to  the  right  of 
copy  at  Common  Law,  but  took  care  to  leave  the 
door  open  for  a  plentiM  crop  of  litigation. 

It  is  quite  impossible  to  read  this  Act  without 
seeing  that  it  distinctly  recognizes  Copyright  as 
existing  already,  and  independently  of  the  Act. 
AJl  they  did  was  to  enact  certain  statutory 
penalties  for  its  infringement.  But  that,  by  a 
well  known  rule  of  law,  in  no  way  afifocted  pro- 
ceedings at  Common  Law.  We  have  seen  that 
the  conrto  of  law  never  raised  the  slightest 
doubt  as  to  the  existence  of  Copyright  at  Com- 
mon Law.  We  shall  now  see  how  uie  Court  of 
Chancery  regBJtied  it. 

As  the  Act  gave  twenty-one  years  for  old 
copies  from  the  10th  of  April,  1710,  no  question 
on  Copyright  at  Common  Law  could  arise  before 
1731.  In  1735,  Sur  Joseph  Jekyll  granted  an 
injunction  in  the  case  of  Eyre  v.  Walkerj  to 
restrain  the  defendant  from  printing  the  Whole 
Duty  ofMan^  the  first  assignment  of  wliich  had 
been  made  in  December,  1667,  being  seventy- 
eight  years  before. ' 
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In  the  same  year.  Lord  Talbot,  in  the  caae  of 
Matte  V.  Falkner^  granted  an  injunction  restrain- 
ing the  defendant  from  printing  Nelson's  Festivals 
and  FastSy  printed  in  1703,  during  the  life  of  the 
anthor,  who  died  in  1714. 

In  1739,  Lord  Hardwicke,  in  the  case  of 
Tonson  and  Another  Y,  Walker^  otherwise 
Stanton^  granted  an  injunction  restraining  the 
defendant  from  printing  Milton's  Paradise  Lost^ 
the  Copyright  of  which  was  assigned  in  1667,  or 
seventy- two  years  before.  In  1762,  Lord  Hard- 
wicke, in  the  case  of  Tonson  y.  Walker  and 
Merchant^  granted  an  injunction,  restraining  the 
defendants  from  printing  Milton's  Paradise^  or 
Life,  or  Notes. 

All  this  time  there  had  never  been  any  solemn 
decision  by  the  King's  Bench  as  to  the  existence 
of  Copyright  at  Common  Law,  or  as  to  how  it 
was  affected  by  the  Statute  of  Anne.  But  the 
Court  of  Chancery  never  granted  an  injunction 
unless  the  legal  right  was  clear  and  undisputed. 
If  there  had  been  any  doubt  about  it,  they  would 
have  sent  it  to  be  argued  in  a  Court  of  Common 
Law. 

At  last  the  question  was  brought  before  the 
King*8  Bench,  in  the  case  of  Tonson  v.  Collins^ 
but  after  it  had  gone  into  the  Exchequer 
Chamber,  and  the  leaning  of  the  Court  was 
clearly  in  favour  of  the  plaintiff,  it  was  discovered 
that  it  was  in  fact  a  collusive  action,  got  up 
merely  to  obtun  the  judgment  of  the  court,  and 
they  thereupon  refused  to  proceed  with  it.  While 
this  action  was  pending,  applications  to  the  Court 
of  Chancery  for  an  injunction  were  refused,  until 
the  result  of  the  Common  Law  action  was 
decided.  Lord  Mansfield  said  that  he  looked 
upon  these  injunctions  as  equal  to  any  final 
decree,  because  tliey  were  never  granted  unless 
the  legal  propei*ty  of  the  plaintiff  was  made  out. 

At  length,  in  i769,  the  question  was  solemnly 
argued  l^fi»re  the  Eing*s  Bench  in  the  famous 
case  of  MiUar  v.  Taylor.  Millar  had  pm'chased 
from  Thomson  tlie  copyright  in  tlie  Seosons, 
which  were  published  in  1728,  and  therefore 
if  the  right  existed  only  by  statute,  it  expired  in 
1756.  Taylor  published  an  edition  in  1763,  and 
Millar  brought  an  action  for  damages  against  him 
in  1769.  It,  of  course,  cannot  be  expected  that 
we  should  give  an  outline  of  the  arguments  In 
this  celebrated  case.  It  is  sufficient  to  say  that 
three  of  the  judges.  Lord  Mansfield,  and  JJ. 
Aston  and  Willes,  held  that  eveiy  author  had 
by  Common  Law,  a  perpetusd  copyright  in  his 
own  works,  quite  independent  of  the  statute. 
Yates,  J.,  held  that  there  was  no  such  property 
at  Common  Law.  The  plaintiff  therefore  got  the 
judgment,  and  in  Trinity  Term,  1770,  the  Lords 
Commissioners  granted  an  injunction. 

In  1774,  however,  the  question  waa  again  raised. 
In  the  case  of  Beckett  v.  Donaldson^  we  plaintiff 
had  obtained  an  injunction  founded  on  the  de- 
cision in  the  case  of  Millar  v.  Taylor.  The  case 
was  immediately  carried  by  appeal  to  the  House 
of  Lords,  when  the  House  proposed  the  following 
questions  to  the  judges : — 

I.  Whether  at  common  law  an  author  of  any 
book,  or  literary  composition,  had  the  sole  right  of 
first  printing  and  publishing  the  same  for  sale,  and 
might  bring  an  action  against  any  person  who 
printed,  published,  and  sold  the  same  without  his 
consent  ? 


Upon  this  question,  J  J.  Nares,  Ashvrst,  Black- 
stone,  Willes,  Aston,  Perrot,  and  Adams ;  Smythe, 
C.B.,  and  De  Grey,  C.J.  of  the  Conmion  Fleas, 
held  the  affirmative ;  Eyre,  B.,  held  the  n^pative. 

II.  If  the  author  had  such  right  originally,  did 
the  law  take  it  away  upon  his  printing  and  pub- 
lishing such  book,  or  literair  compNOsition  ?  And 
might  any  person  afterwards  reprint  and  sell  for 
his  own  benefit  such  book  or  literary  composition, 
against  the  will  of  the  author  f 

Upon  this  question  Judges  Nares,  Ashurst, 
Bhickstone,  Wille»,  and  Aston,  and  Smythe,  C.B., 
held  the  affirmative ;  Eyre,  Perrot,  Adams,  and 
De  Grey,  C  J.,  held  the  negative. 

m.  If  such  action  would  have  held  at  Common 
Law,  is  it  token  away  by  the  Statute  8  Anne, 
c.  19?  And  is  an  author  by  the  said  statute 
precluded  from  every  remedy,  except  on  the 
foundation  of  the  said  statute,  and  the  terms  and 
conditions  prescribed  thereby  ? 

Upon  this  question  Judges  Eyre,  Kares,  Perrot, 
Gould,  and  Adams,  and  De  Grey,  C.J.,  held 
the  affirmative.  Judges  Ashurst,  Blackstone, 
Willes,  Aston,  and  Smythe,  C.B.,  held  the  nega- 
tive, 

IV .  Whether  the  author  of  any  literaiy  compo- 
sition, and  his  assigns,  had  the  sole  right  of 
printing  and  publishing  the  same  in  perpetuity  by 
the  common  law  ? 

Upon  this  question  Judges  Nares,  Ashurst, 
Blackstone,  Willes,  Aston,  and  Gould,  and 
Smythe,  C.B.,  held  the  affirmative.  Judges  Eyre, 
Perrott,  Adams,  and  De  Grey,  C.J.,  held  the 
negative. 

Y.  Whether  this  right  is  any  way  impeached, 
restrained,  or  taken  away,  by  the  statute  of  8 
Anne? 

Judges  Eyre,  Nares,  Perrott,  Grould,  and 
Adams,  and  De  Grey,  C.J.,  held  the  affirmativOi 
Judges  Ashurst,  Blackstone,  Willes,  and  Aston, 
and  Smythe,  C.B.,  held  the  negative. 

Upon  these  answers,  the  decree  of  the  Court  of 
Chancery  was  reversed,  on  the  motion  of  Lord 
Camden,  seconded  by  the  Lord  Chancellor,  by  a 
majority  of  22  to  11. 

By  this  majority  of  a  single  judge  this  momen- 
tous question  was  decided.  It  will  be  observed 
that  it  was  brought  about  by  two  judges,  Nares 
and  Grould,  who  voted  that  an  author  had  per- 
petual Copyright  by  Common  Law,  leaving  their 
side,  and  voting  that  this  perpetual  right  was 
taken  away  by  the  statute. 

Such  an  opinion  seems  to  us  to  be  incompre- 
hensible. Modem  opinion  has  confirmed  the 
judgment  of  the  minority,  that  there  is  no  such 
thing  as  Copyright  at  Common  Law.  But  how 
judges,  who  held  that  Copyright  did  exist  at 
Common  Law,  could  hold  that  it  was  taken  away 
by  the  statute  of  Anne,  seems  past  understandmg, 
for  there  is  a  clause  expressly  enacting  that  the 
statute  should  in  no  way  whatever  affect  pre- 
existing rights. 

Bight  or  wrong,  however,  this  judgment  de- 
clared that  the  practice  of  two  centuries,  and  the 
deliberate  opinion  of  all  the  courts  of  law  and 
equity  during  that  period,  were  erroneous,  and 
hencdbrward  Copyright  had  nothing  but  statute 
law  to  support  it. 

Anthore,  publishers,  and  the  universities  were 
taken  by  surprise  at  this  unexpected  decision  of 
the   House    of    Lords,   destroying  what  ^ey 
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imaged  wba  their  inriolable  properly.  The 
nniyersities  immediately  took  the  neld,  and  in 
1775  an  Act  was  passed  (15  Geo.  III.,  c  53), 
which  granted  to  both  the  nniversities  in  England, 
and  to  each  of  the  Colleges  therein,  to  the  Colleges 
of  Eton,  Westminster,  and  Winchester,  and  to 
the  fonr  Universities  of  Scotland,  perpetual  copy- 
right in  all  works  that  should  be  bequeathed  to 
them,  so  long  as  they  should  print  them  at  their 
own  presses,  and  not  assign  them  over  to  any  one 
else.  They  nevertheless  might  sell  them  to  any 
one  they  pleased,  in  the  same  manner  as  any 
individual  author. 

And  here  we  may  observe  that  a  very  curious 
question  might  arise.  It  is  a  plain  maxim  of  law 
that  a  man  cannot  grant,  or  assign  to  another,  a 
greater  estate,  or  interest,  than  he  possesses  him- 
self. But  here  is  a  manifest  exception  to  this 
rule.  An  author  has  only  a  very  limited  interest 
in  his  own  works,  according  to  the  present  law, 
only  forty-two  years,  or  his  own  lifetime,  which- 
ever is  the  longest.  Hence  he  can  only  assign 
over  that  interest  to  any  private  person.  But  if 
he  assign  this  copyright  to  any  university  or  col- 
lege named  in  the  Act,  it  becomes  an  estate  in 
perpetuity,  llierefore,  he  has  clearly  assigned  a 
greater  estate  than  he  himself  possesses.  Again, 
this  question  might  arise.  Suppose  an  author 
assigns  over  his  Copyright  as  above,  which  im- 
mediately becomes  perpetual  by  force  of  law,  and 
suppose  the  college,  or  university,  sell  this 
Copyright,  which  Iwb  now  become  perpetual,  to 
an  individual. — Is  the  copyright  perpetual,  or 
limited? 

The  booksellers  also  petitioned  the  House  of 
Commons  on  the  28th  of  February,  1774,  stating 
that  in  the  full  belief  of  the  perpetuity  of  Copy- 
rights, they  had  invested  hirge  sums  in  their  pur- 
chase, and  that  the  support  of  many  flEunilies  de- 
pended on  the  same,  and  prayed  for  such  relief  as 
the  House  misht  deem  proper.  A  bill  was 
brought  in  for  this  purpose,  but  rejected.  In  1798, 
a  new  point  was  raised  in  the  case  of  Beck/ord  v. 
Hood.  The  plaintiff  had  published  a  work 
anonymously,  and  sued  for  damages  for  the 
puracy  of  it.  The  defendant  contended  that  no 
action  lay  for  damages  since  the  statute  of  Anne, 
which  gave  penalties,  and  that  the  author  had 
lost  his  right  by  publishing  his  work  anonymously, 
and  not  entering  it  on  the  Stationers*  register,  as 
prescribed  by  tfie  Act.  The  court,  however,  by 
one  of  those  skilftil  examples  of  hair-splitting, 
where  plain  sense  is  against  them,  gave  Judgment 
for  the  plaintiff.  The  judgment,  however,  was  so 
manifestly  weak,  that  an  Act  was  brought  in  to 
bolster  it  up  (41  Geo.  III.,  c.  107),  and  authors 
and  thehr  assigns  were  allowed  to  bring  actions  on 
the  case  for  damages  for  pirating  their  works 
during  the  currency  of  the  privilege  granted  by 
the  statute  of  Anne.  Trinity  College,  and  the 
King's  Lm,  Dublin,  were  also  added  to  the  list  of 
those  places  which  were  entitled  to  pillage 
authors  of  their  works.  Trinity  College  also 
received  the  right  of  holding  Copyrights  in  per- 
petuity, like  the  English  and  Scotch  Universities 
and  Colleges. 

By  an  Act  passed  in  1814  (54  Geo.  III.  c.  156) 
the  copies  of  printed  books  were  required  only  to 
be  delivered  on  demand,  within  twelve  months  of 
their  publication.  The  author*s  cop^ight  was 
extended  to  twenty-eight  years  certam,  and  for 


the  remainder  of  his  life,  if  he  survived  tfaai  period. 
The  grievance  of  every  author  being  mulcted  in 
eleven  copies  of  his  work,  was  complained  of  in 
Parliament  several  times,  but  nothing  was  done 
till  1836,  when  Mr.  Buckingham  brought  in  a  bill 
which  was  passed,  which  enacted  that  the  rights 
of  Zion  College,  the  four  Universities  of  ScoCiand, 
and  the  King's  Inn,  Dublin,  should  cease,  upon 
receiving  compensation,  which  was  to  be  expended 
in  the  purchase  of  works.  By  this  Act^  the  num- 
ber of  presented  copies  was  reduced  to  five. 

At  last,  Serjeant  (afterwards  Mr.  Jusdce)  Tal- 
fourd  appropriately  took  up  the  subject  of  Copy- 
right, and  brought  the  subject  before  the  House  of 
Commons.  The  discussion  extended  through  se- 
veral sessions,  and  his  bill  having  been  consider- 
ably modified,  was  passed  in  184^  as  the  5th  and 
6th  Vic.  c  45.  This  Act  repealed  the  8th  Anne, 
c.  19 :  the  41  Geo.  III.  c.  107 ;  the  51  Geo.  IIL 
c.  156,  and  is  now  the  one  which  regulates  the 
subject  of  literary  Copyright  By  this  Act,  the 
word  ^*  Book,"  is  to  mean  every  volume,  or  part 
thereof.  Pamphlet,  Sheet  of  Letterpress,  or  Music, 
Map,  Chart,  or  Plan  separately  published.  The 
Copyright  in  every  such  book  published,  in  the 
lifetime  of  the  Autiior,  is  to  last  for  his  lifetime 
and  seven  years  after;  but  if  such  term  elapse 
before  the  end  of  forty-two  years  firom  ihe  publi- 
cation of  the  work,  then  the  Copyright  shall  exist 
for  forty-two  years.  If  the  book  is  published  alter 
the  Author's  death,  the  Copyri^t  is  to  last  for 
forty-two  years,  and  shall  belong  to  the  owner  of 
the  author's  manuscript  from  which  it  is  first 
published.  If  the  proprietor  of  such  Copyright 
refuse  to  publish  it,  the  Judicial  Committee  of  the 
Privy  Council  may  authorise  it.  One  copy  of 
every  such  Book  to  be  delivered  at  the  British 
Museum.  The  Libraries  at  Oxford,  Cambridge; 
the  Advocates'  at  Edinburgh,  and  Trinity  College, 
Dublin,  may  have  one  copy  on  demand,  Arti- 
cles in  Encyclopiedias,  Magazines,  and  Reviews, 
and  periodicals,  are  subject  to  the  same  Copyright 
as  Books,  except  that  the  Copyright  of  articles  in 
Reviews,  Magazines,  and  periodicals,  reverts  to 
the  author  after  twenty-eight  years,  for  the  re- 
mainder of  the  term.  Subsequent  provisions  were 
made  for  preventing  the  importation  into  British 
possessions  of  the  works  of  British  Authors,  in 
which  Copyright  still  subsists. 

The  next  subjects  which  received  Copyright  from 
Law,  were  prints  and  engravings.  The  Acts  re- 
lating to  this,  are  the  8  Geo.  II.  c.  13 ;  the  7  Geo. 
m.  c.  38 ;  the  17  Geo.  III.  c.  57,  and  the  15  &  16 
Vic.  c.  12.  By  these  Acts,  the  Copyright  in 
Prints,  Engravings,  Lithographs,  and  all  such 
works  of  Art,  is  given  for  twenty-eight  years  frt>m 
the  day  of  publication. 

By  the  27  Geo.  III.  c.  88,  Copyright  was  given 
in  the  designing  and  printing  of  manufactures; 
this  Act  was  modified  and  extended  by  subse- 
quent Acts.  The  present  Acts  on  the  subject  are 
the  5  &  6  Vic.  c.  100;  the  6  &  7  Vic.  c  65 ;  the 
13  &  14  Vic,  c.  104 ;  and  the  20  &  22  Vic.  c.  70. 
By  these  Acts,  designs  in  manufactures  are  divided 
into  various  classes,  and  various  terms  are  allowed 
for  the  Copyright  of  Designs  in  each.  For  designs 
for  ornamenting  articles  in  metal;  wood;  glius; 
earthenware,  and  other  solid  substances;  paper 
hangings ;  carpets,  including  floor  and  oU-cloths ; 
shawls,  unpnnted;  linen  fabrics  with  pattern, 
printed ;  woven  damasks ;  the  term  is  three  years. 
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For  shawls,  printed;  yarn,  thread,  or  warp; 
nine  months. 

For  woven  fabrics,  nnprinted;  lace,  and  all 
other  articles,  twelve  months. 

For  the  shape  or  confignration  of  articles  of 
utility,  three  years. 

By  the  38  Geo.  HI.  c.  71 ;  and  54  Geo.  HI. 
c.  56,  Copyright  was  granted  for  scnlptnres, 
models,  and  casts,  for  fourteen  years  from  the  time 
of  first  publication ;  and  to  the  author,  if  living  at 
the  end  of  that  term,  fourteei^  years  more. 

By  the  3  &  4  Wm.  IV.  c.  15,  the  term  of  Copy- 
right granted  to  authors  by  the  54  Geo.  III.  c.  156, 
was  extended  to  the  Author  of  Dramatic  compo- 
sitions of  all  sorts ;  publication  in  this  instance 
being  interpreted  as  representing  at  a  place  of 
dramatic  entertainment,  and  a  similar  extension 
was  granted  by  the  5  &  6  Yic.  c.  45,  and  its  pro- 
visions extended  to  musical  compositions. 

By  the  5  &  6  Wm.  lY.  c.  65,  the  author  of  any 
lectures,  or  the  person  to  whom  he  might  assign 
the  Copyright  in  them,  was  to  have  the  sole  right 
of  publishing  them.  No  Newspaper  editor  is  to 
publish  them  without  leave.  And  no  person  who 
IS  allowed  to  attend  them  is  to  have  the  right  to 
publish  them.  If,  however,  they  are  published, 
the  Copyright  lasts  for  twenty-eight  years.  To 
secure  this  Copyright,  however,  notice  must  be 
given  to  two  tJustices  of  the  peace  within  five 
miles  of  the  place  where  they  are  to  be  delivered, 
two  days  beforehand.  And  it  does  not  extend  to 
lectures  delivered  in  unlicensed  places,  or  in 
public  schools  and  colleges. 

International  Cop3rright  was  first  granted  by 
the  1  &  2  Vic.  c.  59 ;  but  this  Act  was  repealed 
by  the  7  &  8  Vie.  c.  12,  farther  amended  by  the 
15  Vic.  c.  12.  By  the  first  of  these  Acts,  the 
Queen  in  Council  was  permitted  to  grant  to  the 
authors  of  original  foreign  works,  such  term  of 
Cop3rright  in  the  British  dominions  as  she  pleased, 
not  exceeding  the  term  allowed  for  similar  works 
in  this  country.  By  the  latter  Act,  the  Queen  in 
Council  may  grant  a  Copyright  of  five  years  for 
an  authorised  translation  of  foreign  works;  and 
also  may  prohibit  for  a  similar  period,  the  repre- 
sentation of  an  unauthorised  translation  of  a  foreign 
dramatic  piece. 

Such  is  the  history  and  present  state  of  the  laws 
regarding  Copyright  in  this  country. 

We  may  mention  that  the  cop3rright  in  private 
letters  remains  in  the  writer  after  transmission ; 
and  the  receiver  of  them,  and  his  representatives, 
have  no  right  to  publish  them,  without  the  con- 
sent of  the  writer  or  his  representatives. 

Copyright  in  France,  as  is  stated  in  the  Die- 
Uonnaire  de  TEconomie  Politique,  was  conferred 
by  the  grant  of  the  sovereign,  as  in  England,  and 
sometimes  for  a  limited  period.  The  ancient  law 
was  contained  in  the  Ordonnance  de  Moulins  of 
1566,  a  declaration  of  Charles  IX.  in  1571,  and 
the  Letters  Patent  of  Henry  III.  Usually  no 
limit  was  fixed  to  the  duration  of  Copyright,  but 
when  a  perpetual  Copyright  was  granted,  it 
was  always  under  the  condition  that  it  should 
not  be  parted  with  to  booksellers.  If  so,  it 
ceased  with  the  author*s  life.  Several  edicts  in 
1618,  1665,  1682,  1686,  and  1723,  enacted  cor- 
poral and  pecuniary  punishments  against  pirates. 

The  revolution  of  1789  changed  this.  Copy- 
right was  granted  as  a  right  to  every  one,  but  its 
duration  was  limited.  According  to  existing  laws, 


the  Copyright  is  vested  in  an  author  and  his  wife 
during  their  respective  lives,  and  to  their  children 
for  twenty  years  afterwards.  If  they  have  none, 
their  heirs  have  it  for  ten  years.  In  dramatic 
pieces,  the  widow  has  the  same  as  the  children, 
twenty  years. 

According  to  the  same  authority,  the  Copyrights 
in  different  countries  are  as  follows. 

Before  the  union  of  Holland  and  Belgium^ 
Copyright  was  perpetual  in  Holland.  In  1817, 
the  French  law  was  adopted  in  the  United 
country,  and  is  now  continued  in  each  separately. 

In  the  Zollverein,  the  IVussian  law  has  been 
adopted,  which  gives  Copyright  to  the  author 
during  his  life,  and  to  his  heirs  for  thirty  years  after. 

This  law  was  adopted  in  Austria  in  1846. 

In  Russia  it  belongs  to  the  author  for  life,  and 
to  his  heirs  for  twenty- five  years.  But  if  they 
have  published  a  new  edition  within  five  years  of 
the  expiry  of  this  term,  it  is  prolonged  for  ten 
years. 

In  Sardinia  it  lasted  only  for  fifteen  years.  In 
1846,  a  convention  was  agreed  to  with  fVance,  by 
which  the  benefits  of  French  law  were  extended 
to  the  subjects  of  both  nations.  We  believe  that 
a  new  convention  has  been  recently  concluded 
between  these  two  countries  regarding  literary 
property. 

In  Portugal,  the  law  is  the  same  as  that  of 
Grermany. 

In  Spain,  according  to  the  present  law,  authors 
have  the  Copyright  for  theur  lives,  and  their  heirs 
for  fifty  years  after. 

Prussia  was  the  first  country  which  set  the 
example  of  granting  international  copyright.  In 
1837,  a  law  was  passed  that  every  count^  might 
secure  Copyright  for  its  authors  in  Prussia  upon 
granting  reciprocity.  This  was  fallowed  by  Eng- 
land in  1838.  In  consequence  of  these,  several 
international  treaties  of  Copyright  have  been 
negotiated.  France,  however,  has  set  the  example, 
under  the  Emperor  Napoleon  UI.,  by  a  law  of 
the  28th  March,  1852,  of  forbidding  the  piracy  of 
books  and  works  of  art  published  abroad,  with- 
out requiring  reciprocity.  It  is  said,  too,  that 
steps  are  about  to  be  taken  to  make  copyright 
perpetual. 

COQ,  PAULy  bom  at  Bordeaux,  chief  editor  of 
La  Semaine,  a  weekly  review. 

Le  Sol  et  la  Haute  Banque^  on  Ue  inth'Hi  de  la 
eUuee  moyenne*    Paris,  1850. 

COQUELIN.  OHAKLES,  bom  at  Dunkirk, 
the  27tn  November,  1805.  Became  a  distinguished 
writer  on  Political  Economy,  both  in  the  Revue 
dee  deux  Mondes,  taid  the  Journal  dee  Economistes, 
in  which  be  published  a  great  number  of  articles 
on  banking,  credit,  circulation,  railways,  canals, 
com  laws,  money,  &c.,  &c.  He  was  one  of  the 
members  of  the  council  of  the  Free  Trade  Asso- 
ciation, and  one  of  the  editors  in  chief  of  the 
excellent  French  Dictionnaire  de  TEconomie 
Politique,  published  by  Guillaumin  in  1854.  M. 
Coquelin  oied  recently.  He  has  also  published 
as  separate  works : — 

Die  Credit  et  dee  Banquee.    Paris,  1 848. 

TraiU  de  laJOaiure  de  lin.    Paris,  1845. 

OOQUEREATT,  JEAN  BAPTISTE  LOUIS. 

Advocate. 
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Memoire  concemant  V administration  des  finances 
90US  le  ministere  de  VAhbi  Terray.   London,  1776. 

COBBATTX,  FBAN90IS. 

Dictionnaire  des  arbitrages  simples,  cansidSrSs 
par  rappart  a  la  France  dcais  Us  changes  entre  les 
villes  commersantes,    Paris,  1802. 

The  doctrine  of  compound  interest  illustrated, 
and  applied  to  perpetual  annuities,    London,  1825. 

A  further  i-nquiry  into  the  present  form  of  our 
national  debt,  and  into  the  means  and  prospect  of 
Us  redemption.    London,  1824. 

On  the  natural  and  mathematical  laws  concerning 
population^  vitality  and  mortality.    London,  1833. 

CORBET,  THOMAS. 

An  Inauiry  into  the  causes  and  modes  of  the 
Wealth  0/ Individuals,  and  the  principles  of  Trade 
and  Speculation  explained,    London,  1841. 

COBDIERt  A.  and  POITOHE,  VICTOR, 

Plus  dimp&ts  I  Plus  de  droits  reunis  I  Organic 
•aiion  du  Credit  par  Vitat.    Marseilles,  1848. 

COBDIER,  JOSEPH,  Divisional  luapector 
of  Roads  and  Bridges,  bom  at  Orgeiet,  in  the 
Jura,  in  1784.  A  yoluminons  writer.  Among 
his  woriLS,  those  relating  to  Economic  subjects, 
are — 

Memoire  sur  Vagriculture  de  la  Flandre  fran* 
f^aise,  et  sur  VSconomie  rurale,    Paris,  1823. 

Considerations  ghiSrales  sur  la  ligislation  des 
iravaux  publics,    Paris,  1829. 

De  la  necessitS  dencourager  les  associations  et 
de  les  appeler  d  V execution  des  travaux  publics, 
Paris,  1830. 

Considerations  sur  les  chemins  de  fer,  Paris, 
1830. 

MSmoire  sur  les  travaux  publics,    Paris,  1841. 

La  France  et  VAngleterre,  ou  recherches  sur  Us 
causes  de  prosperity  et  Us  chances  de  dicadence  des 
deux  nations,  et  propositions  de  rSforme,  Paris, 
1843. 

COBMENIH,  LOUIS  MABDS  DB  LA 
HAYEy  YiscoMTB  DB,  born  at  Paris  6th  January, 
1788.  Joined  the  Bar  in  1808;  Auditeur  to  the 
Council  of  State  in  1810 ;  Master  of  Requests  in 
1814;  a  Deputy  in  1828,  and  Member  of  the 
Constituent  Assembly  in  1848. 

Entretiens  de  Village,    Paris,  1846. 

Questions  des  subsistances,    Paris,  1849. 

COBNIANI,  GIOVANNI  BATTISTA,  born 
in  1742,  at  Orzi  Nuovi,  in  the  Bresciano,  filled 
an  office  in  the  magistracy  of  that  town  with 
credit.  He  wrote  seyeral  worlu,  which  were 
much  esteemed,  among  others,  Secoli  delta  Uttera- 
tura  Italiana.  Unfortunately  for  his  reputation, 
he  dabbled  in  Political  Economy,  and  wrote  two 
small  treatises  on  agriculture  and  money,  in  which 
he  adopted  the  opinions  of  the  Physiocrates,  and 
maintained  that  it  might  sometimes  be  advan- 
tageous to  tamper  with  the  currency.  He  died  in 
1813.  Custodi  has  included  his  tracts  in  his  col- 
collection,  though  it  is  difficult  to  see  why,  except 
from  regard  to  the  author. 

Delia  Ugislazione  relativamenie  aXC  agricoUura, 
Brescia,  1777. 

Riflessioni  suUe  numete,    Brescia,  1796. 


CORPORATION^  See  Mohopoi.t. 
CORT];  ADOLFO. 

EUmenti  della  Scienza  del  Commercio, 
1829. 


Fiavifl* 


CORTAJA,  OUISEPPB.  Baron. 

Progetto  di  un  banco  nazionale  svizzero.  Capo- 
lajo,  1841. 

Progetto  (Tuna  cassa  di  risparmio  agricola  ed 
industriaU.    Capolajo,  1841. 

SulU  strode  ferrate  in  Italia,    Capolajo,  1841. 

L'uno  per  cento,  o  il  pemo  del  credito  finanziario 
delta  nazione  Francese,    Capolajo,  1841. 

COSMOPOLITE. 

A  concise  Treatise  on  the  Wealth,  Pawer^  and 
Resources  of  Oreat  Britain.    London,  1833. 
Free-Trade  and  no  Colonies,  Edinburgh,  1848. 

COSSIONT. 

Finances.  Reflexions  sur  le  plrnn  ^une  hanque 
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COST  OP  PRODUCTION.    Any  one  who 

was  acquainted  with  the  methods  of  investigation 
pursued  in  Physical  Science,  since  the  days  of 
Galileo,  would  know  that  there  could  only  be  one 
grand  general  theory  at  the  basis  of  every  sdenoe, 
which  must  account  for  all  the  phenomena.  In 
different  physical  sciences,  there  have  been  severe 
controversies  as  to  which  was  the  true  theory,  but 
no  one  ever  supposed  that  there  could  be  more 
than  one.  The  partisans  of  each  theorv  were  per- 
fectly aware  that  it  was  conquest  or  death  for  it, 
and  they  never  dreamt  of  coming  to  a  compromise, 
and  agreeing  that  one  class  of  phenomena  should 
be  explain^  by  means  of  one  theory,  another 
class  by  means  of  another  theory,  a  third,  fourth, 
fifth,  and  sixth  class,  by  a  third,  fourth,  fifth,  and 
sixth  theory. 

This,  however,  is  the  method  of  investigation 
followed  by  a  number  of  eminent  Economists.  To 
a  certain  extent  it  appears  in  Adam  Smith,  but  it 
is  Ricardo  chiefly  who  adopts  this  plan,  and  he 
has  a  number  of  influential  followers,  the  least 
we  can  say  of  whom  is  that  th^  ought  to  know 
better. 

Ricardo  divides  commodities  into  several  classes, 
and  he  endeavours  to  discover  a  law  of  value  for 
each.  We  shall  not  enter  into  all  of  these  here, 
because  that  is  fully  done  under  Bicabik)  and 
Pbiges,  Thbobt  of,  but  we  shall  only  notice 
three  of  these  classes.  He  says  that  there  is  one 
class  of  commodities,  whose  quantity  cannot  be 
increased  by  labour,  such  as  rare  statues,  and 
pictures,  books,  and  coins,  and  some  other  things, 
whose  value  is  governed  by  the  law  of  supply  and 
demand.  Another  class  of  those  which  may  be 
multiplied  to  any  extent  that  may  be  desired,  and 
on  the  production  of  which,  competition  operates 
without  restramt  He  says,  that  Cost  of  Produce 
tion  rmilates  the  value  of  this  class  of  commodi- 
ties. There  is  a  third  class  of  commodities,  which 
are  produced  by  varying  costs  of  production,  such 
as  com,  metals,  coals,  &c.  In  this  class,  he  says 
the  cost  of  producing  the  quantity  raised  at  ^e 
greatest  expense,  regulates  the  value  of  the 
whole. 

To  this  method  of  investigation,  Mr.  J.  S.  Mill 
adheres.    He  says  (B.  ni.  c.  ii.  s.  4),  ^  This,  then. 
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18  the  Law  of  Value  (i.  e.  Supply  and  Demand) 
with  respect  to  all  commodities  not  susceptible  of 
being  mnltiplied  at  pleasure.  Snch  commodities, 
no  doubt,  are  exceptions.  There  is  another  law 
for  that  much  larger  class  of  thin^  which  admit 
of  definite  (?  indefinite)  multiplication.''  And 
at  p.  550,  he  says,  he  will — ^*  examine  the  case 
of  commodities  which  can  be  increased  in  quan- 
tity indefinitely  and  at  pleasure,  and  deter- 
mine by  what  law,  other  than  that  of  Demand  and 
Supply,  the  permanent  or  average  values  of  such 
commodities  are  regulated."  And  at  p.  575,  ^the 
value  of  an  article  (meaning  its  natural,  which  is 
the  same  thing  with  its  average  value)  is  deter- 
mined by  the  cost  of  that  portion  of  the  supply 
which  is  produced  and  brought  to  market  at  the 
greatest  expense.  This  is  the  Law  of  Value  of 
the  third  of  the  three  classes  into  which  ail  com- 
modities are  divided." 

To  this  we  can  only  say  that  such  a  method 
of  proceeding  would  horrify  any  Physicist. 

Before,  however,  shewing  the  erroneousness  of 
these  doctrines,  we  must  first  inquire  what  Cost 
of  Production  is. 

Smith  (B.  I.  c.  vi..  Of  the  Component  Parte  of 
the  Price  of  CommoditiesJ  says,  that  the  price  of 
all  commodities  is  composed  of  three  parts, 
Wages,  Profit,  and  Rent.— "« Wages,  Profit,  and 
Bent  are  the  three  original  sources  of  all  revenue, 
as  well  as  of  all  exchangeable  value."  «Again, — 
**In  a  civilised  country  there  are  but  fsw  com- 
modities of  which  the  exchangeable  value  arises 
from  Ubour  only,  rent  and  profit  contributing 
largely  to  that  of  the  fiir  greater  part  of  them." 

And  in  the  next  chapter,  Of  the  Natural  and 
Market  Priqe  of  Commoditiee,  he  says,  that  in 
every  neighbourhood  there  is  an  ordinary  or 
average  rate  of  wages,  profit,  and  rent.—'*  When 
the  price  of  any  commodity  is  neither  more  nor 
less  than  what  is  sufficient  to  pay  the  rent  of  the 
land,  the  wages  of  the  labour,  and  the  profits  of 
the  stock  employed  in  raising,  preparing,  and 
bringing  it  to  market,  according  to  their  natural 
rates,  the  commodity  is  then  sold  for  what  may 
be  called  its  natural  rate.  The  commodity  is 
then  sold  precisely  for  what  it  is  worth,  or  for 
what  it  really  costs  the  person  who  brings  it  to 
market" 

He  then  says  that  though  profit  is  not  in  com- 
mon language  included  in  prime  cost,  yet  if  he 
does  not  sell  it  at  ordinary  profits,  he  is  a  loser  by 
his  trade,  and,  therefore,  unless  he  receives  it,  he 
will  not  continue  to  produce  it. 

In  the  passages  above  cited.  Smith  makes  rent 
a  part,  or  a  cause  of  price,  and  a  component  part 
of  Cost  of  Production.  The  practical  meaning 
of  which  is,  that  if  rents  rise  prices  must  rise  too, 
and  that  if  rents  fall,  or  were  abolished,  prices 
would  fall  by  the  amount 

But  in  chapter  xi.  Of  the  Rent  of  Land,  he 
asserts  exactly  the  contrary : — '*  Kent,  it  is  to 
be  observed,  enters  into  the  composition  of  the 
price  of  commodities  in  a  difierent  way  from 
wages  and  profit.  High  or  low  wages  and  profit 
are  the  causes  of  high  or  low  price ;  high  or  law 
rent  is  the  effect  of  it.  It  is  iMcause  high  or  low 
wages  and  profit  must  be  paid  in  order  to  bring  a 
particular  commodity  to  market,  that  its  price  is 
high  or  low.  But  it  is  because  its  price  is  high  or 
low,  a  great  deal  more,  or  a  very  little  more,  or  no 
more,  than  what  is  sufficient  to  pay  those  wages 


and  profit,  that  it  affords  a  high  rent,  or  a  low 
rent,  or  no  rent  at  aU." 

Now,  this  is  a  point  of  no  slight  practical  im- 
portance. Many  have  supposed  that,  because 
landlords  receive  high  rents  for  their  lands,  that 
increases  the  price  of  bread,  and  that  if  rents 
were  aboUshed,  bread  would  be  so  much  the 
cheaper.  Subsequent  writers,  however,  and  es- 
pecisdly  Ricardo,  have  shown  that  this  is  a  com- 
plete error ;  that  rent  comes  out  of  price,  and 
that  no  reduction  would  take  place  in  the  price  of 
com,  although  landlords  shoAd  forego  tiie  whole 
of  their  rent.  Snch  a  measure  would  only  enable 
some  Humers  to  live  like  gentlemen,  but  would 
not  make  com  one  fraction  the  cheaper.  All 
economists  are,  thwefore,  now  agreed  that  the 
payment  of  rent  in  no  way  whatever  inflnencea 
the  price  of  agricultural  produce.  This  doctrine 
may  do  ^d  service  in  a  political  point  of  view, 
as  showmg  that  the  odium  which  some  ill-in- 
formed pe^le  entertain  against  landlords  is  un- 
founded, with  respect,  however,  to  commodities 
in  shops,  the  case  is  different,  as  we  have  fully 
shown  under  Reht. 

Ricardo,  who  probably  invented  the  expres- 
sion Cost  ofProduetiorij  meant  by  it  the  quantity 
of  labour  which  has  bean  bestowed  on  the  pro- 
duction of  a  commodity.  Now,  as  Ricardo  and 
Smith  themselves  admit,  quantities  of  different 
kinds  of  labour  cannot  be  compared  together. 
The  only  way  of  comparing  them  is  according  to 
their  remuneration,  or  wages.  Wages  are,  there- 
fore, unquestionably,  part  of  Cost  of  Production. 
But  the  question  is  whether  profits  ought  to  be 
held  to  be  part  of  it  Smith,  we  have  seen  above, 
says  that  Profits  ought  to  be  included  in  Natural 
Price,  which  is  equivalent  to  Cost  of  Prodaction, 
because,  if  no  profits  were  made,  production 
would  cease.  Ricardo,  in  his  drd  edition,  admits 
that  Profits  are  to  be  included  under  tJiat  term. 
James  Mill,  who  resolved  all  value  into  labour, 
makes  profits  to  be  included  under  labour. 

Colonel  Torrens  refoses  to  consider  profit  as 
forming  one  of  the  elements  of  Cost  of  Produc- 
tion. He  says — ^  Those  writers  who  contend  for 
the  general  equality  of  market  and  natoral  price, 
include  the  customary  rate  of  profit  under  the 
term  natural  price,  or  cost  of  production.  But 
this  classification  is  highly  unphilosophical  and 
incorrect  The  profits  of  stock  never  make  any 
part  of  the  expense  of  production ;  they  are,  on 
the  contrary,  a  new  creation,  brought  uito  ex- 
istence in  consequence  of  this  expense.  The 
farmer,  we  will  suppose,  expends  100  quarters  of 
com  in  cultivating  his  fields,  and  obtains  in  return 
120  quarters.  In  this  case  20  quarters,  being  the 
excess  of  produce  above  expenditure,  constitute 
the  farmer's  profit ;  but  it  would  be  absurd  to  call 
this  excess,  or  profit,  a  part  of  the  expenditure. 
The  expenditure,  or  cost  of  production,  was  100 
quarters.  It  has  now  been  repaid  with  a  surplus 
of  20  quarters ;  and  unless  the  surplus  which  re- 
mains after  the  expenditure  is  replaced  be  a  part 
of  the  expenditure,  unless,  in  fact,  120  quarters 
be  equal  to  100,  it  is  impossible  that  market  price 
should  be  equivalent  to  natural.  Supposing  that 
com  is  £3  per  quarter,  then  in  the  case  we  have 
stated,  the  natural  price  of  the  farmer*s  produce, 
or  the  100  quarters  expended  on  production,  will 
be  equivalent  to  j£300  ;  while  the  produce  of  120 
quarters  obtained  in  retnm  will  be  equivalent  to 
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£360.  The  excess  of  market  above  nataral  price, 
or  cost  of  production,  is  profit;  and  to  contend 
that  this  profit  is  included  in  the  cost  of  produc- 
tion, is  the  same  thing  as  contending  that  the  100 
quarters,  or  £300  laid  out  on  cultivation,  are 
equal  to  the  120  quarters,  or  £360  thereby  ob- 
tained. 

^  In  manufiEbcturing,  as  well  as  in  agricultural 
industry,  the  profit  of  stock  is  distinct  from  the 
cost  of  production.  The  master  manufacturer 
expends  a  certain  quantity  of  raw  material,  of 
tools  and  implements  of  trade,  and  of  subsistence 
for  laborers,  and  obtains  in  return  a  given  quan- 
tity of  finished  work.  This  finished  work  must 
possess  a  higher  exchangeable  value  than  the  ma- 
teriids,  tools,  and  subsistence,  by  the  advance  of 
which  it  wfu  obtained;  otherwise  the  master 
could  have  no  inducement  to  continue  his  business. 
Manufiicturing  industry  would  cease  if  the  value 
produced  did  not  exceed  the  value  expended. 
6ut  it  is  the  excess  of  value  which  the  finished 
work  possesses  above  the  value  of  the  materials, 
implements,  and  subsistence  expended,  that  con- 
stitute the  master's  profit;  and  therefore  we 
cannot  assert  that  the  profit  of  his  stock  is  in- 
cluded in  the  cost  of  production,  without  affirm- 
ing the  gross  absurdity  that  the  excess  of  value 
alK>ve  expenditure  constitutes  a  part  of  expendi- 
ture. Supposing  that  the  materials,  tools,  and 
subsistence  cost  £300,  and  that  the  finished  work 
is  worth  £360,  tiien  the  difference  will  be  the 
master's  profit ;  and  we  cannot  maintain  that  the 
annual  profit  is  included  in  the  amount  of  expen- 
diture, or  cost  of  production,  without  urging  the 
contradiction  that  £300  are  equal  to  £360. 

*'The  profit  of  stock,  so  far  from  forming  any 
part  of  the  cost  of  production,  is  a  surplus  remain- 
mg  after  this  cost  has  been  completelv  replaced. 
In  carrying  on  their  business,  the  farmer  and 
manufacturer  do  not  expend  their  profit,  they 
create  it  It  forms  no  part  of  their  first  advances ; 
on  the  contraiy,  it  forms  a  part  of  their  subse- 
quent returns.  It  could  not  have  been  employed 
in  carrying  on  the  work  of  production,  because, 
until  this  work  was  completed,  it  had  no  exist- 
ence. It  is  essentially  a  surplus,  a  new  creation, 
over  and  above  all  that  is  necessary  to  replace  the 
cost  of  production,  or,  in  other  words,  the  capital 
advanced.**  Mr.  Senior  says,  that  Col.  Torrens 
is  just  in  his  criticism  on  this  expression,  and 
allows  that  profit  is  not  a  means  but  a  result 
But  he  says  that  Col.  Torrens  has  erred  by  omit- 
ting to  substitute  abstinence,  or  some  equivalent 
expression,  for  profit  He  then  says  that  Cost  of 
I*roduction  means  the  sum  of  labour,  and  absti- 
nence necessary  for  production.  But  as  he  de- 
fines wages  to  be  the  reward  of  labour,  and  profit 
the  reward  of  abstinence,  he  in  fact  makes  Cost 
of  Production  to  consist  of  Wages  and  Profits ; 
though  he  says  that  Col.  Torrens  is  right  in 
I'efusing  to  make  profits  an  element  in  the 
expression. 

Mr.  J.  S.  Mill  makes  quantity  of  labour  and 

?rofits  to  be  the  natural  and  necessary  elements  of 
'ost  of  Production. 

There  is  an  element,  too,  which  he  rightly  says 
is  a  casual  one,  namely  taxes.  All  taxes  laid  on 
the  article  itself,  such  as  customs  and  excise,  are 
manifestly  part  of  the  expense  of  Production. 

And  here  we  see  how  Ricardo,  and  many  other 
economists,  are  inconsistent  with  themselves.  They 


justly  say,  that  Rent  has  no  influence  (m  the  priee 
of  agricultural  produce.  But  it  is  quite  manifest 
that  Tithes  are  exactly  of  the  same  nature  as 
Rent,  and  that  the  influence  of  Rent  and  Tithes 
must  be  exactly  the  same.  Nevertheless,  while 
these  writers  see  justly  enougli,  that  Rent  is  a 
mere  share  of  the  profits,  and  cannot  inflnenee 

Srice,  they  consider  Tithes  to  be  a  tax  on  the  pit>- 
uce,  and  therefore  that  they  raise  its  price  to  the 
consumer.  But  this  is  manifestiv  an  error.  Rent 
and  Tithes  are  both  a  share  of  the  produce  and 
not  a  tax  upon  the  produce.  They  must  there- 
fore both  be  exclud^  from  Cost  of  ProductioQ — 
(Rbht;  TrtHEs). 

Now  with  respect  to  the  question  whether  Profits 
should  be  incluaed  in  the  term  Cost  of  Production, 
it  appears  to  us  that  Col.  Torrens  has  the  better 
shew  of  reason.  Adam  Smith  himself  clearly 
allows  that  profits  are  no  part  of  prime  eoet  Pro- 
duction is  the  placing  any  quantity  in  a  required 
place,  and  no  doubt,  unless  tiiere  were  profits  snti- 
cipated,  production  would  cease.  But  profits^  as 
it  appears  to  us,  are  the  inducement  to  produce, 
but  not  part  of  the  cost  of  producing.  It  seems 
better  to  restrict  the  expression,  cost  of  produc- 
tion, strictly  to  what  mercantile  men  caU  prime 
coat.  The  profits  are  the  difference  between  prime 
cost  and  market  price. 

Some  Economists,  too,  are  anxious  to  discrimi- 
nate between  the  quantity  of  labour  and  the  wages 
of  labour.  They  say  that  the  wages  of  labour 
have  no  influence  on  price,  but  only  the  quantity 
of  labour.  We  cannot  agree  in  this.  Quantities 
of  diffarent  kinds  of  labour  cannot  be  compared 
together.  The  only  way  an  employer  can  appre- 
ciate quantities  of  labour,  is  by  means  of  the  sum 
he  pays  for  it,  or  by  wages.  The  only'  way  he 
can  know  whether  he  has  made  a  profit,  is  by  see- 
ing whether  he  has  received  more  monev  for  the 
fiiSshed  article  than  he  expended  on  producing  it 

These  considerations,  however,  in  no  way  alect 
the  questions  we  are  now  going  to  discuss,  because 
whichever  way  we  look  at  it — ^and  there  are,  we 
admit,  very  plausible  reasons  for  looking  at  it  either 
way — ^it  is  fully  admitted  that  unless  profits  are 
made,  production  must  cease.  Consequently  the 
profits  may  be  regarded  as  a  constant  quantity 
which  do  not  affect  variations  of  value. 

The  question  now  to  be  discussed  is  this. 
Ricardo  divided  exchangeable  quantities  into  se- 
verfd  distinct  classes,  and  for  each  class  he  lays 
down  a  separate  and  distinct  law  of  value.  And 
in  this  he  has  been  followed  by  many  writers 
since,  and  particularly  by  Mr.  Mill.  Now  this 
is  what  would  never  be  permitted  in  any  other 
physical  science  whatever,  and  we  have  now  to 
investigate  whether  It  is  a  correct  mode  of  reason- 
ing in  Political  Economy. 

Ricardo  says,  chap.  xxx. — *^  It  is  the  cost  of 
production  which  must  ultimately  regulate  the 
price  of  commodities,  and  not,  as  has  often  been 
said,  the  proportion  between  the  supply  and  de- 
mand; the  proportion  between  supply  and  de- 
mand may,  indeed,  for  a  time,  affect  tiie  market 
value  of  a  commodity,  until  it  is  supplied  in 
greater  or  less  abundance,  according  as  the  de« 
mand  may  have  increased  or  diminished,  but  this 
effect  will  be  only  of  temporary  duration.  *   *  * 

^'  The  opinion  tiiat  the  pnce  of  commodities 
depends  solely  on  the  proportion  of  supply  to 
demand,  or  demand  to  supply,  has  become  almost 
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an  axiom  in  political  economy,  and  has  been  the 
Bonrce  of  macn  error  in  that  science.** 

He  then  quotes  the  doctrine  of  Say  that  supply 
and  demand  regulate  prices  at  all  times,  but 
tiiat  cost  of  production  is  a  limit  below  which 
they  cannot  remain  for  any  length  of  time,  be- 
cause production  would  then  be  either  entirely 
stoppea  or  diminished.  And  Lord  Lauderdale's 
doctrine,  (which  we  have  stated  under  Continuitt, 
Law  or;  Pbicbs,  Theort  of)  and  he  says — 
^  This  is  true  of  monopolized  commodities,  and, 
indeed,  of  the  market  price  of  all  other  commodi- 
ties for  a  limited  period.  If  the  demand  for  hats 
should  be  doubled,  the  price  would  immediately 
rise,  but  the  rise  would  only  be  temporary;  unless 
the  cost  of  production  of  hats,  or  their  natural 
price,  were  raised.  If  the  natural  price  of  bread 
should  fall  50  per  cent,  from  some  great  discovery 
in  the  science  of  agriculture,  the  demand  would 
not  greatly  increase,  for  no  man  would  desire 
more  than  would  satisfy  his  wants,  and  as  the 
demand  would  not  increase,  neither  would  the 
supply ;  for  a  commodity  is  not  supplied  merely 
because  it  can  be  produced,  but  because  there  is  a 
demand  for  it.  Here,  then,  we  have  a  case  where 
the  supply  and  demand  have  scarcely  varied,  or 
if  they  have  increased,  they  have  increased  in 
the  same  proportion ;  and  yet  the  price  of  bread 
will  have  fallen  60  per  cent.,  at  a  time,  too,  when 
the  value  of  money  had  continued  invariable. 

**  Commodities  which  are  monopolized,  either 
by  an  individual,  or  by  a  company,  vary  accord- 
ing to  the  law  which  Lord  Lauderdale  has  laid 
down ;  they  fall  in  proportion  as  sellers  augment 
their  quantity,  and  rise  in  proportion  to  the 
eagerness  of  the  buyers  to  purchase  them,  their 
price  has  no  necessary  connection  with  their 
natural  value ;  but  the  prices  of  commodities 
which  are  subject  to  competition,  and  whose 
quantity  may  be  increased  in  any  moderate 
degree,  will  ultimately  depend,  not  on  the  state 
of  demand  and  supply,  but  in  the  increased  or 
diminished  cost  of  their  production.** 

Mr.  J.  S.  Mill  agrees  in  this  doctrine.  We 
have  shewn  above  that  he  says  that  there  is  a 
law  different  from  supply  and  demand,  which 
regulates  the  permanent  or  average  values  of  the 
class  of  commodities  we  are  considering.  And 
in  agreement  with  Ricardo  he  says, — *'It  is, 
therefore,  strictly  correct  to  say,  that  the  value 
of  things  which  can  be  increased  in  quantity  at 
pleasure,  does  not  depend  (except  accidentally, 
and  during  the  time  necessary  for  production  to 
adjust  itself)  upon  demand  and  supply ;  on  the 
contrary,  demand  and  supply  depend  upon  it.** — 
"To  recapitulate,  demand  and  supply  govern 
the  value  of  all  things  which  cannot  be  indefi- 
nitely increased;  except  that,  even  for  them, 
when  produced  by  industry,  there  is  a  minimum 
value  determined  by  cost  of  production.  But  in 
all  things  which  admit  of  indefinite  multiplica- 
tion, demand  and  supply  only  determine  the 
perturbations  of  value,  during  a  period  which 
cannot  exceed  the  length  of  time  necessary  for 
altering  the  supply.** 

Our  readers  will  observe  Mr.  MilPs  reasoning. 
He  says  that  the  value  at  any  particular  time  is 
the  result  of  supply  and  demand ;  the  plain 
meaning  of  which  is,  that  the  value  at  all  times 
is  the  result  of  supply  and  demand.  And  then 
he  goes  to  search  for  a  law  other  than  demand 
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and  supply,  which  regulates  their  permanent 
value  I  That  is  to  say,  their  permanent  value  is 
regulated  by  a  different  law  from  that  which 
regulates  it  at  all  times  I 

Malthus,  who  was  a  good  mathematician, 
naturallv  felt  that  Ricardo's  method  of  reasoning 
was  inadmissible.  He  says  (  Principles  of  Politick 
Economy,  p.  71.) — "It  has  been  shown  that  no 
change  can  take  place  in  the  market  prices  of 
commodities,  without  some  previous  change  in 
the  relation  of  the  demand  to  the  supply ;  and 
the  question  is,  whether  the  same  position  is  true 
in  reference  to  natural  prices  P  This  question 
must  of  course  be  determined  by  attending  care- 
fully to  the  nature  of  the  change  which  an  altera- 
tion in  the  cost  of  production  occasions  in  the 
state  of  the  demand  and  the  supply,  and  parti- 
cularly to  the  specific  and  immediate  cause  by 
which  the  change  of  price  which  takes  place  ia 
effected. 

"  We  all  allow,  that  when  the  cost  of  produc- 
tion diminishes,  a  fall  of  price  is  almost  uni- 
versally the  consequence ;  but  what  is  it  speci- 
fically, which  forces  down  the  price  of  the  com- 
modity P  It  has  been  shown  in  the  preceding 
section,  that  it  is  an  actual  or  contingent  excess 
of  supply. 

"  We  all  allow  that  when  the  Cost  of  Produc- 
tion increases,  the  prices  of  commodities  rise. 
But  what  is  it  specifically,  which  forces  up  the 
price  P  It  has  been  shown  that  it  is  an  actual  or 
contingent  failure  of  supply.  Remove  these 
actual  or  contingent  variations  of  the  supply; 
that  is,  let  the  extent  of  the  supply  remain 
exactly  the  same,  without  excess  or  failure, 
whether  the  cost  of  production  rises  or  falls ;  and 
there  is  not  the  slightest  ground  for  supposing  that 
any  variation  of  price  would  take  place. 

"If,  for  instance,  all  the  commodities  which 
are  produced  in  this  country,  whether  agricultural 
or 'manufactured,  could  be  produced  during  the 
next  ten  years  without  labour,  but  could  only  be 
supplied  exactly  in  the  same  quantities  as  they 
would  be  in  the  actual  state  of  things ;  then,  sup- 
posing the  wills  and  means  of  the  purchasers  to 
remain  the  same,  there  cannot  be  a  doubt  that  all 
prices  would  also  remain  the  same.  But  if  this 
be  allowed,  it  follows  that  the  relation  of  the 
supply  to  the  demand  is  the  dominant  principle  in 
determination  of  prices,  whether  market  or 
natural,  and  that  the  cost  of  production  can  do 
nothing  but  in  subordination  to  it,  that  is,  merely 
as  it  affects  the  ordinary  relation  which  the  supply 
bears  to  the  demand. 

"  It  is,  however,  not  necessary  to  resort  to  imagi- 
nary cases,  in  order  to  fortify  this  conclusion. 
Actual  experience  shews  the  principle  in  the 
clearest  light. 

"  In  the  well  known  instance  noticed  by  Adam 
Smith,  of  the  insufficient  pay  of  curates,  notwith- 
standing all  the  efforts  of  the  l^slature  to  raise 
it,  a  striking  proof  is  afforded  that  the  permanent 
price  of  an  article  is  determined  by  the  demand 
and  supply,  and  not  by  the  cost  of  production. 
The  real  cost  of  the  education,  would,  in  this  case, 
be  more  likely  to  be  increased  than  diminished  by 
the  subscription  of  benefactors;  but  a  large  part 
of  it  being  paid  by  benefactors,  and  not  by  the 
individuals  themselves,  it  does  not  regulate  and 
limit  the  supply;  and  this  supply,  on  account  of 
such   encouragement,  becoming  and   continuing 
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abundant,  the  price  is  natorally  low,  whatever 
may  be  the  real  cost  of  the  education  given. 

'*  The  effects  of  the  poor-rates  in  lowering  the 
wages  of  independent  labor,  present  another 
practical  instance  of  the  same  kind.  It  is  not 
probable  that  public  money  should  be  more 
economically  managed  than  the  income  of  indi- 
viduals; consequently  the  cost  of  rearing  a  family 
cannot  be  supposed  to  be  diminished  by  parish 
assistance ;  but  a  part  of  the  expenses  being  borne 
by  the  public,  and  applied  more  largely  to  laborers 
with  families  than  to  single  men,  a  fair  and  inde- 
pendent price  of  labor,  adequate  to  the  mainte- 
nance of  a  certain  family,  is  no  longer  a  necessary 
condition  of  a  sufficient  supply.  As  by  means  of 
parish  rates  so  applied,  this  supply  can  be  obtained 
without  such  wages,  the  real  costs  of  supplying 
labor  no  longer  regulate  the  ordinary  wages  of 
independent  labor. 

**  In  fact,  in  every  kind  of  bounty  upon  pro- 
duction, the  same  effects  must  necessarily  take 
place ;  and  just  in  proportion  that  such  bounties 
tend  to  lower  prices,  they  show  that  prices  de- 
pend upon  the  supply  compared  with  the  demandi 
and  not  upon  the  costs  of  production." 

Having  now  presented  to  our  readers  the 
opinions  of  these  various  writers,  we  shall  en- 
deavour to  discover  some  principles  which  may 
decide  the  controversy,  which  is  at  the  basis  of 
the  whole  theory  of  Economical  Dynamics. 

The  doctrine,  then,  whose  soundness  we  are 
going  to  investigate  is  this,  that  there  are  two 
classes  of  cases  of  value,  in  the  first  of  which 
Cost  of  Production  regtdates  Value^  in  the  other 
the  Cost  of  Producing  the  last  quantity  raised  regU' 
iates  the  Value  of  the  whole. 

Now,  before  we  investigate  the  truth  of  these 
laws,  we  shall  lay  down  certain  fundamental 
principles,  drawn  from  the  whole  analogy  of 
Physical  Science : — 

/.  There  cannot  be  more  than  one  grand  general 
Theory  of  Value, 

IL  That  if  ftoo,  or  more^  Theories  of  Value 
will  apparently  account  for  any  class  of  phenomena 
of  value^  or  changes  of  value^  that  Theory  only  is 
to  be  held  as  the  true  one,  which  accounts  for  ajll 
the  phenomena  in  the  Science,  and  not  that  single 
class  of  phenomena  only. 

Hence  it  is  quite  clear  that,  if  in  any  particular 
class  of  phenomena,  we  have  several  theories 
which  will  apparently  account  for  them,  we  have, 
in  order  to  discover  which  is  the  true  law,  only 
to  suppose  a  change  in  the  relation  of  the  quan- 
tities, and  then  that  theory  only  which  holds  good 
for  the  altered  relation  of  the  quantities,  and 
accounts  for  the  change,  is  the  true  Law,  and  all 
others  must  be  rejected. 

This  is  in  exact  conformity  with  the  drd 
Aphorism  of  the  Novum  Otganum,  Book  I. — 
— "  Quod  in  contemplatione  mstar  caus»  est,  id 
in  operatione  Instar  re^ln  est." — **  That  which  in 
Theory  is  the  Cause,  m  Practice  is  the  iltcZe." 

The  result  derived  from  these  principles  is 
this,  iJiat  the  Law  according  to  which  changes  of 
value  take  place,  is  the  Law  of  Value  at  all 
particular  times. 

Now,  as  soon  as  these  indubitable  principles 
are  laid  down,  the  day  is  lost  for  Ricardb  and  his 
followers ;  because  Ricardo  himself  admits  that 
the  law  of  Supply  and  Demand  governs  the 
market  price  of  all  commodities  for  a  limited 


period.  And  Mr.  Mill  says  that  tlie  Law  of 
Supply  and  Demand  only  governs  perturbaOoma 
of  value. 

Now  this  concedes  the  whole  question.  Be- 
cause the  law  which  governs  the  perturbations  or 
changes  of  Value,  can  be  the  <^7  trne  law  of 
Value  in  all  particular  cases. 

And  here  we  must  notice  an  ambignity  whidi 
wUl  be  found  to  pervade  many  books  <m  Political 
Economy.  That  is  the  confusion  between  '^Qnantity 
of  Labor"  and  "  Value  of  Labor,**  which  arc  very 
different  things,  but  which  are  often  included 
under  the  term  ^*Cost  of  Production.** 

De  Quincey  who,  in  the  Tenons  Diaiogneg^ 
has  undertaken  to  expound  tiie  Kicardian  £«nio- 
mics,  has  justly  pointed  out  the  distinction  between 
the  '« Quantity  of  Labor''  and  the  ««  Vahie  of 
Labor.''  He  says  that  Smith  has  constantiy  used 
the  two  expressions  as  interchangeable  and  equi- 
valent. And  he  claims  it  as  the  great  law  of 
value  first  explained  hy  Ricardo,  and  as  the  cooner 
stone  of  all  tenable  Political  Economy,  that  the 
ground  of  the  value  of  all  things  lies  in  the 
quantity!  of  labor  which  produces  them.  He  says — 
^'  Mr.  Rlcardo*s  doctrme  is,  that  A  and  B  are  to 
each  other  in  value,  as  the  quantity  of  labor  which 
produces  A  to  the  quantity  which  prodaces  B;  or 
to  express  it  in  the  very  shortest  formula  by  sub- 
stituting the  term  base,  as  flyn<Miymous  witii  pro- 
ducing labour,  all  things  are  to  each  other  in  valm^ 
as  their  bases  are  in  quantity.  This  is  the  Ricar- 
dian  law."  He  then  says  that  this  doctrine  is 
quite  contradictory  to  the  doctrine  that  commo- 
dities exchange  in  proportion  to  the  value  of  thdr 
producing  lalK>r. — ^^  I  mean  to  affirm  that  the  one 
law  is  the  direct,  formal,  and  diametrical  negation 
of  the  other:  I  assert  in  the  most  peremptory 
manner,  that  he  who  says,  ^  The  value  of  A  is  to 
the  value  of  B,  as  the  quantity  of  labour  producing 
A,  is  to  the  quantity  of  labour  producing  B,'  does 
of  necessity,  deny  by  implication,  that  the  relations 
of  value  between  A  and  B  are  governed  by  the 
value  of  the  labor  which  severally  produces  them." 
De  Quincey  then  praises  Ricardo  for  his  ^  inexor- 
able consistency." 

The  distinction  is  both  true  and  important,  bot 
how  utterly  De  Quincey  has  misunderstood  and 
misrepresented  Ricardo,  we  have  f^ly  shewn 
under  Ds  Quincet,  where  we  have  exhibited 
side  by  side  De  Quincey*s  assertion  of  what 
Ricardo*s  doctrine  is,  and  copious  extracts  from 
Ricardo  himself,  shewing  what  an  untrustworthy 
guide  he  is. 

We  have  shewn  there  how  utterly  nntme  it  is 
that  Ricardo  says  that  the  value  of  labour  has  no 
Influence  on  price.  But  it  will  be  found  that 
Ricardo  has  constantly  confounded  the  quantity 
of  labour,  with  the  value  of  labour,  and,  sometimes, 
he  makes  the  value  of  things  to  depend  upon  one, 
and  sometimes  upon  the  other. 

The  thesis  of  the  first  three  sections  of  his  first 
chapter  is  to  prove  that  the  value  of  commo- 
dities depends  exclusively  on  the  quantity  of  lAhonr 
necessary  for  their  production,  and  in  no  way 
whatever  upon  the  compensation  paid  for,  or  the 
value  of  labour.  But  in  §  iv.,  he  expressly  says 
that  the  value  of  labour  does  influence  the  price 
of  commodities,  and  at  p.  46,  (Srd  edition,)  he 
says — *'It  is  necessary  for  me  Hso  to  remark 
that  I  have  not  said,  because  one  commodity  has 
so  much  labour  bestowed  upon  it  as  will  cost 
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XIOOO,  and  another  so  much  as  will  eosi  £2000, 
that  therefore  one  wonid  be  of  the  valne  of  £1000, 
and  the  other  of  the  valae  of  £2000,  but  I  have 
said  that  their  value  will  be  to  each  other  as  two 
to  one,  and  that  in  these  proportions  they  will  be 
exchanged.**  Now,  in  this  passage,  Ricardo 
clearly  asserts  that  commodities  will  exchange  in 
proportion  to  the  value  of  their  producing  labour. 
What  becomes,  then,  of  De  Quincey*s  peremptory 
assertions,  and  Ricardo*s  ^*  inexorable  consis- 
tency?" Besides  this,  at  p.  461,  he  expressly 
calls  the  natural  price  of  thmgs  their  money  cost 
of  production* 

Mr.  Mill  has  seen  C  Vol.  /,  p,  65SJ,  that,  in 
fact,  the  term  Cost  of  Production  cannot  be  re- 
stricted to  either  labour,  or  wages,  absolutely. 
It  may  be  labour  in  some  cases,  but  in  others  it 
is  money,  or  the  ralue  of  labour.  "What  the 
production  of  a  thing  costs  to  its  producer,  or  its 
series  of  producers,  is  the  labour  expended  in  pro- 
ducing it.  If  we  consider  as  the  producer  the 
capitalist  who  makes  the  advances,  the  word 
labour  may  be  replaced  by  the  word  wages. 
What  the  produce  costs  to  him,  is  the  wages  which 
he  has  had  to  pay."  Thus  we  see  at  once 
that,  quantity  of  labour  is  replaced  by  the  value 
of  labour^  and  the  whole  of  De  Quincey's  argu- 
ment falls  to  the  ground. 

Now  this  distinction  between  quantity  of  labour 
and  money  cost  of  production  is  of  no  slight 
importance,  because  there  are  large  quantities  of 
valuable  property  upon  which  no  labour  at  all  has 
been  bestowed,  and  yet  have  cost  money.  Thus 
flocks,  herds,  cattle,  fowls  of  all  sorts.  It  is 
absurd  to  speak  of  their  growth  as  labour,  as 
some  economists  do.  So  the  fermentation  of  beer 
or  wine  In  a  cellar.  Some  of  our  readers  may  be 
surprised  to  learn  that  some  economists  are  so 
determined  to  resolve  value  into  labour,  and  into 
labour  only,  that  when  they  are  asked  to  what 
the  value  of  a  tree,  or  an  animal,  or  wine  improved 
by  fermentation,  is  due,  they  maintain  it  to  be 
labour! 

But  take  it  as  we  may,  either  quantity  of 
labour  or  money  cost  of  production,  we  shall 
shew  that  tiie  doctrine  that  cost  of  production 
regulates  value  is  entirely  &lse ;  because,  if  this 
doctrine  be  true,  it  must  necessarily  mean  : — 

1st.  That  all  things  which  are  produced  by  an 
equal  quantity  of  labour,  or  an  equal  money  cost, 
must  be  equal  in  value,  independently  of  any 
other  consideration. 

2ndly.  It  must  also  mean,  that  all  changes  in 
value  must  be  due  to  changes  in  cost  of  pro- 
duction, and  to  nothing  else. 

3rdly,  And  if  different  things  produced  by 
equal  quantities  of  labour  must  be  equal  in  valne, 
still  more  rigorously,  if  possible,  must  it  follow 
that  all  parts  of  the  same  thing  when  once  pro- 
duced, must  be  equal  in  value. 

We  shall  now  give  examples  of  each  of  these 
cases,  to  shew  that  the  rule  is  utterly  untrue. 

As  an  example  of  the  first  case  let  us  take  this. 
Nothing  is  more  common  in  coal  mines  than  for 
two  seams  of  coal  to  be  of  totally  different 
qualities,  and  adapted  for  different  parposes.  Now 
let  us  suppose  that  in  any  coal  mine,  there  is  a 
seam  of  excellent  coal  of  the  finest  quality,  and 
next  to  it,  there  is  a  seam  of  coal  of  very  inferior 
quality.  Any  equal  quantities  of  these  different 
seams  may  be  supposed  to  be  raised  and  conveyed 


to  market  by  exactly  the  same  quantity  of  labour, 
or  at  exactly  tho  same  money  cost.  Would  they 
sell  at  the  same  price  ?  Common  sense  days  that 
they  would  not. 

Again,  let  us  suppose  an  orchard,  or  garden. 
The  trees  are,  of  course,  cultivated  with  a  certain 
amount  of  labor,  or  expense;  consequently,  each 
individual  piece  of  fruit  must  be  the  result  of 
exactly  the  same  quantity  of  labour,  or  cost.  Yet 
everyone  knows  that  out  of  the  verv  same  orchard 
and  off  the  very  same  tree,  fruit  of  veiy  different 
qualities  will  be  gathered.  Will  these  different 
qualities  of  fruit,  fetch  the  same  price  in  the 
market?    Common  sense  savs  they  would  not. 

Next  let  us  take  the  third  case,  for  the  sake  of 
convenience.  If  cost  of  production  regulates 
value,  it  is  quite  clear  that  every  part  of  the  same 
thing  ought  to  bear  the  same  price.  The  slightest 
reflection,  however,  will  shew  that  this  is  utterly 
false.  Take  any  animal  used  for  food,  for 
example.  Do  equal  quantities  of  all  parts  of  the 
same  sheep,  or  the  same  ox,  bear  the  same  price 
in  the  market?    Common  ^ense  says  they  do  not. 

Would  equal  quantities  of  the  fruit  of  a  tree 
and  of  the  wood  of  a  tree  sell  for  the  same  price 
in  the  market?  Common  sense  says  they  would 
not. 

Mr.  Mill  has  also  seen  that  this  doctrine  is 
quite  inapplicable  in  such  cases.  After  sup- 
porting Ricardo*s  doctrine  in  cases  of  indefinite 
production,  he  says — "  It  is  now,  however,  neces- 
sary to  take  notice  of  certain  cases  to  which  from 
their  peculiar  nature  this  law  of  exchange  value 
is  inapplicable.  It  sometimes  happens  that  two 
different  commodities  have  what  may  be  termed 
a  joint  cost  of  production.  They  are  both  pro- 
ducts of  the  same  operation,  or  set  of  operations ; 
and  the  outlay  is  incurred  for  the  sake  of  both 
together,  not  part  for  one,  and  part  for  the  other. 
The  same  outlay  would  have  to  be  incurred  for 
either  of  the  two,  if  the  other  were  not  wanted  or 
used  at  all.  There  are  not  a  few  instances  of 
commodities  thus  associated  in  their  production. 
For  example,  coke  and  coal-gas  are  both  pro- 
duced from  the  same  material,  and  by  the  same 
operation.  In  a  more  partial  sense,  mutton  and 
wool  are  an  example;  beef,  hides,  and  tallow; 
calves  and  dairy  produce;  chickens  and  eggs. 
Cost  of  production  can  have  nothing  to  do  with 
deciding  the  value  of  the  associated  commodities 
relativdy  to  each  other.  It  only  decides  their 
joint  value.  The  gas  and  the  coke  together  have 
to  repay  the  expenses  of  their  production,  with 
the  ordinary  profit.  To  do  this,  a  given  quantity 
of  gas,  together  with  the  coke,  which  is  the  resi- 
duum of  its  manufacture,  must  exchange  for  other 
things  in  the  ratio  of  their  joint  cost  of  production. 
But  how  much  of  the  remuneration  of  the  pro- 
ducer shall  be  derived  from  the  coke,  and  how 
much  from  the  gas,  remains  to  be  decided.  Cost 
of  production  does  not  determine  their  prices,  but 
the  sum  of  their  prices.  A  principle  is  wanting 
to  apportion  the  expenses  of  production  between 
the  two. 

"  Since  cost  of  production  here  fails  us,  we  must 
revert  to  a  law  of  value  anterior  to  cost  of  pro- 
duction, and  more  fundamental,  the  law  of  demand 
and  supply.*'  Mr.  Mill  then  goes  on  to  explain 
the  operation  of  this  law  to  these  cases,  and  then 
says — **  This  theorem  is  not  in  itself  of  any  great 
importance :  but  tiie  illustration  it  affords  of  the 
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law  of  demand,  and  of  the  mode  in  which,  when 
cost  of  production  fails  to  be  applicable,  that 
other  principle  steps  in  to  snpply  the  vacancy,  is 
worthy  of  particular  attention." 

Here  is  well  exemplified  the  utterly  unscientific 
character  of  which  we  complain  in  the  school  of 
Political  £conomy  to  which  Mr.  Mill  belongs. 
Mr.  Mill  himself  allows  that  the  investigations 
in  Political  Economy  are  to  be  conducted  in  a 
similar  spirit  to  those  of  Physical  Science.  Does 
he,  then,  we  ask,  conduct  his  investigations  in  a 
way  that  would  be  permitted  in  any  physical 
science  whatever?  As  soon  as  any  Physicist 
saw  that  any  cases  whatever  could  by  no  pos- 
sibility be  accounted  for  by  a  law  supposed  to  be 
general,  he  would  at  once  abandon  such  a  law. 

We  have  next  to  shew  that  no  change  in  cost 
of  production  will  influence  value,  unless  accom- 
panied by  a  change  in  supply  and  demand. 

Ricardo  and  Mr.  Mill  in  fact  admit  this, 
because  they  say  that  perturbations  of  value  are 
governed  by  supply  and  demand,  which  in  fact 
concedes  the  question.  Ricardo,  in  the  passage 
from  ch.  xxx.  already  quoted,  says,  "  That  if  the 
demand  for  hats  should  be  doubled,  the  price 
would  immediately  rise;  but  that  rise  would  only 
be  temporary,  unless  the  cost  of  production  of 
hats,  or  their  natural  price,  were  raised."  But  if 
the  hats  rose  fi-om  the  increased  demand,  why 
should  they  fall  again,  without  the  supply  being 
increased  ?  If  they  ai'e  to  fall  again,  why  should 
they  have  risen  P  If  cost  of  production,  supply, 
and  demand,  remain  exactly  the  same  after  they 
have  risen,  how  can  any  change  in  their  value 
take  place  P  Ricardo  has  omitted  to  state,  what 
he  meant,  no  doubt,  that  upon  the  rise  of  prices 
from  the  increased  demand,  a  larger  supply  would 
be  produced,  which  would  again  reduce  hats  to 
their  former  value.  But  the  omission  of  this  is 
the  whole  essence  of  the  question.  Because  it 
was  the  increased  demand  which  raised  them,  and 
it  would  only  be  the  increased  supply  which  would 
lower  them.  Thus  shewing  that  it  is  entirely 
through  the  operation  of  demand  and  supply  that 
all  changes  in  value  take  place. 

In  order  to  illustrate  this,  let  us  take  an 
example  of  any  manufactured  article,  such  as 
stockings.  Let  us  suppose  that  at  any  given 
time,  they  bear  a  certain  price  in  the  market,  no 
matter  what,  and  that  there  is  a  certain  demand 
for  them  at  that  price. 

Let  us  suppose  that  at  a  certain  time  before  the 
introduction  of  macluneiy,  a  manuiacturer  em- 
ployed 1,000  hands.  Suppose,  then,  that  he 
invents  a  piece  of  machinery,  by  which  he  can 
produce  the  same  quantity  of  stockings,  but  at  the 
expense  which  only  50  men  would  be.  Now,  tf 
he  only  produces  the  same  quantity  as  before,  as 
he  will  of  course  take  the  best  price  he  can  get  for 
them,  the  demand  remaining  the  same,  it  is  quite 
evident  that  no  alteration  in  price  will  ensue,  and 
all  the  profit  accruing  from  this  diminution  in  cost 
of  production  will  go  into  the  pocket  of  the  pro- 
ducer. Consequently,  if  he  does  not  manufacture 
any  additional  quantity,  no  alteration  in  the 
market  price  will  follow ;  everything  will  go  on 
as  before.  The  only  difference  will  be,  that  that 
particular  manufacturer  will  make  enormous  pro- 
fits, owing  to  his  sagacity  and  skill  in  inventing 
this  machinery. 

But  if  the  materials  for  making  the  stockings 


can  be  supplied  in  unlimited  qnantitieSy  tiie 
nu&cturer  will  naturally  wish  to  increase  the 
quantity  he  produces,  and  realize  greater  profits. 
But  if  he  produce  a  greater  quantity  than  before, 
that  increased  quantity  will  not  be  sold  nnl^s  at 
a  diminished  price,  so  as  to  increase  the  circle  of 
buyers.  But  as  the  cost  of  production  to  him 
has  been  reduced,  he  can  afford  to  sell  at  a  dimi- 
nished price,  and  the  more  he  wishes  to  sell,  the 
more  must  the  price  be  reduced. 

Now  it  is  quite  evident  that  the  increased 
quantity  thrown  on  the  market  by  this  angle 
manufacturer,  and  offered  at  a  diminished  price, 
must  affect  the  prices  of  the  whole  quantity  in 
the  market,  because  every  one  else  must  consent 
to  sell  at  the  same  price  to  effect  a  sale  at  aU. 
Thus  every  single  manufacturer  must  accommo- 
date his  prices  to  the  market  price,  and  if  he 
cannot  produce  at  the  market  price,  he  will  hare 
to  cease  producing.  As  we  may  suppose  that 
there  are  various  degrees  of  skilfhlness  and 
economy  among  the  various  manu&ctnrers,  it  is 
quite  evident  that  at  every  successive  diminatioa 
of  the  market  price,  those  in  succession  will 
have  to  cease  working,  who  are  least  able  to 
produce  cheaply.  Hence  it  is  quite  clear  that  it 
is  the  market  price  which  regulates  the  quantity 
of  expense  that  can  be  afforded  in  producing, 
and  that  it  is  the  quantity  that  can  be  prodnoed  at 
the  least  expense  compared  to  the  whole  quantity 
that  can  be  sold,  that  regulates  the  market  price. 

These  examples  are  quite  sufScient  to  show 
that  the  Law  that  Cost  of  Production  regulates 
Value  in  cases  of  freely-produced  commodities, 
wholly  fails. 

We  have  now  to  examine  the  other  case  where 
Cost  of  Production  is  said  to  regulate  value, 
namely,  where  commodities  are  produced  by 
means  of  a  series  of  varying  Costs  of  Production. 
These  commodities  are  com,  coals,  metals,  &c. 

Ricardo  asserts  that  it  is  the  cost  of  producing 
the  last  quantity  raised  under  the  most  unfavour- 
able circumstances  that  regulates  the  value  of  the 
whole  produce. 

We  afirm,  on  the  contrary,  that  supply  and 
demand  is  the  sole  regulator  of  market  price,  and 
that  the  market  price  indicates  the  greatest  Cost 
of  Production  that  can  be  afforded,  or  the  most 
unfavourable  circumstances  under  which  prodnc- 
tion  can  take  place. 

The  Ricardian  Theory  of  Rent  is  fully  exJii- 
bited  under  Rbnt,  and  granting  that  production 
will  cease  when  it  ceases  to  be  remunerative,  the 
only  question  is  to  decide  whether  it  is  Cost  dT 
Production  that  regulates  market  price,  or  market 
price  which  indicates  the  limits  of  Cost  of  Pro- 
duction. Ricardo  says,  page  60 : — ^^  When  land 
of  an  inferior  qfiolity  is  taken  into  cuUivation,  the 
exchangeable  value  of  raw  produce  will  rise^  because 
more  labour  is  required  to  produce  i^.**  We  think 
that  the  subjects  connected  in  this  paragraph 
should  have  been  arranged  thus: — "  Wh^  the 
exchangeable  value  of  raw  produce  rises^  land  of 
an  inferior  quality  will  be  taken  into  cultivation  be- 
cause  more  labour  may  be  profitably  employed  in 
producing  it." 

During  the  great  revolutionary  war  a  succession 
of  bad  harvests,  joined  to  other  causes,  produced 
an  enormous  rise  in  the  price  of  com,  so  that  in 
1812  wheat  reached  the  price  of  I30s.  a  quarter. 
Owing  to  this  extraordinary  rise  of  price  an  im- 
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mense  quantity  of  inferior  land  was  taken  into 
cnltivation  at  an  extrairagant  cost,  because  the  far- 
mers expected  that  high  prices  would  be  perma- 
nent   JNow,  supposing  that  the  old  lands  in  culti- 
vation produced  no  more  than  they  did  during  the 
years  of  scarcity,  what  would  be  the  necessary 
consequence  of  this  additional  quantity  thrown  on 
the  market  ?    As  the  quantity  of  land  taken  into 
cultivation  could  only  be  increased  gradually,  the 
first  quantity  added  to  the  existing  supply  would 
not  have  added  much  to  it.    The  proportion  be- 
tween the  increment  and  the  existing  supply  would 
not  have  been  great,  consequently  it  would  only 
lower  the   prices  a  little,  and  would    leave  a 
large  profit  to  the  producer.    But  the  more  land 
that  was  brought  into  cultivation  the  more  would 
the  quantity  of  com  brought  to  market  be,  and 
the  more  would  the  prices  be  lowered.    And  this 
might  go  on  until  the  constantly  increasing  quan« 
titles  of  com  lowered  the  price  so  much,  that  it 
would  only  just  leave  a  profit,  and  further  produc- 
tion would  cease.    Any  further  quantity  poured 
on  the  market  could  only  depress  the  market  price 
below  the  cost  of  production,  and  ruin  the  pro- 
ducers.   Assuming,  therefore,  that  market  price 
and  cost  of  production  meet,  the  only  question  is, 
which  governs  the  other. 

It  is  perfectly  clear  that  at  all  times  the 
market  price  is  solely  governed  by  demand  and 
supply.  K  there  is  not  an  adequate  supply,  the 
market  price  would  remain  permanently  above 
the  Cost  of  Production ;  if  the  market  continued 
to  be  over  supplied,  the  price  would  remain  con- 
stantly below  the  Cost  of  Production.  Let  the 
Cost  of  Prodaction  be  what  it  will,  no  change  in 
market  price  will  take  place  except  through  an 
alteration  of  the  supply  or  the  demand.  Hence 
it  is  perfectly  clear  that  it  is  always  the  market 
price  which  indicates  the  greatest  expense  that 
can  be  afforded  as  Cost  of  Production. 

Exactly  the  same  principle  holds  good  with 
regard  to  mines.  The  Cost  of  Production  of  all 
minerals  may  vary  in  a  series  of  regular  grada- 
tions, and  at  any  particular  time  it  is  the  market 
price  which  indicates  the  most  unfavourable  cir- 
cumstances under  which  production  will  take 
place.  Mr.  Mill  says  (Vol  ii.,  p.  10,  23)  that 
money  is  a  commodity,  and  its  value  is  determined 
like  that  of  other  commodities,  temporarily  by 
demand  and  supply,  permanently,  and  on  the 
average,  by  Cost  of  Production.  But  who  can  tell 
what  the  Cost  of  Production  of  the  money  which 
is  in  circulation  has  been?  No  one  can  tell 
where  the  gold  of  which  the  money  of  the  world 
is  made  came  from.  Coinages  are  melted  and 
remelted  through  innumerable  series  of  ages.  A 
French  Economist  says  that  during  the  last  cen- 
tury, in  the  remote  districts  of  France,  there  were 
actually  coins  in  circulation  of  the  period  of  the 
Roman  Empire.  There  is  nothing  extravagant 
in  the  supposition,  nay,  there  is  every  probability, 
that  a  part  of  the  actual  gold  of  which  the  existing 
coins  are  made  may  have  come  down  to  us  from 
the  Egyptians.  It  has  certainly  come  from  a  vast 
variety  of  quai'ters,  and  been  produced  under  all 
sorts  of  varying  degrees  of  expense.  And  who 
can  possibly  tell  what  its  Cost  of  Production  has 
been? 

It  appears,  therefore,  that  the  doctrine  that 
there  are  different  classes  of  commodities,  whose 
Talaes  are  governed  by  fundamentally  distinct 


laws,  is  not  only  utterly  repugnant  to  all  physical 
science,  but  it  is  showu  to  be  utterly  untrue  in 
itself.  The  Law  of  Continuity  abolishes  all  these 
false  distinctions.  And  this  is  no  immaterial 
dispute  about  words,  it  is  not  mere  logomachy, 
but  it  is  a  fundamental  difference  of  principle 
between  two  distinct  systems  of  Political  Eco- 
nomy. We  say  that  those  who  hold  such  views 
not  only  completely  break  that  Continuity  of 
Science,  which  Bacon  so  earnestly  and  solemnly 
preached,  but  they  manifestly  invert  cause  and 
effect. 

It  is  so  extremely  important  to  understand  the 
nature  of  the  fallacy  which  runs  through  the 
whole  of  this  system  of  Political  Economy,  that 
we  may  give  an  illustration.  It  is  well  known 
that  the  cultivation  of  certain  agricultural  pro- 
ducts,'and  the  climate  they  can  flourish  in,  are 
intimatiely  connected.  At  certain  points  the 
cultivation  of  maize,  the  vines,  olives,  the  palm, 
ceases,  and  the  average  temperature  of  the  lines 
where  each  product  ceases  to  be  cultivated,  can 
be  easily  ascertained  by  observation.  Now, 
reasoning  according  to  the  doctrines  we  have 
been  discussing,  we  ought  to  say  that  the  boun- 
daries of  the  cultivation  of  these  products  regu^ 
lated  the  climate  of  the  place,  when  it  is  mani- 
festly the  reverse,  it  is  the  climate  which  indicates 
the  possibility  of  their  being  raised  with  a  profit. 

Or  again,  there  is  a  certain  kind  of  letter 
weight,  which  indicates  the  weight  of  the  letter 
by  raising  a  series  of  weights  in  succession ;  now 
it  is  quite  clear  that  it  is  not  the  last  weight 
raised  which  regulates  the  weight  of  the  letter, 
but  the  weight  of  the  letter  which  regulates 
which  weight  will  be  raised  last. 

It  is  p^ectly  true  that  in  a  great  many  cases 
the  natural  effects  of  competition  will  cause 
the  price  to  approach  very  nearly  to  Cost 
of  Production,  and  Ricardo's  law  will  ap- 
parently be  found  to  answer.  But  this  is 
just  one  of  the  things  which  must  be  most  sedu- 
lously guarded  against  in  science,  viz.,  to  give  in 
a  careless  adherence  to  a  form  of  expression,  or  a 
theory,  which  is  radically  erroneous,  because  it 
appears  to  account  for  phenomena.  It  is  the 
very  purpose  of  Inductive  Logic  to  discriminate 
between  rival  theories.  The  history  of  Physical 
Science  furnishes  abundaut  examples  to  guide  us. 
We  may  give  one.  In  the  olden  times,  philo- 
sophers thought  that  the  motion  of  projected 
bodies  had  a  natural  tendency  to  decay.  They 
always  saw  that  the  motion  of  a  projected  body 
gradually  diminished,  and  finally  ceased.  Now 
it  is  quite  easy  to  calculate  results  on  this  prin- 
ciple. Given,  a  certain  velocity  of  projection,  it 
would  have  been  quite  easy  to  calculate  when  the 
motion  would  cease,  upon  the  supposition  that  it 
naturally  decayed.  And  the  results  would  have 
agreed  with  the  calculations.  What  could  be  more 
satisfactory  ?  If,  then,  it  is  hastily  assumed  that 
because  results  may  agree  with  calculations,  the 
principles  of  these  calculations  are  therefore 
necessarily  true,  these  opinions  might  have  main- 
tained their  ground.  But  it  is  well  known  that 
modern  philosophers  have  entirely  rejected  such 
a  notion,  as  that  motion  has  a  natural  tendency  to 
decay.  They  arrive  at  the  result  by  a  totally 
distinct  principle.  They  say  that  motion  has  no 
natural  tendency  to  decay,  but  that  in  all  the 
cases  we  see,  there  are  counteracting  principles, 
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snch  as  the  reBistance  of  the  air,  Motion,  &c., 
which  oppose  it,  and  finally  destroy  it.  And  they 
unanimoasly  reject  the  former  moaeof  acconnting 
for  the  resalts,  and  adopt  the  latter.  Hence  we 
see  that  though  principles  are  manifestly  erro- 
neous, which  do  not  account  for  results,  yet  it 
does  not  necessarily  follow  that  any  principle,  or 
theory,  which  does  account  for  them,  is  tiierefore 
necessarily  true,  because  in  fact  it  may  so  happen 
that  several  theories  may  account  for  the  result, 
and  it  requires  judgment  and  consideration  to 
decide  which  is  the  true  one.  Now  the  theories 
of  value  we  have  been  discussing,  are  just  like 
the  old  theories  of  motion.  They  apparently 
account  for  results  in  a  great  many  cases,  and 
therefore  they  may  impose  upon  an  unwary 
thinker.  But  they  are  (Ungerous  and  seducing 
errors,  utterly  opposed  to  the  fundamental  prin- 
ciples of  Natural  Philosophy,  and  to  be  repudiated 
and  rejected  by  all  those  who  study  rolitical 
Economy  in  the  true  spirit  of  Science. 

OOSTAZ,  CLAUDE  ANTHELME,  who  did 

much  service  in  his  day  to  Economic  Science,  was 
bom  at  Champagne,  in  the  department  of  the  Ain. 
After  the  9th  Thermidor,  he  obtained  an  appoint- 
ment in  the  ofiSce  of  the  Board  of  Agriculture, 
and  afterwards  that  of  Commerce,  in  which  he  rose 
to  be  one  of  the  chiefs.  In  1802,  he  was  one  of  the 
founders  of  the  Society  for  the  Encouragement  of 
National  Industry,  and  five  years  afterwards  he 
suggested  and  obtained  the  establishment  of  public 
lectures  in  the  Conservatoire  des  Arts  et  Metiers^ 
which  was  just  founded.  He  was  appointed  by 
Government  to  draw  up  the  introduction  to  the 
account  of  the  Exposition  of  Nationid  Industry, 
which  was  held  the  same  year.  He  also  origi- 
nated the  ConseUs  de  Prud^hommes,  which  have 
been  of  so  much  service  in  France.  In  1812,  he 
was  appointed  to  draw  up  a  large  series  of  statis- 
tical tables,  relating  to  commerce  and  manufac- 
tures, to  be  laid  before  the  Corps  LegislaHf,  They 
exhibited  the  manufacturing  condition  of  France 
in  1789,  1800,  and  1812.  Me  has  published  the 
following  works : — 

Essai  sur  F administration  de  VagricuUure^  du 
commerce^  des  manufacturesy  et  des  subsistences. 
Paris,  1818. 

Histoire  de  VadminUtration  en  France  de  Pagri' 
culture^  des  arts  utiles^  du  commerce^  des  fnanufac- 
turesy  des  subsistences^  des  mines,  et  des  usines.  Paris, 
1843. 

MSmoire  sur  les  moyens  qui  ont  amene  le  grand 
deoeloppemeni  que  Vindustrie  Franqaise  a  pris  de- 
puis  vingt  ans.    Paris,  1816. 

COSTER.    Ouvrier  menuisier. 
Organisation  du  travail^  JEbinisterie  franqaise. 
Paris,  1851. 

COTTEEIL. 

An  examination  of  the  doctrines  of  Value,  as  set 
forth  by  A.  Smitn^  Eicardo,  M^Culloch,  ffc. 
London,  1831. 

COTTEBILL,  CHABLES  FOSTER. 

Agricultural  Distress,  its  Cause  and  Remedy, 
London,  1850. 

The  Civil  Freedom  of  Trade ;  or  the  rights  and 
duties  of  governments  in  their  relation  to  the  natural 
freedom  of  private  enterprise,    London,  1856. 


Public  Oramaries  and  the  Cycle  of  the  Seasom 
in  connection  with  Trade  and  AgricuUnre.  London, 
1856. 

COTTOE,  SIB  BOBEBT  BBirCE,  a  cele- 
brated antiquary,  whose  collection  of  maanacripts 
forms  part  of  the  original  foundation  of  the  Bri- 
tish Museum,  was  boi*n  at  Denton,  in  Hunting- 
donshire, 22nd  January,  1570.    He  was  edacat^ 
at  Trinity  College,  Cambridge.    He  devoted  him- 
self ardently  to  antiquarian  study,  and  collected  a 
vast  number  oi  manuscripts,  charters,  &C.,  and 
documents  relating  to  the  history  of  ^e  ooantry, 
which  were  chiefly  gathered  from  (he  libraries  of 
the  monasteries  broken  up  by  Henry  YIU.     His 
collection  was  of  great  use  to  Camden,  Selden,  and 
other  writers  of  that  species,  and  Cotton  himself 
was  held  in  the  highest  esteem  by  the  most  emi- 
nent men  in  James  L*s  time,  as  an  authority  on  all 
Soints  of  constitutional  law.    He  was  knighted  by 
ames  I.,  and  wrote  several  tracts  by  lus  order. 
In  1611,  the  king  was  much  straitened  for  money, 
and  afraid  to  c^  a  parliament,  was  anxious  to 
devise  some  method  of  raising  money  without  one. 
Cotton  suggested  the  creation  of  the   rank  of 
baronet,  which  was  to  be  sold.    The  king  was 
delighted  with  this  plan,  and  Cotton  was  one  of 
those  who  bought  a  baronetcy.    He  was  after- 
wards employed  both  by  the  king  and  the  Hoose 
of  Commons  to  write  several  tracts  on  various 
subjects.    In  1615  his  intimacy  with  the  vile 
favourite  of  the  king — Carr,  Earl  of  Somerset — 
caused  him  to  be  suspected  of  being  privy  to  Sir 
Thomas  Overbury's  murder.    He  was  kept  in 
confinement  for  five  months.  A  worse  misfortune, 
with  a  more  tragical  ending,  happened  to  him  in 
1629.    He  was  returned  to  the  first  Parliament  of 
Charles  I.,  and  was  in  £avour  of  a  redress  of  grie- 
vances, but  with  all  due  respect  for  the  king.    A 
tract,  in  manuscript,  was  disseminated,  beuing 
the  title,  **  A  Project  how  a  Prince  may  make 
himself  an  absolute  Tyrant."    A  great  uproar 
being  made  about  it,  it  was  traced  to  the  Cottonian 
Library.    Sir  Robert  being  quite  unconscious  of 
the  whole  transaction,  found  on  inquiry,  that  it 
got  Into  his  library  under  another  name,  without 
his  knowledge,  and  also  without  his  knowledge  had 
been  taken  from  it,  and  the  title  altered.    Al- 
though Sir  Robert  proved  his  entire  innocence  of 
the  whole  transaction,  his  library  was  seques- 
trated in  the  most  arbitrary  manner,  and  he  was 
forbidden  access  to  it.    He  took  this  so  much  to 
heart  that  he  died  of  chagrin,  6th  May,  1681.   His 
library  was  much  augmented  by  his  son  and 
grandson,  and  passed  into  the  possession  of  the 
public  in  1700.   After  various  journey ings,  it  was 
deposited  in  a  house  in  Little  Dean*s  xard,  where, 
in  1731,  it  was  much  damaged  by  fire.  111  manu- 
scripts of  great  im|)ortance  being  destroyed,  and 
99  more  injured.    In  1757  it  was  transferred  to 
the  British  Museum. 
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incorporeal  property,  called  also  a  Dkbt. 
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It  is  the  right  to  demand  a  certain  snm  of  i 
money  from  a  certain  person  at  a  certain  time. 

It  is  therefore  the  lowest  form  of  an  annnity : 
it  is  an  annuity  of  one  term :  it  is  the  right  to  de- 
mand a  single  payment,  an  annuity  in  general  is 
the  right  to  demand  a  scries  of  payments. 

An  operation  on  credit  in  commerce,  is  a  sale, 
or  an  exchange,  in  wliich  one,  or  both,  of  the 
quantities  exchanged  is  a  debt. 

The  system  of  credit  consists  in  the  creation 
and  sale  of  debts. 

It  is  divided  into  two  branches, — 1st.  Com- 
mercial Credit,  which  principally  consists  in  the 
sale  or  exchange  of  commodities  for  debts ;  2ndly, 
Banking  Credit,  which  consists  in  the  sale  or 
exchange  of  money  and  debts  for  other  debts. 

The  subject  of  Credit  is  the  greatest  and  most 
abstruse  in  Political  Economy;  what  the  Differen- 
tial Calculus  is  in  mathematics,  what  Steam  is  in 
mechanics,  that  is  Credit  in  commerce. 

2.  Considering  the  mighty  part  which  Credit 
plays  in  modern  commerce,  and  the  effects  it  has 
had  for  weal  or  for  woe  upon  nations,  we  should 
niiturally  have  expected  that  Economists  had  tho- 
roughly worked  out  the  subject,  and  were  unani- 
mously agreed  upon  its  nature  and  effects. 

So  far  is  this  from  being  the  case,  that  on  no 
subject  whatever,  if  possible,  are  they  more 
utterly  at  variance  with  each  other,  and  what  is 
more  surprising  still,  are  they  more  utterly  at 
variance  with  themselves. 

3.  It  was  out  of  the  discussions  on  the  nature  of 
credit  that  modern  Political  Economy  took  its 
rise.  The  terrible  catastrophe  of  the  Mississippi 
scheme  in  France,  which  was  an  attempt  to 
realise  "  Law's  Theory  of  Money,"  which  was,  in 
tajctf  the  prevailing  one  of  the  age,  and  still  has 
innumerable  admirers,  set  Turgot,  then  a  very 
young  man,  speculating  upon  the  nature  of  money 
and  credit,  and  gave  rise  to  his  subsequent  trea- 
tises. Turgot  did  immortal  service  to  Political 
Economy,  and  may  indeed  be  said  to  have  laid  its 
comer  stone,  by  explaining  the  true  nature  of 
money,  but  he  entirely  failed  with  that  of  credit. 

In  fact,  from  that  day  to  this,  the  subject  of 
credit  has  been  an  utter  perplexity  to  Economists. 
To  show  the  absolute  necessity  for  a  thorough 
investigation  of  the  subject,  we  have  only  to  set 
before  our  readers  the  astounding  self-contra- 
dictions of  Economists  of  the  greatest  name  on 
tiie  subject. 

4.  In  the  following  treatise  we  shall  consider 
the  subject  in  the  following  order : — 

I.  The  FundamentQl  Conceptions  upon  which 
the  Theory  of  Credit  rests, 

IL  The  Nature  of  Credit;  and  the  Elements  of 
the  Theory  of  Credit, 

in.  The  Mechanism  of  the  System  of  Credit. 

IV.  The  History  of  Ideas  on  the  subject^  and  an 
examination  of  the  opinions  of  modem  Econo- 
mists  on  iU 

SECTION  I. 
Of    thb    Fundamental    Conceptions    on 

WHICH  THE   ThBOBT   OF   CsEDIT  BESTS. 

5.  The  following  are  the  Fundamental  Concep- 
tions upon  which  the  Theory  of  Credit  rests : — 

1.  That  an  Economic  Element — or  an  article  of 
Wealth — is  anything  whose  value  may  be  mea- 
sured, as  Aristotle  said ;  or  which  has  the  power 
of  purchasing,  as  Mr.  Mill  says. 


3.  That  whatever  may  be  exchanged  separately, 
is  separate  property — ^is  an  Economic  Element — 
or  Wealth. 

3.  That  Property  is  not  a  Thing,  but  a  Right 

4.  That  Property,  or  Rights,  may  be  divided 
into  rights  to  things  in  actual  existence^  and 
rights  to  things  which  have  no  existence  at  pre- 
sent, but  will  only  come  into  existence  at  a  futore 
time. 

6,  That  Value  is  the  Exchangeable  Relation 
between  any  two  Economic  Quantities,  which  are 
each  the  Value  of  the  other,  whatever  their  nature 
be,  enduring  or  evanescent,  corporeal  or  incor- 
poreal, present  or  future,  general  or  particular. 

SECTION  n. 
The    NAT17BB    OF    Cbbdit,    and  the    £i.x- 

MBNT8  OF   THE   ThEOBT   OF   CbBDIT. 

6.  Having  laid  down  these  Fundamental  Con- 
ceptions, we  shall  now  proceed  to  investigate  the 
Nature  of  Credit,  and  show  how  it  arises. 

On  the  distinction  between  a  Bailmbnt  and  a 

Debt. 

We  have  now  to  call  our  readers*  attention  to 
a  subject  of  the  greatest  importance,  and  we  do  so 
with  the  greatest  solemnity  and  earnestness,  be- 
cause it  is  the  Pons  asinorum  of  Political  Economy. 
It  is  perhaps,  at  first  sight,  of  a  somewhat  subtle 
nature,  and  could  by  no  possibility  occur  to  any 
one  not  conversant  with  law  and  commerce.  But 
it  is  one  of  those  delicate  subtleties  which  occur 
in  all  sciences,  upon  which  the  most  important 
consequences  turn,  and  it  is,  in  fact,  a  confusion 
on  this  point  which  is  at  the  root  of  most  of  the 
false  theories  of  currency  and  credit,  which  have 
produced  such  ten*ible  catastrophes  in  the  world. 

7.  There  are.  two  species  of  paper  documents 
which  are  in  general  use  in  commerce,  which  have 
some  superficial  resemblances, — that  is,  they  both 
convey  rights  to  certain  things,  and  are  similarly 
transferable,  and  are  therefore  considered  by 
many  to  be  of  the  same  nature,  but  which  are  yet 
fundamentally  distinct  in  their  nature,  and  in 
this  radical  distinction  is  contained  the  basis  of 
the  Theory  of  Credit. 

These  species  of  paper  documents  are — 

I.  Bills  of  Lading,  Dock  Warrants,  and  all  other 

titles  to  specific  things. 
n.  Bank  Notes,  Bills  of  Exchange,  and  other 

forms  of  credit. 

8.  In  order  to  shew  clearly  the  fundamental 
distinction  between  these  two  classes  of  paper 
documents,  we  will  explain  how  each  arises. 

When  a  man  ships  goods  on  board  a  vessel,  he 
receives  A*om  the  captain  a  paper  document 
acknowledging  the  receipt  of  the  goods,  and  pro- 
mising to  deliver  them  to  whomsoever  shall  be 
the  owner  of  the  paper.  This  document  is  called 
a  BiUi  OF  Lading. 

The  shipper  of  the  goods  sends  the  BUI  of 
Lading  to  the  consignee,  who,  directly  hereceivea 
it,  may  negotiate  it,  i.e.  transfer  it  by  indorsement 
to  whomsoever  he  pleases,  in  all  respects  like  a 
Bill  of  Exchange,  and  it  may  pass  through  any 
number  of  hand^,  and  whoever  is  the  owner  of  it 
at  any  time  may  go  and  demand  the  goods  firom 
the  captain. 

Similarly,  when  goods  are  deposited  in  a  dock 
warehouse,  the  dock  master  gives  a  paper  doca- 
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ment  of  a  similar  nature  to  the  Bill  of  Lading, 
which  is  called  a  Dock  Warrant,  which  is  trans- 
ferable in  all  respects  liice  a  Bill  of  Lading,  or 
Bill  of  Exchange,  and  whoever  is  the  owner  of 
the  Dock  Warrant,  is  the  owner  of  the  goods 
described  in  it,  and  is  entitled  to  demand  and 
receive  them  from  the  dock  master. 

9.  Now  it  is  especially  to  be  observed  in  these 
two  cases,  that  although  the  goods  are  delivered 
into  the  temporary  custody  of  the  captain  or 
dock  master,  they  hare  no  Property  in  them. 
The  Property  in  the  goods  remains  with  the  ship- 
per, or  depositor,  and  is  transferred  by  him  along 
with  the  Bill  of  Lading,  or  Dock  WaiTant.  The 
captain,  or  dock  master,  is  the  mere  Bailee,  or 
Trustee  of  the  goods,  and  not  the  Owner.  He 
has  no  right  to  convert  them  to  his  own  nse,  and 
if  he  did  so,  it  would  be  a  robbery^  and  he  would 
be' liable  to  be  punished  as  a  ^ief.  Thus  the 
Bill  of  Lading  and  the  Dock  Warrant  form  One 
Property  with  the  goods,  and  cannot  be  separated 
from  them.  The  goods  travel  with  the  paper 
document.  Thus  it  may  be  said  in  this  case, 
that  the  paper  document  represents  goods.  In  this 
case  there  is  no  exchange,  and  these  documents 
have  no  valtiey  i.e.,  they  are  not  exchangeable 
separately.  They  are  not  exchangeable  for  goods 
generally,  but  are  titles  to  certain  specific  goods, 
and  no  others.  No  one  ever  spoke  of  the  value 
of  a  Bill  of  Lading,  or  a  Dock  Warrant.  Such 
documents  are  not  Cbboit,  because  the  owner  of 
them  does  not  simply  believe  that  he  can  obtain 
goods  in  exchange  for  them,  but  he  knows  that  he 
has  become  the  owner  of  certain  specific  goods. 
Such  a  transaction  is  not  an  Exchange,  but  a 
Bailicbnt. 

10.  Let  us  now  take  the  case  of  a  banker. 
Suppose  a  customer  brings  100  sovereigns  tied  up 
In  a  bag  to  his  banker,  and  asks  him  to  take  care  of 
them  for  him,  and  give  them  back  to  him,  or  any 
one  he  may  choose  to  name,  on  demand.  This 
would  confer  no  Property  in  the  money  on  the 
banker.  He  would  nave  no  right  to  use  it  for 
his  own  purposes.  If  he  gave  a  receipt  for  it, 
promising  to,  deliver  it  to  whomsoever  it  might 
be  transferred,  that  receipt  and  the  money 
would  be  One  property.  The  money  and  the 
receipt  could  not  be  separated,  and  the  very 
money  would  always  pass  along  with  the  receipt, 
and  it  would  be  in  its  nature  exactly  similar  to 
a  Bill  of  Lading,  or  a  Dock  Warrant.  The 
banker  would  be  merely  the  Bailee  or  Tbusteb 
of  the  money,  and  not  its  Owner,  and  if  he  con- 
verted it  to  his  own  nse,  he  would  be  liable  by 
law  to  very  severe  punishment. 

11.  But  this  is  not  the  ordinary  case  of  a 
banker  and  his  customer.  When  the  customer 
pays  in  money  to  his  account  at  iiis  banker*s,  the 
Property  in  the  money  passes  absolutely  to  the 
banier.  He  is  not  the  Trustee  or  the  Bailee 
of  it,  but  he  becomes  the  Owner  of  it,  and  is  en- 
titled to  use  it  in  any  way  he  pleases  for  his  own 
purposes.  In  exchange  for  this  money,  he  creates 
a  Credit  in  his  customer's  favor,  promising  to 
deliver  him  an  equal  amount  of  money  on  demand. 
This  transaction  is,  in  fact,  an  exchange  or  a  sale. 
The  banker  buys  the  money  from  his  customer 
by  selling  him  the  right  to  demand  an  equal 
quantity  of  money,  at  any  time  he  pleases.  Here, 
therefore,  a  New  Property  is  created.  The  cus- 
tomer may  transfer  this  property  to  whomsoever 


he  pleases,  and  it  has  valuey  because  the  owner  of 
it  can  exchange  it  for  money,  or  anything  else.  It 
is  called  Credit,  because  the  owner  of  it  only 
believes  he  can  obtain  money  in  exchange  for  it, 
but  there  is  no  specific  money  appropriated  to  it. 
The  banker  is  not  the  trustee  of  the  money, 
but  he  becomes  the  debtor  of  the  customer,  and 
if  unfortunately  he  should  happen  to  fail,  his  cus- 
tomers are  only  entitled  to  have  his  property 
divided  among  them,  and  must  take  their  chance 
of  having  their  debts  paid  in  full. 

Now  we  must  observe  this.  By  this  operation 
a  New  Property  is  called  into  existence,  by  the 
act  of  the  will,  or  the  mutusd  consent,  of  both 
parties.  This  debt,  or  obligation,  is  a  species  of 
property  which  is  called  Credit. 

Thus,  says  Mr.  Williams,  Law  of  Personal 
Propertu,  ]».  5,  speaking  of  debts—^^  Choses  in 
action  having  now  become  assignable,  become 
an  important  kind  of  personal  property.**  Again, 
p.  58, — ^*^A  legal  chose  in  action  constitutes  a 
valuable  kind  of  personal  Property. 

Again,  p.  155, — "In  addition  to  goods  and 
chatties  in  possession,  which  have  always  been 
personal  property,  and  to  Debts,  which  have  long 
been  considered  so,**  &c. 

•  12.  Hence,  we  see  that  Credit  or  Debt  is  itself 
a  species  of  independent  property,  which  may  be 
bought  and  sold,  and  is  so  to  the  amount  of  millions 
of  money  daily.  And  there  are  shops  for  the 
express  puipose  of  buying  and  selling  this  species 
of  property.  As  there  are  shops  for  dealing  in 
bread,  clothes,  furniture,  &c.,  so  there  are  shops 
for  the  particular  purpose  of  buying  and  selling 
debts,  and  these  shops  are  called  Banks. 

And  as  there  are  fish  markets,  and  corn  mar- 
kets, and  many  other  sorts  of  markets,  so  also 
there  is  a  market  for  buying  and  selling  foreign 
debts,  which  is  called  the  Botal  Exchange. 
Thus  banks  are  nothing  but  debt  shops,  and  the 
Royal  Exchange  is  the  great  debt  market  of 
Europe. 

13.  Now  a  debt  being  itself  independent,  ex- 
changeable property,  which  is  bought  and  sold  to 
the  amount  of  millions  of  money  daily,  and  also 
being  the  largest  species  of  property  employed  in 
the  purchase  of  commodities,  is  by  the  very 
force  of  the  definition  given  by  Aristotle  and 
Mr.  Mill,— Wealth  I 

14.  Hence  we  at  once  strike  at  the  root  of  an 
enormous  amount  of  confusion  on  the  subject; 
for,  as  we  have  shown  hereafter,  the  common 
notion  of  credit  is,  that  it  is  the  transfer  ofcapital^ 
whereas  we  have  shown  above,  that  credit  u  the 
name  of  a  certain  species  of  property* 

In  the  apparently  subtle  distinction  between 
Bills  of  Lading  being  merely  titles  to  certain 
specific  property,  and  Bank  Notes  being  merely 
naked  rights  which  may  be  exchanged  for  money, 
lies  the  basis  of  the  whole  Theory  of  Credit,  with 
all  its  enormous  consequences. 

On  Commercial  Credit 

15.  In  order  to  present  the  subject  in  as  great 
a  variety  of  ways  as  possible,  we  will  consider 
another  case. 

Let  us  suppose  that  two  persons  trade  with 
each  other,  say  a  wine  m<||^hant  and  a  tea-dealer. 
Then  if  they  want  firom  each  other,  quantities  of 
each  other*s  produce  eqnal  in  value,  they  can 
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efifoct  an  exchange,  and  there  is  an  end  of  the 
transaction. 

16.  Bat  let  ns  enppoee  that  the  wine  mer- 
chant does  not  want  so  mnch  tea,  to  the  value  of 
6  lbs.  saj,  as  the  tea-dealer  wants  wine.  Then 
there  will  be  an  unequal  exchange  of  present 
wants.  The  matter,  however,  may  be  arranged 
in  two  different  ways. 

1.  Although  the  wine  merchant  does  not  want 
the  tea  at  present,  he  will  probably  want  it  at  some 
future  time.  The  tea-dealer  might,  therefore, 
sever  from  his  stock  of  tea  the  quantity  due,  say 
6  lbs.,  and  set  it  apart  as  the  property  of  the  wiue 
m^ chant,  and  agree  to  keep  it  for  him  till  he  re- 
quires it.  He  might  also  give  him  a  receipt  for 
it,  promising  to  deliver  it  to  him,  or  to  any  one 
who  might  be  the  owner  of  the  paper,  on  demand. 
Such  a  receipt  might  be  transferred  from  hand  to 
hand  any  number  of  times  in  commerce,  and 
would  always  carry  with  it  the  property  in  the 
6  lbs.  of  tea.  This  document  would  be  similar  to 
the  Bills  of  Lading  and  Dock  Warrants  described 
above.  It  would  form  but  one  property  with  the 
tea,  and  this  document  represents  tea.  The  tea- 
dealer  has  parted  with  the  property  in  that 
specific  portion  of  tea,  and  from  being  the  owner 
of  it,  has  become  merely  the  bailee  or  trustee  of  it. 
and  has  lost  all  power  to  use  it  for  his  own  profit. 

2.  The  wine  merchant  may  not  wish  to 
have  the  tea  at  all,  nor  anything  else  at  the  time. 
He  must  have,  therefore,  a  pledge  that  he  shall  be 
enabled  to  make  an  exchange,  or  receive  what  he 
wants  at  some  future  time.  And  this  pledge  may 
be  of  two  different  forms ;  1st,  the  tea-dealer  may 
give  him  the  amount  of  the  debt  in  money,  which 
will  enable  him  to  get  what  he  wants  from  any 
one  else.  Now,  we  observe  that  this  money  is 
neither  meat  nor  drink,  nor  anything  else  useful 
to  man,  it  is  only  the  means  whereby  these  things 
can  be  got.  And  the  wine  merchant  only  takes  it 
because  he  believes  he  can  exchange  it  for  what 
he  wants  at  any  time.  It  is,  therefore,  as  has 
often  been  observed,  a  general  bill  of  exchange  on 
the  whole  commercial  community—- it  is  general 
Cbbdit. 

It  is  also  to  be  observed  that  though  it  is  ex- 
changeable for  commodities  in  general,  it  does  not 
represent  them,  as  bills  of  lading  represent  goods. 
It  is  separate  and  independent  exchangeable  pro- 
perty over  and  above  commodities.  It  h  of  the 
value  of  commodities,  but  does  not  represent  them. 

2nd.  Instead  of  giving  him  money,  the  tea- 
dealer  may  merely  give  the  wine  merchant  his 
promise  to  pay  the  tea  when  demanded.  Now, 
this  is  manifestly  not  a  general  pledge,  but  only  a 
particular  one.  The  tea-dealer  does  not  part  with 
the  property  in  any  portion  of  the  tea.  He  is 
still  the  owner  of  all  his  own  stock,  and  may  sell 
and  dispose  of  it  all  for  his  own  profit  if  he  pleases. 
But  he  has  created  a  pledge  that  he  will  deliver 
5  lbs.  of  tea  whenever  he  is  asked  for  them.  Now 
the  least  consideration  will  shew  that  this  pledge 
is  of  the  same  general  nature  with  the  money. 
The  only  thing  is  this,  that  whereas  the  money 
is  exchangeable  for  anything  with  anybody,  and 
is  therefore  oi  general  value,  this  promise  to  pay 
tea  is  only  exchangeable  for  tea  with  him.  It  is, 
therefore,  particular  value.  Moreover,  he  may 
&il,  and  be  unable  to  pay  the  tea,  and  therefore 
the  value  of  the  pledge  may ^be  precarious.  Honey, 
therefore,  is  of  general  and  permanent  valne^ 


this  pledge  Is  of  particular  and  precarious 
value.  Now  this  pledge  or  right  la  a  new 
property  created.  It  may  be  recorded  on  paper, 
and  transferred  or  exchanged  any  number  of 
times  in  commerce,  among  persons  who  bdieve 
in  the  tea-dealer's  capacity  to  pay  the  tea  when 
required.  This  document  does  not  represent  SVbs. 
of  tea,  but  is  of  the  Yalub  of  5  lbs.  or  tea. 

17.  And  this  is  a  ^ood  opportanity  to  pomt 
out  the  enormous  mischief  the  expression  Imirimsie 
Value  has  worked  in  Political  Economy,  for  it  is 
this  which  has  been  the  chief  cause  of  the  con- 
fusion which  has  arisen  about  the  Theory  <^  Credit. 

It  is  very  commonly  said  by  writers  even  of 
the  greatest  name,  that  money  has  Intrinsic  value, 
and  paper  representative  value,  because  labor  has 
been  bestowed  on  the  one,  and  none  on  the  other. 
The  least  reflection  will  show  the  utter  ateordity 
of  this  doctrine.  Adam  Smith  himself  says  that 
if  money  would  exchange  for  nothing,  it  wonld 
be  of  no  value,  which  manifestly  proves  that 
value  does  not  depend  on  labor  but  upon  ex- 
changeability. In  fact  directly  we  observe  tiiat 
the  value  of  a  thing  is  the  thing  for  which  it  will 
exchange,  it  manifestly  follows  that  nothing  can 
have  intrinsic  value,  unless  it  has  the  thing  it 
will  exchange  for  inude  itself. 

18.  Now  as  the  value  of  a  thing  is  the  tiling 
for  which  it  will  exchange,  it  manifestly  follows 
that  anything  has  as  many  values,  as  things  it 
will  exchange  for.  If  a  thing  will  exchange  for 
an  infinite  number  of  things,  it  has  an  infinite 
number  of  values.  If  it  will  exchange  for  only 
one  thing  it  has  only  one  value. 

19.  Therefore  the  value  of  a  promise  is  tiie 
thing  promised.  If  the  promise  cannot  be  ftalfiUed, 
then  the  promise  has  lost  its  value. 

Now  the  £1,  or  money,  is  of  the  value  of  5  lbs. 
of  tea — and  an  infinity  of  other  things  bestdes. 

The  '^  promise  to  pay  "  the  5  lbs.  of  tea  is  of 
the  value  of  6  lbs.  of  tea— neither  more  nor  leas. 

It  is  Cbedit  because  the  person  who  receives 
it,  or  gives  anything  in  exchange  for  it,  believea 
he  can  exchange  it  for  tea. 

20.  Now  we  see  at  once  that  this  CmxDrr, 
though  greatly  inferior  in  security  and  genarallty 
of  value,  is  nevertheless  of  the  same  fundamentid 
nature  as  money,  in  fact,  it  is  only  a  lower  form  of 
money.  Or  rather,  we  may  say,  that  money  is 
only  the  hishest  and  most  gener^  form  of  Credit. 

21.  And  as  money  is  a  separate  and  indCTcn- 
dent  exchangeable  property,  wholly  distinct  from 
commodities,  so  Credit  is  separate  and  indepen- 
dent exchangeable  property,  wholly  distinct  from 
money  and  commodities.  Credit  is  manifestly  a 
substitute  for  money.  And  it  is  manifest  that 
the  whole  aggregate  of  commerical  debts  are 
merely  a  substitute  for  an  equal  amount  of  money. 

22.  Credit,  however,  is  not  generally  expressed 
in  the  form  of  a  promise  to  pay  goods,  it  is  invari- 
ably, in  this  country  at  least,  expressed  in  the 
form  of  a  promise  to  pay  money,  and  therefore 
it  is  of  the  value  of  money.  The  quantity  of 
commercial  credit  which  is  created  and  exchanged 
in  this  country  is  something  enormous,  and  there 
is  no  possibility  of  forming  any  estimate  of  its 
amount,  which  can  bear  any  reliable  approxima- 
tion to  the  truths  because  the  greater  portion  of 
it  never  gets  into  a  form  which  appears  to  the 
public  at  all,  but  is  locked  up  in  the  books  of 
traders. 
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23.  Heiiee  we  see  the  radical  and  fandamental 
distinction  between  Bills  of  Lading,  Dock 
Warrants,  &c.,  on  the  one  hand,  and  instruments 
of  Credit  on  the  other. 

The  former  are  always  simply  titles  to  certain 
specific  Goods,  they  always  go  with  them,  and 
cannot  be  separated  from  them,  and  therefore  they 
form  only  One  property  with  them.  They  always 
arise  ont  of  a  Bailmbmt,  and  never  oat  of  an 
Exchange,  and  they  may  justly  be  said  to 
Represent  goods.  Moreover  they  form  no 
addition  to  the  mass  of  exchangeable  property. 

On  the  other  hand,  instruments  of  Credit  of  all 
sorts  are  always  claims  against  the  Person,  and 
are  absolutely  severed  from  any  connection  with 
any  specific  goods,  which  is  the  very  circumstance 
from  which  they  derive  their  name.  They  circu- 
late merely  on  the  belief  that  they  can  be  ex- 
chai^ed  for  money.  They  always  arise  out  of 
an  Exchange,  and  never  out  of  a  Bailment. 
Bills  of  Lading,  &c.,  always  go  with  goods,  &C.9 
Bank  Notes,  &C.,  are  always  exchanged  for  money, 
or  goods.  Bills  of  Lading,  &c.,  represent  goods, 
but  Bank  Notes.  &c.,  are  of  the  Value  of  money. 
Moreover  Credit  in  all  its  shapes  and  forms,  is 
an  addition  to  the  mass  of  other  exchangeable 
property. 

^4.  From  this  it  follows  that  Bills  of  Lading 
can  never  exceed  in  quantity,  the  goods  they 
represent;  but  instruments  of  Credit  of  all  sorts 
immensely  exceed  in  quantity  the  money  in  the 
country — on  the  lowest  calcidation,  tenfold.  The 
considerations  we  have  arrived  at  will  throw  a 
great  light  we  shall  find  hereafter,  on  a  question 
of  momentous  consequence — the  Limits  of 
Credit. 

25.  The  considerations  we  have  presented  re- 
specting the  independent  nature  of  Credit  as  a 
species  of  property,  will  be  manifest  to  any  one 
who  thinks  of  the  ordinary  language  of  commerce. 
Thus,  the  assets,  or  the  property  of  a  banker,  are 
always  stated  at  so  much,  and  his  liabilities,  or 
debts,  or  the  credit  which  he  is  likble  to  exchange, 
at  so  much,  thereby  treating  the  property  and  the 
debts  as  manifestly  independent  quantities.  So  a 
bankrupts  assets  are  said  to  be  so  much,  and  his 
liabilities,  or  the  credit  he  has  created,  to  be  so 
much,  also  independent  quantities.  It  is  always 
usual  to  speak  of  the  value  of  a  bank  note  or  a 
bill  of  exchange.  No  one  ever  spoke  of  the  value 
of  a  bill  of  lading,  for  the  very  reason  that  there 
can  be  no  value  without  an  exchange,  and  no 

/exchange  without  value.  Almost  all  commercial 
crises  arise  out  of  the  excessive  creation  of  that 
species  of  property  called  Credit;  no  one  ever 
heard  of  a  commercial  crisis  being  produced  by 
bUls  of  lading  or  dock  warrants. 

26.  The  doctrine  that  we  have  stated  above, 
that  credit  is  independent  property,  will  be  found 
in  abundance  of  places,  and,  m  fact,  it  is  so  well 
known  to  every  one  who  has  the  simplest  know- 
ledge of  the  first  principles  of  law  ana  commerce, 
that  it  may  seem  scarcelv  worth  dwelling  on  at 
BO  great  length.  But,  unfortunately,  while  many 
Economists  acknowledge  it  in  some  places,  in 
other  parts  of  their  works  they  quite  forget  it. 
In  fiict,  it  is^the  incredible  confusion  between 
value  being  what  a  thing  will  exchange  for,  and 
the  labor,  or  cos^  of  producing  the  thing  itself, 
and  between  Credit  being  separate  exchangeable 
property  transferred  by  means  of  Bills,  Notes,  &c.. 


and  its  being  the  transfer  of  capital,  that  has 
thrown  the  Theory  of  Credit  into  such  confusion. 

27.  Some  writers,  however,  while  they  fully 
admit  that  a  debt  is  property  to  be  added  to  that 
of  the  owner  of  it,  say  that  it  is  to  be  subtracted 
from  the  property  of  the  obligor,  and  therefore 
npon  the  whole  it  is  nothing. 

As  this  notion  is  very  common;  and,  as  in  fact, 
it  contains  the  real  subtlety  of  the  subject,  we 
shall  quote  an  exti-act  from  Mr.  Thomton*s  Work 
on  Pi^r  Credit,  in  which  it  is  fully  stated.  He 
says  p.  19. — ^^'It  may  conduce  to  &e  prevention 
of  error  in  subsequent  discussions,  to  define  in  this 
place,  what  is  meant  by  commercial  capital.  This 
consists,  first,  in  the  goods,  (part  of  them  in  the 
course  of  manufacture)  which  are  in  the  hands  of 
of  our  manufacturers  and  dealers,  and  are  in  their 
way  to  consumption.  The  amount  of  these  is 
necessarily  larger  or  smaller  in  proportion,  as  the 
general  expenditure  is  more  or  less  considerable, 
and  in  proportion,  also,  as  commodities  pass  more 
or  less  quickly  into  the  hands  of  the  consumer. 
It  further  consists  in  the  ships,  buildings,  machin- 
ery and  other  dead  stock  maintained  for  the 
purpose  of  carrying  on  our  manufactures  and 
commerce,  imder  which  head  may  be  included 
the  gold  found  necessary  for  the  purposes  of  com- 
merce, but  at  all  times  forming  a  very  small  item 
in  this  great  account.  It  comprehends  also  the 
Debts  due  to  our  traders  for  goods  sold  and 
delivered  by  them  on  credit ;  debts  finally  to  be 
discharged  by  articles  of  value  given  in  return. 

^  Commercial  capital,  let  it  then  be  understood, 
consists  not  in  paper,  and  is  not  augmented  by 
the  multiplication  of  this  medium  of  payment. 
In  one  sense,  indeed,  it  may  be  increased  by 
paper.  I  mean  that  the  nominal  value  of  the 
existing  goods  may  be  enlarged  through  a  reduc- 
tion which  is  caused  by  paper,  in  the  value  of 
that  standard  by  which  all  property  is  estimated. 
The  paper  itself  forms  no  part  of  the  estimate. 

^  This  mode  of  computing  the  amount  of  the 
nation^  capital  engaged  in  commerce  is  substan- 
tially the  same  with  that  in  which  each  commercial 
man  estimates  the  value  of  his  own  property. 
Paper  constitutes,  it  is  true,  an  article  on  the  credit 
side  of  the  books  of  some  men,  but  it  forms  an 
exactly  equal  item  on  Uie  debit  side  of  the  books 
of  others.  It  constitutes,  therefore,  on  the  whole, 
neither  a  debit  nor  a  credit.  The  banker  who 
issues  jE20,000  in  notes,  and  lends  in  consequence 
£20,000  to  the  merchants,  on  the  security  of  bills 
accepted  by  them,  states  himself  in  his  books  to 
be  the  debtor  to  the  various  holders  of  his  notes, 
to  the  extent  of  the  sum  in  question ;  and  states 
himself  to  be  the  creditor  of  the  acceptors  of  the 
bills  in  his  possession  to  the  same  amount.  His 
valuation,  therefore,  of  his  own  property  is  the 
same  as  if  neither  the  bills  nor  the  bank  notes 
had  any  existence.  Again,  the  merchants  in 
making  their  estimate  of  property  deduct  the 
bills  payable  by  themselves,  which  are  in  the 
drawer  of  the  banker,  and  add  to  their  estimate, 
the  notes  of  the  banker,  which  are  in  their  own 
drawer;  so  that  the  valuation  likewise  of  the 
capital  of  the  merchants  is  the  same  as  if  the 
paper  had  no  existence.  The  use  of  paper  does 
not,  therefore,  introduce  any  principle  of  delusion 
into  that  estimate  of  property  which  is  made  by 
individuals." 

28.    The  above  extract  contains  the  views  to 
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which  we  wish  to  direct  attention,  as  plausibly 
stated,  and  in  as  brief  a  compass  probably,  as  it  is 
possible  to  do  so.  It  is  also  a  remarkable  ex- 
ample to  shew  the  extreme  cantion  necessary  in 
stating  an  Economical  question,  for  however 
apparently  sonnd  it  is,  it  is,  nevertheless,  one  tissue 
of  fallacies,  and  if  it  were  translated  into  mecha- 
nical language,  they  would  be  manifest  at  once  to 
any  one  conversant  in  the  smallest  degree  with 
Natural  Philosophy. 

Mr.  Thornton's  argument  is  simply  this: — 
Suppose  A  to  have  £100  in  money,  and  a  three 
months*  bill  on  B  of  £50  besides.  Suppose  B 
also  to  have  £100,  having  accepted  the  Bill  for 
£50,  at  3  months. 

Then  A*s  property  would  be  stated,  thus, — 

£100  +  £50. 

B's  property  would  be  stated,  thus, — 

£100  —  £50. 

Now  Mr.  Thornton's  argument  is  that  the 
-f-  £50,  and  the  —  £50  balance  each  other,  the 
result  is  0,  which  is,  according  to  him,  the  same 
thing  as  saying  that  neither  of  these  quantities 
exists. 

29.  This  view  may  appear  to  have  some 
plausibility  at  first  sight,  but  the  slightest  reflec- 
tion will  shew  that  it  is  totally  erroneous. 

Suppose  a  landlord  lets  a  farm  to  a  tenant  who 
agrees  to  pay  him  a  yearly  rent.  The  tenant  is 
under  the  obligation  to  pay  his  rent  a  year  hence, 
which  is  just  as  if  he  had  accepted  a  bill  payable 
12  months  after  date.  Now  the  right  to  receive 
that  rent  is  an  actually  existing  right  in  the 
landlord,  it  is  his  property,  which  he  may  sell  or 
transfer  to  any  one  else.  It  is  plus  to  him,  and  an 
addition  to  his  other  property.  The  tenant  is 
bound  to  pay  this  rent.  He  is,  therefore,  exactly 
in  the  same  position  as  the  merchant  who  has  ac- 
cepted a  bill,  and  therefore  this  rent  is  minus  to 
him  just  as  the  bill  is  to  the  merchant.  It  is 
quite  clear  that  if  the  property  of  a  merchant 
who  has  accepted  a  bill  for  £50  is  stated,  thus, — 

£100  — £50. 
the  property  of  a  farmer  who  is  bound  to  pay  rent 
must  be  stated  thus, — 

Property — Rent. 

But  no  one  would  ever  say  that  because  a 
farmer  has  agreed  to  pay  rent  a  year  hence,  that 
is  any  diminution  of  his  balance  at  his  banker's, 
or  to  be  subtracted  from  the  present  amount  of  his 
property.  It  is  quite  clear  that  the  future  rents 
stipulated  to  be  paid  are  meant  to  be  paid  out 
of  future  profits  which  are  yet  to  be  produced. 

30.  It  is  j  ust  the  same  with  a  merchant  who  has 
accepted  a  bill  payable  three  months  hence.  He  is 
not  in  debt  at  the  present  time,  any  more  than  the 
farmer.  The  well-known  maxim  of  law  is,  that 
credit  unexpired  may  he  pleaded  under  the  general 
issue,  whicn  means  that  if  a  man  sues  another  for 
an  obligation  not  yet  due,  he  may  reply  simply 
that  he  is  not  in  debt  at  all  I  It  is  quite  clear, 
therefore,  that  in  this  case,  the  —  cannot  by  any 
possibility  mean  subtraction, 

31.  This  then  is  the  paradox.  The  right  to 
receive  the  future  rent  is  an  addition  to  the  other 
existing  property  of  the  landlord.  In  this  case 
-f-  means  addition. 

But  though  the  tenant  is  bound  to  pay  the  rent, 
and  it  is  therefore  —  to  him,  it  is  not  to  be  sub' 
iracted  from  his  present  property,  and  it  is  no 


diminution  of  it.    And  in  this  caae  the  sign  — 
cannot  mean  subtretction* 

What  then  does  it  mean  f 

In  the  first  place,  we  may  say  that  the  view  we 
have  been  considering  sins  fundamentally  against 
the  Philosophy  of  Science.  For  it  is  one  of  the 
great  fundamental  laws  of  Philosophy  that  when 
once  the  fundamental  conception  of  a  science  is 
settled,  all  questions  in  the  science  must  be  stated 
so  as  to  be  in  harmony  with  the  fundamental  con- 
ception of  the  science.  Now  as  the  fundamental 
conception  of  the  Science  of  Political  Economy  is, 
that  it  is  the  Science  of  Exchanges,  it  follows  that 
every  question  in  it  must  be  stated  as  a  question 
of  exchange.  Now  according  to  Mr.  Thornton's 
mode  of  stating  the  question,  he  makes  it  a  ques- 
tion of  addition  and  subtraction;  now  addition 
and  subtraction  are  not  exchange,  and  therefore 
it  is  quite  clear  that  that  mode  of  stating  the 
question  must  be  wrong.  It  is  clear  that  it  must 
be  stated  in  the  form  of  an  Exchange. 

Moreover,  any  one  versed  in  Natural  Philoso- 
phy will  at  once  see  the  nature  of  the  fallacy 
involved  in  Mr.  Thornton's  mode  of  statement. 
It  is  just  as  if  we  were  to  say  that  because  equal 
and  opposite  quantities  neutralize  each  other's 
effect  for  certain  purposes,  and  the  result  is  0^ 
that  that  is  the  same  thing  as  saying  the  quanti- 
ties themselves  do  not  exist.  We  shall  fully 
illustrate  this  afterwards. 

32.  It  may  be  as  well,  however,  here  to  pre- 
sent to  our  readers  the  different  conceptions  which 
are  held  respecting  Credit,  or  Debts.  Algebraists 
long  ago  remarked  that  debts  were  negative  quan- 
tities. They  are  called  so  by  Maclaurin,  and  as 
may  be  seen  in  the  extracts  given  below,  by  Euler 
and  Peacock.  So  in  the  article  Algebra,  in  the 
Encycloptedia  Britannica,  it  says,  §  3, — **  A  per- 
son's property  may  be  considered  as  a  positive 
quantity,  and  his  debts  as  a  negative  quantity." 
Adam  Smith,  as  may  be  seen  below,  counts  paper 
money  as  cumulative  property,  over  and  above 
gold  and  silver  money.  Mr.  Mill,  as  may  be  seen 
below,  in  some  places  expressly  calls  bank  notes 
productive  capital,  and  a  substitute  for  money,  and 
separate  exchangeable  property.  But  in  others, 
he  makes  Credit  to  be  the  transfer  of  capital.  We 
have  seen  above  that  Mr.  Thornton  miUces  it  to  be  a 
subtraction  from  property,  and  Dr.  Peacock,  in  the 
extract  given  below,  makes  it  to  be  property 
affected  with  the  negative  sign. 

33.  This  is  a  specimen  of  the  admired  confusion 
that  reigns  throughout  all  Political  Economy. 
Here  are  no  less  than  four  distinct  conceptions 
of  the  nature  of  Credit  f  Some  of  these  are  used 
quite  indiscriminately  by  writers,  without  the 
slightest  apparent  notion  of  their  inconsistency. 
We  have  now,  therefore,  to  determine  what  is 
the  true  conception  of  Credit,  among  tiiese  con- 
flicting notions. 

34.  In  order  to  assist  us  in  the  investigation  of 
this  point,  we  may  see  what  the  analogy  of  other 
sciences  suggests.  There  is  scarcely  any  other 
science  in  which  the  negative  sign  does  npt 
appear.  In  all  of  these  there  are  negative  quan- 
tities. Take  Analytical  Geometry,  Mechanics, 
Optics,  Electricity,  or  whatever  science  we  please, 
and  we  observe  that  in  each  of  these,  negative 
quantities  are  not  transfers  of  positive  ones,  or 
subtractions  from  positive  ones,  or  positive  ones  af- 
fected with  a  negative  sign,  but  separate  and  inde- 
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lont  quantities  themselves.  Hence  we  maj 
mce  anticipate  by  analogy  that  negative  quan- 
es  in  Political  Economy,  are  not  transfers  of 
jitiye  ones,  or  subtractions  from  positive  ones, 
property  affected  with  the  negative  sign.  But 
.at  they  are  separate  and  independent  quantities 

.hemselves. 
But  if  the -sign  —  does  not  mean   subtraction 

in  Political  Economy,  what  does  it  mean  ? 
And  what  is  the  meaning   of  a  Nbqativs 

Economic  Quantity  f 

On  the  Application  of  the  Theory  of  Algebraical 
SignSf  and  of  the  Separation  of  the  Signs  of  Posi- 
tion and  Operation  to  Political  Economy, 

35.  The  perplexities  of  the  Theory  of  Credit 
which  have  bs^ed  all  the  Economists  in  the 
world  to  explain,  can  only  be  unraveled  by  the 
great  modern  Algebraical  doctrine  of  the  Separa- 
tion of  the  Signs  of  Position  and  Operation, 

As  the  introdaction  of  this  great  doctrine  into 
Political  Economy  is  perfectly  novel,  we  shall 
have  to  treat  of  it  very  fully. 

36.  It  Is  a  remarkable  example  of  the  almost 
universal  truth,  that  practice  has  always  preceded 
theory,  that  even  the  practice  of  science  long  pre- 
ceded the  theory  of  science.  Thus,  from  the  days 
of  Dlophantus,  it  was  perfectly  well  known  as 
an  empirical  rule  that  in  Algebra  —  x  —  gives  + . 
Bat  though  that  was  the  rule  universally  adopted 
in  practice,  because  no  other  would  lead  to  right 
results,  algebraists  were  wholly  unable  to  explain 
the  reason  of  it.  It  was  wholly  unknown  to 
Newton,  and  when  he  tried  to  explain  it,  the 
great  Euler  babbled  like  a  child. 

37.  The  real  explanation  has  only  been  given 
within  the  present  century,  and  is  known  by  the 
name  of  the  Separation  of  the  Signs  of  Position  and 
Operation. 

Writers  who  are  not  versed  in  Natural  Philoso- 
phy, have  no  conception  of  the  signs  +  and  — 
meaning  anything  but  addition  and  subtraction, 
whereas  every  one  who  knows  anything  of  the 
subject,  knows  perfectly  well  that  the  symbols 
H-i  0,  and  — ,  have  an  immense  variety  of  mean- 
ings in  Natural  Philosophy,  according  to  the 
particular  circumstances  under  which  they  occur, 
and  it  is  wholly  impossible  to  determine  their 
meaning,  until  we  know  the  particular  state  of 
circumstances,  out  of  which  they  arise. 

38.  We  have  shown  (Continuity,  Law  of) 
that  every  great  science  is  founded  upon  some 
single  idea,  or  conception,  or  quality,  which  must 
be  of  the  most  general  nature,  and  that  every 
quantity  whatever,  in  which  that  quality  is 
found,  is  an  element  in  that  science,  no  matter 
what  other  qualities  are  found  in  it. 

Now,  as  Political  Economy  is  the  science  of 
exchanges,  or  of  values,  it  necessarily  follows  that 
every  quantity  whatever,  which  is  capable  of 
being  exchanged  or  valued,  must  be  an  economical 
element,  no  matter  what  its  nature  be,  enduring 
or  evanescent,  corporeal  or  incorporeal. 

39.  But  these  elements  in  the  various  sciences 
may  be  endowed  with  opposite  qualities,  and 
when  they  are  so,  it  is  universally  the  custom  in 
Natural  Philosophy  to  distinguish  them  by  the 
signs  +  and  — . 

They  are  then  called  signs  of  position,  or  of 
affection. 
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The  instances  of  this  that  might  be  quoted  from 
the  various  branches  of  Natural  Philosophy  are 
innumerable,  and  we  will  only  quote  a  few  to 
illustrate  our  meaning,  and  to  furnish  analogies 
to  guide  us  to  the  solution  of  the  perplexities  of 
Political  Economy. 

Thus  in  Algebraical  Greometry,  in  which  it  is 
necessary  to  lix  the  position  of  lines,  it  is  usual 
to  take  some  fixed  point  called  the  origin,  and 
then  lines  drawn  in  opposite  directions  from  that 
if  the  lines  drawn  to  the  right  of  this  point  are 
distinguished  by  the  sign  -h,  those  drawn  to  the 
left  are  denoted  by  the  sign  — .  If  those  drawn 
up  from  it  ai-e  +,  those  drawn  down  from  it  are 

So  if  a  line  revolving  in  one  direction  be  -Hf 
when  it  revolves  in  the  other  it  is  — . 

So  if  two  mechanical  forces  act  in  opposite 
directions,  they  are  distinguished  by  opposite  signs. 

So  if  an  accelerating  force  be  denoted  by  -H, 
a  retarding  force  will  be  denoted  by  — .  And  a 
retar^ng  force  may  be  called  a  ne^tive  acce-> 
lerating  force,  and  an  accelerating  force  may  be 
called  a  negative  retarding  force. 

The  engines  of  a  steamer  going  a-head  may  be 
denoted  by  +,  when  going  astern  by  — . 

A  curious  instance  of  this  may  be  cited  from 
steam  navigation.  Owing  to  the  resistance  of  the 
water,  the  paddles  and  the  screw  of  a  steamer  do 
not,  in  general,  propel  the  vessel  through  the 
water  so  fast  as  they  would  do  if  there  were  no 
resistance.  This  loss  of  speed  is  called  the  slip. 
But  in  the  case  of  the  screw,  by  giving  the  stern 
of  the  vessel  a  particular  shape,  the  paradoxical 
result  may  be  produced,  that  she  may  actually 
be  made  to  go  taster  through  the  water  than  she 
ought  to  do,  if  the  screw  were  working  in  a  solid. 
Thus,  in  this  case,  the  difference  between  the 
theoretical  and  the  actual  speed  is  a  gain  instead 
of  a  loss,  and  this  is  called  the  negative  slip. 

So  also  in  Parliament  the  supporters  of  Gro* 
vemment  may  be  called  +  and  its  opponents — . 

40.  Now  in  many  of  these  cases  it  may  happen 
that  the  elements  endowed  with  opposite  qualities 
may  balance  each  other,  and  the  result  be  0 ;  but 
it  would  manifestly  be  an  error  of  the  greatest  mag- 
nitude to  sa^  that  because  these 'elements  may, 
under  some  circumstances,  neutralize  each  others 
effects,  that  is  exactly  the  same  thing  as  saying 
they  don*t  exist  at  all. 

Suppose  that  on  a  division,  the  numbers  for  Go- 
vernment were  340,  and  the  numbers  against,  300. 
Now  it  is  clear  that  on  this  occasion  the  strength 
of  the  Government  is  practically  40,  because  the 
—  300  neutralize  the  effect  of  the  -|-  300. 
But  it  would  clearly  be  an  enormous  error 
to  say  that  is  absolutely  just  the  same  thing  as  if 
these  600  members  did  not  exist  at  all.  It  is  per- 
fectly clear  that  there  are  640  Parliamentary 
units.  It  is  quite  clear  that  to  find  the  total 
number  of  Parliamentary  units  we  must  add  the 
opposition  to  the  ministerialists,  and  not  subtract 
them. 

4 1 .  Now  this  idea  of  opposition  is  applied  to  a 
continuous  line,  or  to  motion  in  a  continuous  line. 
If  any  point  be  taken  as  0,  then  the  part  of  the 
line  on  one  side  may  be  denoted  by  +,  and  the 
part  on  the  other  side  by  — . 

Thus  in  a  thermometer  some  fixed  point  is 
taken  as  0,  and  degrees  above  that  are  called  -ht 
and  those  bdow  — . 
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Now  if  the  mercary  passes  from  a  certain  niiin- 
ber  of  degrees  on  either  side  of  0,  to  any  onmber 
of  degrees  on  the  other,  it  is  quite  clear  that  in 
order  to  find  the  total  nnmber  of  degrees  passed 
over,  the  degrees  on  both  sides  must  be  added 
together. 

42.  The  same  idea  is  applied  to  TIME  in  Natural 
Philosophy,  which  may  be  considered  as  motion 
in  a  continaons  line.  If  any  point  be  taken,  snch 
BA  the  present  moment,  or  any  fixed  era,  then  the 
time  on  opposite  sides  of  this  point  will  be  de< 
noted  by  opposite  signs.  Thns  if  we  call  time, 
whether  years,  weeks,  or  days,  before  this  era  +, 
then  time  after  this  point  wUl  be  — ^  and  express- 
ed, thus, — 

. . .  7,6, 5,4,3, 2, 1 ,0,— «!  ,-—2,— 3,— 4, — 5,-6, — 7, . . . 
where  we  see  that  the  —  means  simply  futurifyy 
and  nothing  else,  and  is  a  sign  of  position. 

It  is  qnite  clear  that  if  we  want  to  find  the 
DmnlMa'  of  years  between  any  event  which  hap- 
pened some  time  before  this  epoch,  and  another 
which  happened  after  it,  we  must  add  the  nnmber 
of  years  on  both  sides  of  0. 

43.  These  illustrations,  which  miffhtbe  im- 
mensely extended  by  examples  taken  from  every 
branch  of  Natural  Philosophy,  are  sufficient  to 
exemplify  the  doctrine  that  we  have  endeavoured 
to  explain,  that,  universally,  in  Natural  Philosophy 
the  negative  sign  •»  does  not  mean  negaiianj  or 
non-existence,  but  Opposition,  and  that  negative 
quantities  have  as  real  and  independent  an  exist- 
ence as  positive  ones,  and  are  to  be  enumerated 
separately  and  independently,  as  elements  in  that 
science,  to  find  the  totality  of  elements. 

44.  But,  moreover,  inverse  or  opposite  opera- 
tions may  be  performed  on  these  quantities  which 
are  already  affected  by  opposite  signs.  And 
these  inverse  operations  are  also  denoted  by  the 
same  signs  +  and  — .  And  the  combination  of 
these  opposite  signs  of  inverse  operations  with 
the  signs  of  opposite  qualities  affecting  these 
quantities,  that  is,  the  combination  of  the  signs 
of  position  and  operation,  give  rise  to  the  well- 
known  Algebraical  rules, 

+  X  +  gives  -h 

+  X  —   ,t      — 

'  -  X  —  „       + 

—  X  +  „      — 

These  laws,  which  are  universally  applicable  in 
Natural  Philosophy,  are  equally  applicable  to 
Political  Economy,  and  among  other  things,  are 
alone  capable  of  giving  the  solution  of  the  Tlieory 
of  Credit,  which  has  Utherto  been  the  opprobrium 
of  the  science. 

It  will  be  found  that  there  are  Economical  Ele- 
ments of  inverse,  or  opposite,  properties,  and  there- 
fore following  the  strictest  analogy  with  physical 
science,  we  shall  denote  them  by  opposite  signs, 
and  also  opposite  operations  may  be  performed 
on  these  opposite  quantities  bringing  into  play  the 
well-known  Algebraical  Rules,  which  will  lead 
to  consequences  that  may  surprise  some  of  our 
readers. 

45.  As  an  example  that  will  frimish  us  with  an 
important  analogy,  we  will  give  this  one.  As  any 
opposite,  or  inverse  operations  whatever  may  be 
denoted  by  the  signs  +  and  — ^  to  add  tOj  and  take 
away  from,  are  manifestly  inverse,  and  may  be  de- 
note by  these  signs.  Now  suppose  that  in  the 
House  of  Commons,  the  Gk>veniment  has  358  sup- 
IK>rters,  and  300  opponents,  then  the  Government 


stren^h  may  be  denoted  by  358 — 300.  Now  fer 
practical  purposes  the  strenp^  of  the  Govern- 
ment may  be  called  58,  and  m  so  far  as  regards 
that,  the  +  300  and  the  —  300  neutralise  each 
others*  effects.  But  it  would  be  a  most  grievous 
error  to  say  that  for  all  purposes  it  is  just  the 
same  thing  as  if  these  600  numbers  did  not  exist 
at  all.  It  is  clear  that  to  find  the  total  numbo-  uf 
members  we  must  <u2<f  the  opposition  to  the  minis- 
terialists, and  not  mbtraet  them.  Moreover,  if  we 
add  (+ )  to  the  ministeriidists  (H-)»  we  iiicrea8e(+) 
the  government  strength.  If  we  take  away  from 
( — )  it,  we  diminish  (— )  it.  On  the  other  hand, 
if  we  add  (+)  to  the  opposition  ( — )  that  dimin- 
ishes  ( — )  the  strength  of  the  Government :  but  if 
we  take  away  from  (— )  the  opposition  ( — )  that 
increates  {+)  the  strength  of  the  Government. 

Hence  the  taking  away  of  opponent8( —  — ) 
gives  an  increase  (+)  of  strength. 

We  shall  now  show  the  application  of  th«e 
principles  to  Political  Economy. 

46.  We  have  defined  Property,  as  every  lawyer 
knows,  to  be  a  right  residing  in  the  person.  Now 
it  is  quite  evident  that  a  person  may  have  in  him- 
self a  right  to  an  actually  existing  thing,  the  pro- 
duce of  the  past,  and  he  may  also  have  the  right 
to  receive  things  which  do  not  actually  exist  at 
present,  but  will  only  come  into  existence  at  some 
future  time.  But  each  of  these  is  Property,  or 
Wealth,  and  consequently  the  totality  of  a  man's 
wealth  is  the  eum  of  the  two.  Now  following  the 
ordinary  custom  of  Natural  Philosophy,  if  we 
denote  the  accumulated  prodacts  of  the  past 
which  already  exist  by  the  sign  +,  we  may  denote 
the  products  which  will  only  come  into  existence 
at  some  future  time  by  the  sigh  — . 

47.  Let  us  now  examine  the  Theory  of  the 
Value  of  Land,  which  may  be  called  the  grammar 
of  the  Theory  of  Value. 

In  what  does  the  value  of  land  consist  ? 

Suppose  we  purchase  an  estate  in  land  for 
£100,000,  where  is  the  value  of  our  money  f 
Does  it  consist  in  things  which  have  a  present 
existence  P  The  veriest  tyro  will  answer — Cer- 
tainly not.  Where  then  is  the  equivalent  for  the 
purchase  money  ? 

Every  one  knows  that  the  purchaser  of  the 
land  buys  the  right  to  receive  the  actually  existing 
produce  of  the  land,  together  with  the  right  to  re- 
ceive its  annual  profits  for  ever,  say  £S,00O  a 
year.  Now,  as  Uiese  annual  profits  only  come 
into  existence  year  by  year  in  future  time,  we 
may  denote  the  equivalent  of  the  purchase  money 
in  the  following  way  :— 

Existing  produce  of  land,  —  £3,000,  —  £3,000 
•—  £3,000  —  £3,000,  &c.,  ad  infinitum, 
where  the  sign  —  of  coarse  denotes  futwHiy. 

Now,  each  one  of  these  future  profits  has  a  Pre- 
sent Value,  and  the  purcliase  money  of  the  land  is 
simply  the  sum  of  the  Present  Values  of  this  series 
of  profits  for  ever. 

Any,  or  any  number  of  these  future  profits, 
may  belong  to  different  persons,  giving  rise  to  the 
whole  doctrine  of  estates  in  remainder,  and  In 
reversion,  &c. 

Now  we  may  say  that  when  a  purchaser  has 
paid  for  the  land,  it  owes  him  a  series  of  annual 
payments,  as  he  bought  it  merely  on  the  belief 
that  he  would  receive  them ;  and  we  may  call 
this  the  credit  of  the  land. 

Hence  the  present  value  of  each  of  these  future 
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pajments  for  ever,  is  an  actoailj  existing  article 
of  property,  and  by  onr  definition  —  Wealth. 
And  if  we  bay  the  land  at  33  years*  purchase,  it 
is  clear  that  32  parts  of  the  ralne  of  the  land  have 
no  actual  existence  at  all,  bnt  consist  merely  in 
the  abstract  right  to  receive  them  when  they  come 
into  existence. 

48.  So  also  if  we  buy  an  established  business, 
we  have  to  buy,  not  only  the  premises,  and  the 
stock-in-trade  on  them,  but  also  the  right  to  receive 
the  future  profits  of  the  business.  This  property 
is  called  the  Goodwill,  and  it  is  clear  that  it  is 
purely  incorporeal  property,  lying  wholly  in  the 
Aiture,  and  therefore  negative^  according  to  onr 
notation. 

That  the  goodwill  of  a  business  is  a  valuable 
species  of  property,  is  so  well  known  to  every 
trader,  that  it  seems  almost  superfluous  to  mention 
it.  We  may  quote,  however,  one  instance,  which 
may  interest  our  readers.  We  are  told  in  Bos- 
well  (Vol.  lY.  p.  86,  edit.  1822),  that  Johnson 
was  appointed  by  the  great  brewer,  Thrale,  one 
of  his  executors.  In  that  capacity  it  became  his 
duty  to  sell  the  business.  When  the  sale  was 
going  on,  **  Johnson  appeared,  bustling  about, 
with  an  inkhorn  and  pen  in  his  button-hole,  like 
an  exciseman;  and  on  being  asked  what  he 
really  considered  to  be  the  value  of  the  property 
which  was  to  be  disposed  of,  answered,  ^  We  are 
not  here  to  sell  a  parcel  of  boilers  and  vats,  bnt 
the  PoTENTiAUTT  of  growlug  rich  beyond  the 
dreams  of  avarice.'  *'  Now  this  latter  phrase  was 
merely  a  Johnsonian  expression  for  the  goodwill. 
The  price  realized  on  this  occasion  was,  we  are 
told  elsewhere,  £135,000.  Now  it  is  clear  that 
this  sum  was  not  given  for  the  boilers  and  the 
vats  only,  the  material,  and  the  result  of  past 
labour,  but  also,  and  by  far  the  greater  part,  for 
the  incorporeal  potentiality  which  lay  wholly  in 
the  future.  Now  this  potenHalitu  could  be  bought 
and  sold,  bnt  it  was  not  material ;  it  could  not  be 
handled  nor  seen,  but  its  value  might  be  measured, 
and  therefore  it  was  a  valuable  thing — it  was 
Wealth. 

49.  So  the  printed  copies  of  a  book  are  the 
produce  of  past  labour,  bnt  the  Coptbiout  is  the 
right  to  receive  the  future  profits  to  be  made  by 
it.  The  value  of  the  copyright  clearly  lies  wholly 
in  the  future,  like  that  of  the  goodwill. 

60,  When  a  professional  man  has  established 
a  good  practice,  the  right  to  receive  the  future 
profits  of  it  is  a  valuable  property,  and  is  denomi- 
nated a  Pbactigb,  which  is  clearly  of  an  analo- 
gous nature  to  those  just  described. 

51.  So  the  capital  of  a  company  is  the 
accumulation  of  past  labor,  the  Shabbs  in  it  are 
the  right  to  receive  the  future  profits  to  be  fnade 
by  trading  with  the  capital. 

52.  Now  it  is  manifest  that  the  right  to 
receive  these  future  profits  is  cumulative  proper- 
ty, over  and  above  the  produce  of  the  past,  and 
moreover  it  is  quite  separate  and  independent 
exchangeable  property,  distinct  from  the  actual 
profits  received.  Thus  manifestly  the  goodwill 
of  a  business  is  property,  quite  distinct  vtom  the 
profits  actually  realized ;  the  copyright  of  a  work 
IS  property,  quite  distinct  from  the  profits  realized 
by  the  sale  of  it ;  the  shares  in  a  company  are 
quite  separate  property  from  the  profits  actually 
made;  and  generally,  any  annuity  whatever  is 


separate  and   independent   property    from  the 
actual  payments. 

53.  Now  Adam  Smith,  and  all  Economists 
since  his  time,  admit  that  the  useful  abilities  of 
the  people  of  the  country,  are  part  of  the  wealth 
of  the  country.  Consequently  every  merchant  in 
business  making  an  income,  is  himself  an  article 
of  wealth,  because  his  talents,  industry,  &c.,  may 
be  valued.  The  money  he  has  earned  is  the 
produce  of  his  past  industry,  and  he  may  trade 
with  it.  But  he  may  also  trade  with  the  future 
proceeds  of  his  industry.  He  may  sell  the  right 
to  a  future  payment  out  of  the  future  proceeds  of 
his  industry.  And  when  he  does  trade  by  selling 
this  right,  this  property  is  called  Cbbdit. 

Now,  we  observe  that  a  merchant*s  credit  is 
cumulative  property,  over  and  above  his  money, 
and  quite  separate  from  money  and  commodities 
of  all  kinds.  And  though,  no  doubt,  his  credit  is 
based  upon  confidence,  because  no  one  would  sell 
his  goods  to  him  in  exchange  for  his  promise  to 
pay,  unless  they  believed  he  would  pay  his  pro- 
mise, still  we  must  observe  that  Credit  does  not 
mean  the  confidence,  as  many  writers  suppose, 
nor  yet  the  transfer  of  the  goods,  as  many  more 
suppose,  but  an  actmd  transferable  right,  which 
is  exchangeable  property,  and  is  Wealth. 

54.  Hence  we  have  this  great  fundamental 
doctrine  of  transcendant  importance,  and  involv- 
ing the  most  momentous  consequences  to  the 
world,  that  over  and  above  existing  money  and 
commodities,  the  RIGHT  to  receive  future  pay- 
ments of  all  sorts,  is  separate  and  independent 
property.  In  other  words,  that  every  future  pay- 
ment, of  every  sort  and  description,  has  a  Pbe- 
sbut  Value,  quite  independent  of  the  payment 
itself,  which  is  valuable  property,  or  Wealth. 

55.  This  stupendous  niass  of  property  receives 
different  names,  according  to  the  diflerent  sources 
of  payment.  When  arising  out  of  the  land,  it  has 
no  particular  name,  but  yet  it  constitutes  32  parts 
out  of  33  of  the  value  of  the  land ;  when  the  som-ce 
is  a  shop  or  a  warehouse,  it  is  called  the  (toodwill  ; 
when  the  source  is  books,  prints,  or  works  of  art, 
it  is  called  Coptbioht;  when  the  source  is  a 
mechanical  invention,  it  is  called  a  Patent; 
when  the  source  is  a  professional  business,  it  is 
called  a  Pbactice  ;  when  the  source  is  the  capital 
of  a  trading  company,  it  is  called  a  Shabb  ;  when 
the  source  is  an  ordinary  commercial  transaction, 
it  is  called  CREDIT ;  when  the  source  is  an  annual 
payment,  guaranteed  by  the  Government  out  of 
the  public  revenue,  it  is  called  the  Fnnns. 

Besides  this  there  are  many  other  species  of 
annnities  of  a  similar  nature,  such  as  tolls,  ferries, 
ground-rents,  &c. 

56.  Hence  we  see  that  credit  is,  in  fact,  the 
lowest  form  of  an  annuity ;  it  is  an  annuity  of  one 
term ;  it  is  the  right  to  receive  a  single  future  pay- 
ment; the  other  species  of  property  are  the  right 
to  receive  an  indefinite  number  of  them. 

What  the  value  of  this  gigantic  mass  of  pro- 
X>erty  in  this  country  may  be,  it  is  utterly  impos- 
sible to  form  the  most  distant  conception,  but 
there  can  be  no  doubt  that  at  least  nine-tenths  of 
the  property  in  this  country  exists  in  this  form. 

And  yet,  except  Credit  and  the  Funds,  whose 
nature  has  been  completely  misunderstood,  there 
is  not  a  word  about  it  in  any  English  work  on 
Political  Economy !  I 

57.  Having  now  explained  the  nature  of  this 
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species  of  property,  we  may  exhibit  the  classifi- 
cation of  property  in  the  following  form,  which 
may,  perhaps,  show  it  in  a  somewhat  clearer 
form. 

If  we  denote  the  products  accnmnlated  up  to 
the  present  time  by  +,  those  which  will  come 
into  existence  at  a  future  time  may  be  denoted  by 
— y  and  of  course  0  denotes  the  present  time. 
Thus:— 


FBODDCE  or 
THS  PAST. 


PRESIRT 
TIXB. 


4- 

Lands,  Bonaes,  &c 

Premises,  Stock  of  Goods  in  ) 
sSliop,&c    }" 

The  Piinted  Copies  of  a  Book  .. . 

Machines  already  made 

The   Money  earned   by  a  ) 
Professional  Man j '* 

The  Capital  of  a  Commercial  ) 
Company   )  * ' 

The  Money  already  earned ) 
l^  a  Merchant )  " 


0 


TUX  pmoncrd  ov 

TBS  nJTUBS. 


Annual  &»come  for  erer. 


....  The  Goodwill. 

....  The  Copyright. 
....  The  Patent. 

....  The  Practioe. 
....  The  Shares. 
....  His  Credit. 


S  Annuities  of  all  sorts,  the 
Funds,  Tolls,  Ferries, 
Ground-rents,  &c,  &c. 

Now,  the  whole  of  this  mass  of  Incorporeal  pro- 
perty is  either  entirely  omitted  from  works  on 
Political  Economy,  or  its  nature  misunderstood. 
But  it  must  manifestly  be  included  in  it.  And  it 
clearly  doubles  the  extent  of  the  science,  or  gives 
it  the  same  extension  that  Algebra  did  to  the 
field  of  Arithmetic,  by  extending  it  on  both  sides 
of  0  to  infinity. 

58.  The  species  of  Property  called  Credit 
being  bought  and  sold  to  the  amount  of  millions 
of  money  daily,  it  is  necessary  that  there  should 
be  some  unit  of  debt,  or  of  credit.  And  the  unit 
of  debt,  or  of  credit,  is  £100  payable  one  year 
hence. 

59.  Moreover  the  method  of  expressing  the 
price  of  this  species  of  property  is  peculiar. 

When  goods  are  sold  for  money,  the  quantity 
of  money  given  is  called  the  price.  The  less  the 
quantity  of  money  given  for  any  goods,  the  greater 
is  the  value  of  money  respecting  those  goods. 
And  supposing  the  quantity  of  money  necessary 
to  purchase  any  particular  amount  of  those  things 
undergoes  a  change,  the  value  of  money  rises  as 
the  price  falls,  and  the  value  of  money  with 
respect  to  those  goods /a/^,  as  the  price  rises. 
Thus  the  value  of  money  varies  inversely  as 
Pbice: 

Now  the  value  of  money  with  respect  to  debts, 
which  are  in  fact  commodities,  must  follow  exactly 
the  same  rules,  as  with  respect  to  other  things. 
•The  value  of  money  with  respect  to  debts  must 
rise  as  the  price  of  the  debt  falls,  and  the  value 
of  money  must  fall  as  the  price  rises.  Now  as 
money  naturally  produces  a  profit,  it  is  dear  that 
the  money,  or  the  price  to  be  given  for  a  debt 
payable  one  year  hence,  must  be  less  than  the 
amount  of  the  debt.  The  difference  between  the 
price  of  the  debt  and  the  amount  of  the  debt  is 
called  the  IJibcount.  In  buying  commercial 
debts,  the  amount  of  the  discount  is  always  men- 
tioned, and  never  the  pi  ice  of  the  debt.  Thus 
suppose  the  buyer  gives  £97  for  a  debt  of  £100 
payable  one  year  hence,  it  is  usual  to  say  that  he 
discounts  it  at  3  per  cent.  When  it  is  said 
that  discount  is  at  3  per  cent,  it  means  no- 
thing more  than  that  debts  of  £100  payable  at 


twelve  months  date  are  selling  for  £97.  Now 
if  the  value  of  money  rises  with  respect  to  debts,  it 
is  clear  that  the  price  must /aZ2,  which  is  clearly 
the  same  thing  as  saying  that  the  discount  must 
rise.  If  the  price  of  the  unit  of  debt  falls  from 
£97  to  £93,  the  discount  rises  from  £3  to  £6,  and 
also  the  value  of  money  has  risen. 

Hence  the  value  of  money  yaries  imversebf 
as  Price,  and  directly  as  Discoukt. 

60.  These  considerations  shew  that  Mr.  Mors 
censures  on  the  expression  value  of  money,  as  ap- 
plied to  the  rate  of  discount,  are  quite  anfonndcd. 
He  says.  Principles  of  Political  Economy^  Book 

m.,  ch.  vni. 

"  It  is  unfortunate  that  in  the  very  ontset  of  the 
subject,  we  have  to  clear  from  our  path  a  formid- 
able ambiguity  of  language.  The  value  of  money 
is  to  appearance  an  expression  as  precise,  ajs  firee 
from  possibility  of  misunderstanding,  as  any  in 
Science.  The  value  of  a  thing  is  what  it  will  ex- 
change for,  the  value  of  money  is  what  money 
will  exchange  for ;  the  purchasing  power  of  money. 
If  prices  are  low  money  will  buy  much  of  other 
things,  and  is  of  high  value ;  if  prices  are  high,  it 
will  buy  little  of  other  things,  and  is  of  low  value. 
The  value  of  money  is  inversely  as  general  prices, 
falling  as  they  rise,  and  rising  as  they  fall. 

'*  But  unhappily  the  same  phrase  is  also  em- 
ployed in  the  current  language  of  commerce  in  a 
very  diflferent  sense.  Money,  which  is  so  com- 
monly understood  as  the  synonyme  of  wealth,  is 
more  especially  the  term  in  use  to  denote  it  when 
borrowing  is  spoken  of.  When  one  person  lends 
to  another,  as  well  as  when  he  pays  wages  or  rent 
to  another,  what  he  transfers  is  not  the  mere 
money,  but  a  right  to  a  certain  value  of  the  pro- 
duce of  the  country,  to  be  selected  at  pleasure; 
the  lender  having  first  bought  this  right  by  giving 
for  it  a  portion  of  his  capital.  What  he  really 
lends  is  so  much  capital ;  the  money  is  the  mere 
instrument  of  transfer.  But  the  capital  nsnaJly 
passes  from  the  lender  to  the  receiver  through  the 
means  of  money,  or  of  an  order  to  receive  money, 
and  at  any  rate  it  is  in  money  that  the  capital  is 
computed  and  estimated.  Hence,  borrowing 
capital  is  universally  called  borrowing  money; 
the  loan  market  is  called  the  money  market; 
those  who  have  their  capital  disposable  for  invest- 
ment on  loans,  are  called  the  monied  class ;  and 
the  equivalent  given  for  the  use  of  capital,  or  in 
other  words,  interest,  is  not  only  called  the 
interest  of  money,  but  by  a  grosser  perversion  of 
terms,  the  value  of  money.  This  misapplication 
of  language,  assisted  by  some  fallacious  appear- 
ances, has  created  a  general  notion  among  persons 
in  business,  that  the  value  of  money,  meaning  the 
rate  of  interest,  has  an  intimate  connexion  with 
the  value  of  money  in  its  proper  sense,  the  value 
or  purchasing  power  of  the  circulating  medium." 

From  the  considerations  we  have  presented,  it 
is  quite  clear  that  this  censure  is  unfounded. 
The  language  of  the  commercial  classes  is  quite 
correct,  and  no  other  would  be  appropriate. 
When  they  say  that  the  value  of  money  has  risen 
because  discount  has  risen,  it  is  only  another  form 
of  saying  that  the  price  of  debts  has  fallen. 

61.  In  fact,  nearly  all  the  confusion  on  the  sub- 
ject of  credit  has  arisen,  as  it  so  frequently  does, 
especially  in  Political  Economy,  from  an  ambiguity 
of  language.  The  ordinary  charge  that  Econo- 
mists, echoing  J.  B.  Say,  bring  against  those  who 
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say  that  credit  is  capital,  is  that  bj  saying  so, 
they  maintain  that  the  same  thing  can  be  hh  two 
places  at  once.  They  consider  credit  to  be  the 
loan  of  some  nmterial  thing  called  capital,  and 
then  they  say,  how  can  two  perscms  have  the 
nse  of  this  same  capital  at  the  same  time? 
Now  this  confusion  pnrely  arises  from  their 
own  misconception  of  the  nature  of  credit, 
for  credit  is  not  the  transfer  of  capital,  but 
the  name  of  a  species  of  property.  Moreover  the 
expressions  to  lend  and  to  bttrrow  are  ambiffuous. 
If  I  lend  my  friend  a  book,  or  a  horse,  I  do  not 
part  with  the  property  in  the  horse,  or  the  book ; 
there  is  but  one  property,  and  of  course  I  cannot 
have  the  use  of  the  horse  or  the  book  at  the  same 
time  that  m^  friend  has.  The  horse  or  the  book 
cannot  be  m  two  places  at  once.  But  in  com- 
merce, the  words  to  lend,  and  to  boiTOW,  have 
quite  a  different  meaning.  A  commercial  loan 
is  in  fact  a  aaU.  If  as  above,  I  lend  my  friend  a 
horse  or  a  book,  he  is  bound  to  return  me  that 
very  horse  and  that  very  book.  But  it  is  not  so 
in  commerce  ;  in  a  commercial  loan,  the  property 
in  the  money  passes  absolutely  to  the  borrower, 
and  he  gives  in  exchange  for  it,  the  right  or  pro- 
perty to  demand  an  equal  sum  of  money  at  some 
future  time,  but  not  the  identical  sum  of  money. 

The  distinction  between  these  two  meanings  of 
the  word  *Moan,*'  is  well  illustrated  in  Latin. 
For  it  has  two  words  corresponding  to  these  two 
meanings,  eommodum  and  mutuum*  A  commodum 
is  where,  like  in  the  case  of  a  horse  or  a  book,  the 
property  in  the  thing  lent  remains  with  the  lender, 
and  the  identical  thing  is  returned.  A  mtLtuum  is 
where  the  property  in  the  thing  passes  from  one 
to  the  other,  and  in  exchange  for  it  is  given  the 
right  to  demand  an  equivalent  at  some  future 
time.  Now,  from  the  word  used,  it  is  clear  that 
it  is  an  exchange.  All  commercial  loans  are 
tnutuot  and  not  commoda. 

And  this  abstract  right  is  a  new  property 
called  credit.  Hence  every  commercial  loan  is  a 
sale,  in  which  a  new  propei*ty,  called  a  debt,  is 
created  by  the  consent  of  the  parties,  and  these 
debts  form  an  article  of  commerce,  like  any  other 
commodities. 

62.  And  now,  at  last,  we  perceive  the  true 
mode  of  reading  the  connection  between  A  and  B, 
as  expressed  above,  which  Mr.  Thornton  has  so 
misunderstood.  When  A  holds  B*s  bill  for  £50, 
and  the  property  of  the  one  is  expressed  by 
£1004- £50,  and  that  of  the  other  by  £100— £50, 
the  +£50  and  the  — £50  do  not  cancel  one  an- 
other, as  Mr.  Thornton  supposed,  nor  do  the  + 
and  the  —  denote  addition  and  subtraction,  as  he 
supposed,  but  they  are  in  fact  symbols  of  Timb. 
And  the  sentence  is  to  be  read  thus : — *'  A  has, 
besides  £100  in  money,  the  present  (+)  right 
to  demand  a  future  ( — )  payment  of  £50  from  B.** 

And  this  is  manifestly  the  way  in  which  all 
annuities,  or  present  rights  to  future  payments, 
may  be  expressed.  When  the  landlord's  property 
is  denoted  by  property  +  rent,  and  the  farmer*s 
by  property  —  rent,  it  means  that  the  landlord 
has  a  present  right  to  demand  a  future  rent  from 
the  farmer.  And  if  every  man*s  property  is  ex- 
pressed by  +,  his  obligations  are  denoted  by  — ^ 
and  his  property  may  be  stated  thus : — 
Property—  Obligations. 

Now,  for  certain  purposes,  it  may  be  said, 
perhaps,  that  a  man  is  only  substantially  worth 
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his  property  less  his  debts,  or  his  obligations. 
But  as  far  as  regards  Political  Economy  generally^ 
that  would  be  a  very  erroneous  mode  of  state- 
ment. Because  the  fact  is,  that  although  his 
obligations  may  neutralize  the  effect  of  an  equal 
amount  of  his  property,  so  far  as  he  is  concerned, 
yet  both  his  propei*ty  and  his  obligations  are  in- 
dependent exchangeable  property,  and  may  circu- 
late independently  in  commerce,  and  are  therefore 
each  of  them,  by  virtue  of  the  definition.  Wealth. 
To  shew  this,  we  need  only  refer  to  the  standard 
case  of  Credit,  that  of  a  Banker.  We  might  say 
that,  practically,  a  banker  was  only  worth  the 
excess  of  his  assets  over  his  liabilities,  and  that 
would  be  sufficiently  correct  as  far  as  he  is  con- 
cerned. But  for  the  pm'poses  of  Political  Eco- 
nomy, it  would  be  extremely  wrong,  because  the 
banker's  assets  belong  to  himself,  and  he  may  put 
them  into  circulation,  and  at  the  same  time  his 
obligations  may  be  put  into  circulation  as  well. 
Consequently,  here  are  two  classes  of  economic 
elements;  and  as  each  is  capable  of  being  ex- 
changed separately,  they  must  both  be  included 
under  the  economic  name  of  Wealth. 

63.  To  say,  therefore,  as  Mr.  Thornton  does, 
and  as  is  the  common  way  of  looking  at  the 
matter,  that  because  a  man's  obligations  neutralize 
an  equal  amount  of  his  property,  and  he  may 
be  considered  substantially  worth  only  the  excess 
of  his  property  over  his  debts,  that  therefore  it  is 
just  the  same  thing  as  if  his  obligations  and  an 
equal  amount  of  his  property  did  not  exist  at  all, 
is  an  error  of  as  great  a  magnitude  as  to  say  that 
because  the  strength  of  the  Grovemment  is  sub- 
sttmtially  only  the  excess  of  their  supporters  over 
their  opponents,  that  it  is  just  the  same  thing  as 
if  their  opponents  and  an  equal  number  of  their 
supporters  did  not  exist  at  all.  It  is  quite  clear 
that  for  other  purposes,  each  of  them  exists  as 
Parliamentary  units. 

Hence,  when  a  man  has  a  certain  amount  of 
property,  and  has  also  given  forth  a  certain 
amount  of  obligations,  they  are  to  be  treated  as 
separate  and  independent  articles  of  property,  but 
of  opposite  effects,  like  the  supporters  and  oppo- 
nents of  a  Groverument. 

64.  We  also  see  how  erroneous  Mr.  Thorn- 
ton's views  are- in  other  respects.  He  says  that 
when  a  banker  has  discounted  £20,000  for  the 
merchants,  and  issued  £20,000  in  his  notes,  that 
if  he  writes  himself  down  as  creditor  for  the  mer- 
chants* acceptances,  he  writes  himself  down 
debtor  to  an  equal  amount  to  the  holders  of  his 
notes,  and  therefore  upon  the  whole  he  is  exactly 
as  he  was  befoi*e.  In  the  first  place,  a  banker 
never  issues  an  amount  of  notes  equal  in  amount 
to  the  bills  he  discounts,  because  if  he  did  so,  that 
would  mean  he  charged  nothing  for  discount.  He 
always  retains  the  amount  of  the  discount  at  the 
time.  And  supposing  the  discount  to  be  5  per 
cent.,  and  the  bills  at  12  months,  in  exchange  for 
the  £20,000  in  bills,  he  would  only  issue  £19,000 
in  notes;  consequently,  even  according  to  Mr. 
Thornton,  his  property  would  be  increased  by 
this  sum  of  £1,000  by  the  operation. 

But  the  fact  is,  Mr.  Thornton's  view  is  funda- 
mentally erroneous  in  other  ways.  He  says  that 
because  the  banker  and  the  merchant  each  credit 
themselves  with  the  same  sums,  and  debit  them- 
selves with  the  same  dums,  it  is  therefore  exactly 
the  same  thing  as  if  these  obligations  did  not  exist 
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at  all ;  and  that  because  tl^  merchant  and  the 
banker  hold  each  other's  obligations,  that  there- 
fore they  cancel  and  extinguish  one  another. 
This  is  utterly  erroneous.  The  merchant's  bills 
are  valuable  property,  capable  of  circulating  in 
commerce,  and  the  banker  buys  this  property  by 
creating  another  property,  namely,  his  own  notes, 
which  are  also  capable  of  circulating  in  commerce. 
Hence  it  is  not  a  cancelment  of  debts,  but  an  ex- 
change of  valuable  properties,  both  of  which  may, 
and  do,  circulate  in  commerce.  The  debts  are 
not  cancelled  until  the  bills  are  given  up  to  the 
merchant  and  the  notes  given  back  to  the  banker. 
Then,  no  doubt,  each  of  these  propeiiiics  is  extin- 
guished and  taken  out  of  circulation.  But  while 
they  are  in  existence,  they  each  have  circulating 
power. 

65.  Hence  we  see  the  enormous  importance 
of  a  very  careful  attention  to  the  mode  of  stating 
the  facts  in  Political  Economy. 

A  man*s  property  and  his  obligations  being 
then  analogous  to  opposite  quantities,  we  have 
manifestly  the  following  laws : — 

If  we  add  (-I-)  to  his  property  (4-),  his  obli- 
gations ( — )  remaining  the  same^  tnat  is  an  in- 
crease (H-)  of  property. 

If  we  take  away  ( — )  from  his  property  (-|-), 
that  is  a  diminution  ( — )  of  his  property. 

If  we  add  (+)  to  his  obligations  ( — ),  that  is 
in  effect  a  diminution  ( — )  of  his  property. 

But  if  we  take  away  ( — )  from  his  obligations 
( — ),  that  is  in  effect  an  increase  (+)  of  his 
property. 

Hence  we  obtain  this  doctrine  in  commerce, — 
A  RELEASE  from  a  DEBT  is  an  AUG- 
MENTATION OP  CAPITAL. 

We  shall  see  afterwards  that  this  doctrine 
leads  to  consequences  of  the  most  momentous 
nature  in  commerce,  which  may  possibly  surprise 
some  of  our  readers. 

66.  To  shew  the  extreme  attention  necessary 
to  state  an  economic  problem,  we  will  quote  from 
the  works  of  two  very  eminent  mathematicians. 

Eulersays  (Algebra p. 7., —Edit  1797,)— "The 
manner  in  which  we  generally  calculate  a  per- 
son's propertv  is  an  apt  illustration  of  what  has 
just  been  said.  We  denote  what  a  man  really 
possesses  by  positive  numbers,  using  or  under- 
standing the  sign  +,  whereas  his  debts  are 
represented  by  negative  numbers,  or  by  using  the 
sign  — b  Thus,  when  it  is  said  of  any  one  that  he 
has  100  crowns,  but  owes  50,  this  means  that  his 
real  possessions  amount  to  100  —  50,  or  which  is 
the  same  thing,  -)-  100  —  50,  that  is  say  50. 

"As  negative  numbers  may  be  considered  as 
debts,  because  positive  numbers  represent  real 
possessions,  we  may  say  that  negative  numbers 
are  less  than  nothing.  Thus,  when  a  man  has 
nothing  in  the  world,  and  even  owes  50  crowns, 
it  is  certain  that  he  has  50  crowns  less  than 
nothing;  for  if  any  one  were  to  make  him  a 
present  of  50  crowns  to  pay  his  debts,  he  would 
still  be  only  at  the  point  nothing,  though  really 
richer  than  before." 

It  is  quite  easy  to  shew  that  the  first  paragraph 
is  not  a  suitable  mode  of  stating  the  question  in 
Political  Economy.  For  suppose  that  a  man  has 
100  crowns  and  is  bound  to  pay  50  crowns  one 
year  hence.  It  would  be  manifestly  quite  in- 
accurate to  say  that  his  property  was  only  (100 
—  50)  or  50  crowns.  And  yet  his  property  would 


be  correctly  stated  100— -50.  Here  it  is  qmfee 
clear  the  50  crowns  are  not  to  be  mbhraeiedfnm^m 
present  property.  Now  by  the  Leao  of  Coniijndfy^ 
the  same  must  be  true  if  we  diminish  the  period  c<f 
payment  gradually  from  one  year  by  sms^  grada- 
tions of  a  day  at  a  time,  till  we  redaoe  it  to  0,  or 
make  his  debt  payable  on  demand.  The  fact  is 
that  it  means  he  is  bound  to  exchange  soiae  of  bis 
property  for  his  obligation  at  a  given  time. 

So  in  the  second  paragraph,  when  fae  has 
nothing  to  pay  and  owes  50  crowns,  he  is  said  to 
have  less  than  nothing.  This  clearlj  means  that 
he  has  not  only  spent  the  accumulation  of  his  pad 
industry,  but  has  also  spent  the  anticipated  pro- 
ceeds of  the  future^  and  the  negative  sign  €iesjAj 
means  fhturl^.  Now  let  us  suppose  that  having 
done  so,  as  Euler  says,  some  one  makes  him  a 
present  of  50  crowns  to  pay  his  debt,  he  Is  clearlj 
50  crowns  richer  than  before,  bnt  yet  his  property 
is  now  only  <»  0.  This  is  an  example  of  -f-  x  + 
giving  +.  But  there  is  another  combination  of 
Algebraical  symbols  which  gives  -f-  ,  namely 
—  X  — ;  and  there  is  another  method  in  com- 
merce of  arriving  at  the  same  practical  result. 
Suppose  his  creditor  releases  him  from  his 
debt,  his  property  would  then  be  =»  O,  and  he 
would  also  be  50  crowns  better  off  than  before. 
This  clearly  shews  that  the  release  ( — )  of  a 
debt  ( — )  is  the  same  thing  as  an  increase  (-f ) 
of  wealth. 

The  whole  subtlety  in  the  case  is  in  distinguish- 
ing between  one  quantity  being  equal  and  opposite 
to  another,  and  therefore  neutridising  its  effects, 
and  taking  it  way  altogether.  The  opposition  in 
Parliament  do  not  take  away,  or  subtract,  an  eqsal 
number  of  ministerialists,  they  only  neatrsdize  their 
effects.  To  take  away  from  the  opposition  does 
not  add  to  the  government  numbers,  it  only  takes 
away  a  quantity  which  neutralized  their  effects. 

67.  Another  very  eminent  writer,  Dr.  Peacock, 
Dean  of  Ely,  after  saying  that  property  and  debts 
may  be  symbolized  by  +  and  — ,  says,  (^Aig^bro, 
Ut  Edit., p.  77 f  J  "  if  a  denoted  property  posseased, 
and  — a  a  debt,  //^.  a  might  denote  property 
neither  possessed  nor  owed,  such  as  a  mere  deposit 
would  be." 

Dr.  Peacock  has  explained  his  ideas  at  grea^ 
length  at  p.  366,  Art  447,  of  the  same  volnme. 
He  says— "There  are  many  cases,  howerer,  of 
quantities  which  cannot  be  represented,  unless 
symbolically,  by  lines,  which  are  susceptible  of 
affections  denoted  by  -h  ^md  — ,  which  are  ap- 
propriate to  their  specific  nature :  thus,  if  c 
represented  property  possessed,  —  a  may  repre- 
sent the  same  property  owed ;  under  such  circum- 
stances,   what  is  the  meaning  which    may  be 

attached  to  a  K^I  and  —  a  /^l  ? 
If  we  consider  the  succession  of  quantities 
a,a/^\,  a(F^:rT)«,a(»/:r|)., 

or,  

fl,  a  J'  -  I,  —  a,  —  a  ^^i, 
and  if  the  first  represents  property  possessed,  and 
the  third  property  owed,  the  second  can  neither 
represent  property  possessed  nor  owed,  under 
the  same  circumstances  or  by  the  same  person, 
inasmuch  as  in  such  a  case,  it  would  be  symboli- 
cally represented  by  a  or  —  a:  it  may  represent, 
however,  property  deposited,  which  admits  of 
similar  relations  when  considered  as  property 
possessed  and  property  owed  by  another  person ; 
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under  sncli  circtunstanceB,  the  affectation  of  a 
denoting  property  possessed  by  A  by  the  sign 

i^Zl,  wonld  convert  it  into  property  pos- 
sessed by  B :  and  the  affectation  of  a  V^\  by 

^^I,  would  convert  property  possessed  by  B 
into  property  owed  by  A :  thirdly,  the  affectation 
of  —  a  by  V^\  would  convert  property  owed 
by  A  into  property  owed  by  B :  and  fourthly,  the 

affectation  of  —  a  V^^X  by  /^I  would  con- 
vert property  owed  by  B  into  property  possessed 
by  A :  the  repetition  of  the  process  of  affectation 

by  the  sign  i*^^!,  would  reproduce  continually 
the  same  succession  of  transfers  of  property  from 
A  to  B,  and  of  conversions  of  property  possessed 
into  debt,  and  of  debt  into  property  possessed, 
which  is  required  to  correspond  to  the  succession 
of  the  same  symbolical  results. 

^  In  this  case,  the  interpretation  of  the  sign 
V^\  which  we  have  given,  satisfies  the  sym- 
bolical conditions,  and  also  coincides  with  the 
interpretation  of  the  meaning  of  the  si^s  + 
and  — ,  which  is  otherwise  establishea :  we 
cannot  give  it  the  additional  authority  of  the 
coincidence  of  this  interpretation  with  the  inter- 
pretation of  the  meanings  of  the  quantities  cor- 
responding to  a'  and  —  a*,  for  those  quantities 
in  the  case  under  consideration  admit  of  no 
interpretation.** 

68.  With  all  deference  to  so  great  a  writer,  we 
think  this  view  is  not  correct.  In  fact,  there  is  no 
such  thing  as  property  owed.  The  debt  itself  is 
an  article  of  property,  which  must  have  arisen  out 
of  some  previous  exchange,  and  what  is  really 
meant  by  saying  that  a  man  is  in  debt  is,  that  he 
must  exchange  some  of  his  property  to  buy  this 

debt.  Now  the  symbol  l/-^  denotes  that  opera- 
tion which  being  twice  repeated,  changes  + 
into—. 

Hence,  if  this  symbol  is  applicable  to  Political 
Economy  at  all,  it  must  denote  the  operation 
which,  being  twice  repeated,  changes  property 
into  a  debt.  But  depositing  a  thin^  twice  with 
a  man  does  not  change  property  into  a  debt 
Nor  does  it  transfer  the  property.  These  are 
single  operations  of  the  will,  and,  therefore,  it 
appears  to  us  that  Political  Economy  is  a  science 
to  which  the  symbol  ^_  i  is  not  applicable. 

69.  After  venturing  the  criticism  contained  in 
the  preceding  paragraph  on  the  views  of  Dr. 
Peacoclc,  we  have  had  the  great  satisfaction  of 
finding  that  Professor  De  Morgan  has  expressed 
similar  sentiments  in  the  article  Algebra  in  the 
English  Cyclopflsdia.  He  says :  ^'  It  is  impossible 
that  a  perfect  Algebra  can  be  founded  on  ideas  of 
time,  loss  and  gain,  or  any  in  which  only  two 
directions  can  be  Imagined.  Space,  from  the 
infinity  of  directions  which  it  admits,  is  as  yet 
the  only  perfect  medium  of  explanation.  Time 
before  and  time  after  a  certain  epoch  may  be 
represented  by  the  positive  and  negative  quantity ; 
but  what  is  there  in  the  idea  of  time  to  which  the 

sign  V^\  can  possibly  apply  ?  Again,  shew 
us  a  commercial  operation  which  performed  upon 
a  gain,  produces  a  sort  of  result  which  can  neither 
be  called  gain  nor  loss,  but  which  repeated  two 
or  more  times  upon  a  gain  turns  it  into  a  loss  — 
and  we  can  immediately  see  a  system  of  commer- 


cial Algebra   in  which    /-I  shall  be  intel- 
ligible." 

70.  As  this  point  is,  in  fact,  the  greatest 
subtlety  in  Political  Economy,  and  Involves  con- 
sequences of  the  most  momentous  nature,  which 
we  dare  say  our  readers  little  dream  of  at  present, 
but  which  are  folly  explained  afterwards,  we 
shail  extract  what  Dr.  Peacock  has  said  in  the 
2nd  edition  of  his  Algebra^  p.  15. 

'«We  conclude  our  observations  upon  this 
subject  with  the  discussion  of  one  more  example 
of  a  problem  of  very  extensive  application. 

'*  A  merchant  possesses  a  pounds  and  owes  h 
pounds ;  his  substance  is  therefore  a — by  where  a 
is  greater  than  b. 

'*  But  since  a  and  b  may  possess  every  relation 
of  value,  we  may  replace  ft  by  a — c,  or  by  a  +  <?, 
according  as  a  is  ^eater  or  less  than  b;  in  the 
first  case  we  get 

a — 6=sa—- (a — c)s"C 
and  in  the  second 

a  —  fta«t=a — (a  +  c)=B — c 
If  c  therefore  express  his  substance  or  property, 
when  solvent^  —  c  will  express  the  amount  of  fala 
debts  when  insolvent:  and  if  from  the  use  of  + 
and  —  as  signs  of  affection,  or  quality,  in  this 
case,  we  pass  to  their  use  as  signs  of  operation, 
then  inasmuch  as 

a  +  ( — c)^sa — e  and  a — ( — e)'^a'i-c 
it  will  follow,  that  the  addition  of  a  debt  ( — e)  is 
equivalent  to  the  subtraction  of  property  c  of  an 
equal  amount,  and  the  subtraction  of  a  debt  ( — c)ia 
equivalent  to  the  addition  of  property  c  of  an 
equal  amount,  and  it  conseqnently  appears  that 
the  subtraction  of  a  debt,  in  the  language  of 
symbolical  algebra,  is  not  its  obliteration  or 
removal^  but  the  change  of  its  affection  or  char- 
acter, from  money  or  property  owed,  to  money  or 
propertypossessed." 

71 .  We  hope  we  shall  sncceed  in  shewing  that 
the  views  expressed  in  this  latter  paragraph  are 
not  correct. 

In  the  first  place  we  must  say  that  there  is  no 
such  thing  as  property  owed.  A  debt  in  commerce 
is  a  species  of  property  itself,  which  was  created 
in  exchange  for  some  property.  And  when  a 
man  is  in  debt  it  means  that  he  is  bound  to  buy 
up,  or  exchange  some  part  of  his  property  for, 
this  debt.  But  there  is  no  particular  part  of 
his  propeiiy  which  he  may  be  said  to  owe  more 
than  another.  His  property  is  absolutely  his 
own,  and  indeed  he  may  spend  it  all  and  leave 
his  debts  unpaid. 

Now  as  a  debt  always  arises  out  of  an  exchange, 
and  must  necessarily  do  so,  an  addition  of  debt 
also  arises  out  of  an  additional  exchange.  It  is 
a  new  property  created  in  exchange  for  more 
property.  Hence  to  add  and  to  subtract  a  debt, 
is  in  fiu;t  to  create  and  to  destroy  property.  As 
we  shall  shew. 

A  banker  receives  £100  in  money  from  his 
customer,  and  in  exchange  for  that,  he  creates 
£100  of  debt,  which  is  the  property  of  his 
customer.    His  property  is  then  stated 

£100  —  £100  =  0 

Now  arguing  according  to  the  common  mode, 
that  means  there  is  no  property  at  all  in  existence, 
a  conclusion  that  is  manifestly  erroneous. 

It  is  perfectiy  true  that,  so  far  as  regards  the 
banker  himself,  he  may  be  said  to  be  no  richer 
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than  he  was  before*  but  as  regards  Political 
Economy — and  it  is  the  master  subtlety  of  the 
subject — the  effects  are  very  different.  The  banker 
has  now  £100  in  money,  which  is  his  own  pro- 
perty, which  he  may  trade  with  and  make  a 
profit  oat  of.  And  his  customer  has  £100  as 
well,  in  the  banker*s  notes,  with  which  he  can 
buy  anything  he  wants,  as  well  as  with  money. 
Hence  there  are  two  circulating  and  exchangeable 
properties  instead  of  one.  And  though  no  doubt 
the  banker  is  always  liable  to  be  called  on  to 
exchange  some  of  his  gold  for  his  liabilities,  yet, 
the  very  business  of  banking  is  based  on  the 
probability  that  he  will  not  be  called  on  to  do  so 
to  any  very  appreciable  amount  at  any  one  time. 

Now  let  us  suppose  that  for  some  reason  or 
another,  the  customer  or  creditor  chooses  to  release 
the  banker,  his  debtor,  from  his  debt,  to  the 
amount  of  £50  say.  Then  the  banker's  property 
would  be  stated  thus, 

£100— £50 
and  therefore  the  banker  would  have  gained  a 
practical  augmentation  of  his  property.  But  it 
would  not  be,  as  Dr.  Peacock  says,  by  converting 
property  owed  into  property  possessed,  but  by 
the  destruction  of  the  debt* 

Just  in  the  same  way  as  a  government  would 
gain  not  a  greater  numerical  amount  of  supporters 
but  a  practical  augmentation  of  strength,  by  the 
removal  of  a  number  of  its  opponents. 

By  cancelling  the  debt,  therefore,  the  debtor  is 
release'd  from  the  necessity  of  a  future  exchange, 
which  is  no  doubt  to  him  a  practical  augmentation 
of  wealth,  but  yet  so  far  as  concerns  Political 
Economy,  is  a  destruction  of  property. 

By  this  operation  his  assets  remain  exactly  as 
they  were  before,  but  his  liabilities  are  diminished. 

When,  as  we  have  shewn  below,  it  entirely 
depends  on  these  subtle  considerations,  whether 
three-fourths  of  the  capital  of  the  Bank  of  England^ 
and  all  the  Joint  Stock  Banks  in  the  country,  has 
any  real  existence  at  all,  our  readers  wiU  perceive 
the  immense  importance  of  clear  ideas  on  the 
subject. 

72.  From  the  considerations  in  the  preceding 
paragraphs,  we  draw  these  important  conclusions : 

That  in  Political  Economy  the  signs  +  and  — , 
as  Signs  of  Position,  symbolize  Tihb. 

As  signs  of  Operation,  they  mean  addition  and 
subti'action,  or  creation  and  destruction. 

73.  We  have  now,  we  think,  fully  explained 
the  nature  of  credit.  It  is  the  present  right  to  a 
future  payment.  And  of  course  the  value  of  the 
instrument  entirely  depends  upon  the  payment 
being  made.  JFor  the  value  of  the  promise  is  the 
payment.  If,  therefore,  the  payment  cannot  be 
made,  the  promise  has  lost  its  value,  and  there  is 
a  loss  of  property. 

74.  The  considerations  we  have  presented, 
furnish  us  with  an  answer  to  a  question  of  the 
most  momentous  importance,  which  has  been  a 
great  perplexity  to  many  speculators  on  the  sub- 
ject. It  is  this :  What  are  the  true  Limits  of 
Credit  ? 

Now  as  Credit  is  the  right  to  a  future  payment, 
or  a  future  profit,  it  is  manifest  that  the  number 
of  future  payments,  or  profits,  are  the  Limit  of 
Credit ;  every  future  payment  whatever  has  its 
present  value,  and  therefore  up  to  that  limit  Credit 
may  be  created.  But  it  is  manifest  that  Credit 
cannot  properly  exceed  that  limit. 


Hence,  we  see  at  once,  another  moat  important 
distinction  in  the  fundamental  nature  of  a  Bill 
of  Lading  and  Dock  Warrant,  and  Bill  of  Ex- 
change, and  other  forms  of  credit.  Because  the 
former  documents  are  absolutely  restricted  to  the 
actual  quantity  of  the  goods  they  represent,  and 
can  by  no  possibility  exceed  them.  Bat  instru- 
ments of  Credit  are  founded  on  the  number  of 
Transfers  of  Property,  and  every  transfer  of 
property  gives  rise  to  a  creation  of  Credit.  Hence, 
if  there  1^  20  transfers  of  the  same  property,  20 
Bills  of  Exchange  may  be  created.  Bat  if  the 
same  property  pass  through  as  many  transfers, 
the  same  Bill  of  Lading  goes  with  it  always. 

75.  Hence,  we  see  at  once  the  fundamental 
error  of  John  Law's  ideas  of  Credit  and  money, 
which  are  very  extensively  prevalent  at  the 
present  time.  He  saw  that  a  merchant*s  obliga- 
tions generally  exceeded  his  cash  by  at  least 
tenfol£  He  thought  that  instruments  of  credit 
represented  money,  and  then  he  argued — ^Whj  not 
turn  all  the  property  in  the  country  into  paper 
currency,  just  as  money  is  represent^  by  paper? 
and  such  paper  he  maintained  would  retain  an 
equality  of  value  with  money.  But,  alas !  when 
these  plausible  ideas  came  to  be  put  into  practice, 
they  totally  failed,  and  produced  the  most  terrible 
convulsions.  When  the  French  Government 
issued  assignats  representing  the  territory  of 
France,  so  far  from  maintaining  their  yalne  on  an 
equality  with  silver,  they  ultimately  fell  to  the 
d0,000th  part  of  the  value  of  silver  (Absiqsats), 
and  all  attempts  to  found  a  currency  upon  sack 
principles,  have  failed  (Law). 

76.  But  while  the  same  goods  can  never  give 
rise  to  more  than  one  Bill  of  Lading  at  the  same 
time,  which  is  extinguished  by  the  delivery  of  the 
goods,  a  quantity  of  money  may  discharge  and  ex- 
tinguish any  number  of  instruments  of  Credit,  by 
simply  paying  them  in  succession,  and  there  is  no 
absolute  relation  between  the  quantity  of  money 
and  the  quantity  of  Credit  in  a  country.  All  that 
is  required  is  that  when  the  payment  falls  due, 
the  obligor  has  money  to  discharge  it.  The 
quantity  of  Credit  that  may  be  created  purely 
depends  on  the  nundfer  of  transfersy  or  the  ecrcv- 
lation  of  money. 

77.  It  is  entirely  from  a  miscalculation  of 
these  transfers  that  commercial  catastrophes  arise. 
Sanguine  speculators  expect  that  the  price  of  goods 
will  rise,  or  that  there  will  be  a  great  demand 
for  them.  Upon  the  strength  of  the  expectation 
of  these  future  payments,  they  buy  the  goods 
with  credit.  A  greater  quantity  of  goods  is 
thrown  on  the  market,  or  the  demand  falls  short 
of  what  they  expected.  Hence  the  number  and 
amount  of  transfers  of  money  which  they  counted 
on,  do  not  take  place.  Consequently  the  profits 
out  of  which  they  expected  to  pay  their  bills 
never  come,  their  promises  lose  their  value,  and 
then  comes  ruin  and  destruction  on  all  concerned. 

78.  But  as  a  debt  is  an  independent  article  of 
commerce,  like  any  other  commodity,  it  may  be 
bought  and  sold  for  any  other  quantity  whatever, 
and  of  course,  among  other  things,  for  other  debts. 
One  grand  division  of  the  great  system  of  debt 
consists  in  buying  debts  by  creatiug  other  debts, 
and  each  of  these  debts  is  exchangeable  property. 
And  hence  we  see  that  there  is  a  gigantic  mass  of 
valuable  property  produced  merely  by  the  consent 
of  persons,  without  any  labor  at  alL 
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79.  Having  thns  established  the  great  doctrine 
that  Credit  is  a  species  of  property,  and  having 
shown  that  any  species  of  property  whatever,  may 
be  capital  (Capital),  it  follows  of  coarse,  that 
Credit  may  be  nsed  as  capital  as  well  as  any  other 
species  of  property. 

But  how  is  Credit  productive  Capital  ? 

We  might,  perhaps,  say  that  the  expression  is 
tautology,  because  as  capital  is  any  economical 
element  used  productively,  it  follows  that  if  it  be 
capital,  it  must  be  productive  capital. 

Passing  over  this,  however,  we  may  now  enquire 
how  Credit  can  be  used  productively.  It  is  mani- 
fest that  this  entirely  turns  on  the  meaning  of  the 
words  Pboductive  and  Production. 

In  the  first  place,  as  Credit  is  a  substitute  for 
money,  it  is  clear  that  it  may  be  nsed  as  pro- 
ductive capital,  jnst  in  the  same  way  as  money  is, 
which  every  one  acknowledges  may  be  productive 
capital. 

We  have  shown  (Production)  that  the  first 
French  school  of  Economists  confined  the  meaning 
of  the  word  production,  and  productive  labour, 
to  the  obtaining  an  increase  of  quantity.  But 
Adam  Smith  and  Condillac  extended  it  to  manu- 
factures and  commerce,  and  they  very  properly 
say,^  that  money  employed  in  wholesale  and 
retail  dealing  is  productive  capital. 

80.  But  how  IS  money  employed  in  commerce 
productive  ? 

To  explain  this,  we  have  nothing  more  to  do 
than  to  look  at  the  genuine  meaning  in  Latin  of 
the  word  producer e.  We  have  fully  shewn  under 
Production  that  the  primary  meaning  of  pro- 
ducere  in  Latin,  is  not  to  make  an  increase,  but 
simply  to  bring  out.  And  it  is  the  technical 
word  used  for  exposing  to  sale.  Thus  Terence, 
JEunuchus  I,  ii,  55,  says 

'^pretium  sperans  illioo 
Producit:  vendit." 

"  Hoping  for  a  good  price,  offers  her  there  for  sale ; 
sells  her." 

And  in  the  Heauton  Hmorvmenosy  L,  i.  90 — 

"  Ancillas,  servos,     «       ^ 
Omnes  produxi  ac  vendidi." 
"  All  the  slaves,  male  and  female,  I  put  up  for  sale, 
and  sold." 

So  to  produce  is  to  draw  forth — to  cause  to 
come  near.  To  produce,  in  English,  is  not  con- 
fined to  making  or  obtaining,  or  manufacturing, 
but  to  produce  a  thing  is  simply  to  place  it  where  it 
is  wanted.  If  a  witness  is  told  to  produce  a  deed 
in  court,  it  means  that  he  is  to  bring  it  into 
court  and  place  it  there.  Now,  if  a  retail  dealer 
can,  by  means  of  money,  draw  forth  goods  from  the 
shop  of  the  wholesale  dealer,  and  place  them  in  his 
own  shop,  he  is  to  all  intents  and  purposes  the  pro- 
ducer  of  those  goods  as  far  as  the  customer  is 
conceiiied.  He  sells  the  goods  to  his  customer,  and 
thus  draws  forth  their  price  from  his  pocket,  and  as 
the  price  paid  by  the  customer  exceeds  the  price 
he  paid  for  them,  the  operation  has  produced  him  a 
profit.  Hence  the  money  employed  in  this  way 
has  heenproductive  capital. 

81.  Coals  are  wanted  in  a  London  drawing- 
room.  The  miner  produces,  or  draws  them  forth, 
from  the  mine ;  the  carrier  draws  them  from 
Newcastle  and  produces,  them  in  London,  and 
deposits  them  in  the  cellar.  The  footman  draws 
them  forth  from  the  cellar,  and  produces  them  in 
the  drawing  room.   Hence  ail  the  series  of  laborers 


engaged  in  bringing  them  from  the  mine  to  the 
drawing  room  grate  are  productive  laborers. 

Hence  we  see  that  these  writers  are  correct  in 
Inclnding  the  labor  of  transport,  or  circulation,  as 
one  species  of  production.  Hence  money  is  em- 
ployed productively  not  only  in  obtaining,  or  man- 
ufacturing, but  also  in  Circulating  commodities. 

Now  though  Credit  may  be  employed  as  pro- 
ductive capital  in  any  operation  that  money  can, 
it  is  chiefly  in  the  great  function  of  circulation, 
that  credit  is  productively  employed  in  England, 
though  in  Scotland,  as  we  shall  show  below,  it  has 
been  very  extensively  employed  in  other  ways. 

82.  As  a  simple  example  of  how  Credit  may 
be  productively  employed  in  retail  desJing,  we 
may  take  this.  Suppose  a  retail  dealer  buys 
goods  from  a  wholesale  dealer  for  £100,  and  sells 
them  for  £140  to  his  customers,  he  has  made  a 
profit  of  £40,  and  his  money  has  been  employed 
as  productive  capital. 

If  he  has  no  money,  and  no  substitute  for  money, 
of  course  he  could  buy  nothing  and  make  no 
profits. 

But  if  he  has  no  money,  still  if  the  wholesale 
dealer  has  confidence  in  his  character  and 
judgment,  he  may  agree  to  sell  him  his  goods  for 
the  promise  to  receive  payment  three  months  hence, 
s^yi  by  which  time  he  may  expect  to  have  sold 
the  goods  to  his  customers  for  money  at  a  profit, 
out  of  which  he  can  pay  the  wholesale  dealer. 
Now,  we  must  observe  that  the  transaction 
between  the  wholesale  dealer  and  the  retail  dealer 
is  equally  a  sale,  whether  the  price  be  paid  in 
money,  or  by  bill.  As  soon  as  the  transaction  is 
effected  the  property  in  the  goods  has  passed  away 
from  the  wholesale  dealer  to  the  retail  dealer,  as 
absolutely  as  if  he  had  received  money  for  them. 
And  while  the  retail  dealer  receives  the  property 
in  the  goods,  what  he  gives  in  exchange  for  them 
is  the  right,  or  property,  to  demand  payment  in 
monoy  three  months  after  date,  a  new  property 
called  into  existence  by  the  mutual  consent  of  the 
parties.  Now  the  wholesale  dealer  charges  a 
higher  price  when  paid  in  credit,  than  when  paid 
in  money,  partly  because  the  payment  is  deferred, 
and  partly  because  there  is  a  certain  risk,  that 
the  retail  dealer  may  not  be  able  to  pay  his  bill. 
The  credit  price  will  probably  be  £110,  where 
the  ready  money  price  was  £100.  Now  suppose 
that  the  retail  dealer  sells  the  goods  to  his  cus- 
tomers for  £140  as  before,  it  is  clear  that  the 
retail  dealer's  profit  will  only  be  £30,  when  it 
was  £40  in  the  former  case.  But  we  see  this,  that 
exactly  the  same  circulation  of  goods  has  takeu 
place  by  means  of  Credit,  as  by  means  of  money, 
and  the  retail  dealer  has  made  a  profit  where  he 
would  not  otherwise  have  been  able  to  make  one 
at  all.  He  is  therefore  £30  better  off  at  the  end 
of  the  transaction,  when  he  has  paid  his  bill,  than 
he  was  before.  Hence  his  Credit  has  been  pro- 
ductively employed  for  himself  and  the  public 
in  general,  just  as  much  as  money  woula  have 
been.  Now,  says  Mr.  Senior,  "  Economists  are 
agreed  that  whatever  gives  a  profit  is  capital.** 
Therefore  is  it  not  clear  that  Credit  has  been 
capital  to  him  ?  Is  it  not  clear  that  Credit  has 
been  prodnctive  capital  in  every  sense  that  money 
conid  have  been  ? 

83.  We  have  exhibited  in  the  last  section  of 
this  article  the  astounding  self-contradictions  of 
J.  B.  Say,  who  first  invented  the  absurd  notion 
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that  those  who  nudntained  that  Credit  is  capital, 
said  that  the  same  thing  could  be  in  two  places  at 
once,  which  has  been  so  heedlessly  echoed  by 
many  writers  in  this  country.  A  house  divided 
against  itself,  we  are  told,  cannot  stand.  What, 
then,  can  be  the  authority  of  a  writer  who  has  put 
forth  such  contradictory  opinions  as  we  have 
printed  side  by  side  ?  We  are  happy  to  say  that 
the  most  recent  writers  in  France,  on  the  subject 
of  Credit,  have  emancipated  themselves  from  this 
baseless  sentence.  Thus  M.  Coquelin  says  in  his 
work,  Du  Cridii  et  des  Bcmquesy  which  contains 
much  that  is  excellent  on  the  subject,  (Coqttbltn,) 
at  p.  127. — "II  est  done  vrai  que  le  credit, 
devan^ant  de  bcaucoup  en  cela  Peffet  si  lent  de 
Taccumulatiou  et  de  T^pargne  multiplie  presque 
instantanement  les  capitaux.  £t  comment  ?  par 
cela  seul  quUl  augmente  pour  chacun  le  pouvoir 
d*acheter.  Au  lieu  de  r^server  ce  pouvoir  k  ceux 
qui  out  actucllement  la  faculty  de  payer  en  deniers 
comptants,  11  le  donne  h  tons  ceux,  et  le  nombre 
en  est  grand,  qui  ofTrent  dans  leur  position  et  leur 
moral  ite  la  garantie  d*un  payement  futur.  £n 
d*autres  termes,  ,il  le  donne  k  quiconque  est 
capable  d^utiliser  les  produits  par  le  travail. 
Far  U  il  augmente  d*abord  le  nombre  des  con- 
Bommateurs,  et  particuli^rement  de  cette  classe  de 
consommatcurs  qui  n*ach^tent  les  produits  que 
pour  les  employer  2i  la  reproduction." 

Again,  p.  129 — *'D'un  autre  cote,  pent -on  dire 
que  le  credit  par  lui  m^me  est  producHff  II  Test 
peut-Stre  autant  que  le  commerce,  qui  lui  non  plus 
ne  cree,  ni  ne  faj^onne  les  produits,  bien  qu'il  y 
ajoute  une  valeur  par  le  transport.  C*est  un  mot 
bien  vague  et  bien  61astique  que  le  mot  produire, 
et  bien  subtile  est  la  limite  oil  son  application 
s*arrete.  Dej^  Ton  est  convenu,  et  avec  raison, 
que  le  commerce  est  productif,  £t  en  effet,  quelle 
difference  g^nerique  y  a^t-il  entre  le  fait  de 
rhomme  qui  extrait  la  houille  de  la  mine  pour  la 
mettre  an  jour,  et  celui  de  Thomme  qui  la  trans- 
porte  ou  qui  distribue  au  loin  ?  NlTun  ni  Tautre 
n'a  cr^e,  ou  fa9onn6  la  houille ;  Tun  et  Tautre 
ont  contribu^  egalement  k  la  rapprocher  du  con- 
sommateur,  quoique  par  des  moyens  divers.  Si 
le  premier  est  un  producteur,  le  second  doit  T^tre ; 
si  Ton  refuse  ce  titre  k  celui-ci,  on  doit  aussi  le 
refuser  k  celui-lk,  et  voil^  un  produit  sans  pro- 
ducteur. Le  fait  est  qulls  ont  concouru  tons  les 
deux  k  donner  k  la  houille  son  utility  propre,  en 
la  mettant  aux  mains  des  consommateurs,  et  qu'il 
y  a  par  consequent  un  travail  Egalement  productif 
des  deux  c6t6s.  Or  je  demande,  si  Ton  ne 
pourrait  pas  dire  6galement  par  induction,  que  le 
credit  est  productif  lorsqu*  ^videmment  c*est  par 
son  influence  qui  tant  de  mati^res  brutes,  pr^c^- 
demment  perdues,  ou  st^riles,  sont  sorties  de  leur 
incrtie,  comme  la  houille  de  la  mine,  pour  con- 
vertir  en  produits  fa^onn^s  ou  en  capitaux 
actifs  ? 

"  Je  n*insiste  pourtant  pas  sur  les  mots,  pourvu 
qu'on  m'accorde  les  effets.  Que  le  credit  soit  ou 
non  productif  qu'il  multiplie  ou  non  les  capitaux, 
toujours  est-il  qu'^  son  d^faut  la  production  lan- 
gnit  et  la  multiplication  des  capitaux  s'arrSte.** 

84.  And  the  same  writer,  criticising  the 
views  of  J.  B.  Say,  in  the  Dictionttaire  de  VEco- 
nomie  Politique,  Art.  Credit,  says: — "Le  credit 
ne  multiplie  pas  les  capitaux,  rdp^te-t-on  avec 
un  eorte  de  complaisance  doctorale,  il  ne  fait  que 
les  d^placer.    D'oii  Ton  conclut  que  le  credit  est 


pen  de  ctaose.  MaHs  n*est-ce  done  xien  qoe  le 
d^plaoement  des  capitaux  ?  Dans  la.  ooofltitntioa 
actuelle  de  rindnstrie,  telle  que  la  diTiaon  da 
travail  nous  Pa  faite,  le  d^placement  des  cafMiaDx 
ou  des  produits  est  une  ^norme  affiure ;  c'^t  tantot 
le  point  de  depart,  tantot  le  complement  nices- 
saire  de  Toeuvre  de  la  production.  Aussi  est-oe 
faute  de  reflexion  qu*on  se  fait  un  argament  coutre 
le  credit  de  cette  verity  banale.  Lie  credit  ne 
fait  que  d^placer  les  capitaux,  soit :  nuds  le  com- 
merce que  foit-il  autre  chose?  ITest  pas  sou 
principal  office  de  d6placer  les  capitaux  on  les 
produits  pour  les  distribuer  entre  les  prodncteors 
et  les  consommateurs?  Est-ce  ii  dure  qnll  ne 
soit  point  utUe  ?  Une  route,  on  chemin  de  fer,  nn 
canal  ne  servent  Egalement  qxHk  deplacer  les  pro- 
duits. Autant  pent  on  dire  de  la  monnaie  qui 
facilite  les  ^changes,  et  des  ^changes  memes,  qd 
ne  tcndent  pas  k  d'autre  fin.  C^^t  qa'en  effet, 
grkce  k  la  division  du  travail,  le  d^placement  des 
capitaux  ou  des  produits  est  un  oenvre  immense ; 
c*est  presque  la  moiti^  de  la  productloD  m^me.^ 

85.  J.  B.  Say  showed  very  well  that  a  sale 
is  in  fact  a  demi-exchange.  Now  Credit  resolves 
an  exchange  into  three  parts.  The  goods  are 
first  bought  with  Credit — that  is  a  complete  trans- 
action, there  is  no  further  question  until  the 
Credit  expires.  Then  the  Credit  is  sold  to  the 
buyer  of  the  goods  for  money,  and  then  money  is 
exchanged  away  for  other  goods.  And  each  of 
these  transactions  is  a  complete  sale.  We  shall 
shew  hereafter,  however,  that  in  the  great  majority 
of  cases  in  modern  times,  the  payment  in  money 
is  dispensed  with  altogether,  and  conmierdal 
debts  are  paid  by  creating  other  debts. 

86.  Adam  Smith  says  the  labour  of  wholesale 
dealers  and  retaU  dealers  is  productive  labour, 
because  it  adds  to  the  value  of  the  goods  as  tbey 
pass  from  one  hand  to  the  other.  Now  this  labour 
simply  consists  in  buying  with  money,  or  credit, 
and  the  value  of  the  goods  is  Increased  in  one  way 
just  the  same  as  in  the  other.  Where,  then,  is 
the  difference  between  money  and  credit,  as  pro- 
ductive capital  ?  It  is  clear  there  is  none  at  all. 
Smith  says  (B.  i.,  ch.  x.),  "  In  great  towns  trade 
can  be  extended  as  stock  increases,  and  the  credU 
of  a  frugal  and  thriving  man  increases  much  faster 
than  his  stock.  His  trade  is  extended  in  propor- 
tion to  the  amount  of  both,  and  the  sum  or  amount 
of  his  profits  is  in  proportion  to  the  extent  of  his 
trade,  and  his  annual  accumulation  in  proportion 
to  the  amount  of  his  profits."  Here  we  see  that 
Smith  places  Credit  on  exactly  the  same  footing 
as  stock,  and  if  the  one  is  capital,  how  is  the  other 
not  ?  Not  only  is  it  true,  but  a  trader  may  b^in 
without  any  stock  at  all,  if  he  have  only  Credit, 
and  by  means  of  the  profits  realized  by  Credit,  he 
may  accumulate  stock. 

87.  Even  in  the  very  narrow  extent  to 
which  Credit  was  developed  among  the  Greeks, 
Demosthenes  says,  irpoc  Aerrriyi^y,  p.  464,  20, — 
£dit.  Beiske, — "  ^vo'iv  hyadolv  ovroiy  vXovrov  re 
Kal  roif  Trpoc  Ajrayrac  viarevetrOaLf  fui^oy  eart  ro 
r^C  frl<n€tag  vwapxoy  iifiiy.'* — "  There  being  two 
good  things,  Money  and  Credit,  our  more  important 
property  is  Credit."  So  in  the  Ywip  ^opfUufyog^ 
p.  958, — "  el  5c  rovTO  Ayvoelc?  ^ri  wiariQ  iitpopfii^ 
rdy  vaerQy  cot*  fieyftrrri  irpoc  yprifiaritrfioyy  vav 
&v  ayvoi/ffftac." — "If you  were  ignorant  of  this, 
that  Credit  is  the  greatest  Capital  of  all  towards 
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the  acqnisitioa  of  wealth,  joa  would  be  atterly 
ignorant." 

88.  The  only  real  dtfficnltj  in  the  case  arises 
from  the  confusion  that  has  been  caused  by  con- 
sidering Credit  to  be  the  transfer  of  the  capital, 
whereas  it  is  the  independent  property  that  cir- 
culates as  a  debt  And  this  confusion  has  been 
greatly  produced  by  the  unfounded  notion  that 
labor  and  materiality  are  necessary  to  value,  or 
wealth.  Directly  we  observe  that  it  is  exchange- 
ability alone  which  confers  value,  the  whole 
difficulty  of  the  subject  vanishes.  Nay,  Smith 
himself,  to  whom  it  is  generally  supposed  that  the 
doctrine  that  labor  is  necessary  to  value  is  due, 
says,  (B.  u.  C.ii.  On  Metallic  and  Paper  Moneys) 
*'  Let  us  suppose  that  the  whole  circulating 
money  of  some  particular  country  amounted  at  a 
particular  time  to  £1,000,000.  *  *  Let  us  sup- 
pose too,  that  some  time  thereafter,  differeut  banks 
and  bankers  issued  promissory  notes  payable  to 
the  bearer  to  the  extent  of  £1,000,000,  reserving 
in  their  different  coffers  £200,000  for  answering 
occasional  demands.  There  would  remain,  there- 
fore, in  circulation  £800,000  in  gold  and  silver, 
and  £1,000,000  of  bank  notes,  or  £1,800,000  of 
paper  and  money  together."  Now  we  see  that 
Smith  treats  the  paper  bank  notes  as  valuable 
property,  exactly  on  the  same  footing  as  the  gold. 
He  classes  them  together  as  nndistinguishable ; 
and  what  are  these  bank  notes  ?  Simply  Credit ; 
nothing  but  circulating  debts !  Placed  exactly  on 
the  same  footing  as  gold  money  I  Does  not  this 
make  debts  wealth  ? 

In  estimating  the  currency  of  the  country,  every 
one  knows  that  the  gold  and  silver  specie  is 
reckoned,  and  the  quantity  of  paper  currency  is 
added  to  it.  And  what  is  that  paper  cun*ency  ? 
Nothing  but  Credit,  or  cu*culating  debts,  and  it  is 
always  reckoned  as  valuable  property.  So  in  our 
old  writers.  Bills  of  Exchange  were  always  called 
merchandize. 

89.  So  Mr.  Justice  Byles,  in  the  preface  to 
his  Treatise  on  Bills  of  Exchange  p.  xii,  says — 
**It  will  not,  perhaps,  be  an  unreasonable  in- 
ference that  the  bills  and  notes  of  all  kinds,  issued 
and  circulated  in  the  United  Kingdom,  in  the 
space  of  a  single  year,  amount  to  many  hundred 
millions,  and  that  this  species  of  Property  is  now, 
in  aggregate  value,  interior  only  to  the  land  or 
funded  debt  of  the  kingdom.*'  Here  we  see  that 
the  learned  Judge  treats  the  bills  and  notes  as 
separate,  exchangeable,  and  valuable  propei'ty 
on  the  same  footing  as  land.  And  as  these  are 
only  Credit,  or  rather,  merely  pieces  of  paper  on 
which  the  evidence  of  the  cre^t  or  the  debt  is 
recorded,  it  clearly  follows  that  all  Credit  is 
valuable  property. 

If  the  amount  of  bills  and  notes,  and  other 
forms  of  Credit,  is  not  separate  and  independent 
valuable  property,  what  is  it  ? 

Answer  us  that.  Gentlemen  Economists,  who 
laugh  at  the  notion  that  Credit  is  Capital. 

We  may  be  told  that  Credit  is  only  a  promise 
to  pay,  and  money  is  actual  payment.  But  what 
is  money  ?  Are  not  all  Economists  agreed  that 
money  is  merely  an  order  for  goods  and  other 
things  ?  Mr.  Webster  said  most  justly,  (Bank- 
iHQ  iH  America,  §  448,)  "  Credit  is  to  money 
what  money  is  to  articles  of  merchandize."  Now, 
money,  which  is  a  mere  bill  for  merchandize,  is 
valnaUe  property  separate  from   merchandize. 


Credit,  which  is  a  bill  for  money,  must,  by  a  parity 
of  reasoning,  be  valuable  property  separate  from 
money.  In  truth,  the  payment  of  a  bill  of  ex- 
change in  money  is  only  the  exchange  of  an 
instrument  of  general  credit  for  one  of  particular 
credit. 

90.  Now  it  is  by  facilitating  exchanges  that 
money  becomes  productive,  it  multiplies  operations 
out  of  which  profit  arises ;  the  function  of  Credit 
is  exactly  the  same,  it  facilitates  exchanges  to  a 
very  much  larger  amount  than  money  does,  it 
multiplies  operations  to  a  far  greater  degree  than 
money  ever  can  do,  and  as  it  is  out  of  these  that 
profit  arises,  it  of  course  multiplies  profits  to  many 
times  the  extent  that  money  ever  can  do.  Hosts 
of  writers,  some  of  them  of  the  greatest  name  too, 
have  treated  the  notion  that  Credit  is  productive 
capital  with  the  gi'eatest  ridicule,  as  is  fully  shown 
further  on,  saying  that  it  does  not  create  products, 
but  only  gives  greater  activity,  or  circulation,  to 
existing  capital.  But  that  is  all  that  money  does. 
Credit  cannot  make  two  things  out  of  one.  But 
neither  can  money.  Money  cannot  create  any- 
thing, it  only  imparts  activity  and  circulation. 
Mr.  Mill,  whose  self-contradictions  are  fully  set 
forth  further  on,  says  that  Credit  is  not  productive 
power,  but  only  purchasing  power.  But  what  is 
money?  It  is  only  purchasing  power.  Adam 
Smith  shewed  long  ago  that  purchase,  or  circula- 
tion, is  one  species  of  production  ! 

So  also  Mr.  McCulloch,  in  censuring  Adam 
Smith's  assertion,  that  the  gold  and  silver  money 
of  the  country  produces  nothing  itself,  says  in  a 
note — '*It  is  a  capital  error  to  affirm  that  the 
gold  and  silver  used  as  money,  produce  nothing, 
on  the  contrary,  it  is  quite  obvious  that  by 
facilitating  exchanges,  and  enabling  the  division 
of  labour  to  be  caiTied  to  a  much  greater  extent 
than  it  could  be  under  a  system  of  barter,  they 
are  in  no  ordinary  degree  productive"  Now, 
Credit  does  exactly  the  same  thing  as  money,  and 
therefore  it  is  in  no  ordinary  degree  productive 
also. 

91.  Hence,  whatever  money  can  do  in  the 
way  of  production.  Credit  can  do,  which  is  not 
surprising,  considering  that  money  is  only  one 
form  of  Credit.  The  fact  is  that  Credit  is  the 
inverse  of  money.  To  trade  with  money  is  to 
trade  with  the  earnings  of  past  industry,  to  trade 
with  Credit  is  to  trade  with  the  expected  proceeds 
of  future  industry.  Hence,  if  money  is  positive, 
by  the  ordinary  laws  of  Natural  Philosophy, 
Credit  is  negative. 

92.  It  is  somewhat  curious  to  observe  the 
identity  of  thought  between  the  early  Algebraists 
and  the  Economists.  The  early  Algebraists  were 
sorely  puzzled  by  the  appearance  of  negative 
roots  in  equations.  Being  unable  to  divine  their 
meaning,  they  called  them  re«,  or  fesiimationes 
fictce^  or  fictitious  roots,  and  this  name  appears  so 
late  as  Descartes.  Cardan  was  the  first  to  dis- 
cover their  true  signification, — ^that  they  are 
simply  inverse  to  the  positive  ones,  but  equally 
real  and  independent  quantities.  The  very  same 
name  is  very  common  for  paper  credit.  Econo- 
mists very  frequently  call  it  fictitious  capital. 
The  least  reflection  will  show  that  the  analogy 
between  money  and  Credit  is  exactly  that  between 
the  positive  and  the  negative  roots  of  equations. 
The  one  is  simply  the  inverse  of  the  other.  The 
only  writer,  that  we  know  of,  who  has  truly  ex- 
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Sressed  it  is  Bastiat,  and,  aias  I  we  hare  to  touch 
im  too  for  inconsistency  on  this  snbject.  He 
says,  {Harmonies  JEconomiaues^  Art.  Capital^  Vol. 
VI.  p.  219.  edit.  1855),  **  Oe  qui  est  pins  surpre- 
nant  encore«  c*est  qne  nous  ponvons  faire  l*op6- 
ration  INVERSE,  qnelque  impossible  qn^elie 
semble  an  premier  coup  d'oBil.  Nous  ponvons 
convertir  en  instrument  de  travail,  en  chemin  de 
fer,  en  maisons,  nn  capital  qui  n'est  pas  encore 
ne,  utilisant  ainsl  des  services,  qui  ne  seront 
rendus  qu'au  xx*  si^cle.  II  y  a  des  banqniers 
qui  en  font  Tavance  snr  la  foi  qne  ies  travaillenrs 
et  Ies  voyagenrs  de  la  troisi4me  on  quatri^me 
g^n^ration  ponrvoirent  au  payment ;  et  ces  titres 
Mur  Vaoenir  (i.e.  instruments  of  Credit),  se  trans- 
mettent  de  main  en  main  sans  rester  jamais 
IMPRODUCTIFS." 

This  is  exactly  the  very  doctrine  we  have  been 
endeavouring  to  explain.  In  commerce  these 
titres  sur  tavenir,  or  instruments  of  Credit,  are 
not  drawn  upon  the  third  and  fourth  generation^ 
bat  they  are  drawn  payable  three  or  four  months 
hence,  and  are  exchangeable  property,  and  made 
productive  capital  by  circulating  merchandize. 

93.  We  shall  now  quote  from  several  well- 
known  writers  to  show  that  they  all  maintain 
the  doctrine,  that  Credit  is  productive  capital. 
With  respect  to  Adam  Smith,  in  addition  to 
what  we  have  quoted  above,  we  may  refer  to  an 
examination  of  his  opinions  on  Credit,  in  the 
last  division  of  this  treatise.  Mr.  McCulloch  says 
in  his  Dictionary  of  Commerce,  Art  Banking, — 
'*  Those  who  issue  such  notes,  coin  as  it  were 
their  credit.  They  derive  the  same  revenue  from 
the  loan  of  their  written  promises  to  pay  certain 
sums,  that  they  would  derive  from  the  loan  of 
the  sums  themselves;  and  while  they  thus  in- 
crease their  own  income,  they  at  the  same  time 
contribute  to  increase  the  wealth  of  the  society." 

Therefore,  Mr.  McCulloch  clearly  asserts  that 
Credit  is  productive  capitaL 

94.  Mr.  J.  S.  Mill  says,  {Book  IIL  Chap. 
^XXIL  §  2.)— "The  value  saved  to  the  com- 
*  muuity  by  thus  dispensing  with  metallic  money, 

is  a  clear  gain  to  those  who  provide  the  substitute. 
They  have  the  use  of  twenty  millions  of  circu- 
lating medium,  which  have  cost  them  only  the 
expense  of  an  engraver*6  plate.  If  they  employ 
this  accession  to  their  fortunes  as  Probdctivs 
Capitai.,  the  produce  of  the  country  Is  increased, 
and  the  community  benefited  as  much  as  by  any 
other  capital  of  equal  amount.*' 

Therefore,  Mr.  Mill  clearly  asserts  that  Credit 
is  productive  capital. 

95.  Mr.  Gilbart  says,  (Logic  of  Banking, 
p.  46^— "Bankers  also  employ  their  own  Credit 
as  capitaL  They  issue  notes,  promising  to  pay 
the  bearer  a  certain  sum  on  demand.  As  long  as 
the  public  are  willing  to  take  these  notes  as  gold, 
they  produce  the  same  effects.  The  banker  who 
makes  advances  to  the  agriculturist,  the  manu- 
facturer, or  the  merchant  in  his  notes,  stimulates 
as  much  the  productive  powers  of  the  country, 
and  provides  employment  for  as  many  laborers, 
as  if  by  means  of  the  philo8opher*s  stone  he  had 
created  an  equal  amount  of  solid  gold.  It  is  this 
feature  of  our  banking  system  that  has  been  most 
frequently  assailed.  It  has  been  called  a  system 
of  fictitious  credit — a  raising  the  wind — ^a  system 
of  babbles.  Call  it  what  you  please,  we  will  not 
quarrel  about  names,  but  by  whatever  name  you 


please  to  call  it,  it  is  a  powerfol  instamment  of 
production.  If  it  be  a  fictitious  system,  its  effects 
are  not  fictitious,  for  it  leads  to  the  feeding,  the 
clothing,  and  the  employing  of  a  nnmerons  popu- 
lation.   ♦      ♦ 

**  Thus  a  banker,  in  three  ways,  increases  the 
productive  power  of  capital.  1st, — ^he  economises 
the  capital  already  in  a  state  of  employment. 
2ndly — ^by  the  system  of  deposits  he  gives  em- 
ployment to  capital  that  was  previously  unpro- 
ductive. 3rdly — by  the  issue  of  his  own  notes  be 
virtually  Cbbatjbs  Capital  by  the  substUutiom  of 
Crbdit." 

Thus  Mr.  Gilbart  clearly  asserts  that  Credit  is 
productive  capital. 

96.  In  Bamking  in  Aicbbica,  §  421,  we  have 
shown  that  Mr.  Hamilton,  the  Secretary  to  the 
Treasury,  in  his  rep<»t  on  banking,  clearly  showed 
that  banking  increases  the  productive  capital  of 
a  country.  And  in  the  same  article,  §  448, 
Mr.  Webster,  the  great  lawyer  and  statesman, 
said  in  the  senate, — "  Credit  is  the  vital  air  of  the 
system  of  modem  commerce.  It  has  done  more, 
a  thousand  times,  to  enrich  nations,  than  all  the 
mines  of  all  the  world.  *  *  Credit  is  to  money 
what  money  is  to  articles  of  merchandise.  *  * 
It  is  very  true  that  commercial  credit,  and  the 
system  of  banking  as  a  part  of  it,  does  fnniish  a 
substitute  for  capital.*' 

Therefore,  Mr.  Hamilton  and  Mr.  Webster 
clearly  assert  that  Credit  is  capital. 

97.  M.  Gustavo  du  Puynode  says,  (De  la 
Monnaie,  du  Cridit,D,  1  lO.)--"  Sif^ndesqn^aient 
6t6  Ies  Mines  du  Mexique  et  du  P6rou,  dans 
lesquelles  devait  longtemps  encore  apres  Coinmb 
semble  enfouie  la  fortune  de  Tunivers,  il  y  a 
cependant  nne  decouverte  plus  pr^ciense  poor 
Thumanit^,  et  qui  a  dejii  procure  plus  de  richesses 
que  celles  des  Am^riques :  c*est  la  d^coaverte  du 
Credit.  Monde  tout  imaginaire,  mais  vaste  comme 
Tespace,  in^puisable  comme  Ies  ressoorces  de 
Tesprit." 

This  passage  plainly  asserts   that  Credit  is 
productive  capital. 
Hence  we  Mly  conclude  that 

CREDIT  IS  PRODUCTIVE  CAPITAL. 

Such  are  the  Elements  of  the  Theory  of  GrediL 

SECTION  in. 

On  ths  Mbchanism  or  the  Ststsm  of  CaBDir. 

98.  We  have  obtained,  then,  as  the  fundamental 
conception  of  the  nature  of  Credit,  that  it  is  the 
Present  Right  to  a  Future  Payment,  which  is 
property  capable  of  being  valued ;  and  therefore 
weidth,  as  Aristotle  said ;  moreover  it  is  exchange- 
able, and  is  purchasing  power,  nay,  the  greatest 
purchasing  power  in  modern  commerce,  and 
therefore  wealth,  as  Mr.  Mill  says. 

It  will  be  found  that  this  is  the  great  idea  upon 
which  the  whole  system  of  Credit,  in  all  its  varie- 
ties, rests.  It  at  once  marks  out  its  nature  and 
its  limits.  And  it  will  be  found  that  all  commercial 
catastrophes  have  arisen  from  transgressing  theao 
limits. 

99.  We  shall  now  endeavour  to  explain  to 
our  readers  the  mechanism  of  the  gi'eat  system 
of  Credit. 

Credit  is  embodied  in  two  ways :  one  in  a  form 
not  adapted  for  general  circulation,  or  else  iu 
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paper  documents,  which  are  more  or  less  adapted 
for  general  circulation. 

The  former  consists  of  the  book  debts  of  traders. 
In  these  the  Credit  moves  once  from  the  purchaser 
to  the  vendor,  but  being  locked  up  in  the  books 
of  the  traders,  never  circulates  further.  The 
amount  of  Credit  in  this  form  in  this  country  is 
incalculable,  and  there  is  no  possible  means  of 
forming  the  most  distant  conception  of  its  amount. 

In  the  second  form  Credit  is  recorded  in  paper 
documents,  which  may  circulate  more  or  less 

generally.    These  paper  documents  are  of  two 
ifferent  forms ; 

Obbsbs  to  pavt  including  Bills  of  Exchange, 
Cheques,  Bankers  Drafts,  Exchequer  Bills,  &c.,  &c. 
PaoMisBs  to  pay^  including  Bank  Notes,  Pro- 
missory Notes,  Deposits,  &c. 

Orders  to  pay  are  generally  called  BUhy  and 
Promises  to  pay  are  generally  called  Notes,  As 
the  peculiarities  of  these  different  forms  of  Credit 
are  fully  explained  under  their  respective  heads, 
we  shall  not  detain  our  readers  by  explaining 
them  here,  but  shall  assume  them  as  known. 

100.  The  system  of  Credit  forms  two  great 
divisions.  The  first  is  Commercial  Credit^  in 
which  traders  of  all  sorts  buy  commodities  by 
creating  debts,  payable  at  some  time  after  date. 
The  second  is  Banking  Credit^  in  which  bankers 
buy  money  and  commercial  debts,  by  creating 
debts,  usually  payable  on  demand. 

101.  Moreover,  the  system  of  Credit  may,  in 
another  way,  be  conveniently  divided  into  two 
parts.  Credit,  being  exchangeable  property,  like 
money,  may  be  used  either  to  circulate  existing 
products,  or  to  call  them  into  existence.  That 
IS,  it  may  be  based  either  on  the  simultaneous 
transfer  of  a  commodity,  or  it  may  be  created 
to  produce  one.  It  Lb  by  no  means  uncommonly 
supposed  that  the  former  is  the  only  legitimate 
use  of  Credit,  and  that  the  latter  is  fraudulent. 
We  shall  see,  however,  that  this  doctrine  is 
quite  unfounded.  But  the  fact  is,  that  certain 
documents  of  the  second  form  having  been 
very  grossly  misused  for  fraudulent  purposes, 
it  has  brought  the  whole  system  into  groundless 
obloquy.  We  shall  endeavour,  in  explaining  the 
system  of  this  second  form,  to  point  out  in  what 
the  abuse  of  it,  and  the  danger  really  consist. 

On  the  System  of  Credit  hosed  upon  Simultaneous 
Transfers  of  Commodities, 

102.  Goods  or  commodities,  in  the  ordinary 
course  of  business,  pass  through  the  following 
hands: — Ist,  the  foreign  importer;  2ndly,  the 
wholesale  dealer ;  3rdly,  the  retail  dealer  \  4thly, 
the  customer  or  consumer.  To  the  first  three  of 
these  persons  these  goods  are  capital;  because 
they  import,  manufacture,  or  buy  them,  for  the 
sake  of  selling  them  with  a  profit ;  the  fourth 
buys  them  for  the  sake  of  use  or  enjoyment  The 
price  the  ultimate  consumer  must  pay  for  them, 
must  evidently  be  sufficient  to  reimburse  the 
original  expense  of  production,  together  wiUi  the 
profits  of  the  three  succeeding  operations. 

103.  Now,  leaving  out  of  the  question  at  pre- 
sent, how  the  importer  of  the  goods  gains  posses- 
sion of  them,  which  concerns  the  foreign  trade  of 
the  country,  which  we  do  not  touch  upon  here, — 
if  he  sells  the  goods  to  the  wholesale  dealer  for 
ready  money,  he  can,  of  course,  immediately 
import,  or  produce,  a  farther  supply  of  goods  in 


the  room  of  those  he  has  disposed  of.  In  a  similar 
way  the  wholesale  dealer  seUs  to  the  retail  dealer, 
and  if  he  were  paid  in  ready  money,  he  might 
immediately  effect  further  purchases  from  the 
merchant  to  supply  the  place  of  the  goods  he  had 
sold.  So  also  if  the  retail  dealer  were  always 
paid  in  ready  money  by  his  customer,  he  might 
replace  the  part  of  his  stock  that  was  sold,  and 
so  if  everybody  had  always  ready  money  at  com- 
mand, the  stream  of  circulation,  or  production, 
might  go  on  uninterruptedly,  as  fast  as  consump- 
tion or  demand  might  allow. 

104.  This,  however,  is  not  the  case.  Few,  or 
no  persons  have  always  ready  money  at  com- 
mand for  what  they  require.  Very  few  traders 
can  commence  with  enough  ready  money  to  pay 
for  all  their  purchases ;  and  if  the  stream  of  cir- 
culation, or  production,  were  to  stop  until  the 
customer  had  paid  for  the  goods  in  money,  it  would 
be  vastly  diminished. 

105.  Now  let  us  suppose  that  the  merchant 
having  confidence  in  the  character  of  the  whole- 
sale dealer,  agi*ecs  to  sell  the  goods  to  him,  but 
not  to  demand  money  for  them  till  a  certain 
period  afterwards.  He  accordingly  parts  with 
the  property  of  the  goods  to  the  wholesale  dealer, 
exactly  as  if  he  had  been  paid  in  money,  and 
receives  in  return  the  right  to  demand  payment 
some  time  after  date.  Now  the  veiysame  circu- 
lation of  goods  has  taken  place  as  would  have 
been  caused  by  money.  The  only  difference  is, 
that  the  actud  pajonent  is  postponed,  and  for  this 
the  merchant  charges  a  certain  price.  This  debt 
may  be  recorded  m  two  ways :  it  may  either  be 
simply  recorded  in  the  merchant*s  books,  or  else 
in  a  Bill  of  Exchange.  But  it  is  quite  clear  that 
the  property  is  absolutely  the  same  in  whichever 
form  it  is,  though  one  form  may  have  more  con- 
veniences than  the  other. 

In  a  similar  manner,  the  wholesale  dealer  may 
sell  for  Credit  to  the  retail  dealer,  and  this  debt 
may  be  recorded  in  two  forms,  like  the  first, 
either  as  a  book-debt  or  in  a  Bill  of  Exchange. 
As  in  the  former  case  the  same  circulation,  or 
production,  has  been  caused  by  Credit,  as  by 
money.  Lastly,  the  retail  dealer  may  sell  to  his 
customer  on  Credit,  and  this  debt  may  also  be 
recorded  in  two  forms,  either  a  book-debt  or  in  a 
Bill  of  Exchange.  In  this  latter  case  the  debt  is 
very  seldom  embodied  in  a  Bill  of  Exchange,  it 
most  frequently  rests  as  a  book-debt.  But  in 
this  case,  as  well  as  in  the  former  ones.  Credit  has 
had  precisely  the  same  effect  as  money  in  circu- 
lating goods.  Hence  we  see  that  Credit  has  had 
precisely  the  same  effect  as  money  in  circulating 
the  goods  from  the  merchant  to  the  consumer. 
Moreover,  we  see  that  the  passage  of  the  goods 
through  these  various  hands  has  generated  a  debt 
at  each  transfer.  Supposing  the  merchant  sold  the 
goods  for  a  debt  of  £100  to  the  wholesale  dealer, 
the  wholesale  dealer  would  probably  sell  them  for 
a  debt  of  £140  to  the  retail  dealer,  and  the  retail 
dealer  would  sell  them  to  different  customers  for 
debts,  not  less  probably  in  the  whole  than  £200. 
Hence  we  see  that  the  successive  transfers  of  the 
same  goods  have  generated  debts  to  the  amount 
of  £440.  Thereby  exemplifying  the  distinction 
we  have  already  pointed  out'between  Credit  and 
Bills  of  Lading,  because,  if  the  goods  had  passed 
through  20  hands,, the  same  Bill  of  Lading  would 
always  hare  accompanied  them. 
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106.  Now  the  debt  for  which  the  merchant  add 
the  goods  to  the  wholesale  dealer  is  no  donbt  valu- 
able property  to  him,  because  he  knows  it  will  be 
paid  in  time.  It  may,  moreorer,  be  exchanged  for 
anything  else  like  any  other  property,  if  any  one 
will  take  it.  But  it  is  of  no  immediate  use  for  what 
the  merchant  or  manufacturer  probably  wants  at 
the  time,  namely,  money  to  buy  more  goods,  or 
to  pay  wages,  &c.  Moreover,  though  he  may  be 
quite  satisfied  as  to  the  safety  of  the  debt,  from 
his  knowledge  of  his  customer,  it  does  not  follow 
that  others  who  don*t  know  him  will.  Consequently 
such  a  debt  would  not  be  well  adapted  for 
general  circulation,  and  therefore  it  would  be  of 
no  use  towards  further  production.  In  a  similar 
way,  the  debt  for  which  the  wholesale  dealer  sold 
the  goods  to  the  retail  dealer,  would  not  be  well 
adapted  for  general  circulation,  and  therefore 
could  not  conduce  further  to  production.  The 
debts  due  by  customers  to  retail  dealers,  seldom 
do  conduce  to  further  production,  because  they 
are  most  frequently  merely  in  the  form  of  book- 
debts. 

107.  Now,  the  merchant  would  probably  sell 
to  a  great  number  of  wholesale  dealers  whose 
debts  would  fall  due  at  different  times,  and 
therefore  a  certain  stream  of  money  would  always 
be  coming  in,  to  enable  him  to  continue  pro- 
duction. Similarly,  the  wholesale  dealer  would 
sell  to  a  great  variety  of  retail  dealers,  whose  debts 
would  fall  due  at  different  periods,  and  so  a 
certain  stream  of  money  would  always  be  coming 
in  to  enable  him  to  continue  production.  Similarly, 
the  retail  dealer  sells  to  a  great  variety  of  cus- 
tomers,  a  great  many  of  whom  pay  him  ready 
money  at  the  time  of  the  purchase,  as  casual 
buyers,  and  his  customers  too,  pay  him  money, 
by  which  he  can  continue  to  make  purchases  and 
keep  up  the  stream  of  production.  And  therefore, 
this  would  greatly  facilitate  circulation  or  pro- 
duction. 

108.  And  this  we  believe  is  the  extent  to  which 
Credit  in  ancient  times  went.  It  did  not  go 
beyond  book  debts,  at  least  as  far  as  we  have  been 
able  to  discover.  But  all  such  statements  must 
be  made  with  the  greatest  reserve,  because  it  is 
most  unsafe  to  assert  anything  on  merely  negative 
evidence. 

109.  Credit,  so  far  even  as  this,  would  be  of 
great  assistance  to  production,  and  the  vast 
amount  of  it  generated  in  this  manner  would  be 
valuable  property  to  its  owners.  But  it  is  manifest 
that  it  would  be  of  no  further  immediate  use  to 
them.  It  might  therefore  be  aptly  compared  to  so 
much  dead  stock.  The  next  grand  improvement 
would  be  to  make  this  dead  stock  negotiable,  or 
exchangeable.  And  in  this,  we  believe,  consists 
the  great  difference  between  modern  and  ancient 
Credit  The  great  modern  discovery  is  to  make 
the  debts  themselves  saleable  commodities.  To 
sell  them  either  for  ready  money,  or  for  other  debts 
of  more  convenient  amount,  and  immediately 
exchangeable  for  money  on  demand,  and  therefore 
equivalent  to  money. 

110.  There  are  two  classes  of  traders  whose 
especial  business  is  to  buy  these  commercial  debts, 
and  so  to  give  activity  and  circulation  to  this 
enormous  mass  of  valuable  property,  and  to 
eonvert  it  from  dead  stock  into  further  productive 

B>wer.    The  first  class  of  these  traders  are  called 
fix  DiscouHTSJu,  i.  e.,  hujfers  of  debU ;  as  we 


have  explained  above,  they  buy  these  debts  with 
money.  The  second  class  are  called  Baxkxbs; 
and  they  buy  these  commercial  debts,  by  creating 
other  debts  payable  on  demand. 

1 1 1 .  As  according  to  the  prejudices  of  trade,  the 
business  of  bill  discounting  is  considered  inferior 
to  that  of  banking,  and  as  it  is  unqnestionably  a 
much  less  powerfril  instrument  of  commeroe,  oar 
remarks  will  be  confined  to  banking,  and  we  shall 
explain  how  it  converts  that  mighty  mass  of  oran- 
mercial  debts  from  dead  stock  into  productive 
capitaL 

112.  We  need  not  describe  here  how  bankers 
receive  money  from  their  customers  and  give  them 
in  exchange  for  it  Credit,  or  the  right  of  transfer- 
ring the  debt  payable  on  demand,  for  that  is  fidly 
described  under  Bahk.  We  have  there  also 
described  how  bankers  changed  the  form  of  this 
Credit  from  a  Promissory  Note,  given  at  the  time 
of  exchange,  and  capable  of  circulating  in  com- 
merce just  like  money,  into  a  Credit  created  in 
their  books,  called  a  Deposit,  and  to  be  drawn 
against  by  cheques,  which  are  Bills  of  Exchange 
payable  on  demand.  We  have  also  shewn  there 
the  important  consequences  which  flowed  firom  this 
apparently  unimportant  change  being  the  means, 
in  fact,  by  which  the  monopoly  of  the  Bank  of 
England  was  broken  in  upon,  and  the  London 
Joint  Stock  Banks  founded. 

1 13.  Banks,  then,  as  far  as  regards  our  present 
subject,  are  shops  opened  for  the  purpose  ^ 
buying  these  commercial  debts.  The  merchant 
draws  a  bill  upon  the  wholesale  dealer,  who 
accepts  it,  and  thus  becomes  the  principal  debtor 
on  the  bill.  The  merchant  then  takes  the  bill  for 
sale,  or  discount,  as  it  is  technically  termed,  to 
his  banker.  It  is  usual  to  make  bills  payable  to 
the  drawer,  or  his  order,  which  is  signified  by 
writing  his  name  on  the  back  of  the  bill.  (Bixx. 
or  ExcHAMaa).  The  merchant,  therefore,  writes 
his  name  on  the  back  of  the  bill,  and  sells  it  to 
the  banker,  and  this  operation  is  termed  Ijii>ors- 
iNG  the  bill.  But  the  indorsement  has  anotho: 
effect  besides  merely  assigning  over  the  debt  to 
the  banker,  for  unless  specially  guarded  against, 
it  makes  him  a  surety  for  the  payment  of  the 
bill,  in  case  the  acceptor  does  not  pay  it.  The 
effect,  therefore,  of  the  indorsement,  is  a  sale  of 
the  debt,  and  a  warranty  of  its  soundness.  Bnt 
this  warranty  is  not  an  absolute  one,  but  onljr  a 
limited  one ;  and  the  conditions  are  fully  explained 
under  Ini>ob8bment.  The  banker,  therefore, 
buys  this  debt  with  a  limited  warranty  of  sound- 
ness, by  creating  another  credit,  either  as  in  former 
times  by  giving  the  merchant  the  amount,  less  the 
discount,  which  some  banks  are  permitted  to  do 
now,  or  else  by  writing  down  a  similar  amount  to 
the  credit  of  his  account,  which  Credit  is  called  a 
Deposit,  and  giving  the  merchant  power  to  draw 
upon  him  at  pleasure  and  at  demand.  Thus  we 
see  that  the  banker  has  bought  one  debt,  which  is 
vduable  property,  by  creating  another  debt, 
which  is  also  valuable  property,  and  is  equivalent 
to  ready  money  to  the  merchant.  And  we  most 
particularly  observe  that  this  is  not  a  cancelment 
of  debts,  as  many  suppose,  but  an  exchange 
of  valuable  property. 

1 14.  The  merchant  has,  however,  a  great  many 
other  similar  debts,  because  he  has  sold  to  a  great 
many  wholesale  dealers,  and  he  will  pro&bly 
want  to  sell  these  in  a  similar  way  to  his  banker. 
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The  merchant  wUl,  therefcnre,  indorse  each  of 
them  over  to  his  banker,  thereby  making  each  of 
the  acceptors  the  principal  debtor  to  the  btmker, 
bat  at  the  same  time  becoming  himself  respon- 
sible if  any  of  them  fail  to  pay  his  debt  I^ 
therefore,  the  banker  discounts  the  bills  of  20 
acceptors,  he  will  have  20  principal  debtors,  who 
are  each  of  them  boand,  under  the  penalty  of 
commercial  rnin,  to  pay  their  debts  when  they 
are  dne.  The  merchant,  however,  is  surety  for 
each  of  them,  and  as  it  may  happen  that  out  of  so 
many,  some  may  make  default,  the  banker  usually 
stipulates  that  the  merchant  shall  leave  a  certain 
amount  of  deposit  on  his  account  by  way  of  addi- 
tional security.  If  any  acceptor  then  make 
default,  the  banker  immediately  debits  the  account 
of  his  customer  with  the  amount,  and  gives  him 
back  the  bill.  Thus,  to  a  certain  extent,  the 
banker  always  keeps  the  means  of  paying  himself 
in  his  own  hands,  besides  having  his  customer's 
name  on  the  bill,  which  makes  his  whole  estate 
liable,  and  even  should  his  customer  fail,  he 
retains  the  risht  to  have  his  debt  paid  out  of  the 
estates  of  both  the  principal  and  surety. 

115.  The  wholesale  dealer  has  given  his  accept- 
ance for  the  goods,  and  he  sells  them  to  Uie  retul 
dealer,  and  tekes  his  acceptance  for  them.  In  a 
similar  manner  he  wishes  to  sell  this  debt  to  his 
banker,  and  so  convert  it  into  productive  capital. 
A  similar  transaction  takes  place  as  in  the  former 
case.  The  wholesale  dealer  sells  the  debt  of  the 
retail  dealer,  and  becomes  himself  surety  for  its 
pajrment  to  his  banker.  The  banker  also  buys  this 
debt  by  creating  another  debt  payable  on  demand, 
which  is  equivalent  to  ready  money. 

116.  The  retail  dealer  may  aJso  draw  upon  his 
customers,  though  this  is  comparatively  rare, 
because  customers  are  generally  beyond  tiie  pale 
of  commercial  law. 

117.  By  these  means  we  see  that  the  dead  stock 
of  commercial  debts  ai*e  converted  into  productive 
capital.  The  merchant  and  the  wholesale  dealer, 
have  now  the  full  command  of  ready  money  for 
any  purposes  they  require,  and  can  continue  the 
stream  oi  production  without  interruption,  and  as 
their  bills  fall  due,  all  they  have  to  do  is  to  give 
an  order  on  their  banker. 

118.  These  are  the  fewest  number  of  hands  that 
goods  in  the  ordinary  course  of  business  pass 
through,  and  it  is  clear  that  in  their  passage  from 
the  manufacturer  to  the  customer,  they  will  give 
rise  to  at  least  two  bills,  and  sometimes  three. 
They  are  all  regular  business  bills,  they  originate 
from  real  transactions,  and  they  are  what  are 
called  real,  or  value  bills,  and  they  are  what  arise 
out  of  the  regular  and  legitimate  course  of  business 
and  are  the  great  staple  of  what  bankers  purchase. 
It  is  a  very  prevalent  belief  among  commercial 
men  that  business  bills  are  essentially  safe,  because 
they  are  based  upon  real  transactions,  and  always 
represent  property.  But  the  foregoing  considera- 
tions will  dispel  at  once  a  considerable  amount  of 
the  secm'ity  supposed  to  reside  in  conmiercial  bills 
on  that  account,  because  we  have  seen  that  in  the 
most  legitimate  course  of  business,  there  will 
generally  be  two  bills  afloat,  originating  out  of  the 
transfers  of  any  given  amount  of  property,  so  that 
in  the  ordinaij  way  there  will  be  at  least  twice  as 
many  bills  afloat  as  there  is  property  to  which 
they  refer. 

119.  We  must  refer  to  the  article  Bahk,  for  an 


exposition  of  the  mechanism  of  banking,  shewing 
how  the  creation  and  exchange  of  debts  is  made 
in  modem  commerce  to  perform  the  part  of  money. 
We  will  only  observe  here  that  the  manufacturer, 
the  wholesale  dealer,  and  the  retail  dealer  may  all 
be  customers  of  the  same  bank,  and  if  they  all 
have  their  bills  discounted  by  it,  it  will  purchase 
a  whole  series  of  debts  arising  out  of  the  transfers 
of  the  same  property. 

120.  The  above  operations  are  only  what 
arise  in  the  ordinary  course  of  business ;  it  may 
sometimes  happen  that  property  may  change 
hands  much  more  frequently,  and  at  every  trans- 
fer, a  bill  may  be  created.  Hence,  when  the 
credits  are  very  long,  and  the  transfers  numerous, 
it  is  easy  to  imagine  any  number  of  bills  being 
created  by  repeated  transfers  of  the  same  pro- 
perty. In  times  of  speculation,  this  is  particu- 
larly the  case.  Now  all  these  bills  are  technically 
commercial,  or  real,  bills,  but  it  is  evidently  a 
delusion  to  suppose  there  is  any  security  in  them 
on  that  account.  The  fact  is,  that  the  whole 
misconception  arises  from  an  error  in  the  meaning 
of  the  word  ^^  represent."  A  bill  of  lading  does, 
as  we  have  said  above,  represent  property,  and 
whoever  has  the  bill  of  liMding,  actually  has  so 
much  property.  But  a  Bill  of  Exchange  does  not 
represent  goods  at  all.  It  represents  nothing  but 
debtj  not  even  any  specific  money.  It  is  created 
as  a  substitute  for  money,  to  transfer  property, 
but  it  does  not  represent  it  any  more  than  money 
represents  it.  This  was  long  ago  pointed  out  by 
Mr.  Thornton  in  his  work  quoted  above,  (p.  dO) 
*'  In  order  to  justify  the  supposition  that  a  reid 
bill,  as  it  is  called,  represents  actual  property, 
there  ought  to  be  some  power  in  the  billholder  to 
prevent  the  property  which  the  bill  represents, 
from  being  turned  to  other  purposes  than  that  of 
paying  the  bill  in  question.  No  such  power 
exists ;  neither  the  man  who  holds  the  bill,  nor 
the  man  who  discounted  it,  has  any  property  in 
the  specific  goods  for  which  it  was  given."  This 
is  perfectly  manifest.  It  ia  both  conti*ary  to  the 
law  and  the  nature  of  Bills,  that  they  should  be 
tied  down  to  any  specific  goods.  And  it  shews 
that  the  red  security  of  the  bill  consists  in  the 
general  ability  of  the  parties  to  it  to  meet  their 
engagements,  and  not  in  any  specific  goods  it  is 
supposed  to  represent,  the  value  of  which  is  vague 
or  illusory,  and  impossible  to  be  ascertained  by 
any  one  who  holds  or  discounts  it. 

121.  The  distinction  between  Bills  of  Lading 
and  Bills  of  Exchange  is  of  so  subtle  a  nature, 
but  is  of  such  momentous  consequence,  that  we 
may  illustrate  it  still  further.  The  preceding 
sections  shew  that  any  given  amount  of  property 
may  by  repeated  transfers  give  rise  to  any  amount 
of  bills,  which  are  all  bandjide^  just  for  the  same 
reason  that  every  transfer  would  require  a  quantity 
of  money  equal  to  the  property  itself  to  traa^fer 
it.  Then,  even  supposing  the  price  remained  the 
same  at  each  transfer,  it  would  require  twenty 
times  £20  to  circulate  property  of  the  value  of 
£20  twenty  times.  But  also  £20  by  twenty 
transfers  may  circulate  property  to  the  value  of 
twenty  times  £20.  So  also  a  Bill  of  Exchange 
may  represent  the  transfers  of  many  times  the 
amount  of  property  expressed  on  the  face  of  it. 
This  is  the  case  whenever  the  bill  is  indorsed, 
or  passed  away  for  value ;  and  the  bill  repre- 
sents aa  many  additional  values  expressed  on  the 
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face  of  it  as  there  are  Indorsements.  Thns,  let 
OS  suppose  a  real  transaction  between  A  and  B. 
A  draws  npon  B.  That  shews  the  bill  has 
effected  one  transfer  of  property.  A  then  buys 
something  from  C.  It  is  clear  that  C  might  draw 
npon  A,  in  a  similar  way  that  A  drew  npon  B. 
But  instead  of  that,  A  may  transfer  the  Bill  on 
B,  by  indorsement.  It  has  now  effected  two 
transfers  of  property.  In  a  similar  way,  C  may 
bny  from  D,  and  in  payment  of  the  property  may 
indorse  over  the  bill  to  D.  The  bill  then  repre- 
sents three  transfers  of  property.  In  a  similar 
way  it  may  pass  through  an  unlimited  number  of 
hands,  and  will  denote  as   many  transfers   of 

Property.  When  C  indorsed  over  the  bill  to  D, 
e  merely  sold  to  him  the  debt  which  A  had 
previously  sold  to  him.  Now  that  might  be 
done,  either  by  drawins  a  fresh  bill  on  B,  can- 
celling the  firsts  or  simply  indorsing  over  the  bill 
he  received  from  A.  Hence  we  see  that  every 
indorsement  is  equivalent  to  a  fresh  drawing. 
But  if  he  draws  afresh  bill  on  B,  it  will  represent 
nothing  but  B*s  debt  to  him,  whereas,  if  he 
indorses  over  the  bill  he  received,  it  will  repre- 
sent B*s  debt  to  A,  A*s  debt  to  C,  and  C*s  debt  to 
D,  and,  consequently,  it  will  be  much  more 
desirable  for  D  to  receive  a  bill  which  represents 
the  sum  of  so  many  previous  transactions,  and  for 
the  payment  of  which  so  many  parties  are  bound 
to  the  whole  extent  of  their  estates.  Some  thirty 
years  ago,  almost  the  entire  circulating  medium 
of  Lancashire  consisted  of  Bills  of  Exchange,  and 
they  sometimes  had  as  many  as  150  indorsements 
upon  them  before  they  came  to  maturity.  From 
this  also  we  see  that  no  true  estimate  can  be 
formed  of  the  effect  of  the  bills  of  exchange  in 
circulation,  hf  the  returns  from  the  Stamp  Office, 
as  has  sometimes  been  attempted  to  be  done,  as 
every  fresh  indorsement  is  in  effect  a  new  bill. 
So  that  the  useful  effect  of  a  bill  of  exchange  is 
indicated  by  the  number  of  indorsements  upon  it, 
supposing  that  every  transfer  is  accompanied  by 
an  indorsement,  which  is  not  always  the  case. 
We  see  here  the  fundamental  difference  between 
Bills  of  Lading  and  Bills  of  Exchange,  because 
the  indorsements  on  the  former  denote  the  number 
of  transfers  of  the  same  property;  the  indorse- 
ments on  the  latter  denote  the  number  of  transfers 
of  different  property.  Ten  indorsements  on  a 
Bill  of  Lading  shew  that  the  same  property  has 
been  transferred  ten  times,  but  ten  indorsements 
on  a  Bill  of  Exchange  shew  that  ten  times  the 
amount  of  property  has  been  transferred  once. 

122.  We  have  shewn  that  the  prices  of  all 
commodities  are  universally  governed  by  the  Law 
of  Supply  and  Demand  at  all  times  (Continuity, 
Law  of  ;  Prices,  Thbort  of).  If  the  supply 
be  excessive,  nothing  can  prevent  the  price  from 
fsJling  to  any  state  of  depression,  until  it  becomes 
absolutely  unsaleable.  The  commodity,  therefore, 
will  not  pay  the  cost  of  its  production,  and  unless 
those  concerned  in  producing  it  have  independent 
capital  to  enable  them  to  hold  on  until  the  exces- 
sive supply  is  taken  off,  and  save  them  from 
selling  when  the  price  is  ruinously  depressed,  or 
to  stand  the  losses,  they  will  all  fail. 

123.  Almost  all  men  in  commerce  are  under 
obligations ;  that  is,  they  accept  Bills  of  Exchange 
which  must  be  pud  at  a  fixed  time,  under  the 
penalty  of  commercial  ruin.  To  meet  these 
obligations  duo  by  them,  they  have  property  of 


two  sorts — debts,  or  obligationB  due  to  them ;  and 
secondly,  commodities.  To  meet  their  own  obli- 
gations, they  must  sell  one  or  other  of  these  kinds 
of  property.  They  must  either  sell  their  debts  to 
their  bankers,  or  they  must  sell  their  commodities 
in  the  market.  While  credit  is  good — ihaX  is, 
while  bankers  buy  debts  freely,  they  can  retain 
their  commodities  from  the  market,  and  watch 
their  own  opportunity  of  selling  at  a  favourable 
moment.  As  their  own  obligations  fall  due,  they 
sell  to  their  bankers  some  of  the  debts  due  to 
them.  Thus,  if  credit  were  always  good,  tber 
might  go  on  for  ever  without  the  necessity  ^ 
ever  having  a  single  piece  of  money  paid  into 
their  account,  or  having  any  money  at  ail  beyond 
what  is  necessary  for  their  petty  daily  transac- 
tions. But  if  credit  receives  a  check,  and  the 
banker  refuses  to  bny  their  debts,  they  must  still 
meet  their  own  obligations,  under  penalty  of  ruin. 
They  are  consequently  obliged  to  throw  their 
commodities  on  the  market,  and  sell  them  at  ail 
hazards,  the  supply  of  them  becomes  excessive, 
and  inevitably  depresses  the  price.  Traders  who 
have  capital  enough  of  their  own  to  meet  their 
engagements  without  discounting,  are  able  to 
keep  their  commodities  back  from  the  market, 
until,  the  extra  supply  being  exhausted,  prices 
rise  again,  from  the  natural  operation  of  the 
demand.  Bankers,  we  have  shewn,  always  bny 
the  debts  of  traders  by  creating  debts  of  their 
own,  which  are  called  their  ^'  issues,**  and  when 
bankers  refuse  to  buy  the  debts  of  traders,  they 
are  said  to  "  contract  their  issues.**  Consequently, 
a  contraction  of  issues,  or  of  discounts,  is  gene- 
rally followed  by  a  fall  in  prices.  And  this  fall 
in  prices  happening  coincidently  with  a  contrac- 
tion of  issues,  is  frequently  supposed  to  be  caused 
directly  by  the  diminished  amonnt  of  currency 
compared  to  commodities,  which  is  to  a  great 
extent  erroneous,  because  it  is  in  reality  caused 
by  the  extra  quantity  of  commodities,  which  a 
refusal  to  discount  debts,  causes  to  be  thrown 
upon  the  market. 

1 24.  We  see,  then,  how  utterly  impossible  it  is 
to  ascertiin  the  precise  effect  of  the  contraction 
of  issues  of  banks  upon  prices,  because  the  change 
is  principally  produced  by  the  quantity  of  produce 
which  traders  are  compelled  to  sell  to  meet  their 
engagements,  when  the  negotiability  of  their  debts 
receives  a  check,  and  of  course  similar  circum- 
stances not  only  compel  traders  to  sell,  but  pre- 
vent others  from  buying.  Consequently,  the 
supply  is  greatly  increased,  and  the  demand 
greatly  diminished.  If,  however,  the  holders  of 
one  commodity  are  possessed  of  much  indepen- 
dent capita],  and  are  not  compelled  to  realize  to 
meet  their  engagements,  a  contraction  of  issues 
would  not  affect  them  much.  On  the  other  hand, 
if  the  holders  of  another  commodity  were  in 
general  men  who  depended  chiefly  on  credit,  and 
were  compelled  to  sell  at  a  sacrifice  to  meet  their 
engagements,  a  sudden  refusal  to  discount  for 
them  would  cause  an  extraordinary  quantity  of 
their  produce  to  be  thrown  npon  the  market^  and 
cause  a  ruinous  depression  of  price. 

125.  It  is  the  sudden  failure  of  confidence  and 
extinction  of  credit,  which  produces  what  is  called 
in  commercial  language  a  **  pressure  on  the  money 
market,**  and  which  causes  money  to  be  *'  tight.** 
When  money  is  said  to  be  scarce,  it  does  not 
mean  that  there  is  a  smaller  quantity  of  money 
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actually  in  existence  than  before;  there  may  be 
more,  or  there  may  be  less  in  the  country,  no  one 
can  tell  what  the  amount  of  money  in  existence 
is ;  bat  a  gi'eat  amount  of  credit,  which  serves  as 
a  substitute,  and  was  an  equivalent  for  money,  is 
either  destroyed  altogether,  or  Is  suddenly  struck 
with  paralysis  as  it  were,  and  deprived  of  its 
negotiable  power,  and,  therefore  practically  use- 
less.   A  vast  amount  of  property  is  expellea  from 
circulation,  and  money  is  suddenly  called  on  to 
fill  the  void.    When  a  new  Aeld*of  commercial 
adventure  is  found  by  sagacious  discoverers,  or  a 
new  market  is  suddenly  thrown  open  by  a  change 
in  the  commercial  policy  of  foreign  nations,  the 
first  adventurers  usually  reap  enormous  profits. 
As  soon  as  this  becomes  known,  a  multitude  of 
other  speculators  rush  into  the  same  field,  excited 
by  the  profits  reaped  by  the  first.    Numbers  of 
merchants  and  traders  purchase  commodities  on 
credit,  that  is,  they  incur  obligations  which  they 
must  discharge  at  a  future  day,  in  ^he  hopes  that 
the  returns  will  come  in  before  the  day  of  pay- 
ment.   But  the  immense  quantity  of  goods  poured 
in  usnally  gluts  the  market  in  a  short  time,  and 
fi'om  the  excess  of  supply,  prices  tumble  down 
often  to  nothing,  so  that  the  goods  become  un- 
saleable, and  either  no  returns  at  all  come  in,  or 
such  as  are  quite  inadequate  to  meet  the  outlay. 
^  When  this  occurs,  it  is  called  avertrading^  and 
when  this  has  been  extensively  practise(^  it  is 
necessarily  and  inevitably  followed  by  a  nreat 
destruction  of  credit,  and  a  great  demand  for 
cash.    Thus,  credit  is  destroyed  faster  than  ope- 
rations can  be  reduced   in  proportion.    Those 
traders  who  have  not  received  the  returns  they 
counted  upon  to  meet  their  engagements,  must 
raise  money  on  any  terms,  and  perhaps  sell  what 
property  they  have,  at  any  sacrifice,  to  save 
themselves  from  ruin.    The  effect  of  this  will  be 
that  money,  for  which  there  is  an  intense  demand, 
will  rise  greatly  in  value,  that  is,  discount  will 
rise  very  high.    But  as  a  necessary  concomitant 
of  such  a  state  of  things,  a  great  quantity  of 
goods  will  be  thrown  upon  the  market,  and  their 
price  will  be  enormously  depressed.    These  cir- 
cumstances will,  therefore,  produce  a  very  high 
rate  of  discount,  and  ruinously  low  prices,  which 
must  continue  until  the  excessive  supply  of  goods 
is  exhausted,  and  confidence  revived.    In  such 
cases  as  these,  traders  who  have  not  sufficient 
capital  of  their  own  to  meet  their  engagements, 
and  hold  on  their  goods  until  prices  rise,  will 
infallibly  be  ruined.    Under  such  circumstances, 
the  rate  of  discount  beai*s  no  relation  whatever  to 
the  rate  of  profit.    The  use  of  ready  money  to 
pei*son3  who  have  overtraded,  is  of  infinitely  more 
consequence  t^an  the  price  they  have  to  pay  for 
it.    It  may  be  well  worth  their  while  to  pay 
15,  or  20,  or  even  50  per  cent,  for  the  use  of 
money  for  a  temporary  emergency,  which  may 
save  them  from  ruin,  and  enable  them  to  main- 
tain their  position. 

126.  It  is,  therefore,  not  the  scarcity  of 
money,  but  the  extinction  of  confidence,  which 
produces  a  pressure  on  the  money  market :  and  an 
examination  of  all  the  great  commercial  crises  in 
this  country,  will  shew  that  they  have  always 
been  preceded  and  produced  by  a  destruction  of 
this  credit,  which  has  usually  been  brought 
about  by  extravagant  overtrading  and  wild 
speculation,  as   may   be    seen   under    Crisis, 

COMMBBCIAX*. 


127.  The  principle  that  the  relation  between 
supply  and  demand  is  the  sole  regulator  of  value, 
combined  with  the  action  of  the  credit  system, 
will  explain  all  the  phenomena  witnessed  daring 
a  pressure  on  the  money  market.  The  failure  of 
credit  in  any  one  branch  of  business  will  produce 
its  full  efi*ect  on  the  general  market  rate  of 
interest,  because  that  is  regulated  by  the  intensity 
of  the  demand  for  money  from  whatever  quarter 
it  comes.  But  it  will  not  necessarily  follow  that 
the  market  prices  of  all  commodities  will  be 
depressed.  The  market  price  for  each  commo- 
dity will  he  governed  entirely  by  its  own  peculiar 
circumstances.  If  the  holders  of  one  commodity 
have  independent  capital,  and  have  prudently 
abstained  from  overtrading,  the  price  of  such  a 
commodity  will  not  suffer  much,  because  the 
ratio  of  supply  and  demand  will  not  be  altered  to 
any  great  extent,  but  it  cannot  help  sympathising 
to  a  certain  extent  with  other  commodities.  But 
if  the  holders  of  another  species  of  commodity 
have  overtraded,  and  depended  too  much  on 
credit,  without  sufficient  means,  they  will  neces- 
sarily be  obliged  to  throw  a  great  quantity  of 
their  produce  on  the  market  to  realize,  and  this 
excessive  supply  will  depress  the  price.  And 
this  effect  will  be  increased,  because  such  are  the 
very  times  when  persons  who  have  ready  money 
are  particularly  cautious  in  buying,  partly 
because  they  always  hope  the  mai-ket  will  fall 
still  lower,  and  they  hope  to  buy  cheaper  when 
prices  have  fallen  to  a  minimum,  and  they  will 
certainly  not  buy  more  of  any  commodity  than 
they  can  help,  which  is  diminishing  in  value; 
and  partly  because  they  must  keep  their  ready 
money  to  maintain  their  own  position.  From 
these  causes,  not  only  is  the  supply  increased, 
but  the  demand  is  diminished,  so  that  the  fall  is 
doubly  aggravated.  Thus,  we  see  at  once,  that 
a  falling  market  will  always  be  well  supplied, 
because  people  who  must  sell,  hasten  to  do  so 
before  the  price  falls  still  lower,  and  buyers  hold 
aloof,  waiting  as  long  as  they  can,  to  see  the 
lowest.  On  the  other  hand,  when  markets  are 
rising,  the  case  is  reversed.  The  sellers  hold 
aloof,  hoping  the  price  will  be  still  higher,  and 
buyers  crowd  in,  hastening  to  purchase  before 
the  price  rises  more.  A  market  that  is  despond- 
ing and  inactive  will  usually  continue  so  until 
people  are  persuaded  that  things  are  at  the 
lowest,  and  are  at  the  turn.  It  is  evident  that 
these  considerations  and  observations  apply  to 
home  produce,  or  at  least  to  produce  which  is 
already  in  this  country,  and  which  can  be  thrown 
on  the  mai'ket  immediately.  In  order  to  attract 
foreign  produce,  the  market  must  rise  high  for  a 
considerable  time,  with  the  appearance  of  con- 
tinuing so. 

1 28.  Considering  that  any  bill  whatever  which 
Is  drawn  against  band  fide  produce  is  in  com- 
merce technically  a  real  bill,  it  will  be  seen  at 
once  that  their  supposed  security  is  greatly  ex- 
aggerated, because  any  operation,  however 
foolish  and  absurd,  is  a  good  basis  for  a  real  bill. 
In  times  of  rapid  changes  in  price,  multitudes  of 
bills  will  be  generated  by  speculative  pm'chasers, 
and  when  the  price  falls  as  rapidly  as  it  rose,  as 
it  usually  does,  it  is  simply  occupai  extremum 
Mcabieg.  Hence,  losses,  and  very  severe  ones,  too, 
are  sure  to  happen  in  such  times.  But  there  ia 
always  at  least  this  certainty  with  real  bills. 
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When  persons  have  speculated  onlnckQy  and 
lost  their  fortunes,  they  are  brought  to  a  standstill. 
When  a  man  has  ruined  himself  by  speculation, 
no  banker  out  of  Bedlam  would  advance  him 
more  money  to  speculate  with.  Hence,  ill-judged 
speculation  must  stop  a  man*s  mischevous  career 
in  a  comparatively  short  space  of  time,  that  is, 
whenever  he  has  lost  the  value  of  the  goods  he 
has  been  speculating  with.  We  shall  find  in  the 
next  section,  unfortunately,  that  traders  have 
devised  a  method  to  extract  funds  from  bankers 
to  speculate  with,  by  which  they  can  go  on  long 
after  they  have  lost  all  they  ever  had,  many  times 
over,  and  adding  loss  to  loss,  until,  perhaps,  they 
may  bring  down  their  bankers,  whom  they  duped 
and  defrauded,  as  well  as  themselves.  We  have 
shewn  in  the  next  section,  that  there  are  symptoms 
which  will  often  indicate  a  commercial  crisis. 

On  the  Theory  of  Cash  Credits^  Open  Credits^ 
ana  Accommodation  BilU, 

129.  The  operations  on  Credit,  which  we  have 
hitherto  been  considering,  were  all  based  on  an 
anterior  operation,  or  one  in  which  an  exchange 
of  commodities  was  affected  by  the  creation  and 
sale  of  the  Credit,  which  Credit  was  afterwards 
sold  or  exchanged  for  another  Credit.  Such 
Credit  is,  therefore,  manifestly  limited  by  opera* 
tions  which  have  been  made,  and  by  commercial 
exchanges.  The  number  of  Bills  created  could 
by  no  possibility  exceed  the  number  of  transfers 
of  commodities,  although  they  might  be  greatly 
less,  because,  as  we  have  seen,  a  single  bill  might 
be  used  to  effect  many  transfers  of  property.  ^  In 
all  these  cases,  a  debt  has  been  created,  which 
was  expected  to  be  paid  out  of  the  proceeds  of 
the  sale  of  existing  property. 

130.  But  since  Credit  is,  as  we  have  shewn, 
exchangeable  property,  and  a  substitute  for 
money,  it  is  clear  that  it  may  be  applied  as  well 
as  money  to  bring  new  products  into  existence. 
The  limits  of  it  m  this  case  will  be  exactly  the 
same  as  those  in  the  former  case,  namely,  the 
power  of  the  proceeds  of  the  work  to  redeem  the 
Credit. 

131.  As  an  example  of  such  a  creation  or 
formation  of  a  product,  we  may  take  such  a  case 
as  the  following.  Suppose  the  corporation  of  a 
town  wishes  to  build  a  market  hall,  but  has  not 
the  ready  cash  to  buy  the  materials,  and  pay  the 
builder*8  and  workmen*s  wages.  It  may  be  a 
matter  of  certainty,  that  if  the  market  were  once 
built,  the  stalls  in  it  would  be  taken  up  imme- 
diately, and  the  rents  received  from  them  would 
liquidate  the  debt  incurred  in  erecting  it.  But, 
as  the  workmen  cannot  wait  until  that  period, 
but  require  immediate  cash  to  purchase  neces- 
sai'ies,  it  is  clear  that  unless  there  is  some  method 
of  providing  ready  payment,  they  cannot  be 
employed.  In  such  a  case,  they  might  borrow 
money  upon  their  own  bonds,  repayable  at  a 
future  period.  Now  here  we  observe  that  these 
bonds  are  the  creation  of  property.  They  are 
the  right  to  demand  a  future  payment,  and  are 
valuable  exchangeable  property,  which  may  be 
bought  and  sold  like  anything  else.  In  this  case, 
we  observe  there  is  an  exchange.  But  the  Cor- 
poration need  not  borrow  money.  They  might 
make  their  own  obligations  payable  at  a  future 
date.  And  if  these  were  made  small  enough,  and 
were  readily  received  by  the  dealers  in  the  town, 


they  might  be  used  in  the  payment  of  the  work- 
men's wages «  and  perform  all  the  Imtetioiis  of  a 
currency,  and  be  equivalent  to  money.  Each  of 
them  is  a  new  right  created,  and  valn&ble  pro- 
perty, which  is  exchangeable,  and,  therefore, 
wealth,  by  the  definition.  They  would  be  quite 
as  efficacious  in  producing  or  forming  the  market 
hall  as  real  capital.  Ana  the  market  hall  itself 
would  be  capital,  because  it  produces  a  profit. 
As  the  stalls  were  let  and  rent  received  for  them, 
the  bonds  might  be  reduced,  and  the  debt  cleared 
off.  It  is  said  that  many  market  places  have 
been  built  by  adopting  such  a  plan.  This  case 
shews  the  utter  futility  of  the  notion  that  credit 
cannot  be  applied  to  the  formation  of  produete, 
and  here  we  see  it  was  not  based  on  any  anterior 
operation. 

132.  But  as  a  more  remarkable  example  of 
the  powers  of  credit,  we  will  take  the  Cash  Credit 
system  of  Scotland. 

We  have  explained  under  Cash  Cbkdit,  tiie 
origin  of  this  species  of  Credit,  whidi  we  need 
not  repeat  here. 

Now  let  us  suppose  that  a  rich  proprietor 
should  buy  an  unimproved  part  of  the  ooontrv, 
but  one  capable  of  being  improved,  with  a  consi- 
derable amount  of  idle  persons  upon  it,  who  did 
nothing  all  the  year  round  beyond  the  small 
amount  of  labour  necessary  to  obtain  some 
miserable  food.  This  proprietor  seeing  the  capa- 
bilities of  the  country,  takes  with  him  1,000 
sovereigns,  and  employs  them  in  bringing  the 
land  into  cultivation,  in  paying  wages,  and  setting 
people  to  work.  By  these  means  the  country  is,  in 
a  few  years,  converted  from  a  barren  moor  into 
fields  of  com.  Would  not  every  one  say  that 
these  1000  sovereigns  have  been  employed  as 
Productive  Capital  f  Of  conrse  every  one  wooM 
say  so. 

133.  Now  let  us  suppose  that  the  circumstances 
and  capabilities  of  the  country  are  precisely  the 
same,  but  the  proprietor  has  no  money.  Sup- 
pose now  a  great  Edinburgh  bank  seeing  llus 
state  of  matters,  and  the  great  undevelop^  re- 
sources of  the  district,  opens  a  branch  in  it,  and 
sends  down  a  boxful  of  £1  notes. 

It  is  quite  evident  that  as  long  as  these  notes 
remain  in  the  coffers  of  the  bank,  they  are  nothing 
at  all.  They  are  only  so  many  bits  of  paper, 
which  convey  no  rights  to  any  one.  But  as  soon 
as  the  bank  consents  to  issue  them  the  case  is 
totally  changed.  For  whoever  receives  them 
from  the  bank,  receives  the  right  to  demand  one 
pound  in  gold  from  the  bank,  and  it  is  very  mani- 
fest that  this  is  valuable  property.  Here,  there- 
fore, is  a  new  property  created  of  which  the  notes 
are  the  evidence.  For  it  may  not  be  superfluous 
to  observe  that  it  is  not  the  notes,  exactly,  which 
are  the  property,  but  the  engagement  of  the  bank 
to  pay  the  sum  on  demand,  of  which  the  evidence 
is  recorded  on  the  note,  and  by  means  of  which 
it  is  transferred. 

134.  Now  as  we  define  the  value  of  a  thing  to 
be  the  thing  for  which  it  will  exchange»it  is  quite 
evident  that  these  notes  are  valuable  things,  in 
fact,  are  of  the  value  of  monev,  because  they  can 
be  exchanged  for  money  on  demand.  And  this 
valuable  property  may  be  transferred  ih>m  hand 
to  hand,  like  any  material  substance  whatever. 
It  is  in  all  respects  as  transferable  as  money 
itself,  and,  therefore,  by  the  very  force  of  the 
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definition  of  wealth,  which  Is  anything  which  has 
pnrchasing  power,  or  is  exchangeable,  it  is  wealth. 
And  it  is  notorious  that  the  qnantity  of  paper 
currency  in  a  country  is  always  reckoned  cumu- 
latively to  the  gold  and  silver  money.  And  we 
have  shewn  below  that  every  Economist  does  so. 

135.  Of  course  we  need  scarcely  observe  that 
as  wealth  depends  upon  the  single  idea  of  ex- 
changeability, such  things  are  only  wealth  within 
the  area  in  which  they  can  be  exchanged.  Such 
a  bank  note,  therefore,  is  only  wealth  within  the 
limits  of  Scotland,  within  which  it  has  purchasing 
power.  Our  readers  will  therefore  perceive 
clearly  the  manifest  truth,  that  the  creation  and 
issue  of  Bank  Notes  is  the  creation  and  issne  of 
distinct  articles  of  property. 

136.  The  bank,  therefore,  perceiving  the 
capabilities  of  the  country,  and  having  confidence 
in  the  skill,  industry,  and  honesty  of  the  farmers, 
or  proprietors — which  in  fact  may  all  be  summed 
up  in  the  word  character — and  upon  receiving 
collateral  security  against  loss  if  necessary,  creates 
and  issues  these  notes — ^valuable  property — ^as 
loans  to  the  farmers.  These  notes  are  employed 
exactly  in  the  same  way  that  money  would  have 
been.  The  people  are  set  to  work,  the  land  is 
reclaimed  and  stocked,  and  in  a  few  years  what 
was  a  bleak  and  barren  moor,  is  changed  into 
fertile  fields  of  waving  corn. 

Now,  we  ask,  who  in  their  senses  can  deny  that 
these  notes  have  been  productive  capital^  exactly 
as  much  as  money  would  have  been  r 

137.  Now  when  the  time  for  repayment 
comes,  it  may  be  made  in  three  ways.  We  may 
suppose  that  more  than  one  bank  has  established 
branches  in  the  district.  When  the  farmer  there- 
fore has  sold  his  pi*oduce  in  the  market,  he  may 
receive  for  it,  either  money,  or  the  notes  of 
another  bank,  or  notes  of  the  bank  which  has 
made  him  the  loan,  or  any  combination  of  these. 
He  may  therefore  pay  the  bank  in  money,  or  in 
the  notes  of  another  bank,  or  in  its  own  notes. 
Now  we  have  observed  that  money  is  positive 
property,  so  the  notes,  or  the  debt  of  a  bank,  are 
positive  property  to  the  holders  of  them,  though 
negative  to  the  bank  itself.  By  paying  the  bank 
therefore  in  money  or  in  the  notes  of  another 
bank,  that  is  transferring  to  them  positive 
property.  But  paying  the  bank  in  its  own  notes 
is  the  release  of  a  debt,  or  the  taking  away  of 
negative  property. 

We  observe,  therefore,  that  in  commerce,  the 
Payment  of  Money  and  the  Release  of  a  Dehty  are 
in  all  eases  absolutely  equivalent.  Which  is  a 
practical  commercial  example  of  the  Algebraical 
doctrine  that  +  X  +  is  in  all  cases  absolutely 
equivalent  to  —  x  — . 

138.  The  banks,  it  is  to  be  observed,  always 
limit  their  advance  to  a  certain  moderate  amount, 
varying  from  £100  to  £1,000  in  general,  and  they 
always  take  several  sureties  in  each  case,  never 
less  than  two,  and  frequently  many  more,  to  cover 
any  possible  losses  that  might  arise.  These 
cautioners,  as  they  are  termed  in  Scotch  law, 
keep  a  watchfal  eye  on  the  proceedings  of  the 
customer,  and  have  always  the  right  of  inspecting 
his  accounts  with  the  bank,  and  have  the 
right  of  stopping  it  at  any  time,  if  irregular. 
ldU>reover,  the  banks  themselves  do  not  permit 
these  credits  to  degenerate  into  dead  loans.  We 
must  also  observe  that,  though  security  is  taken. 


no  part  of  the  cantioner*s  property  is  taken  ont  of 
circulation;  and  therefore  his  liability  is  only 
contingent. 

139.  The  enormous  amount  of  transactions 
carried  on  by  this  kind  of  accounts  may  be 
judged  of  when  it  appears  from  the  evidence  of 
the  witnesses  before  the  Committee  of  the  House 
of  Commons  in  1826,  that  on  a  Cash  Credit  of 
£1,000,  operations  to  the  amount  of  £50,000  took 
place  in  a  single  week.  Its  effects  therefore  were 
exactly  the  same  as  these  of  £50,000  sovereigns. 
Others  stated,  that  on  a  cash  credit  of  £500, 
operations  to  the  amount  of  £70,000  took  place 
in  a  year.  One  witness  stated  that  dui-ing  twenty- 
one  years,  in  a  moderately  sized  country  bank, 
operations  had  taken  place  to  the  amount  of  nearly 
£90,000,000,  and  that  there  never  had  been  but 
one  loss  of  £200,  en  one  account,  and  that  the 
whole  loss  of  the  bank  during  that  period  did  not 
exceed  £1,200. 

140.  These  credits  are  granted  to  all  classes 
of  society,  to  the  poor  as  freely  as  to  the  rich. 
Young  men  in  the  humblest  walks  of  life  begin 
by  making  a  trifle  for  themselves.  This  inspires 
their  Mends  with  confldence  in  their  steadiness 
and  judgment,  and  they  become  sureties  for  them 
on  a  Cash  Credit. 

This  is  in  all  respects  of  equal  value  to  them 
as  money,  and  thus  they  have  the  means  placed 
within  their  reach  of  rising  to  any  extent  that 
their  abilities  and  industry  permit  them.  Mr. 
Monteith,  M.F.,  told  the  committee  that  he  was  a 
manufacturer,  employing  at  that  time  4,000 
hands,  and  that  except  with  the  merest  trifle  of 
capital,  lent  to  him,  and  which  he  very  soon  paid 
of^  he  began  the  world  with  nothing  but  a  Cash 
Credit !  And  this  was  only  one  example  out  of 
thousands. 

141.  This  shewed  the  advantage  in  a  personal 
way.  Bat  even  that  was  but  a  small  part  of  the 
system.  Almost  all  the  great  public  works  of 
every  description  were  created  by  means  of  Cash 
Credits.  One  witness  stated  that  the  Forth  and 
Clyde  Canal  was  executed  by  means  of  a  Cash 
Credit  of  £40,000,  granted  by  the  Royal  Bank. 
And  in  a  similar  way,  whenever  any  other  public 
works,  such  as  roads,  bridges,  &c.,  were  to  be 
done,  the  first  thing  was  to  obtain  a  large  Cash 
Credit  at  one  of  the  banks.  And  it  is  by  these 
means  that  Scotland  has  been  raised  to  the  proud 
position  she  now  enjoys.  It  is  no  exaggeration 
whatever,  but  a  melancholy  troth,  that  at  the 
period  of  1688,  and  the  establishment  of  the  Bank 
of  Scotland,  that  country,  partly  owing  to  such  a 
succession  of  disasters  as  cannot  be  paralleled  In 
the  history  of  any  other  independent  nation,  and 
partly  owing  to  its  position  in  the  very  outskirts 
of  the  civilized  world,  and  far  removed  from  the 
humanizing  influence  of  commerce,  divided  in 
fact  into  two  nations,  aliens  in  blood  and  language, 
was  the  most  utterly  barbarous,  savage,  and 
lawless  kingdom  in  Europe.  And  it  is  equally 
undeniable  that  the  two  great  causes  of  her  rapid 
rise  in  civilization  and  wealth,  were  her  systems 
of  national  education  and  banking.  Her  system 
of  banking  has  been  infinitely  of  greater  service 
to  her  thim  mines  of  gold  and  silver.  Mines  of 
gold  and  silver  would  probably  have  demoralised 
the  people.  But  her  banking  system  has  tended 
immensely  to  call  forth  every  manly  virtue ;  and 
the  express  business  of  these  banks  was  to  create 
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out  of  nothing,  but  by  the  mere  force  of  their  will, 
incorporeal  entitles,  which  were  valuable  and  ex- 
changeable property,  and,  therefore,  by  the  very 
force  of  the  definition,  wealth;  which  having 
served  their  purpose,  after  a  time  were 

**  Melted  into  air,  into  thin  air." 

But  their  solid  results  have  by  no  means  faded 
like  the  baseless  fabric  of  a  vision,  leaving  not 
a  rack  behind.  On  the  contrary,  their  solid  re- 
sults have  been  her  far-famed  agriculture,  the 
manufactures  of  Glasgow  and  Paisley,  the  unri- 
valled steamships  of  the  Clyde,  great  public  works 
of  all  sorts,  canals,  roads,  bridges,  ana  poor  young 
men  developed  into  into  princely  merchants. 

142.  All  these  marvellous  results  which  have 
raised  Scotland  from  the  lowest  state  of  barba- 
rism up  to  her  present  proud  position  in  the 
space  of  150  years,  are  the  children  of  pure 
Cebdit.  It  has  been  nothing  whatever  but  some 
incorporeal  entities  called  out  of  Nothing,  for  a 
transitory  existence,  and  then  vanishing  again  into 
the  Nothing  from  which  they  came.  And  has 
not  this  credit  been  capital  f  Will  any  one  with 
these  results  staring  the  world  in  the  face,  believe 
that  it  is  maintained  by  many  writers  who  still 
are  considered  as  economists,  that  Credit  conduces 
nothing  to  the  increase  of  Wealth  I  That  Credit 
conduces  nothing  to  production  I !  That  Credit 
only  transfers  existing  Capital  1 1  And  that  those 
who  maintain  that  Credit  is  productive  Capital 
are  such  puzzle-headed  dolts  as  to  maintain  that 
the  same  thing  can  be  in  two  places  at  once  1 1 ! 
How  we  have  dealt  with  these  writers,  may  be 
seen  in  the  next  section. 

1 43.  Now,  we  observe,  that  these  Cash  Credits, 
which  have  produced  such  marvellous  results,  are 
purely  of  the  nature  of  what  is  called  occomtno- 
dation  paper  in  England.  They  are  not  based 
upon  any  previous  operations,  nor  upon  the  trans- 
fer of  commodities  already  in  existence.  They 
are  created  for  the  express  purpose  of  creating,  or 
forming  Jitture  products,  which  would  either  have 
bad  no  existence  at  all  but  for  them,  or  at  all 
events  it  would  have  been  deferred  for  a  very 
long  period,  until  solid  money  could  have  been 
obtained  to  produce  them.  Thus  we  have  an 
enormous  mass  of  exchangeable  property,  created 
by  the  mere  will  of  the  bank  and  its  customers, 
which  produces  all  the  solid  effects  of  gold  and 
silver,  and  when  it  has  done  its  work,  it  vanishes 
again  into  nothing,  at  the  will  of  ihe  same  per- 
sons, who  called  it  into  existence.  Hence  we  see 
that  the  mere  will  of  man  has  created  vast  masses 
of  wealth  out  of  nothing  and  then  Dbcreatbb 
them  into  Nothing. 

144.  Here  we  see  one  example  out  of  many 
of  the  enormous  advantages  of  character.  If  the 
applicants  were  not  of  good  character,  the  banks 
would  never  have  granted  them  these  credits. 
They  would  never  have  created  this  property  for 
them.  If  the  banks  themselves  were  not  of  great 
solidity  and  character,  these  incorporeal  entities 
would  never  have  obtained  the  general  confidence 
of  the  people  so  as  to  pass  unquestioned  through- 
out the  whole  country,  as  equivalent  to  gold  and 
silver.  It  is  nothing  but  the  breath  of  confidence 
which  gives  them  this  ma^c  power,  which 
vanishes  into  nothing  at  the  blight  of  distrust 

145.  The  real  difficulty  which  impedes  a  true 
comprehension  of  the  subject,  is  very  similar  to 


that  which  long  obstructed  the  progress  and 
reception  of  the  Newtonian  doctrine  of  gravity. 
It  had  been  handed  down  as  a  dogma  from  the 
days  of  the  Greek  philosophers,  that  a  body  could 
not  act  where  it  was  not.  Instead  of  reflecting  on 
the  facts  with  unbiassed  minds,  the  opponents  of 
the  Newtonian  doctrines  contended  that  his  doc- 
trines violated  the  fundamental  dogma  that  a  body 
could  not  act  where  it  was  not,  and  treated  them 
with  ridicule. 

146.  A  very  much  more  specious  dogma  is, 
however,  at  the  root  of  the  common  inability 
among  uninstructed  writers  to  grasp  the  true 
conception  of  Credit.  From  the  days  of  Anaxa- 
goras  and  Epicurus,  it  has  been  handed  down 
TTom  age  to  age,  by  succeeding  generatioiis  of 
physicists  That  Nothing  can  come  out  of  Noiku^^ 
and  That  Nothing  can  go  bach  into  Notkitiff.  The 
fundamental  dogma  of  Lucretius,  the  hioxypbant 
of  the  Atomic  Philosophy  is  that  Nothing  can 
come  out  of  Nothing,  i,  151,  &c. 

KULLAM  REM  E  NIHILO  OIONI  DIVlllITUB  UKQUAJL 

•  •  •  •  • 

Nil  igitur  fieri  de  Nilo  posse  Cfttendum  *Bt. 

Moreover,    that   Nothing   can  go  back    into 

Nothing,  i.  216;  kc 

Huo  aooedit,  uti  quasque  in  sua  Corpora  roisnm 
Diasolvat  Natura,  neque  ad  Nihilmn  interimat  reo. 

Kullitts  ezitium  patitur  Natura  viderL 

•  •  •  •  • 

Immortali  sunt  natorft  prsdita  certe; 

HaMd  i^tur  poasunt  ad  Kilum  queeque  revertt 

•  •  •  •  • 

Haud  igitur  redit  ad  Nihilum  res  ulla,  sed  omnes 

Discidio  redeunt  in  ooipora  material 

•  •  •  •  • 

Haud  igitur  penitus  pereunt  quaeounque  videntar ; 
Quando  alia  ex  alio  refioit  Natura  neo  ollam 
Bern  gigni  patitur,  nisi  morto  a^jutam  alienl. 

And  this  is  the  constant  refrain  of  the  Lncre- 
tian  philosophy,  That  nothing  can  be  produced 
from  nothing,  and  that  nothing  can  go  back  into 
nothing,  i,  266. 

Nunc  avB,  res  quoniam  docui  non  posse  creari 

De  Nihuo,  neque  item  genitas  ad  KU  revocari. 

•  •  »  •  • 

At  quoniam  supera  dooui  Nil  poeae  cfeari 

De  Nihilo,  neque  <^uod  genitu  *st  ad  Nil  revocari. 

Esse  immortali  Pnmoroia  cotpore  debent." 

And  this  is  the  identical  doctrine  which  physicists 
maintain  to  the  present  day.  Chemists  delight  to 
expatiate  to  their  audience  on  the  indestructibili^ 
of  all  things.  How  seeming  destruction  is  merely 
the  dissolution  of  atoms  under  their  present  com- 
binations, to  reappear  in  new  forms  and  new 
combinations  in  perpetual  succession. 

147.  But  Political  Economy  confounds  the  best 
settled  doctrines  of  the  sages  of  eld.  It  is  true 
that  many  Economists  have  declared  that  man 
can  call  nothing  into  existence,  that  all  wealth 
comes  from  the  earth.  That  wealth  is  but  the 
particles  of  matter,  and  that  aU  that  man  can  do 
is  to  re-arrange  them,  and  either  place  them  in  a 
new  position,  and  let  nature  do  the  rest.  But 
their  own  doctrines,  their  own  books,  their  own 
definitions,  confound  all  such  notions.  And 
lawyers  know  better  than  that.  Economists, 
with  scarcely  an  exception,  are  agreed  that  what- 
ever can  be  exchanged,  whatever  can  be  bought 
and  sold,  is  wealth ;  that  everything  by  which 
profit  can  be  made  is  Capital.  Twenty-two  cen- 
turies ago  Socrates  expressly  declared  that  Know- 
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rsDQB  was  WBALTH.  Aristotle  laid  down  as  a 
definition  that  everything  whose  valne  conld  be 
measured  in  money  was  wbalth.  Adam  Smith 
expressly  enamerates  the  ^'  acquired  and  useful 
abilities  "  of  the  people  as  part  of  the  Wealth  of  a 
country.  He  also  classes  paper  money — which  is 
credit  —  as  valuable  property,  and  therefore 
Wealth,  making  exchangeability  the  test  of 
Wealth.  J.  B.  Say  has  done  the  same.  So  does 
Mr.  Senior.  He  says— <*  Health,  strength,  and 
KNowLBDGB,  and  the  other  natural  and  acquired 
powers  of  body  and  Mind,  appear  to  us  to  be 
articles  of  W  SALT H.  ♦  »  •  ♦  In  the  greater 
part  of  the  world  a  man  is  as  purchasable  as  a 
horse.  In  such  countries  the  only  difference  in 
value  between  a  slave  and  a  brute  consists  in  the 
degree  in  which  they  respectively  possess  the 
saleable  qualities  that  we  have  been  considering. 
Jfihe  question  whether  personal  qualities  are  arti' 
cles  of  wealth  had  been  proposed  in  classical  times^ 
it  would  have  appeared  too  clear  for  discussion, 
[We  have  shown  under  ^schinbs  Socbaticus 
that  this  very  question  was  proposed  in  classical 
times,  and  personal  qualities  were  decided  to  be 
WBAI.TH.]  In  Athens  every  one  would  have 
replied  that  they  in  fact  constituted  the  whole 
value  of  an  €fi\lnrxpv  6(ryavov.  The  only  differ- 
ences in  this  respect  between  a  freeman  and  a 
slave  are,  first,  that  the  free  man  sells  himself ^  and 
only  for  a  period,  and  to  a  certain  extent,  the 
slave  may  be  sold  by  others  and  absolutely ;  and, 
secondly,  that  the  personal  qualities  of  the  slave 
are  a  portion  of  the  wealth  of  his  master ;  those 
of  the  freeman,  so  fftr  as  they  can  be  made  sub- 
jects of  exchange,  are  a  part  of  his  own  wealth. 
They  perish,  indeed,  by  his  death,  and  may  be 
impaired,  or  destroyed  by  disease,  or  rendei'ed 
valueless  by  any  changes  in  the  customs  of  the 
country,  which  shall  destroy  the  demand  for  his 
services ;  but  subject  to  these  contingencies^  they  are 
wealthy  and  weaUh  of  the  most  valuable  hind.  The 
amount  of  revenue  derived  from  their  exercise  in 
England  far  exceeds  the  rental  of  all  the  lands  in 
Great  Britain.** 

148.  Again,  at  p.  145,  Mr.  Senior  says — '*Even 
in  our  present  state  of  civilization,  which,  high  as 
it  appears  by  comparison,  is  far  short  of  what 
might  easily  be  conceived,  or  even  of  what  may 
confidently  be  expected,  the  Intellectual  and 
MoBAL  Capital  of  Great  Britain  far  excels  all 
her  Matbbial  Capital,  not  only  in  importance, 
but  even  in  productiveness.  The  families  that 
receive  mere  wages  probably  do  not  form  a  fourth 
of  the  community  ;  and  the  comparatively  large 
amount  of  the  wages  even  of  these,  is  principally 
owing  to  the  capital  and  skill  with  which  their 
efforts  are  assisted  and  directed  by  the  more  edu- 
cated members  of  the  society.  Those  who 
receive  mere  rent,  even  using  that  word  in  its 
largest  sense,  are  still  fewer ;  and  the  amount  of 
rent,  like  that  of  wages,  principally  depends  on 
the  knowledge  bv  which  the  gifts  of  nature  are 
directed  and  employed.  The  bulk  of  the  national 
revenue  is  profit,  and  of  that  profit,  the  portion 
which  is  mere  interest  on  material  capital  proba- 
bly does  not  amount  to  one  third.  The  rest  is  the 
result  of  Pebsonal  Capital,  or  in  other  words 
of  education. 

**It  is  not  in  the  accidents  of  soil,  or  climate, 
or  on  the  existing  accumulation  of  the  material 
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instruments  of  production,  but  on  the  quantity 
and  the  diffusion  of  this  Immatebial  Capital, 
that  the  Wealth  of  a  country  depends.  The 
climate,  the  soil,  and  the  situation  of  Ireland 
have  been  described  as  superior,  and  certainly 
are  not  much  inferior,  to  our  own.  Her  poverty 
has  been  attributed  to  the  want  of  material 
capital;  but  were  Ireland  now  to  exchange  her 
native  population  for  seven  millions  of  our 
English  North  Countrymen,  they  would  quickly 
create  the  Capital  that  is  wanted.  And  were 
England,  north  of  Trent,  to  be  peopled  exclu- 
sively by  a  million  of  families  from  the  west  of 
Ireland,  Lancashire  and  Yorkshire  would  still 
more  rapidly  resemble  Connaught.  Ireland  is 
physically  poor,  because  she  is  morally  and  intel- 
lectually poor.  And  while  she  continues  unedu- 
cated, whUe  the  ignorance  and  violence  of  her 
population  render  persons  and  property  insecure, 
and  prevent  the  accumulation  and  prohibit  the 
introduction  of  capital,  legislative  measures,  in- 
tended solely  and  directly  to  relieve  her  poverty, 
may  not  indeed  be  ineffectual,  for  thev  may  aggra- 
vate the  disease,  the  symptoms  of  which  they  were 
meant  to  palliate,  but  undoubtedly  will  be  pro- 
ductive of  no  permanent  benefit.  ENOwLEnaa 
has  been  called  power^it  is  far  more  certainly 
Wealth.  Asia  Minor,  Syria,  Egypt,  and  the 
Northern  Coast  of  Africa,  were  once  among  the 
richest,  and  are  now  among  the  most  miserable 
countries  in  the  world,  simply  because  they  have 
fallen  into  the  hands  of  a  people  without  a  suf- 
ficiency of  the  immaterial  sources  of  wealth  to 
keep  up  the  material  ones.** 

149.  Knowledge,  therefore,  by  the  very  gene- 
rali<y  of  the  definition,  and  the  consent  of  nearly 
every  Economist  of  note — ^is  Wealth.  And 
where  does  Knowledge  come  fromP  And  what 
is  it  formed  out  of?  Does  it  come  from  the 
earth  ?  and  is  it  formed  out  of  the  materials  of 
the  globe?  We  should  fancy  that  few  would 
maintain  that.  All  that  we  know  is  that  Know- 
ledge originates  in  the  mind.  Knowledge  is 
formed  in  the  mind,  but  is  it  formed  out  of  the 
materials  of  the  mind  ?  And  if  so,  what  is  the 
composition  of  the  mind  ?  Does  it  come  from 
the  earth  ?  Are  we  to  have  an  Atomic  theory  of 
Knowledge,  or  of  the  Mind  ?  Will  some  meta- 
physical Dal  ton  tell  us  that  knowle<^e,  or  the 
human  mind,  is  composed  of  indestructible  pri- 
mordial Atoms  ? 

HoWd  rh  deivdj  Kohdey  iiy- 
Ofihtirov  ^eivSrepov  wiXei 

But  this  same  knowledge —Whence  cometh  it? 
What  is  it  ?—  WhUher  goeth  it  ? 

We  know  not — Do  our  readers  ? 

Natheless  it  is  Wealth;  and  therefore  it  is 
within  the  domain  of  the  Economist.  It  may  be 
bought  and  sold ;  it  may  be  valued ;  it  may  be 
accumulated ;  it  may  be  handed  down  from  age 
to  age,  like  any  material  product  whatever.  The 
acquisition  of  knowledge  is  the  acquisition  of 
Wealth ;  and  the  loss  of  knowledge  is  the  destruc- 
tion of  Wealth.  And  is  the  loss  or  destruction  of 
knowledge  the  dissolution  of  indestructible  pri- 
mordial atoms  ?  Here,  then,  are  vast  masses  of 
Wealth,  and  the  question  is  where  it  comes  from, 
and  what  is  it  composed  of?  And  there  are  but 
two  solutions  of  the  question.  Either  knowledge 
is  composed  of  indestructible  atoms,  or  it  is  not. 

LL 
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If  it  be  80,  then  of  conrse  the  formation  of  know- 
ledge is  not  the  Creation  of  Wealth  oat  of 
Nothing.  But  unless  we  are  prepared  to  admit 
that— and  who  is  P—  the  formation  of  knowledge 
must  be  creation  of  Wealth  ont  of  Nothing. 
And  the  loss  or  destruction  of  Knowledge  must  be 
the  Decreatlon,  or  the  return,  of  Wealth  into 
Nothing  I 

150.  As  one  example  of  this  out  of  thousands, 
we  may  take  a  case  that  was  not  very  long  ago 
before  the  Scotch  Courts.  In  the  beginning  of  the 
17th  century,  a  man  named  Anderson  discovered 
a  way  of  making  pills,  which  soon  became  yery 
popular.  The  secret  of  making  these  pills  has 
been  handed  down  from  generation  to  generation, 
and  has  been  a  constant  source"  of  Wealth  to  the 
owner  of  it.  Very  recently,  the  possessor  of  it 
became  bankrupt,  and  his  creditors  claimed  the 
right  of  having  it  given  up  to  them,  as  part  of  the 
bimkrupf  s  property.  The  pills  have  been  ana- 
lysed in  vain  by  chemists,  and  the  secret  of  their 
composition  has  never  been  able  to  be  discovered. 
Now,  here  is  a  manifest  case  of  a  trade  secret, 
knowledge,  being  Wealth, — and  where  did  this 
Wealth  come  from  ?  and  what  is  it  composed  of? 
Did  it  come  from  the  earth  P  and  is  it  composed  of 
the  materials  of  the  globe  P  And  yet  it  has  been 
handed  down  as  an  heirloom  from  age  to  SLse. 
Suppose  the  present  possessor  of  the  secret  dies 
without  divulging  it,  there  is  a  manifest  loss  of 
Wealth.  And  what  would  become  of  it  in  such 
a  caseP  And  this  is  clearly  only  a  particular 
example  out  of  countless  others. 

151.  Here,  therefore,  we  have  enormous  masses 
of  what  every  Economist,  with  scarcely  an  ex- 
ception, admits  to  be  wealth,  which  shakes  the 
doctrines  of  the  Physical  Philosophers.  But  also, 
the  doctrines  of  many  Economists  are  equally 
overthrown,  because  they  say  that  all  wealth 
comes  from  the  earth.  But  here  we  have  great 
masses  of  wealth  which  do  not  come  from  the 
earth.  Hence  it  is  manifest  that  there  is  another 
source  of  wealth  besides  the  Earth,  namely,  the 
Human  Mind. 

152.  But  even  this  does  not  exhaust  the  list  of 
Economic  Quantities,  though  Economists  have 
scarcely  noticed  any  other.  When  we  adopt  the 
definition  of  Wealth  as  everything  that  can  be 
exchanged,  or  whose  value  may  be  measured; 
we  very  soon  find  that  there  is  yet  another  species 
of  exchangeable  quantities,  which  do  not  originate 
in  the  earth,  nor  yet  in  the  mind.  And  here 
again  we  may  observe  that  Lucretius  is  at  fault 
For  he  says  that  there  is  nothing,  besides  the  void, 
which  is  separated  firom  something  corporeal. 
1.  420. 

Omnia,  ut  est,  ig^tur,  per  se,  Katura,  duabus 

Consistit  rebus ;  nam  Cobpoba  sunt,  et  Inane. 

•  •  •  •  ♦ 

Preterea  nihil  est,  quod  possis  dicere  ab  omni 

Corpora  sqjunctuin,  aeoretumque  esse  ab  Inani. 

•  •  •  •  « 

Bt  fiacere  et  fungi  sine  Cobpore  nulla  potest  res. 

•  •  •  ♦      '^      « 

Eivo  prseter  Inane  et  Cobpoba,  tertia  per  se 
Nulla  potest  rerum  in  numero  natura  relinqui 

From  these  lines  it  is  clear  that  Lucretius  did  not 
live  in  the  days  of  Public  Debts,  BQls  of  Ex- 
change and  Bank  Notes,  Bank  Shares,  Copyrights 
and  other  incorporeal  property,  or  he  would  have 
modified  this  part  of  his  Philosophy. 

153.  Modern    ingenuity    has    reduced    what 


Lucretius  declared  an  impossibility  into  realitr. 
There  are  enormous  masses  of  exchangeaUe 
incorporeal  property,  for  which  there  are  express 
shops  for  creating,  and  there  are  special  markets 
for  trafficking  in,  namely,  the  Royal  Exchange, 
and  the  Stock  Exchange. 

154.  Mr.  Mill,  we  have  seen,  defines  Wealth 
to  be  anything  which  has  power  of  pnrcha^ii^ 
and  he  says  that  productive  laboar  Is  labov 
which  is  productive  of  wealth.  Hence  manif^T 
labour  which  produces  anything  which  is  ex- 
changeable is  producing  Wealth.  In  Book  m., 
ch.  xii.,  §  5,  he  gives  a  table  showing  that  the 
Bills  created  in  a  single  year  amoonted  to 
£528,493,842,  and  these,  after  all,  were  bat  a 
fractional  part  of  the  total  quantity  of  credit 
In  B.  Ill ,  c.  XX.,  §  2,  he  expressly  caJla  Bank 
Notes*' Productive  Capital,**  and  Smith  enume- 
rates paper  credit  cumulatively  to  gold  and  sliver 
money. 

155.  Now  we  observe  that  every  one  allows 
Bank  Notes,  Bills  of  Exchange,  &c.,  to  be  sepa- 
rate independent  exchangeable  property,  and 
therefore  ex  vi  termini — ^Wealth.  And  what  are 
they  P  Simply  Credit — Dbbts.  Now  where  do 
these  Debts  come  from?  Do  they  come  from 
the  materials  of  the  globe  ?  Are  they,  too,  formed 
of  indestructible  primordial  atoms?  When  a 
debt  is  extinguished  is  it  a  mere  di^olnUon  (^ 
certain  material  paiticles  to  reappear  under  an- 
other form?  Are  they  even  the  products  of 
Labour  and  the  human  mind  ? 

How  is  a  Debt  created  ?  By  the  motnal  am- 
sent  of  two  minds.  By  the  mere  Fiat  of  the 
Human  Wiix.  And  how  is  a  debt  extingnished  ? 
By  the  mere  Fiat  of  the  Humar  Wiu..  Now  wc 
again  ask — we  need  scarcely  repeat  that  a  debt  is 
property — Whence  does  it  comeP  When  two 
persons  have  Wiixsn  to  create  a  debt — whence 
does  it  come  ?  From  the  materials  of  the  globe  ? 
Does  it  come  even  from  the  mind  ?  No !  it  i& 
nothing  but  a  valuable  product,  created  ont  of 
Absolute  Nothing,  by  the  mere  Flat  of  the  hnmaa 
Will.  And  when  it  is  extinguished,  it  is  a 
valuable  product  Decbsatbd  into  Nothibg  by 
the  mere  Flat  of  the  Human  Will. 

156.  But  besides  debts,  there  is  an  enormous 
mass  of  valuable  property  of  a  similar  nature 
created  by  the  mere  will  of  the  Legislature,  such 
as  Copyrights.  It  is  true  that  the  Lregislatuie 
cannot  make  a  Copyright  a  valuable  tiling ;  bat 
it  can  prevent  it  from  being  destroyed.  Now  we 
ask — Are  not  the  Copyrights  held  by  a  publisba* 

Sart  of  his  fixed  Capital  ?  Part  of  his  Wealth  ? 
ust  as  much  as  so  much  land  P  Whence  come 
theyP  From  the  materials  of  the  Globe?  v 
even  from  the  Human  Mind  P  It  is  quite  clear 
that  Copyrights  are  the  pure  creation  of  the  Will 
of  the  Legislature. 

Suppose  that  the  Legislature  were  to  abolish 
Copyrights,  would  not  ttiat  be  an  actnal  attniki- 
lotion  of  Wealth,  and  not  merely  the  Disaolntioo 
of  material  atoms  P 

157.  What  Again  are  the  Funds  P  Nothing 
but  valuable  Rights  created  by  the  Will  of  the 
Legislature.  Suppose  Parliament  were  to  abolish 
the  Funds.  Would  not  that  be  the  oMMikHa* 
turn  of  a  vast  amount  of  property  P 

Precisely  the  same  considerations  apply  to  Ta?t 
amounts  of  property  of  a  similar  natore.  Such 
as  policies  of  insurance,  leases,  and  annuities  of 
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all  sorts.  Thej  are  all  prop^'ty'  created  by  the 
mere  Fiat  of  the  Haman  Will.  And  who  can 
form  the  most  distant  conception  of  the  value  of 
all  the  Incorporeal  property  of  this  nature  in 
Great  Britain  ?  In  the  species  of  private  credit 
alone,  which  is  the  subject  of  this  article,  it  is 
probably  not  far  short  of  the  value  of  the  land 
of  the  country. 

158.  We  may  remark  thai  Plutarch,  long 
ago,  saw  that  the  business  of  Banking  overturned 
the  doctrines  of  the  Physical  Philosophers ;  for 
after  describing  the  method  of  Discount,  which 
was  practised  by  the  Athenian  bankers  (Dis- 
count) he  says,  — "  elra  rHv  ^vtrucQv  ^riwov 
KarayeX&ffi,  Xsyoyrtity  fti}S€v  Ik  rov  fi^l  ovrog 
yeyioBai.'* 

**  Then,  fonooth,  they  may  laugh  to  soora  the  doc- 
trines of  the  Physical  philosopnen  who  say  that 
nothing  can  come  out  of  nothing." 

159.  Moreover,  this  property,  thus  created  by 
the  wills  of  two  persons,  is  of  so  stubborn  a  na- 
ture, that  it  cannot  in  general  be  decreated, 
except  by  the  same  power  that  called  it  into 
existence.  We  have  seen  some  of  its  beneficial 
effects ;  but,  on  the  other  hand,  when  misused,  its 
power  ]B  so  terrible,  like  that  of  some  volcanic 
agent,  that  it  has  blown  societies  to  pieces.  Too 
much  of  it  is  very  frequently  created  in  com- 
merce, and  it  is  necessary  for  public  policy  that 
some  of  it  should  sometimes  be  destroyed.  In 
order  to  do  this,  there  are  Courts  of  Law  insti- 
tuted whose  express  purpose  is  to  decreate  this 
species  of  property.  These  are  the  Courts  of 
Bankruptcy,  xbeir  especial  purpose  is  to  anni- 
hilate this  species  of  property. 

Hence  we  have  shops  for  the  express  purpose 
of  creating  this  species  of  {property,  which  are 
Banks.  We  have  a  public  market  for  the 
express  purpose  of  dealing  in  it,  which  is  the 
Rot  All  ExcHANGB ;  and  we  have  Courts  of  Law 
for  the  express  purpose  of  destroying  it,  when  it 
cannot  be  done  by  the  parties  themselves,  and 
these  are  the  Courts  or  Bankbuptct. 

160.  Hence  we  see  that  taking  the  Definition 
of  Wealth  in  its  widest  generalitv,  as  everything 
whose  value  may  be  measured,  there  are  Econo- 
mic Quantities  of  three  distinct  species.  1st,  The 
products  of  the  Earth,  comprising  all  material 
substances;  2ndly,  The  products  of  the  Mind, 
comprising  all  knowledge  of  different  kinds ;  and 
Srdly,  The  products  of  the  Will,  comprising  all 
incorporeal  propertv,  such  as  credit,  the  funds, 
and  all  annuities  oi  every  description.  In  each 
of  these  there  may  be  Property.  And  all  of  these 
various  species  of  Products  may  be,  and  are,  daily 
exchanged  for  one  another,  or  amongst  themselves, 
and  therefore  manifestly  they  must  all  be  included 
in  the  Science  of  Exchanges. 

We  thus  see  that  instead  of  there  being  only 
one  source  of  Wealth,  as  so  many  Economists 
have  said,  that  there  are,  in  fact,  three  sources  in 
which  Wttdth  originates,  the  E  abth— the  Human 
Mind — and  the  Human  Will. 

None  of  these  products,  however,  are  abso- 
lutely Wealth  in  themselves.  But  men  wanting 
and  desiring  to  have  them,  and  being  willing  to 
give  something  in  exchange  for  them,  give  them 
Value,  and  constitute  them  Wealth. 

161.  Suppose,  then,  we*  make  £  the  general 
symbol  for  an  Economic  Quantity — ^that  is  to  say 


anything  whatever  whose  value  may  be  measured, 
and  representing  these  various  species  of  Quan- 
tities indifferently  under  the  general  symbol,  we 
may  say  that  there  are  in  any  country,  quantities 
of  this  sort : — 

£528,497,620 

£427,956,288 

£807.847,281 

£24,572,674 

ice,  &o.  ko, 

&o.  &o.  &o. 

Then  we  affirm  b^  virtue  of  the  principle  of  the 
Continuity  of  Science,  and  by  the  great  Alge- 
braical doctrine  of  the  Permanence  of  Equivaleni 
ForvMy  that  whatever  can  be  proved  to  be  true 
Economically  of  any  one  of  this  series  of  Quantities 
must  be  true  of  them  all.  Moreover,  that  the  fan- 
damental  conceptions  of  Economic  Science  must  be 
of  such  a  wide  and  general  nature  that  they  must 
grasp  all  these  Quantities,  of  whatsoever  nature 
they  may  be.  Moreover,  that  all  the  fundamental 
axioms  of  the  Science  must  be  of  that  wide  and 
general  nature  so  as  to  grasp  all  the  phenomena 
under  one  general  expression. 

162.  As  an  example  of  the  doctrine  stated  in 
the  preceding  paragraph,  we  may  give  this.  No 
one  looking  at  the  series  of  Economic  Quantities 
placed  above,  could  tell  of  what  species  thev  were. 
Some  may  be  land,  some  corn,  some  minerals, 
some  ships,  some  money,  some  debts,  some  com- 
mercial shares,  or  copyrights,  &c.  Now  what  we 
say  is  this,  that  there  can  be  but  Onb  cause  of 
Value  for  them  all.  This  at  once  annihilates  the 
false  distinctions  between  the  causes  of  the  Value 
of  different  species,  which  have  been  made  by 
Economists.  We  see  at  once  that  Demand  is  the 
sole  cause  of  Value  of  all  Economic  Quantities 
(Value.) 

163.  A  banker's  assets  are  composed  partly  of 
money,  and  partly  of  other  securities  of  different 
kinds,  such  as  debts.  His  liabilities,  or  DepoeUe^ 
are  exclusively  Debts.  Now,  if  we  placed  oefore 
our  readers  a  banker*s  deposits  and  assets,  thus— - 

£10,000  I  £10,000 
who  could  tell  which  were  the  deposits  and  which 
were  the  assets?  And  of  the  assets,  who  could 
tell  what  part  was  money,  and  what  part  debts  ? 
We  see  that  the  debts  which  are  his  assets,  as  well 
as  his  deposits,  are  entered  under  exactly  the 
same  general  symbol,  £.  It  follows,  therefore, 
that  they  are  all  eqmdly  Economic  Quantities, 
and  must  be  subject  to  the  same  general  laws. 

We  thus  see  that  there  are  Economic  Quanti- 
ties of  very  different  species,  and  a  knowledge  of 
Law  and  Commerce  is  absolutely  indispensable 
in  order  to  enable  us  to  discern  what  Economic 
Quantities  are.  And  then,  by  the  very  nature  of 
Natural  Philosophy,  the  fundamental  concep- 
tions must  grasp  aU  these  Quantities  of  diverse 
forms  and  natures. 

164.  Having  thus  obtiuned  these  independent 
Economic  Quantities,  the  purpose  of  the  science 
is  to  discover  the  laws  which  regulate  the  varia- 
tions of  their  Exchangeable  Relations.  And  we 
say  that  they  must  ^  governed  by  the  grand 

fmeral  Theory  of  Variable  Quantities  in  general, 
or  if  not,  the  whole  of  Mathematical  Science  is 
shaken  to  its  foundations. 

165.  It  may  be  as  well,  perhaps,  to  explain 
our  argument  at  somewhat  greater  length  to  our 
readers.  Mathematical  Science  has  under  its 
dominion— Ist.  The  Theory  of  pure  number; 

ll2 
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2iidly.  The  Theory  of  Dependent  Qnantities ; 
Srdly.  The  Theory  of  Independent  Qnantities. 
The  Theory  of  pnre  number  is  named  Abith- 
MBTic.  Now  the  very  basis  of  all  Mathematical 
certainty  is  this,  that  the  combinations  of  numbers 
shall  be  true  under  all  circumstances,  and  when 
applied  to  all  cases.  Thus  we  say  that  in  ab- 
Btract  numbers  3  x  3  a  9.  And  this  must  be  true 
in  all  cases  whatever.  If  we  could  imagine  some 
branch  of  science  in  which  3  x  3  «» n,  the  science 
of  Arithmetic  would  be  shaken  to  its  foundations. 

The  very  same  reasoning  is  applicable  to  the 
general  theory  of  dependent  Quantities.  Like 
as  in  the  case  of  pure  number,  there  is  a  grand 
general  Theorjr  of  Dependent  Quantities,  which 
must  be  applicable  to  all  cases,  and  to  all  parti« 
cnlar  sciences  whatever.  And  this  is  the  reason 
why  the  various  physical  sciences,  so  widely  dif- 
ferent in  their  nature,  are  all  brought  within  tiie 
grasp  of  the  Differential  Calculus.  What  can  be 
more  diverse  in  their  natures  than  Astronomy, 
Optics,  Sound,  The  Tides,  Electricity,  &c.,  &c.  ? 
And  yet  they  are  all  brought  within  the  grasp 
of  Differential  Equations,  because  they  are  only 
80  many  particular  cases  of  Dependent  Quan- 
tities. 

If,  then,  we  find  a  new  order  of  Variable,  or 
Dependent,  Quantities,  we  are  able  to  affirm  that 
th^  must  be  subject  to  the  grand  general  Theory 
of  Variable  Quantities  in  general.  For  if  they  were 
not,  it  would  shake  the  whole  of  mathematical 
reasoning  to  its  foundations,  just  in  the  same  way 
as  if  we  could  imagine  a  science  which  broke 
loose  from  the  general  laws  of  number. 

Now,  in  Political  Economy  we  have  to  deal 
partly  with  a  new  order  of  Qnantities  altogether, 
and  partly  with  a  new  relation,  or  quality,  of 
Quantities,  with  which  we  are  already  familiar. 
The  new  Quantities  are,  of  course,  knowledge,  &c., 
and  Incorporeal  Property,  and  the  new  quality  is 
exchangeability. 

Nevertheless,  the  object  of  the  Science  being 
to  discover  the  Laws  which  regulate  the  Variable 
Exchangeable  Relations  of  these  Quantities,  we 
eay  that  they  must  be  only  a  particular  case  of 
Variable  Quantities  in  general.  And  therefore 
they  must  be  subject  to  the  same  general  laws  as 
govern  the  variable  relations  of  Physical  Quan- 
tities. 

Now  the  fundamental  principle  of  all  Physical 
Inductive  Science  is  that  there  is  only  onb  gene- 
ral Theory,  which  accounts  for  all  the  phenomena. 
There  is  no  Physical  Science  whatever,  which 
any  one  ever  thought  could  by  any  possi- 
bility be  based  on  a  multitude  of  conflicting 
fundamental  theories. 

Now  it  is  against  this  ftmdamental  principle  of 
Natural  Philosophy,  that  the  whole  of  the 
Ricardian  School  of  Political  Economy  sins.  For 
that  school  enumerates  a  number  of  distinct 
classes  of  cases  of  Value,  and  it  lays  down  a 
distinct  fundamental  Theory  of  Value  for  each. 
Now  this  is  manifestly  to  shake  all  mathematical 
reasoning  to  its  foundations,  for  it  is  as  much  as 
to  say  that  here  is  a  Science  of  Variable  Quan- 
tities, which  is  not  subject  to  the  general  Mathe- 
matical Theory  of  Variable  Quantities. 

This  then  is  the  ground  of  our  condemnation  of 
the  Ricardian  System  of  Economics.  How  very 
differently  Condlllac  treated  the  subject  we  have 
shown.  (CoBoiujLc.) 


166.  We  earnestly  hope  that  our  readers  do 
not  think  we  are  indulging  in  mere  metaphysieal 
logomachy.  Very  far  from  it.  The  ooii8iderati(»i3 
we  have  presented  are  indispensably  necessary  to 
examine  the  fundamental  nature  of  the  enormously 
greater  proportion  of  existing  property.  The 
ideas  we  have  presented  may  be  new  to  some 
readers,  but  they  are  sunply  indispatable  princi- 
ples of  Law  and  Commerce.  They  are  absolately 
indispensable  to  understand  the  great  sobjeets  of 
Credit  and  Currency,  which  have  produced  such 
tremendous  effects  on  the  well  being  of  nations. 

167.  We  may  observe  that  the  whole  system 
of  Cash  Credits,  which  we  have  been  describing, 
shows,  among  many  other  things,  the  utter  fidlacy 
of  what  is  called  the  CusasNCT  Pjiihc[pi.b,  which 
asserts  that  no  good  can  be  done  by  increasing  the 
quantity  of  money  in  a  country,  as  well  as  Uiat 
the  issues  of  banks  should  be  absolutely  restricted 
to  the  quantity  of  money  there  would  be,  if  they 
did  not  exist.  We  have  seen  that  the  whole  oi 
the  magnificent  works  which  were  carried  on  by 
means  of  Credit  created  an  excess  of  the  money 
actually,  and  which  displaced  no  money  whatever. 
The  very  same  phenomenon  was  exhibited  in 
England  during  tne  same  period.  It  was  soon 
after  1770  (Banking  ik  EiiaLAirD,  §  106)  that 
the  prodigious  development  of  her  industrial 
energies  began,  and  to  carry  out  these  gigantic 
works  multitudes  of  country  Banks  started  up 
on  all  sides,  and  filled  the  country  with  their 
rotten  notes.  Bad  as  this  currency,  however, 
was,  it  was  by  means  of  it  that  these  great  works 
were  done,  and  they  could  never  have  been  done 
without  it.  It  was  the  fatal  monopoly  of  the 
Bank  of  England  which  prevented  powerfiil 
Banks  being  formed,  and  permitted  these  mush- 
room shopkeepers  to  stait  up  and  turn  Bankers. 

On  Open  Credits. 

168.  We  have  seen  that  Cash  Credits  are 
always  created  to  forward  a  future  operation,  and 
are  never  founded  on  a  past  one.  There  is  always, 
however,  collateral  security  taken,  so  as  to  protect 
the  Bank  against  loss.  In  the  keen  spirit  of  com- 
petition, however,  a  hazardous  system  has  sprung 
up  of  granting  these  credits  without  collateral 
security.  This  system  is  a  good  deal  practised 
abroad,  we  believe,  and  is  called  Credit  a  Deeom- 
vertj  and  in  this  country  Open  Credits.  It  is 
manifestly  far  more  hazardous  than  Cash  Credits, 
or  common  discounting,  because  there  are  always 
two  names  at  least  in  such  cases.  We  believe 
that  the  Joint  Stock  Banks,  which  failed  a  few 
years  ago,  indulged  to  a  great  extent  in  this  dan- 
gerous system. 

On  Accommodation  Bills. 

169.  We  now  come  to  a  species  of  Credit, 
which  will  demand  great  attention,  because  it  is 
the  curse  and  the  plague  spot  of  Commerce,  and 
it  has  been  the  great  cause  of  those  frightful 
commercial  crises,  which  seem  periodically  to 
recur,  and  yet  though  there  can  be  no  doubt  that 
it  is  in  many  cases  essentially  fraudulent,  yet  it 
is  of  so  subtle  a  nature  as  to  defy  all  powers  of 
Legislation  to  cope  with  it—at  least  according  to 
the  still  unreversed  doctrines  of  Westminster 
Hall., 

170*.  We  have  shown  by  the  exposition  of  the 
^stem  of  Cash  Credits,  that  there  is  notiiing 
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essentially  daagerons  or  frandnlent  in  a  Credit 
being  created  for  the  purpose  of  promoting  future 
operations.  On  the  contrary,  snch  Credits  have 
been  one  of  the  most  powerful  weapons  ever 
devised  by  the  ingenuity  of  man  to  promote  the 
prosperity  of  the  country.  A  certain  species  of 
this  Credit,  however,  having  been  grossly  mis- 
used for  fraudulent  purposes,  and  having  produced 
great  calamities,  we  must  now  examine  wherein 
the  danger  and  the  fraud  of  this  particular  form 
of  Credit  lie. 

171.  When  a  Bill  of  Exchange  is  given  in 
exchange  for  goods  actually  purchased  at  the 
time,  it  is  called  a  Real  Bill,  and  it  is  supposed 
by  many  writers,  and  even  by  many  commercial 
men,  that  there  is  something  essentially  safe  in  it, 
because,  as  the  goods  have  been  received  for  it, 
it  is  supposed  they  are  always  there  to  provide 
for  the  payment  of  it.  And  that  only  so  much 
Credit  is  created,  as  there  are  goods  to  redeem  it. 
Thus,  in  the  article  Credit^  in  the  Encychpadia 
Briiannica,  it  is  said, — '*  Every  sum  of  Credit, 
therefore,  must  be  founded  on  a  transfer  of  a  cor- 
responding sum  of  Capital,  and  the  whole  amount 
of  Credit  existing,  at  any  time,  can  never  exceed 
that  of  the  lent  Capital.** 

When  we  see  such  gross,  dense,  crassa  igno' 
rcmHa  in  a  publication  of  the  character  and  pre- 
tensions of  the  EncydopcBdia  Briiannica^  what 
are  we  to  expect  from  the  general  public  P 

172.  Leaving  out  of  consideration  at  present 
the  cases  where  Credit  is  created  without  the 
transfer  of  any  Capital  at  all,  it  is  manifest, 
from  the  description  of  the  system  of  Credit 
alreadv  given,  that  it  is  utterly  erroneous  to  say 
that  the  quantity  of  Credit  cannot  exceed  the 
quantity  of  Capital  lent.  A  Bill  of  Exchange,  it 
it  is  true,  only  arises  out  of  a  transfer  of  goods, 
but  then  a  fresh  bill  is  created  at  each  transfer. 
In  the  ordinary  course  of  business,  there  will 
always  be  in  general  at  least  twice  the  amount 
of  Bills  to  what  there  are  goods.  But  if  twenty 
transfers  took  place,  twenty  bills  would  be  created. 
If  goods  to  the  amount  of  £100  were  transferred 
twenty  times,  supposing  even  that  the  price  of  the 
goods  did  not  change,  which  it  most  assuredly 
would,  there  would  be  Credit  created  to  the 
amount  of  £2^000.  And  it  would  ouly  be  the 
last  holder  of  the  goods,  who  would  have  them, 
and  be  enabled  to  devote  the  proceeds  to  the 
payment  of  the  last  Bill  only.  The  remaining 
nineteen  Bills  must  manifestly  depend  upon  other 
sources  for  payment. 

173.  The  security,  therefore,  which  is  supposed 
to  reside  in  Real  Bills,  on  account  of  their  being 
founded  on  the  transfer  of  goods,  is  shewn  to  be 
to  a  great  extent  imaginary.  Let  us  suppose, 
however,  that  A  sees  that  a  profitable  operation 
may  he  done.  The  Bank  will  not,  as  traders  do, 
make  him  an  advance  on  his  own  name  alone. 
It  must  have  at  least  two  names.  A  therefore 
goes  to  B,  and  gets  him  to  join  him  as  security  to 
the  Bank,  on  engaging  to  find  the  funds  to  meet 
the  bill  when  due.  A  then  draws  a  bill  on  B, 
who  accepts  it  to  accommodate  A,  as  it  is  called, 
and  such  a  Bill  is  called  an  Accommodation 
Bia. 

The  Bill  thus  created  without  any  considera- 
tion, as  is  termed  in  legal  language,  or  in  common 
language,  without  any  transfer  of  goods,  may  be 
taken  to  a  Banker  to  be  discounted,  like  any  other 


Bill,  an  operation  may  be  performed,  and,  if  8uc«> 
cessful,  the  bill  may  be  paid  with  the  proceeds. 

174.  Stated,  therefore,  in  this  way,  there  is  no- 
thing more  objectionable  in  such  an  Accommoda- 
tion Bill  than  in  any  ordinary  Real  Bill.  The 
security  is  just  the  same  in  one  case  as  in  the 
other.  In  the  one  case  goods  have  been  purchased, 
which  will  pay  the  bill,  in  the  other  case  goods 
are  to  be  purchased,  whose  proceeds  are  to  pay 
the  bill.  In  fact,  we  may  say  that  all  commercial 
credit  is  of  this  nature,  because  a  credit  is  created 
to  purchase  the  goods  whose  proceeds  are  to  pay  it. 

175.  There  is  therefore  clearly  nothing  in  the 
nature  of  this  species  of  paper  worse  than  in  the 
other,  and  when  careMly  used,  nothing  more 
dangerous.  Cash  Credits,  which  have  been  one 
of  the  safest  and  most  profitable  parts  of  Scotch 
Banking,  and  have  done  so  much  for  the  country, 
are  all  of  this  nature.  They  were  created  with- 
out any  anterior  operation,  for  the  express  pur- 
pose of  stimulating  future  operations  out  of  which 
the  Credit  was  to  be  redeemed.  There  is  there- 
fore not  anything  more  criminal,  atrocious,  and 
vicious  in  the  one  system  rather  than  in  the 
other.  Or  if  there  be,  the  criminality  and  atro- 
city must  lie  in  the  difference  between  haoe  been 
and  is  to  be. 

176.  Nevertheless,  as  it  is  indubitably  certain 
that  most  of  these  terrible  commercial  crises  which 
have  so  frequently  convulsed  the  nation,  have 
sprung  out  of  this  species  of  paper,  it  does  merit 
a  very  considerable  portion  of  the  obloquy  and 
vituperation  heaped  upon  it.  It  is  therefore  now 
our  duty  to  investigate  the  method  in  which  it  is 
applied,  and  to  point  out  wherein  its  true  danger 
lies. 

177.  The  security  supposed  to  reside  in  Real 
Bills  as  such,  is,  as  we  have  seen,  exaggerated. 
But  there  is  at  least  this  in  them,  that  as  they 
only  arise  out  of  the  real  transfers  of  property, 
their  number  must  be  limited  by  the  nature  of 
things.  However  bad  and  worthless  they  may 
be  individually,  they  cannot  be  multiplied  beyond 
a  certain  extent.  There  is  therefore  a  limit  to 
the  calamities  they  cause.  But  we  shall  show 
that  with  Accommodation  Bills  the  limits  of  dis- 
aster are  immensely  and  indefinitely  extended, 
frequently  involving  in  utter  ruin  all  who  are 
brought  within  their  vortex. 

178.  We  shall  now  endeavour  to  explain  to  our 
readers  wherein  the  difference  between  real  and 
accommodation  papers  consists,  and  wherein  the 
teue  danger  lies. 

Let  us  suppose  that  a  manufacturer  or  whole- 
sale dealer  has  sold  goods  to  ten  customers,  and 
received  ten  bona  fide  trade  bills  for  them.  He 
then  discounts  these  ten  bills  with  his  banker. 
The  ten  acceptors  to  the  bills  having  received 
value  for  them,  they  are  the  principal  debtors  to 
the  Bank,  and  are  bound  to  meet  them  at  matu- 
rity, under  the  penalty  of  commercial  ruin.  The 
Bank,  however,  has  not  only  their  names  on 
the  bills,  but  also  that  of  its  own  customer,  as 
security.  It  moreover  generally  keeps  a  certain 
balance  of  its  customer  m  its  own  hands,  propor- 
tional to  the  amount  of  the  limit  of  discount 
allowed.  Now  even  under  the  best  circumstances, 
an  acceptor  may  fail  to  meet  his  bill.  Tbe^Bank 
then  immediately  debits  its  customer*s  account 
with  the  amount  of  the  bill,  and  gives  it  him  back. 
If  there  should  not  be  enough,  the  customer  is 
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called  upon  to  pay  op  the  difference.  If  the 
worst  comeB  to  the  worst,  and  its  cnstomer  fails, 
the  Bank  can  pursue  its  legal  remedy  against  the 
estates  of  both  the  parties  to  the  bill,  without  in 
any  way  affecting  the  position  of  the  remaining 
nine  acceptors,  who,  of  course,  are  still  bound  to 
meet  their  own  bills.  Even  supposing,  however, 
it  is  only  the  acceptor  who  faUs  to  meet  his  bill, 
the  Bank  would  not  probably  take  a  second  bill 
upon  him,  nor  would  a  dealer  sell  his  goods  again 
to  him  after  giving  him  the  annoyance  of  having 
to  take  np  his  bill. 

179.  In  the  case  of  accommodation  paper,  there 
are  very  material  differences.  To  the  eye  of  the 
banker 'there  is  no  visible  difference  between  real 
and  accommodation  bills.  They  are,  nevertheless, 
very  different,  and  it  is  in  these  differences  that 
the  danger  consists. 

In  accommodation  paper,  the  person  for  whose 
accommodation  the  drawing,  indorsing,  or  accept- 
ing is  done,  is  bound  to  provide  the  funds  to  meet 
the  bill,  or  to  indemnify  the  person  who  gives  his 
name.  In  the  most  usual  form  of  accommoda- 
tion paper,  that  of  an  acceptance,  the  acceptor  is 
a  mere  surety,  the  drawer  is  the  real  principal 
debtor. 

Now  suppose,  as  before,  that  A  gets  ten  of  his 
friends  to  accommodate  him  with  their  names, 
and  discounts  these  bills  at  his  bankers,  it  is  A*s 
duty  to  provide  funds  to  meet  every  one  of  these 
billB  at  maturity.  There  is  In  fact  only  one 
real  principal  debtor,  and  ten  sureties.  Now, 
these  ten  accommodation  acceptors  are  probably 
ignorant  of  each  other's  proceedings.  Tney  only 
give  their  names  on  the  express  understanding 
that  they  are  not  to  be  caUed  upon  to  meet  the 
bill.  And  accordingly  they  make  no  provision  to 
do  so.  If  any  one  of  them  is  called  upon  to 
meet  his  bill,  he  immediately  has  a  legal  remedy 
against  the  drawer.  In  the  case  of  real  bills, 
then,  the  bank  would  have  ten  persons,  who, 
would  each  take  care  to  be  in  a  position  to  meet 
his  own  engagement ;  in  the  case  of  accommoda- 
tion paper,  there  is  only  one  person  to  meet  the 
engagements  of  ten.  Furthermore,  if  one  of  ten 
real  acceptors  fails  in  his  engagement,  the  bank 
can  safely  press  the  drawer ;  but  if  the  drawer  of 
the  accommodation  bill  fails  to  meet  one  of  the 
ten  acceptances,  and  the  bank  suddenly  discovers 
that  it  is  an  accommodation  bill,  and  they  are 
under  large  advances  to  the  drawer,  they  dare 
not  for  their  own  safety  press  the  acceptor,  be- 
cause he  will  of  course  have  immediate  recourse 
against  his  debtor,  and  the  whole  fabric  will 
probably  tumble  down  like  a  house  of  cards. 
Hence  the  chances  of  disaster  are  much  greater 
when  there  is  only  one  person  to  meet  so  many 
engagements,  than  when  there  are  so  many,  each 
bound  to  meet  his  own. 

180.  We  see,  then,  that  the  real  danger  to  a 
bank  in  being  led  into  discounting  accommoda- 
tion paper  is,  that  the  position  of  principal  and 
surety  is  reversed.  They  are  deceived  as  to  who 
the  real  debtor  is,  and  who  the  real  principal  is, 
being  precisely  the  reverse  to  what  they  appear  to 
be,  which  makes  a  very  great  difference  in  the 
security  to  the  holder  of  the  bills.  To  advance 
money  by  way  of  cash  credit,  or  by  loan  with 
security,  is  quite  a  different  affair ;  because  the 
bank  then  knows  exactly  what  it  is  doing,  and  as 
«oon  as  anything  occurs  amiss    it  knows  the 


remedy  to  be  adopted.  Moreovffr,  it  never  per- 
mits the  advance  to  exceed  a  certain  definite 
limit,  but  it  never  can  teU  to  what  length  it  may 
be  inveigled  into  discounting  accommodatioa 
paper,  until  some  commercial  reverse  happens, 
when  it  may  discover  that  its  customer  has  been 
carrying  on  some  great  speculative  operation, 
with  capital  borrowed  from  it  alone. 

181.  Such  appears  to  us  to  be  the  true  explana- 
tion of  the  real  danger  of  accommodation  paper, 
and  which  was  given  in  our  Theory  and  Practice 
of  Banking,  Vol.  I.  243,  and  we  may  say  that  its 
correctness  has  received  the  sanction  of  the  high 
authority  of  Mr.  Commissioner  Holroyd,  who 
quoted  it  in  his  judgment  in  the  case  of  the  great 
leather  frauds,  Laurenee,  Mortimer^  and  Scknder, 
as  appears  in  the  Standard,  March  7, 1861. 

To  exhibit  to  our  readers  how  this  nefarioni 
system  is  carried  on,  it  will  be  advisable  to  give 
an  outline  of  this  celebrated  case. 

In  the  first  place,  in  order  to  explain  how  such 
things  are  possible,  we  may  perhaps  call  attention 
to  a  delusion  which  is  very  prevalent  among 
uninformed  writei's,  namely,  that  Bills  of  Ex- 
change are  paid  in  money.  It  is  true  that  Bills  of 
Exchange  must  always  be  expressed  to  be  pay- 
able in  money,  but,  as  the  reader  may  see  nnder 
the  article  Bajix,  very  few  bills  are  really  ever 
paid  in  money.  When  a  customer  has  a  banking 
account,  the  banker  discounts  his  bills  by  writing 
down  the  amount  to  his  credit,  and  this  credit  is 
called  a  Deposit.  The  customer  always  pays 
his  bills  by  drawing  upon  this  credit,  and  when 
it  gets  low,  the  usual  practice  is  for  him  to  dis- 
count a  fresh  batch  of  bills.  Thus,  in  ordinary 
times,  the  previous  debts  are  always  paid  by 
creating  new  debts.  No  doubt,  if  the  banker 
refuses  to  discount,  the  customer  must  meet  his 
bills  in  money,  but  then  no  trader  ever  expects  to 
do  so.  If  his  character  be  good,  he  counts  upon 
discounts  with  his  banker  almost  as  a  matter  of 
right,  and  therefore  to  call  upon  him  to  meet  his 
bills  in  money  may  oblige  him  to  sell  goods,  &c^ 
at  a  great  sacrifice,  or  may  cause  his  ruin. 

182.  However,  it  is  always  supposed  that  the 
bills  discounted  are  good  ones,  that  is,  they  ooold 
be  paid  in  money  if  required.  Thus  thoo^  in 
common  practice  very  few  bills  are  really  paid  in 
money,  it  is  manifest  that  the  whole  stability  of 
the  Bank  depends  upon  the  last  bills  discoonted 
being  good  ones. 

183.  Now  let  us  suppose  that  for  some  times 
customer  brings  good  bills  to  the  Bank,  and  ac- 
quires a  good  character,  and  Uius  throws  die 
banker  off  his  guard.  Meetins  some  temporary 
embarrassment,  perhaps,  he  is  in  dlfficidty  to 
meet  his  bills.  In  order  to  get  over  this  diffi- 
culty, perhaps,  he  goes  to  some  man  of  straw, 
and  perhaps  for  some  trifling  consideration  gets 
him  to  accept  a  bill,  without  having  any  property 
to  meet  it  He  then  takes  this  fraudulent  biU 
to  his  banker.  Thrown  off  his  guard,  perhaps,  by 
his  previous  regularity,  the  unsuspidons  banker 
buys  this  bill,  and  gives  him  a  deposit  for  it 
This  deposit  goes  to  pay  the  former  bills.  In  tiie 
mean  time  the  rotten  bill  is  falling  due  and  must 
be  met.  The  acceptor  has  manifestly  no  means 
to  meet  it,  and  the  only  way  to  do  so  is  to  create 
some  more  of  these  rotten  bills.  Now  the  drawer 
may  be  speculating  in  trade  and  losing  mcNMy 
every  day.    But  his  bills  must  be  met,  and  tiiere 
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is  no  other  way  of  doing  so  but  by  constantly 
creating  fresh  rotten  bills  to  meet  the  former  ones. 
By  this  means,  the  customer  may  extract  indefi- 
nite snms  of  money  from  his  banker,  and  give 
him  in  retnrn  so  many  pieces  of  paper  1  lifow, 
when  times  are  prosperous  and  discounts  are  low 
this  system  may  go  on  for  many  years.  But  at 
last  a  commercial  crisis  comes.  The  money  market 
becomes  '*  tight."  Bankers  not  only  raise  the  rate 
of  discount,  but  they  refuse  to  discount  so  freely 
as  formerly,  they  contract  their  issues.  All  these 
rotten  bills  are  in  the  Bank  and  must  be  met. 
But  if  the  bankers  refhse  to  discount  they  must 
be  met  with  money.  But  all  the  property  which 
the  conspirators  ever  had  may  have  been  lost 
twenty  times  over,  and  consequently  when  the 
crisis  comes  they  have  nothing  to  convert  into 
money!  Then  comes  the  crash  1  Directly  the 
banker  refuses  to  pay  his  customer's  bills  by 
means  of  his  own  money,  he  wakes  to  the  pleasant 
discovery  that  he  has  been  dancing  upon  nothing  I 
and  finds  that  he  has  been  paying  all  his  custom- 
ers* bills  for  many  years  with  his  own  monev  I 

184.  This  is  the  rationale  of  accommodation 
paper ;  and  here  we  see  how  entirely  it  differs 
from  real  paper.  Because  with  real  paper,  and 
bona  fide  customers,  though  losses  may  come,  still 
directly  the  loss  occurs,  there  is  an  end  of  it.  But 
with  accommodation  paper  the  prospect  of  a  loss 
is  the  very  cause  of  a  greater  one  being  made,  and 
so  perpetually  in  an  ever  widening  circle,  till  at 
last  the  canker  may  eat  into  his  assets  to  any 
amount  almost.  It  is  also  clear  that  if  a  man 
having  got  a  good  character  may  sometimes  do 
so  much  mischief  to  a  single  banker,  the  capacity 
for  mischief  is  vastly  increased,  if  from  a  high 
position,  and  old  standing,  he  is  able  to  discount 
with  several  banks.  For  he  is  then  able  to  dimi- 
nish greatly  the  chances  of  detection. 

185.  In  the  case  above  mentioned,  Laurence, 
Mortimer,  and  Co.  were  of  very  high  position, 
and  of  old  standing  in  the  commercial  world. 
They  were  leather  and  hide  factors,  and  the  house 
was  of  above  fift^  years*  standing.  They  bought 
hides  on  commission  for  tanners,  and  sold 
leatiier,  and  had  leather  consigned  to  them  for 
sale.  The  hides  were  paid  for  by  the  tanners* 
acceptances  of  the  fiEtctor*s  drafts  at  four  months. 
In  the  course  of  business,  they  got  connected  with 
a  considerable  number  of  houses  which  were  in  a 
state  of  insolvency.  To  support  these  houses, 
and  to  extend  their  own  operations,  they  entered 
into  an  enormous  system  of  accommodation  paper. 
They  were  in  the  habit  of  advancing  money  to 
their  customers  at  five  per  cent,  and  then  dis- 
counting these  bills  at  their  hauliers  at  three  per 
cent,  thus  making  two  per  cent,  by  the  transac- 
tion. When  their  customers  often  lost  the  money, 
their  bills  were  renewed,  or  new  ones  created  of 
arbitrary  amounts  to  conceal  the  loss.  The  house 
had  an  agency  in  Liverpool,  which  pursued  exactly 
the  same  course.  They  set  up  people  ostensibly 
in  bnsiness  for  the  purpose  oi  drawing  on  them. 
And  these  "dummies**  drew  upon  the  house, 
and  these  cross  acceptances  were  afioat  to  a  large 
amount.  This  will  be  sufScient  to  give  an  idea 
of  this  complicated  network  of  cross  transactions 
between  the  house  and  its  satellites.  In  the  mean 
time,  heavy  losses  were  sustained  in  their  trade 
transactions,  which  were  in  fact  extracted  out  of 
the  bankers  by  the  fraudulent  concoction  of  bills 


among  the  losers.  The  high  standing  of  the 
house  enabled  them  to  entangle  no  less  than 
twenty-nine  banks  and  discount  houses  in  their 
meshes.  At  the  time  of  the  stoppage,  the  London 
houses  had  liabilities  of  £820,000,  of  which 
£620,000  consisted  of  these  fraudulent  bills.  The 
Liverpool  houses  had  liabilities  of  £158,750,  out 
of  which  £130,000  were  fraudulent.  Such  is  one 
example  of  the  mischief  worked  by  this  ne- 
farious system. 

186.  A  still  more  terrible  example  is  the  case 
of  the  Western  Bank  of  Scotland,  which  is  fully 
detailed  under  Bahking  in  Scotland,  |  310-^28, 
which  was  in  great  part  caused  by  the  fraudulent 
proceedings  of  four  houses.  The  cases  there 
detaUed,  show  to  what  a  ggantic  length  these 
proceedings  were  carried.  The  Macdonalds  had 
Dills  discounted  to  the  amount  of  £408,716, 
drawn  upon  124  acceptors,  of  whom  at  least 
70  were  men  of  straw,  who  made  it  a  regular 
trade  to  accept  bills  for  a  small  commission! 
In  fact,  they  kept  an  agent  in  London  for  the 
express  purpose  of  procuring  accommodation  ac- 
ceptances. 

187.  From  these  accommodation  bills  to  forged 
bills  there  is  bat  one  step.  It  is  but  a  thin  line 
of  division  between  drawing  upon  a  man  who  is 
notoriously  utterly  unable  to  pay,  and  drawing 
upon  a  person  who  does  not  exist  at  all,  or 
forging  an  acceptance.  In  practical  morality  and 
in  its  practical  effects  there  is  none.  Traders 
sometimes  do  not  even  take  the  trouble  to  get  a 
beggar  to  write  his  name  on  their  bills,  but  they 
invent  one.  The  case  of  traders  dealing  with  a 
number  of  small  country  connections  affords 
facilities  for  such  practices.  They  begin  by 
establishing  a  good  character  for  their  bills. 
Their  business  gradually  increases.  Their  con- 
nections gradually  extend  all  over  the  kingdom. 
The  banker,  satisfied  with  the  regularity  of  the 
account,  cannot  take  the  trouble  of  sending  down 
to  inquire  as  to  the  acceptor  of  every  bill.  The 
circle  gradually  enlarges,  until  some  fine  morning 
the  whole  affair  blows  up.  The  ingenuity  some- 
times exercised  by  traders  in  carrying  out  such  a 
system  is  absolutely  marvellous. 

188.  It  is  in  times  of  speculation  in  great  com- 
modities that  accommodation  paper  is  particularly 
rife.  In  a  great  failure  of  the  harvest  when  large 
importations  are  requured,  and  it  is  expected  tluit 
prices  will  rise  very  high,  every  corn  merchant 
wants  to  be  able  to  purchase  as  much  as  possible. 
But  if  no  sales  have  taken  place  there  can  be  no 
real  trade  bills.  They  therefore  proceed  to  ma^ 
nufacture  them  in  order  to  extract  funds  from 
bankers  to  speculate  with.  No  banker  in  his 
senses  would  actually  advance  m<Hiey  for  them  to 
speculate  with,  with  his  eyes  open.  Nevertheless, 
they  must  have  the  funds  from  the  bankers, 
and  this  they  do  by  means  of  cross  acceptances, 
which  they  go  and  discount  with  their  bankers. 
They  then,  perhaps,  buy  a  certain  amount  of  com 
or  any  other  ^oods,  and  many  bankers  will  dis- 
count their  bills,  with  the  collateral  security  of 
the  bill  of  lading.  And  this  they  may  repeat 
many  times  over,  till  the  quantity  of  Credit  cre- 
ated is  something  astonishing.  In  the  Crimean 
war  there  was  a  great  demand  for  shipping,  and 
there  was  an  enormous  amount  of  accommodation 
blUs  manufactured  by  the  Liverpool  shipowners 
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and  discounted  all  over  the  kingdom.  The  results 
were  irlghtfally  disastroos. 

189.  The  insunnoantable  objection,  therefore, 
to  this  species  of  paper,  is  the  dangerous  and 
boundless  facility  it  affords  for  raising  monej  for 
speculative  purposes.  And  there  is  much  reason 
to  fear  that  this  pernicious  system  prevails  to  a 
much  greater  extent  than  is  generally  supposed. 
The  legislature  has  imposed  bounds  upon  the 
issues  of  notes  by  banks,  but  there  is  much 
greater  reason  that  some  attempt  should  be  made 
to  curb  the  extravagant  magnitude  to  which  this 
detestable  practice  has  been  developed.  The 
Bank  of  England  is  strictlv  forbidden  to  issue  a 
single  j£5  note  of  accommodation  paper,  and  is  it 
to  be  tolerated  that  anv  set  of  adventurers  may 
set  afloat  many  hundred  thousand  pounds  worth 
of  their  accommodation  paper  ? 

190.  To  deal,  however,  legislatively,  with  ficti- 
tious paper  is  the  most  perplexing  commercial 

Sroblem  of  the  day.  The  difficulty  consists  in 
etermining  what  is  really  an  accommodation  bill. 
An  accommodation  bill  is  defined  to  be  a  bUl  to 
which  the  acceptor,  drawer,  or  Indoi'ser,  as  the 
ease  may  be,  has  put  his  name,  vniOuout  considera' 
HoHy  for  the  purpose  of  benefiting,  or  accommo- 
dating some  other  party,  who  is  to  provide  for 
the  bill  when  due.  But  the  whole  difficulty  turns 
upon  the  consideraHon,  The  consideration  may 
be  of  many  sorts,  and  does  not  by  any  means 
denote  a  sale  of  goods  at  the  time.  Moreover,  a 
,bill  may  be  an  accommodation  bill  at  its  creation, 
but  if  any  consideration  be  gi vent  during  the 
period  of  its  currency,  it  ceases  to  be  an  accom- 
modation bill. 

191.  Moreover,  the  consideration  may  be  of 
many  sorts.  If  A  draws  a  bill  upon  B  who  ac- 
cepts it  for  A*s  accommodation  for  the  express 
purpose  of  euabling  him  to  go  to  a  Bank  and  get 
money  for  it,  that  is  a  pure  accommodation  bill, 
and  manifestly  fraudulent.  But  if  B  draws  an 
exactly  similar  bill  at  the  same  time  on  A,  and 
A  accepts  it  for  the  accommodation  of  B,  then 
neither  of  the  bills  are  accommodation  bills. 

To  an  unlearned  reader,  this  may  seem  mon- 
strous doctrine.  It  is,  nevertheless,  firmly  esta- 
blished law.  In  the  case  of  Rol/e  v.  Caslon 
(2  H.  Blackstone,  p.  571),  A  and  B  being 
desirous  to  accommodate  each  other,  each  drew 
a  bill  upon  the  other,  and  accepted  one  in  return, 
the  two  bills  being  precisely  alike,  in  the  date, 
sum  of  money,  and  times  of  payment.  Neither 
party  having  any  effects  of  the  other  in  his  hand. 
The  court  were  clearly  of  opinion  that  the  two 
bills  were  mutual  engagements,  constituting  on 
each  part  a  debt,  the  one  being  a  consideration 
of  the  other.  This  doctrine  was  repeated  and 
confirmed  in  the  case  of  Cowley  v.  Dunlop  (7 
T.  R.  565),  in  which  Grose,  J.,  said  the  instant 
the  bills  were  exchanged,  each  was  indebted  to 
the  other,  in  the  sum  which  was  the  amount  of 
their  respective  acceptances,  for  the  counter 
acceptances  were  a  good  consideration  to  found  a 
debt  upon  either  side  respectively.  In  the  case 
of  a  single  accommodation  acceptance,  said  the 
learned  judge,  there  is  no  debt  to  the  acceptor; 
the  debt  accrues  only  by  payment  of  the  money. 
The  acceptor,  qua  accej>torj  can  never  be  a 
creditor;  his  acceptance  imports  the  admission 
of  a  debt  from  him  to  another,  and  when  he  has 
paid  an  acceptor,  if  ho  paid  for  any  other  person 


in  consequence  of  any  request  from  that  other  he 
becomes  a  creditor,  not  on  the  fiice  of  Che  bill,  but 
by  a  contract  collateral  to  the  bill.  When  two 
persons  exchange  acceptances,  each  becomes  the 
debtor  of  the  otiier  upon  his  accepted  bills.  But 
when  a  man  accepts  without  consideration  be  is 
never  a  creditor  of  the  person  for  whom  he 
accepts  till  he  pays;  from  that  payment  arises 
the  debt;  but  when  the  acceptance  was  ex- 
changed, the  debt  arises  from  these  acceptances. 
This  doctrine  was  repeated  and  confirmed  in  the 
cases  of  Rose  v.  Sims  (1  B.  &  Ad.  521),  and 
Buckier  v.  Bultivant  (3  East.  72),<when  it  was 
adopted  by  the  whole  Court  of  King's  Bench. 

192.  This  doctrine  shews  how  utterly  hopeless 
it  is  to  deal  legislatively  with  accommodation 
paper.  At  least  they  must  be  very  poor  rogues 
indeed  who  cannot  manufacture  any  amount  of 
real  bond  fide  bills  they  please.  Two  raga- 
muffins, who  neither  possess  one  sixpence  in  the 
world,  have  only  to  get  a  quire  of  paper — if  they 
can  pay  for  it.  One  engages  to  pay  j£  1,000  to 
the  order  of  the  other.  That  would  be  an  ac- 
commodation bill.  But  the  second  then  engages 
to  pay  £1,000  at  the  order  of  the  first.  These 
are  no  longer  accommodation  bills !  Bat  given 
for  a  consideration.  If  two  such  bUls  are  good, 
then  two  thousand,  or  any  larger  number,  are 
equally  good.  We  suspect  that  Bankers  would 
look  askance  at  such  paper.  Bat  Westminster 
Hall  declares  them  all  to  be  good  hand  fide  bills, 
given  for  a  good  consideration, 

193.  That  such  is  the  well  settled  doctrine  of 
Westminster  Hall  is  beyond  dispute.  And  per- 
haps it  may  ill  become  us  to  offer  any  suggestions 
on  what  has  received  the  sanction  of  the  Courts 
for  so  long  a  time.  Nevertheless  at  the  hazard  of 
being  thought  presumptuous,  we  may  make  a  few 
remarks.  When  we  search  for  the  foundation  of 
the  doctrine,  we  find  it  to  be  this. — ^That  by 
giving  their  cross  acceptances  the  parties  become 
indebted  to  each  other.  That  by  these  cross 
accepUnces  mutual  debts  are  created.  But  is 
this  doctrine  quite  impeccable  P  It  is  admitted 
that  when  B  accepts  a  pure  accommodation  bill 
for  A,  no  debt  is  created.  It  is  nothing  what- 
ever but  a  piece  of  waste  paper  between  the 
parties.  Of  course  a  similar  bill  upon  A  would 
be  an  absolute  nothing  as  well.  Now  the  question 
is  this.— It  being  admitted  that  these  two  bills 
separately  are  absolute  nothings,  how  can  it  be 
that  when  created  together  they  spring  into 
existence  as  Debts?  A  debt  being  as  we  know 
valuable  property.  It  is  a  doctrine  very  hard  to 
understand. 

194.  In  a  real  bill  the  drawer  may  of  course 
sue  the  acceptor.  But  in  an  accommodation  bill 
he  cannot.  Suppose  A  draws  a  pure  accommoda- 
tion bill  on  B,  for  £100  at  three  months.  Then' 
of  course  he  cannot  sue  him  on  it.  But  suppose 
one  mouth  after  the  first  bill,  B  draws  a  bill  of 
£100  at  six  months  on  A,  without  any  considera- 
tion whatever  but  his  previous  acceptance.  Then 
according  to  the  doctrine  stated  above,  tiie  first 
bill  which  we  may  suppose  never  to  have  quitted 
the  drawees  possession,  immediately  becomes  a 
real  bill,  and  A  may  sue  B  if  his  acceptance  be 
unpaid.  Did  such  a  case  as  this  ever  occur  ? 
And  could  A  recover  under  such  circumstances  f 
And  yet  that  is  the  consequence  that  must 
necessarUy  follow,  if  it  be  true    that    mutual 
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ftcoommodation   acceptances   conatitnte   mutual 
debts  between  the  parties. 

195.  We  venture  with  the  greatest  deference 
to  think  that  a  fallacy  lurks  at  the  bottom  of  the 
doctrine.  An  accommodation  acceptance  in  the 
hands  of  the  drawer  is  simply  nil.  Directly  he 
passes  it  away,  it  becomes  in  effect,  the  joint 
promissory  note  of  the  two  parties.  The  accep- 
tor cannot  incur  a  liability  without  the  drawer 
at  the  same  time  incurring  an  equal  one.  To 
suppose  that  one  joint  promissory  note  of  two 
parties  should  be  a  considerationy  for  a  second 
promissory  note  of  the  same  parties  seems  a  very 
strange  idea.  When  a  man  is  already  a  coobli- 
gant  as  drawer  on  a  bill,  to  suppose  he  can  make 
that  bill  a  good  consideration  for  becoming 
coobligant  as  acceptor  on  another  bill  with  the 
same  person,  seems  a  most  unaccountable 
doctrine.  To  suppose  that  a  man  can  make  a 
liability  he  has  already  incurred,  a  consideration 
for  incurring  another  seems  most  extraordinary. 

196.  A  consideration  in  commerce  means 
something  eziemaL  It  is  a  securitu  for  incurring 
a  debt.  If  I  buy  another  man*s  aebt,  that  is  a 
consideration  or  security  for  creatine  one  of  my 
own.  If  the  Government  has  created  a  debt,  as 
the  public  funds,  or  Exchequer  bills,  that  may  be 
a  good  consideration,  or  security,  for  the  Bank  of 
England .  to  create  notes  in  exchange.  So  a 
banker  creates  a  debt,  either  by  notes,  or  a 
deposit,  in  exchange  for  the  bills  of  his  customer. 
In  these  cases  there  is  an  exchange  of  indepen- 
dent securities.  Neither  party  are  coobligants, 
or  liable  with  the  other.  But  how  can  a  liability 
a  man  has  already  incurred  be  a  consideration  or 
security  for  incurring  a  second  one  ?  Suppose  a 
bank  issues  £10,000  in  notes.  Is  the  previous 
issue  to  be  a  security  for  issumg  a  second  amount  P 
If  this  be  a  good  consideration  or  security,  then 
indeed  the  philosopher*s  stone  is  at  last  discovered ! 
There  is  no  need  to  cross  half  the  globe  in  search 
of  an  £1  Dorado.  All  the  treasures  of  Califomia 
and  Australia  are  dust  in  the  balance  compared 
to  this.  Only  let  two  men  provide  themselves 
with  a  slip  of  paper,  and  shut  themselves  up  in  a 
room,  and  in  the  twinkling  of  an  eye  they  can 
make  themselves  richer  than  ever  Solomon  was. 

197.  If  it  were  possible  for  each  party  to  incur 
a  liability  on  account  of  the  other,  separately, 
and  without  himself  being  also  bound,  it  might 
alter  the  case.  But  in  accommodation  paper, 
neither  party  incurs  an  obligation  without  the 
other  being  also  equally  liable.  A  second  bill  is, 
therefore,  nothing  more  than  a  dilatation  of  the 
first  bubble ;  and  to  suppose  that  it  can  be  a  con- 
sideration— a  security  for  the  first  bubble— to 
swell  it  to  twice  its  previous  dimensions,  is  con- 
trary to  the  usual  experience  of  bubbles. 

198.  We  have  felt  bound  to  lay  these  observa- 
tions before  our  readers.  As  we  have  already 
warned  them  that  they  are  contrary  to  the  esta- 
blished doctrine  of  Westminster  Hall,  they  must, 
of  course,  be  held  to  be  falhicious ;  at  least,  the 
probabilities  of  their  being  so  are  very  great  in- 
deed. But  it  may,  perhaps,  exercise  the  inge- 
nuity of  oor  readers  to  point  out  their  fallacy. 
At  all  events,  what  we  have  said,  right  or  wrong, 
may  serve  to  ^tl  the  attention  of  our  readers 
upon  the  doctrine  under  discussion;  because, 
however  it  may  be  regarded,  it  is  one  of  the  ex- 
tremest  subtlety.    It  is  one  which  sanctions  a 


practice  which,  without  its  sanction,  would  appear 
to  any  plain  person  to  be  a  gross  fraud ;  and  it 
is  this  practice  which  has  caused  incalculable  dis- 
asters in  commerce,  and,  while  it  i&  held  to  be 
good,  entirely  precludes  the  possibility  of  dealing 
legislatively  with  so  great  a  curse. 

On  the  Transformation  of  Temporary  Credit 
into  Permanent  Capital, 

199.  We  have  already  seen  that  in  commerce 
the  Release  of  a  Debt  is  in  all  cases  whatever 
absolutely  equivalent  to  the  Payment  of  Money  ; 
in  strict  accordance  with  the  Algebraical  doctrine 
that  —  X  —  is  in  all  cases  whatever  absolutely 
equivalent  to  -I-  X  +.  Thus,  as  Diopbantus 
said  1,400  years  ago : — Aei^iQ  evl  \u\lfir 
iroXKajrXaaiaaBeiaa  touI  vrrap^iv. 

Defect  multiplied  into  defect  gives  existence — 
which,  in  Commercial  Algebra,  means  simply  this, 
that  the  Rblbase  of  a  Debt  is  Auombntatiom 
of  Capitai.. 

We  shall  now  give  some  examples  of  this, 
which  will  probably  startle  some  of  our  readers. 

200.  Wheu  it  is  published  to  the  world  that 
the  Bank  of  Ensland  has  a  paid  up  capital  of 
£14,000,000,  and  that  the  various  joint  stock 
banks  of  London  have  paid-up  capitals  of  this 
magnitude— 

London  and  Westminster £I,000»000 

Union  Bank  720,000 

Joint  Stock  Bank 600.000 

London  and  County  Bank 600,000 

Does  not  the  whole  world,  except  those  very 
few  who  are  conversant  with  the  mechanism  of 
banking,  believe  that  the  Bank  of  England,  and 
the  joint  stock  banks,  have  these  sums  of  capital 
paid  up  in  hard  Monbt  F 

201.  What  will  they  say  when  they  leam'that 
this  idea  is  pure  moonshine  I  These  banks  never 
had  anything  like  that  sum  paid  up  in  actual 
money  at  all.  Of  course  it  is  utterly  impossible 
to  tell  how  much  was  ever  paid  in  money,  but 
this  we  are  quite  safe  in  saying,  that  not  the  third 
part  of  these  sums  was  ever  paid  up  in  money. 
At  least  two-thirds,  probably  more,  of  these 
gigantic  sums  of  paid  up  capital  are  nothing 
more  than  the  Banhs*  own  Cbbdit  turned  into 
Capitai.  I 

202.  In  order  to  see  how  this  was  done,  the 
reader  has  only  to  turn  to  Bah  kino  in  Enoulnd, 
§  81, 82,  where  the  mode  of  increasing  the  capital 
of  the  Bank  in  1697  is  described.  The  Bank  was 
founded  by  means  of  the  payment  in  numey  of 
£  1 ,200,000.  It  afterwards,  in  the  course  of  busi- 
ness, issued  notes  to  a  considerable  amount. 
Now,  these  notes  were  Dbbts,  or  Nboativb 
Qo  ANTiTiBS,  as  we  have  seen  before.  The  Bank, 
therefore,  by  issuing  these  notes,  had  put  itself 
into  a  negative  position.  After  it  stopped  pay- 
ment, these  notes  fell  to  a  heavy  discount,  in 
1697,  it  was  determined  to  incriease  the  capital  of 
the  Bank,  and  this  was  done  by  receiving 
£800,000  of  Exchequer  taUies,  and  £200,000 
of  iu  own  Depreciated  Notes.  These  depreciated 
notes  were  received  at  their  full  value  as  cash. 
And  thus  we  see  at  once  that  at  the  first  Augmen- 
tatitm  of  Capital  £200,000  consisted  of  its'  own 
Depredated  Notes— or  CREDIT. 

208.  An  exactly  similar  proceeding  is  described 
in  Banking  in  Scotland,  §  288.  In  1727,  the 
Bank  of  Scotland  increased  its  capital    The  call 
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was  paid  np  partly  in  the  Bank^s  own  note*.  An 
outcry  was  made  against  this,  bat  the  directors 
justly  answered,  ^'  But  the  objectors  do  not  at  all 
consider  this  point.  For  the  payments  are  many 
of  them  made  in  specie,  and  bank  notes  are  justly 
reckoned  the  same  as  specie^  when  paid  in  on  a  call 
of  stock,  because  when  paid  in,  it  LESSENS  THE 
DEMAND  on  the  Bank.** 

Here  we  see  that  the  Directors  clearly  under- 
stood that  the  Release  of  a  Debt  is  in  all  respects 
equivalent  to  the  Payment  of  Money,  The  banks 
had  issued  their  own  notes,  on  the  discount  of 
bills,  or  on  the  receipt  of  money.  For  whatever 
reason  they  were  issued,  they  were  debts,  or  nega- 
tive quantities,  and  the  bank  was  in  debt,  or  in  a 
negative  position,  in  regard  to  the  holders  of  them. 
When  the  call  was  made,  the  subscribers  might 
either  pay  in  money,  which  would  have  been 
-f  X  +,  or  in  the  bank's  own  notes ;  that  is,  they 
released  it  from  a  debt  due  by  it  to  them,  which 
was  —  X  — .  And  we  see  plainly  that  the  two 
operations  were  absolutely  equivalent.  At  every 
further  increase  of  capital,  the  very  same  opera- 
tion would  be  repeated,  payment  in  money  and 
in  the  bank's  own  notes  would  always  be  treated 
as  exactly  equivalent;  and  hence  we  see  that 
at  every  fresh  increase  of  capital  a  certain  quan- 
tity of  the  bank's  own  Temporary  Credit  would 
be  turned  into  Permanent  Capital, 

204.  Thus  we  see  that  for  1,400  years  Alge- 
braists had  adopted  the  empirical  rule  that 
—  X  —  gives  +1  And  the  real  explanation  has 
only  been  given  within  very  recent  times  indeed. 
For  150  years  merchants  have  been  acting  on  the 
principle  that  the  Releiue  of  a  Debt  is  in  all 
respects  equivalent  to  the  Payment  of  Money ; 
and,  in  fact,  owing  to  the  immense  development 
of  credit,  or  debts,  or  negative  quantities,  in  mo- 
dern commerce,  the  immense  majority  of  payments 
are  made  in  this  way.  And  it  is  left  to  the  year 
1862  to  show  that  tiiis  latter  operation  is  only  one 
example  of  the  great  general  Algebraical  law ! 

205.  Such  are  the  methods  by  which  the  Capi- 
tal of  a  Joint  Stock  Bank,  which  issues  notes, 
may  be  increased.  It  might  be  thought,  perhaps, 
that  it  is  only  Banks  which  issue  notes  that  can 
thus  turn  their  Credit  into  Capital.  But  that  is 
a  complete  error.  We  have  seen  in  the  article 
Bank,  that  the  very  essence  of  Banking  consists 
in  making  advances  by  creating  debts,  either  in 
the  form  of  bank-notes,  or  in  credits,  named 
Dbposits.  Thus  all  the  Joint  Stock  Banks  of 
London,  other  than  the  Bank  of  England,  do 
business  exclusively  by  creating  Deposits.  Now 
suppose  a  customer  of  one  of  these  Banks  has  a 
Balance,  or  Deposit,  on  his  account.  The  Bank 
determines  to  increase  its  Capital,  and  the  custo- 
mer wishes  to  ti^e  part  of  the  Stock.  He  may 
either  pay  in  money,  or  he  may  give  the  Bank  a 
Cheque  on  his  account.  This  is  exactly  the 
same  thing  as  paying  the  Bank  in  its  own  notes. 
It  is  the  Release  of  a  Debt  Supposing  he  has 
not  enough  on  his  account  to  pay  for  the  stock  he 
wishes  to  purchase,  he  may  bring  the  bank  bills 
to  discount.  The  Bank  discountB  these  bills,  or 
buys  these  debts,  by  creating  another  debt,  in  the 
shape  of  a  Credit,  or  Deposit,  on  the  customer's 
account,  which  is  a  Negative  Quantity,  exactly 
equivalent  to  a  Bank  Note.  The  customer  then 
ffives  the  Bank  a  cheque  on  his  account,  that  is, 
he  releases  it  f]*om  the  debt  it  has  just  created  in  i 


his  tKvor.  And  ffkat  Debt  released  Aem  heeomes 
AuoMBirTATiON  of  Capitai..  That  is,  as  belbre, 
—  X  —  gives  -f . 

206.  It  is  true  that  this  method  cmanot  be 
adopted  to  so  great  an  extent  by  the  public  wlien 
the  Bank  does  not  issue  notes.  Because  the 
general  public  would  not  have  any  claima  against 
tiie  Bank,  but  only  its  own  customers,  and  tfaoae 
who  might  happen  to  have  cheques  given  to  tbem 
by  them.  But  this  is  the  way  in  which  the 
Capital  of  all  Joint  Stock  Banks  is  increased, 
and  it  may  go  on  to  any  extent  withont  any  pay- 
ment in  money. 

207.  In  a  precisely  similar  way,  when  great 
public  loans  are  contracted  for,  a  very  Uurge  pcH*- 
tion  of  them  is  always  created  by  means  of  Credit. 
The  customers  of  a  bank  wish  to  subscribe  to  a 
loan.  They  bring  it  a  batch  of  bills  to  discount. 
They  draw  cheques  against  the  dq)osits  crei^cd 
on  the  discount  of  these  bills.  These  cheques 
may  be  paid  into  the  credit  of  the  great  con- 
tractors at  their  bankers,  and  transferred  an 
indefinite  number  of  times  without  ever  being 
required  to  be  discharged  in  money,  they  may, 
in  fact,  be  discharged  by  being  cancelled  against 
other  Credits. 

On  the  ExUnction  of  CrediL 

208.  In  the  preceding  sections  we  have  exam- 
ined the  various  operations  out  of  which  credit 
is  generated,  and  the  transcendent  functions  it 
performs  in  production — it  being,  in  fact,  the 
grand  productive,  or  circulating  power  of  modem 
times.  We  have  now  to  consider  the  various 
modes  in  which  it  is  extinguished.  Because  it  is 
by  its  very  nature,  and  as  appears  by  its  veiy 
name,  transitory,  and  is  created  always  with 
the  express  purpose  of  being  destroyed.  It  is 
when  it  cannot  be  destroyed  that  it  produces 
such  dire  effects.  It  is  Unextikquishbd  Cbju>it 
which  produces  those  terrible  monetary  cata- 
clysms, which  shake  nations  to  their  foundations, 
scattering  ruin  and  misery  among  societies.  The 
inability  of  credit  shops  to  extinguish  the  credit 
they  have  created,  commonly  called  the  failnres  of 
banks,  are,  perhaps,  among  the  most  terrible  social 
calamities  of  modem  times. 

209.  We  have  seen  that  in  commerce  bills  are 
created  by  the  transfers  of  commodities,  a  fresh 
one  being  created  at  each  transfer.  And  this 
debt  becomes  itself  a  transferable  commodity,  and 
is  capable  of  circulating  an  indefinite  number  of 
times,  like  money.  This  debt,  or  promise  to  pay, 
might  be  made  payable  in  anything  the  parties 
pleased-— coin,  wine,  oil,  &c.,  &c. — and  in  some 
countries  is  so.  But  in  this  country,  instruments 
of  credit  are  always  expressed  to  be  payable  in 
money.  But  we  have  already  seen  that  a  debt  is 
only  a  lower  form  of  money,  and  hence  there  are 
four  different  ways  in  which  credit  may  be  ex- 
tinguished. 

1.  By  Payment  in  Money, 

2    By  Exchanging  one  Debt  for  another. 

3.  By  the  Creation  of  fresh  Debt  to  discharge 
the  old, 

4.  Where  parties  are  mutually  indebted  to  each 
other,  each  being  Creditor  of  and  each  Debtor  to, 
the  other,  they  may  make  a  Mutual  Hfilease  qf  Debts, 

The  different  proportions  in  which  these  various 
methods  are  employed  to  extinguish  credit».have 
very  great  effect  in  determining  what  quantity 
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of  specie  is  required  to  carry  on  the  commerce  of 
aconntry. 

210.  Before  the  CBtablishment  of  banks,  credit 
conld  only  in  general  be  extinguished  by  payment 
in  money,  fiut  of  course  the  same  quantity  of 
money  would  extinguish  an  infinite  series  of  bills ; 
in  fact,  it  is  always  by  the  drctdation  of  money 
that  bills  are  extinguished.  Bills  are  always 
generated  by  the  circulation  of  commodities,  and 
always  extinguished  by  the  circulation  of  money. 
Each  manufacture,  or  merchant,  would  sell  to 
a  number  of  wholesale  dealers,  who  would  each 
buy  from  a  number  of  manufacturers  or  mer- 
chants. They  would  then  each  sell  to  a  number 
of  retail  dealers,  who  would  each  sell  to  a  number 
of  customers,  or  consumers.  Many  of  these  cus- 
tomers would  pay  in  ready  money,  or  at  least 
they  must  all  do  so  ultimately,  so  that  the  retail 
dealers  would  always  have  a  constant  stream  of 
ready  money  coming  in  to  dischiurge  their  bills, 
as  they  fell  due  in  succession. 

Now,  as  each  wholesale  dealer  sells  to  a  number 
of  retail  dealers,  who  would  always  have  a  stream 
of  ready  money  coming  in  to  pay  their  bills,  each 
wholesale  dealer  would  always  have  a  stream  of 
ready  money  coming  in  from  many  sources,  to 
enable  him  to  discharge  his  yarions  bills  to  the 
merchants  and  manufacturers.  In  a  similar 
manner,  the  merchants  and  manufacturers  would 
always  have  a  stream  of  money  coming  in  from  a 
multitude  of  sources  to  discharge  their  bills  to 
foreigners  and  producers  of  raw  materials.  But 
of  course  each  of  them  would  spend  a  certain 
portion  of  their  profits  as  revenue,  that  is,  they 
would  be  customers  of  the  retail  dealers.  And 
consequently,  by  these  means,  the  identical  pieces 
of  money  would  perform  a  perpetual  circulation 
among  the  various  classes  of  society.  Each  per- 
son collecting  a  multitude  of  little  sums  into  one 
reservoir,  as  it  were,  and  then  discharging  the 
aggregate  so  collected  into  a  multitude  of  other 
channels.    And  bo  on  ad  infinUunu 

211.  Now,  the  least  consideration  will  show 
that  the  quantity  of  money  being  exactly  the 
same,  its  circulation  may  be  extremely  languid, 
moderately  rapid,  or  extremely  rapid.  And  as 
in  commerce,  assumed  to  be  sound,  profits  arise 
out  of  exchanges,  it  is  clear  that  within  certain 
limits  the  greater  the  profits  will  be,  according  as 
the  circulation  of  money  is  more  rapid.  Moreover, 
we  see  this,  that  the  quantity  of  credit  generated 
does  not  depend  simply  on  the  quantity  of  money, 
but  on  its  quantity  multiplied  into  the  velocity  of 
its  circulation. 

212.  We  thus  see  how  the  fundamental  distinc- 
tion between  bills  of  ladm^  and  bills  of  ex- 
change is  Illustrated,  which  is  at  the  root  of  the 
currency  question.  The  bill  of  lading  is  not 
generated  by  the  transfer  of  the  Property  of  the 
goods,  but  only  by  a  transfer  of  Possession ;  and 
when  the  possession  is  given  up,  the  bill  of  lading 
is  cancelled.  Thus  the  bill  of  lading  is  only  ex- 
tinguished by  the  delivery  of  the  very  goods  it  re- 
presents. Bntbillsofexchangeare  generated  by  the 
transfer  of  the  property  of  goods,  and  are  abso- 
lutely severed  from  them,  and  circulate  indepen- 
dently in  commerce,  and  are  exchangeable  for 
money  at  a  given  time.  Bills  of  Lading  can 
never  exceed  in  quantity  the  goods  th^  repre- 
sent; instruments  of  Credit  cannot  exceed  the 
Quantity  of  the  Circulation  of  Money.     Be  the 


circulation  of  goods  fast  or  slow,  the  quantity  of 
bills  of  lading  cannot  vary,  but  the  quantity  of 
credit  varies  with  the  circulation  of  money,  so 
that  if  the  circulation  be  increased  tenfold,  credit 
may  always  be,  and  is  almost  necessarily  in- 
creased tenfold. 

213.  The  preceding  considerations  show  that 
Credit  is  limited  by  the  Circulation  of  Money. 
It  is  clear,  therefore,  that  if  some  substitute  for 
money  be  invented,  or  if  by  improved  methods  a 
less  quantity  of  Money  can  do  the  same  duty  as 
a  greater  quantity,  the  limite  of  Credit  may  be 
proportionably  extended.  And  new  methods  of 
extm^ishing  credit  would  come  into  existence. 
This  IS  done  to  an  enormous  extent  by  the  insti- 
tution of  Banks.  We  have  fully  described  under 
the  articles  Bahk  and  Cisakiho  Housn  how 
debts  are  extinguished  by  the  creation  of  new 
debts,  and  partiy  by  the  exchange,  or  cancelment, 
of  debts  by  the  Bankers  inter  se.  The  extension 
of  business  by  the  means  of  erecting  a  vast 
superstructure  of  credit  upon  a  basis  of  bullion 
is  something  almost  incredible.  It  is  probably 
quite  safe  to  say  that  not  Ave  per  cent,  of  com- 
mercial transactions  are  ever  settled  in  money. 
Such  is  the  proportion  of  Dehts^  or  N^alive 
Quantities,  to  Money  in  Commerce. 

On  the  Limits  of  Credit. 

214.  In  the  preceding  sections  we  have  en- 
deavoured to  lay  before  our  readers  an  exposition 
of  the  actual  mechanism  of  the  system  of  Credit, 
and  shew  its  powerful  effecte  as  a  productive 
agent.  Credit,  in  fact,  is  to  money  what  steam 
is  to  water.  And  like  that  power,  whUe  its  use 
within  proper  limits  is  one  of  the  most  beneficent 
inventions  ever  devised  by  the  ingenuity  of  man, 
its  misuse  by  unskilful  hands  leads  to  the  most 
fearful  calamities.  It  is  chiefly  the  abuse  of 
Credit  by  which  that  over-production  is  brousht 
about,  which  causes  those  terrible  catastrophes 
called  Commercial  Crises.  It  is,  therefore,  es- 
sential to  ascertain  its  limits. 

215.  The  true  limits  of  Credit  may  be  seen 
from  the  etymology  of  the  word.  Because  all 
Credit  is  a  Promise  to  pay  something  in  Future* 
And  that  '*  something,**  whatever  it  be,  is  the 
Yalub  of  the  promise.  That  something  need  not 
necessarily  be  money.  It  is  perfectiy  possible 
that  it  should  be  anything  else.  The  practice  of 
interest,  or  usury,  was  in  force  before  the  inven- 
tion of  money.  It  might  be  a  promise  to  do 
something.  As  an  example  of  this  we  may  take 
a  postage  stamp,  which  is  a  promise  by  the  State 
to  carry  a  letter.  And  this  service  is  the  value 
of  the  stamp.  Now  it  is  quite  clear,  and  to  shew 
it  we  have  only  to  appeal  to  every  one*s  experience, 
that  a  postage  stamp  is  a  valuable  thing.  It 
passes  currently  as  small  change.  Now,  people 
take  postage  stamps  as  equivalent  to  pence,  be- 
cause they  often  wish  to  send  letters  by  the  post. 
The  recent  regulations  that  stamps  shall  be  con- 
vertible into  money  at  any  post  office,  makes 
them  in  all  respects  part  of  tiie  currency  of  the 
country.    They  are,  in  fact.  Id.  notes. 

216.  Now,  the  only  real  difficulty  in  the  case, 
is  to  observe  that  the  naked  ^  promise  to  pay**  is 
independent  exchangeable  property,  quite  distinct 
from  the  thing  itself,  and  it  may  cumulate  in  com- 
merce just  the  same  as  the  thing  itself.  This  may 
surprise  some  readers  at  firsts  but  to  shew  its 
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trath  tliej  need  only  appeal  to  their  own  dailj 
experience,  where  they  see  Bank  Notes,  Cheques, 
and  Bills  of  Exchange,  circulating  to  the  extent 
of  hundreds  of  millions,  and  performing  ail  the 
ftinctions  of  money.  We  shall  see  below  that  J. 
B.  Say,  whose  doctrines  of  Credit  we  shall  ex- 
amine in  the  next  section,  fully  acknowledges 
that  an  instrument  of  Credit  has  an  actual  yalue, 
and  may  perform  the  duties  of  money. 

217.  But,  of  course,  it  is  quite  manifest  that 
the  Value  of  the  promise  is  the  Thihq  itsel/^^  and 
consequently  if  the  thing  itself  fails  the  promise 
has  lost  its  value.  This  consideration,  therefore, 
at  once  indicates  the  limit  of  Credit.  Assuming 
Credit  to  be,  what  it  is  in  its  best  known  form  in 
this  country,  the  promise  to  pay  money,  it  is  quite 
clear  that  every  future  payment  has  a  present 
value.  Consequently,  whenever  the  possession  of 
money  at  any  time  is  actually  certain,  the  Right 
to  receive  it  is  an  exchangeable  Property,  which 
may  be  bought  and  sold. 

218.  Commercial  Credit,  however,  does  not  r^t 
upon  so  solid  a  basis  as  the  certaintu  of  being  in 
possession  of  money,  for  then  it  would  be  as  safe 
as  money  itself,  and  losses  would  be  unknown. 
It  is  based  upon  the  expectation  of  receiving 
money  at  a  certain  time.  A  trader  buys  goods, 
and  gives  his  promise  to  pay  money,  upon  the 
reasonable  expectation  that  he  will  be  able  to  sell 
them  for  money  before  the  bill  becomes  due ;  or, 
at  least,  that  he  shall  be  in  the  possession  of  money 
before  that  time.  That  is,  he  produces^  or  brings 
and  offers  them  for  sale,  in  the  nope  that  they  will 
be  consumed,  or  bought.  If  he  brings  forward  for 
sale  more  of  any  species  of  goods  than  is  suitable 
to  the  circumstances  of  the  time,  so  that  they 
cannot  be  sold  at  all,  or  if  they  are  obliged  to  be 
sold  at  a  lower  price  than  they  cost,  that  is  over 
production.  He  must  then  pay  his  bills  out  of  any 
other  funds  at  his  disposal,  or  sell  other  property 
to  meet  them,  and  if  he  cannot  do  so  he  is  ruined. 

219.  In  times  of  great  speculation  and  great 
fluctuations  of  prices,  there  is  an  exceeding  danger 
of  over  production  by  means  of  Credit,  especially 
by  that  abuse  of  it  called  Accommodation  Paper, 
which  we  have  described.  A  new  channel  of 
trade  is  opened,  perhaps,  and  the  first  to  take 
advantage  of  it  make  great  profits.  Multitudes 
of  others,  hearing  of  these  great  profits,  rush  in, 
all  dealing  on  credit.  The  market  is  overstocked, 
and  prices  tumble  down,  and  the  credit  created  to 
carry  on  these  operations  cannot  be  redeemed. 
Not  only  are  the  speculators  in  many  cases  ruined, 
but  also  frequently  the  banks  which  created  credit 
by  discounting  these  bills. 

220.  The  institution  of  Banks  and  Bankers, 
who  create  currency  by  means  of  their  Credit, 
either  in  the  form  of  notes  or  deposits,  gives  a 
great  extension  to  tlie  limits  of  Credit  But, 
nevertheless,  the  principle  of  the  limit  remains 
the  same.  The  increased  quantity  of  currency 
they  can  issue  by  means  of  their  Credit,  enables 
them  to  lower  the  rate  of  discount.  These  bank- 
ing debts  take  the  place  of  money,  and  serve  the 
purposes  of  money  for  all  internal  transactions. 
When  a  banker  has  created  these  debts  by  buying 
commercial  debts,  those  who  are  indebted  to  the 
banker  must  obtain  a  sufficiency  of  money,  or  of 
other  bankers'  notes,  or  of  the  banker's  own  notes, 
to  discharge  their  debt.  And  if  this  be  done  the 
Cre<nt  has  been  sound;   payment  in  all  these 


forms,  as  we  have  seen  already,  bein^  abaolat^ 
equivalent.  Hence  we  see  that  Credit  is  sever 
excessive,  no  matter  what  its  absolute  quantity 
be,  so  long  as  it  always  returns  into  itselfl 

221.  A  banker,  of  course,  can  only  miuBtui 
his  credit  by  being  always  supposed  to  be  able  to 
cash  any  reasonable  amount  of  his  liabiliti»  oa 
demand.  In  order  to  do  this  he  mnat  alwajs 
maintain  a  certain  proportion  between  bis  liabili- 
ties and  his  cash.  If,  therefore,  an  excessre 
number  of  debts  be  pressed  on  him  for  sale,  the 
same  result  must  follow  as  when  an  over-abnndaat 
supply  of  any  other  article  is  offered  for  sale  is 
the  market.  They  must  fall  in  value,  that  is.,  the 
rate  of  discount  must  be  raised.  By  this  means, 
if  done  in  dne  time,  over-production  may  often 
be  arrested,  because  the  diflerence  of  1  per  oent 
in  the  rate  of  discount  is  sufficient  to  curb  a  con- 
siderable amount  of  enterprise.  If  that  is  not 
sufficient  still  more  stringent  measure  must  be 
adopted  until  it  is  effectual.  But  the  method  is 
infallible ;  by  raising  the  rate*  of  disooont  suf- 
ficiently, nearly  all  production  might  be  brongbt 
to  a  standstill.  It  is  the  neglect  of  this  precau- 
tionary measure  during  an  excessive  gen«ratia& 
of  Credit,  which  drives  bullion  out  of  the 
country,  that  has  led  to  several  Commerciil 
Crises.  Bnt  this  part  of  the  subject  is  fully 
treated  of  under  Caisis,  CoMMjiaciAi.y  and  £x- 

CHAVGBS,   FOBEIQH. 

SUCH  IS  THE  GRAND  THEORY  OF 
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SECTION  IV. 

On  the  History  of  Ideas  on  the  subject  of  Credit^ 
and  an  Examination  of  the  Opinions  of  Modem 
Economists  on  it. 

222.  In  the  preceding  sections  we  hare  given 
an  exposition  of  the  Scientific  Theory  and  the 
Mechanism  of  the  system  of  Credit,  which  will 
be  found  to  overthrow  many  of  the  current  notioos 
on  the  subject.  It  is  one  of  such  gigantic  import- 
ance that  we  must  now  examine  the  opinions  of 
several  eminent  writers,  and  see  how  far  they 
agree  with,  and  in  what  respects  they  diff*er  from, 
the  views  in  the  preceding  sections,  and  more  par- 
ticularly how  far  they  difier  from  themselves. 

223.  We  have  shewn  in  §  87,  that  in  ancient 
times  Demosthenes  clearly  asserted  that  Credit  is 
Capital.    We  are  not  aware  that  in  modem  times 
the  subject  excited  much  attention  till  the  17th 
century,  when  several  writers,  seeing  the  immense 
benefit  which  the  Dutoh  derived  from  their  bills  of 
debt,  wished  to  introduce  them  into  England,  but 
the  inflexible  rule  of  the  common  law  that  cho*es 
in  action  could  not  be    transferred,  presented 
for  a  long  time  an  insurmountable  obstacle  to 
such  a  plan.   Soon  after  the  restoration,  however, 
the  extension  of  commerce  attracted  a  great  deal 
of  attention  to  the  subject  of  Credit,  and  multi- 
tudes of  pamphlets  were  published  advocating  the 
institution  oi  public  banks.    The  notes  which 
were  issued  by  the  private  bankers  of  London 
showed  the  utility  and  the  convenience  of  the 
invention.    At  last,  after  several  attempts,  the 
Bank  of  England  was  founded  in  1694,  with  the 
express  intention,  as  was  very  clearly  stated  by 
its  founders,  of  increasing  the  quantity  of  the 
currency. 
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224.  All  these  projects,  however,  were  for  the 
purpose  of  augmenting  Credit^  that  is,  paper  cur- 
rency conyertible  into  specie,  and  therefore  of  the 
value  of  specie.    But  many  projectors,  not  satis- 
fied with  tiie  increase  of  the  currency  caused  by 
Credit,  began  to  derise  schemes  for  creating  paper 
money^  that  is,  paper  notes  not  convertible  into 
specie,  a  thing  of  a  totally  different  nature,  though 
often  confounded  with  it.    Among  these  were 
Chamberlen,  AsgUl,  Briscoe,  and  others,  who 
wished  to  found  an  inconvertible  paper  money, 
based  upon  land.    The  most  famous,  however,  of 
the  advocates  of  this  plan  was  John  Law,  and  as 
it  was  in  fact  out  of  the  discussions  raised  by  the 
terrible  catastrophe  of  the  Mississippi  scheme, 
that  Modern  Political  Economy  may  almost  be 
said  to  have  arisen,  we  may  confine  our  attention 
chiefly  to  him. 

225.  Most  persons  have  no  other  conception  of 
John  Law  than  as  the  deviser  of  a  scheme  which 
produced  a  great  financial  catastrophe,  somewhat 
similar  to  the  South  Sea  bubble.  The  latter  was 
a  pure  swindle  and  fraud ;  and,  as  both  schemes 
produced  a  great  catastrophe,  about  the  same 
period,  most  persons  jnmble  ap  the  two  events, 
and  class  the  projectors  of  both  enterprises  under 
a  common  name. 

226.  This,  however,  is  a  very  grievous  error 
indeed.  Law  was  neither  a  swindler  nor  a  rogue. 
Even  his  enemies  and  those  persons  who  were 
opposed  to  his  system,  bear  ample  testimony  to 
his  personal  int^prity  and  sincerity,  and  even 
after  the  collapse  of  the  system,  the  higher  ranks 
of  the  country  treated  him  with  the  greatest  re- 
spect. The  fact  is  that  his  writings  are  divided 
into  two  distinct  classes-^those  upon  Banking 
and  Paper  Credit^  and  those  upon  Paper  Money, 
His  writings  on  Banking  and  Paper  Credit,  were 
originally  written  in  French  and  presented  to  the 
Begent  Orleans,  and  were  never,  that  we  know 
of,  translated  into  English.  His  treatise  on  Paper 
M<mey  was  originally  published  in  English,  at 
Edinburgh,  in  1705. 

227.  Nothing  can  be  better  and  sounder  than 
his  writings  on  Banking  and  Paper  Credit.  They 
were  by  far  the  best  exposition  of  the  subject  that 
had  then  been  published,  in  fact  they  are  some  of 
the  best  that  exist  to  the  present  day.  But  the 
theory  of  paper  money  which  he  adopted  is  a 
totally  distinct  thing,  and  has  no  connection  with 
his  doctrines  of  Credit.  It  would  be  out  of  place 
to  examine  his  theory  of  money  here.  That  is 
folly  done  under  Cubbekct  and  Law.  But  we 
may  observe  that  his  career  was,  like  his  writings, 
divided  into  two  distinct  operations.  We  have 
seen  under  Bankinq  in  Fbahcb,  that  so  long  as 
he  confined  his  operations  to  legitimate  banking, 
nothing  could  be  more  successful.  There  was 
scarcely  ever  such  a  marvellous  restoration  of 
prosperity  in  so  short  a  space  of  time  as  by  the 
institution  of  Law*s  Bank.  And  well  would  it 
have  been  for  him  and  the  country  if  he  had 
stopped  there.  It  was  only  when  he  put  into 
practice  his  theory  of  paper  money  that  the  mis- 
chief was  produced.  But  this  does  not  prove  that 
he  was  a  rogue ;  it  only  shews  that  his  theory  of 
money  was  erroneous.  It  is,  nevertheless,  one  that 
has  innumerable  admirers  at  the  present  day,  and 
to  shew  its  fallacy  requires  a  thorough  knowledge 
of  the  most  fundamental  subtleties  of  Politioil 
Economy. 


228.  We  have  been  obliged  to  say  this  much 
here  as  a  preface  to  quoting  anything  from  Law 
regarding  Credit,  which  must  be  carefully  dis- 
tinguished, as  we  have  said  above,  from  his  doc- 
trines on  Money.  His  writings  on  Banking  and 
Credit  are  contained  in  ten  Memoires  sur  lee 
Banquesy  fifteen  Lettres  sur  lee  Banquee  addressed 
to  the  Regent  Orleans,  and  some  letters  on  the 
system,  all  in  French,  published  in  the  first 
volume  of  Guiliaumin's  Collection  of  Modern 
Economists. 

We  shall  now  shew  that  Law  maintained  that 
Credit  was  equivalent  to  an  increase  of  money. 
In  the  first  Memoire^  p.  521  of  the  volume  just 
mentioned.  Law  says : — "  Les  Credits  sont  n^ces- 
saires  et  utiles;  ils  font  les  m^mes  effets  et  le 
m£me  bien  dans  le  commerce,  comme  si  la  quan- 
tite  de  la  monnue  ^tait  augment^e."    He  points 
out  the  advantage  England  derived  from  the  in- 
stitution of  Credit  during  the  war  with  France, 
and  being  in  great  difficulty  from  want  of  money 
— *'  s*est  avisee  dUntrodnire  des  Credits,  qui  out 
snppl66  aux  esp^ces,  et  soutenu  ses  manufactures, 
et  son  commerce  qui,  sans  ce  secours,  auraient  6t4 
ruiuees  par  de  si  longues  guerres  qui  out  cause 
un  grand  transport  d*esp^ces,  et  sous  lesquelles 
TAngleterre  aurait  succomb^  sans  les    Credits 
dont  elle  s*est  bien  servie.    Les  Credits  ont  non 
seulement  8uppl^6  aux  esp^ces  qui  6taient  trans- 
portees,  mais  ont  servi  au  del^  et  ont  augments 
ses  manufactures  et  son  commerce,  mSme  pendant 
la  guerre."    He  then   says : — "  La  Banque  est 
un  esp^ce  de  Credit,'*  and  speaking  of  the  Bank 
of  Engkmd — **  mais  le  bien  que  la  banque  fait  en 
augmeutant  le  quantity  de  la  monnaie."     He 
shews,  too,  that  its  shares  being  negotiable,  in 
many  cases  served  the  purpose  of  money.     At 
p.  545,  he   says : — ''  La  Banque  d*Angleten*e, 
outre  ces  commodit6s  qu*elle  donne  aux  n6go- 
ciants  pour  faciliter  les  payments,  produit  une 
plud  forte  circulation,  et  fait  le  m^me  effet  que 
si  la  monnaie  d*AngIeterre  6tait  cousid^rable- 
ment  augment^e,  comme  je  Tai  d^j&  remarqu6." 
And   at  p.  554  :—**  Done,    Tintroduction  d*un 
Credit,  dans  le  commerce  augmeutait  la  quantit^S 
de  la  monnaie  reellement,  et  faisant  le  m^me 
effet  que  si  elle  etait  augmeutee,  par  une  plus  forte 
circulation  que  ce  Credit  procure,  doit  diminuer 
le  prix  on  inter^t  de  Targent."     At  p.  560: — 
"  La  circulation  des  billets  de  la  banque  dans  les 
provinces  ferait  le  m&me  effet  qui  si  la  quantite 
des  esp^ces  6tait  considSrablement  augmeutee, 
et  par  Ilk,  soutiendrait  et  augmenterait  Tagricul- 
turo  et  les  manufactures." 

Law  also  saw,  of  course,  that  these  notes,  &c.» 
were  of  the  value  of  money,  because  they  were 
exchangeable  for  money — ^  ces  billets  etant  sup- 
poses au  moins  aussi  bien  que  Targent  puisqu'  oa 
les  pent  convertir  en  esp^ces  t  voloute." 

In  the  first  Lettre  eur  les  Baiwuesy  he  says, — 
'*  Si  TEspagne  avait  c^de  les  Indes  aux  Anglais, 
cette  nation  n*aurait  pas  taut  profits  de  ce  com- 
merce qu*elle  a  profite  de  son  credit 

^<  Avant  le  mort  de  Charles  II,  roi  d*Espagne, 
le  commerce  des  Indes  a  fourni  aux  Ajiglais 
environ.  25  millions  par  ann6e  en  mati^res 
d*argent;  de  cela  une  partie  ^tait  co^sommee, 
une  partie  payait  une  balance  due  alors  k  la 
France,  une  partie  6tait  transport6e  par  la  Com- 
pagnie  des  Indes  Orientales ;  il  n*en  restait 
qu*environ  8  millions ;  ainsi,  poor  angmenter  la 
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monnaie  d*Aiigleteorr6  de  400  millioiiB,  fl  anrait 
fklia  50  amines  d'an  commerce  bien  r6gl4  et  sans 
interraption,  en  donnant  le  prodait  et  mannfMS- 
tmres  dn  pays  en  ^change  de  ces  mati^res. 

«( Par  rintrodnction  da  credit,  TAngleterre  a 
augment^  sa  monnaie  aa-del JL  de  cette  somme,  sans 
avoir  donn^  en  ^change  ancnne  yalenr  en  mar- 
chandise,  car  le  credit  qui  circnle  dans  la  ville 
de  Londres  senle,  monte  k  plus  que  les  esp^ces 
monnay^es  de  la  France  et  de  TAngleterre. 
Ainsi  il  ne  doit  pas  parattre  extraordinaire  que 
la  monnaie  soit  si  abondante  k  Londres,  les 
esp^ces  ne  faisant  pas  la  cinqui^me  partie  de  ce 
qne  le  credit  foit. 

"Le  rerenue  de  cette  angmentation  de  la 
monnaie  prodait  annaellement  plas  qae  doable 
de  ce  qae  le  commerce  des  Indes  aarait  prodait, 
par  nne  aagmentation  de  Tindastrie  et  des  mana- 
lactares  de  ce  royaome,  qai  ont  M  port^es  si  loin 
qa*eUes  fonmissent  la  plas  grande  partie  de 
rBarope." 

229.  These  extracts  are  snfflcient  to  show  that 
Law  knew  and  maintained  that  credit  was  sepa- 
rate and  independent  exchangeable  property, 
which  was  camalative  property  over  and  above 
specie  and  commodities.  He  never  falls  into  that 
extraordinary  confasion  of  idea  of  believing  that 
Credit  is  the  transfer  of  Capital.  He  sees,  as  we 
have  said  above,  that  Credit  is  to  be  added  to  the 
mass  of  other  exchangeable  property  ([§  23).  So 
also  Melon,  a  contemporary  writer,  in  his  JEssai 
f^oli^que  tvr  le  Commerce^  in  the  same  volame, 
already  mentioned,  p.  757,  commenting  on  the 
political  arithmetic  of  Sir  W.  Petty,  says— *' An 
calcal  des  hommes  il  faat  ajoater  le  calcal  de  ce 
qa*ils  valent  par  lear  travail. 

««Aa  calcal  des  valears  nam^raires,  il  faat 
tgouter  le  credit  coarant  da  n^gociant,  et  son 
credit  possible.** 

230.  That  astounding  confasion  of  ideas  which 
prevails  throagh  so  many  modem  writers  that 
Credit  is  the  transfer  of  something  b^an  with 
Torgot.  When  he  was  at  College,  and  only  22 
years  old,  he  began  to  reflect  on  Law's  system, 
and  addressed  a  letter  on  the  snbject  to  the  Abb4 
de  Cic6,  Sur  U  papier  MuppUS  a  la  monnaie. 
((Euores  de  Turgot.  Vol  /.,  j9. 94.  JEdit,  GuU- 
laumin.J  This  letter  contams  an  expression 
which  has  been  the  key  note  of  a  fallacy  which 
has  been  sedaloosly  propagated  from  that  day  to 
this,  by  a  long  series  of  writers  both  in  France 
and  in  England.  He  says:— En  an  mot  toat 
Credit  est  an  emprant,  et  a  an  rapport  es- 
sentiel  h  son  remboorsement.*'  Here  we  see  the 
first  statement  of  that  gross  confasion  of  ideas  on 
the  snbject  of  Credit,  which  is  so  prevalent.  Pre- 
ceding writers  had  always  seen  that  Credit  was  a 
species  of  exchangeable  property,  which  served 
the  purpose  of  money.  Bat  Target  makes  Credit 
to  be  an  operation.  To  say  that  Credit  is  a  loan 
is  as  gross  a  misconception  of  the  nature  of  the 
thing  as  to  say  that  a  galnea  is  the  transfer  of  a 
book  I  Moreover,  the  word  loan  is  ambiguous. 
We  hav3  fully  explained  the  nature  of  this  am- 
biguity in  §  61,  where  we  have  shewn  that  in 
English  there  is  but  one  word  for  the  two  Latin 
ones  mtt^ttum  and  commodumy  in  the  distinction 
between  which  lies  one  of  the  greatest  subtleties 
in  Political  Economy.  An  operation  on  Credit 
is  always  an  exchange,  where  the  property  of  the 
thing  «Ment"  always  passes  to  the  **  borrower,** 


and  the  "lender"  receives  in  return  the  right,  or 
property,  to  demand  back  an  equivalent  to  the 
thing  ^lent**  at  a  future  time.  Tnrgot  rig^j 
enough  says  that  every  Credit  implies  a  fiitim 
repayment.  That  is  true;  Credit  means  the 
Right  to  a  future  Payment  And  it  is  precisely 
beaiuse  this  Right  is  exchangeable  for  someduBf 
at  a  future  period  that  it  has  valae.  And  it  mtj 
be  bought  and  sold  like  any  other  species  of  pro- 
po-ty.  We  shall  see  afterwards  tiiat  J.  B.  Say, 
whose  doctrines  we  shall  have  to  examine,  faUy 
acknowledges  this. 

The  Opinion  of  Adam  Smith  on  ike  Niaiare  of 

Credit 

231.  The  controversies  about  Credit^  of  which 
the  germ  is  contained  in  the  extract  from  Tar- 
got,  which  we  have  ^iven  above,  did  not  conmieoce 
till  after  Adam  Smith*s  time.  He,  therefore,  did 
not  discuss  them.  Though  his  doctrines  on  the 
powers  of  Credit  are  sedf-contradictory,  as  we 
have  shewn  under  Cubrknct  PRmciPiiB,  he  is 
perfectly  consistent  with  himself  as  to  the  matvt 
of  Credit  He  uniformiy^nsiders  Credit  to  be 
independent  exchangeable  property,  and  we  shall 
now  show  that  he  classes  it  under  Capitai:.. 

232.  In  the  first  place,  we  have  shewn  under 
Capitai*,  that  Smith,  in  a  passage  which  has 
been  most  unaccountably  overlooked  hy  nearly 
every  writer,  expressly  enumerates  the  nseftd 
and  acquired  abilities  of  the  inhabitants  of  a 
country  as  part  of  its  wealth,  or  fix&d  Capital. 
Now  as  a  man's  Credit  depends  purely  upon  the 
belief  in  his  character  and  abilities,  it  is  mani- 
festly according  to  the  very  definition.  Capital  to 
him,  by  means  of  which  he  can  make  a  profit. 
Thus  Smith  says,  Book  1,  c.  x. — **  In  great  towns 
trade  can  be  extended  as  stock  increases,  and  the 
Cbedit  of  a  frugal  and  thriving  man  inereases 
much  faster  than  his  stock.  His  trade  is  ex- 
tended in  proportion  to  the  amount  of  botb, 
and  the  sum  or  amount  of  his  profits  is  in  pro- 
portion to  the  extent  of  his  trade,  and  his  annual 
accumulation  in  proportion  to  the  amount  of  his 
profits.*'  Hence  we  see  that  Smith  places  Credit 
on  exactly  the  same  footing  as  stock,  and  as  he 
makes  a  profit  by  it  in  the  same  way  as  bj  Stock, 
it  is  clearly  capital  to  him  as  well  as  his  Stock. 

238.  But  we  shall  now  shew  that  Smith  ex- 
pressly includes  Credit  under  the  term  Capital, 
and  says  that  it  produces  exactly  the  same  effects 
as  money. 

Under  the  term  fixed  Capital  he  inclndes  the 
abilities  of  the  people  upon  which  Credit  depends. 
Under  the  term  floating  Capital  he  inclndes  four 
sorts.  The  first  of  these  he  says  is,  **  The  money 
by  means  of  which  aU  the  other  three  are  circu- 
lated and  distributed  to  their  proper  consumers.** 

In  B.  2,  c.  ii.,  he  says,  '*  Money,  therefore,  the 
great  wheel  of  circulation,  the  great  instrument 
of  commerce,  like  all  other  instruments  of  trade, 
though  it  makes  a  part,  and  a  very  valuable  part, 
of  the  Capital^  &c.** 

Thus  we  see  that  Smith  expressly  includes  the 
wheel  of  circulation,  or  according  to  a  name  it 
has  received  since  his  day,  the  ^*  circulating 
medium,"  as  part  of  the  Capital  of  the  countiy. 

He  then  says  that  every  saving  in  the  expence 
of  collecting  and  supporting  that  part  of  the  cir- 
culating capital,  which  consists  of  money,  is  an 
increase  of  the  neat  revenue  of  the  countiy. 
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He  says  then,  *<  The  sabstitutioa  of  paper  in 
the  room  of  gold  and  silver  money,  replaces  a 
very  expensive  instrument  of  commerce  with  one 
very  much  less  costly,  and  sometimes  eqnally 
convenient.  Circulation  comes  to  be  carried  on 
on  by  a  new  wheel,  which  it  costs  less  both  to 
erect  and  to  maintain  than  the  old  one. 

'*  There  are  several  different  sorts  of  paper 
money,  bnt  the  circulating  notes  of  banks  and 
bankers  are  the  species  which  is  best  known,  and 
which  seem  best  adapted  for  this  purpose.** 

Thus  we  see  that  Smith  expressly  includes  all 
forms  of  paper  credit  under  the  term  money,  or 
circulating  power,  which  he  has  already  said  is 
Capital. 

After  saying  that  if  people  have  confidence  in 
a  banker,  his  notes  come  to  have  the  same  cur- 
rency as  gold  and  silver ;  because  people  believe 
that  money  can  always  be  had  for  them,  he 
says,  **Wh^  a  particular  banker  lends  among 
his  customers  his  own  promissory  notes  to  the 
extent,  we  shall  suppose,  of  £100,000.  As  these 
notes  serve  all  the  purposes  of  money,  his  debtors 
pay  him  the  same  interest  as  if  he  had  lent  them 
B^  much  money.  This  interest  is  the  source  of 
his  gain.  Though  some  of  these  notes  are  con- 
tinually coming  coming  back  on  him  for  pav- 
ment,  part  of  them  continue  to  circulate  for 
months  and  years  together.  Though  he  has  gene- 
rally in  circulation,  therefore,  notes  to  the  extent 
of  £100,000,  twenty  thousand  in  gold  and  silver 
may  frequently  be  a  sufficient  provision  for  an- 
swering occasional  demands.  By  this  operation, 
therefore,  £20,000  in  gold  and  silver  perform  all 
the  functions  which  £100,000  could  otherwise 
have  performed.  The  same  exchanges  may  be 
made,  the  same  quantity  of  consumable  goods 
may  be  circulated  and  distributed  to  their  proper 
consumers,  by  means  of  his  promissory  notes  to 
the  value  of  £100,000,  as  by  an  equal  value  of 
gold  and  silver  money.** 

Thus  we  see  that  Smith  says  that  a  banker  may 
derive  exactly  the  same  profit  from  the  use  of  his 
Credit  that  he  would  from  actual  money,  and 
therefore  it  is  Capital  to  him.  And  he  shews 
that  it  has  exactly  the  same  effects  on  the  country 
as  80  much  money,  and  therefore  it  is  equally 
Capital  to  the  country. 

He  also  supposes  a  case  in  which  the  circulating 
money  of  a  country  should  be  £1,000,000  at  any 
time.  Different  banks  and  bankers  issued  paper 
to  an  equal  amount,  reserving  £200,000  to  meet 
the  demand  for  specie.  "  There  would  remain, 
therefore,  in  circulation  £800,000  in  gold  and  silver 
and  £1,000,000  of  bank-notes,  or  £1,800,000  of 
paper  and  money  together.**  Thus  we  see  that 
Smith  classes  Paper  Credit  as  independent  ex- 
changeable property,  just  on  the  same  footing  as 
gold  and  silver.  He  then  says  that  such  an  emis- 
sion of  paper  will  release  a  quantity  of  the  circu- 
lating money,  and  enable  it  to  be  exported  to 
purchase  foreign  goods,  and  to  be  invested  in 
foreign  trade,  and  he  says; — "Whatever  profit 
they  make  will  be  an  addition  to  the  neat  revenue 
of  their  own  country.  It  is  like  a  new  fund 
created  for  carrying  on  a  new  trade,  domestic 
business  being  now  transacted  with  paper,  and 
the  gold  and  silver  being  converted  into  a  fund 
for  Uds  new  trade.**  He  says  also  that  it  may 
be  applied  to  purchase  an  additional  stock  of 
materials,  tools,  and  provisions,  in  order  to  main- 


tain and  employ  an  additional  number  of  indus- 
trious people,  who  reproduce  with  a  profit  the 
value  of  their  annual  consumption.        *        * 

"When  paper  is  substituted  in  the  room  of 
gold  and  silver  money,  the  quantity  of  the  mate- 
rials, tools,  and  maintenance  which  the  whole 
circulating  capital  can  supply,  may  be  increased 
by  the  whole  value  of  gold  and  silver,  which  used 
to  be  employed  in  purchasing  them.        *        * 

"  When,  therefore,  by  the  substitution  of  paper 
the  gold  and  silver,  necessary  for  circulation,  is 
reduced  to,  perhaps,  a  fifth  part  of  the  former 
quantity,  if  the  value  only  of  the  greater  part  of 
the  other  four-fifths  be  added  to  the  ftmds  which 
are  destined  for  the  maintenance  of  industry,  it 
must  make  a  very  considerable  addition  to  the 
quantity  of  their  industry,  and  consequently  to 
the  value  of  the  annual  produce  of  land  and 
labour. 

234.  In  speaking  of  bankers  he  says : — "  It  is 
chiefly  by  discountmg  Bills  of  Exchange,  that  is, 
by  advancing  moneif  upon  them  before  they  are 
due,  that  the  great  part  of  banks  and  bankers  issue 
their  promissory  notes,  *  *  The  banker 
who  advances  to  the  merchants,  whose  bill  he 
discounts,  not  gold  and  silver,  but  his  own  pro- 
missory notes,  has  the  advantage  of  being  able  to 
discount  to  a  greater  amount,  by  the  whole  value 
of  his  promissory  notes,  which  he  finds  by  ex- 
perience are  commonly  in  circulation.  He  is 
thereby  enabled  to  make  his  clear  gain  of  interest 
on  so  much  a  larger  sum.        «        *        * 

"The  banks,  when  their  customers  apply  to 
them  for  moneys  generally  advance  it  to  them  in 
their  own  promissory  notes.  These  the  merchants 
pay  away  to  the  manufacturers  for  goods,  the 
manufacturers  to  the  farmers  for  materials  and 
provisions,  the  farmers  to  their  landlords  for  rent, 
the  landlords  repay  them  to  the  merchants  for  the 
conveniences  and  luxuries  with  which  they  supply 
them,  and  the  merchants  again  return  them  to  the 
bank  in  order  ^  to  balance  their  cash  accounts, 
or  to  replace  what  they  may  have  borrowed  from 
them ;  and  thus  almost  the  whole  money  business 
of  the  country  is  transacted  by  means  of  them.** 

235.  Thus  Smith  clearly  places  Paper  Credit 
on  exactly  the  same  footing  as  Money.  He 
shewed  that  traders  made  a  profit  by  their  credit, 
and  in  the  last-mentioned  passages  he  shews  how 
bankers  make  a  profit  by  their  credit,  and  how  in 
process  of  time  the  greate*  part  of  the  circulation 
of  the  country  is  carried  on  by  Credit.  In  B.  II., 
c.  IV.,  he  says : — ^"  The  stock  which  is  lent  at  inte- 
rest is  always  considered  as  a  Capital  by  the 
lender.**  Then  a  little  after — "Almost  all  loans 
at  interest  are  made  in  money,  either  of  paper  or 
of  gold  and  silver.**  •  ♦  "  The  quantity 
of  stock,  therefore,  or,  as  it  is  commonlji expressed, 
of  money  which  can  be  lent  at  interest  in  anj 
country,  is  not  regulated  by  the  value  of  the 
money,  whether  ^per  or  coin,  &c.*' 

236.  Thus  Smith  expressly  classes  Paper  Credit 
under  the  term  Capital,  and  therefore  it  must  be 
productive.  It  has  puzzled  many  persons,  how- 
ever, to  conceive  how  Credit  can  be  Productive, 
This,  of  course,  manifestly  turns  on  the  meaning 
of  Productive,  We  have  fully  shewn  under  Pro- 
duction the  extension  of  meaning  which  Smith 
gave  to  productive  labour,  beyond  that  in  which 
it  was  used  by  the  French  Economists.  He  says 
that  there  are  four  ways  in  which  Capital  may 
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be  employed  productively  (B.  11^  c.  v.) — Ist;  in 
procuring  rade  produce ;  2ndly,  in  manufactarlng 
it ;  8rdly,  in  transporting  it  from  place  to  place ; 
4thly,  in  dividing  it  into  small  parcels  to  suit  the 
convenience  of  customers.  Hence  we  see  that  he 
says  Capital  may  be  jproducHvely  employed  in 
baying  and  selling.  Kow,  of  course,  it  will  be  at 
once  seen  that  Credit  is  employed  in  buying  and 
selling.  Smith  says  that  the  labour  of  wholesale 
and  retail  dealers  is  productive  because  it  adds  to 
the  value  of  the  commodities  they  deal  in.  But 
persons  can  buy  and  sell  with  Credit  equally  well 
as  with  money.  Hence,  their  labour  is  just  as 
much  productive  in  the  one  case  as  in  the  other. 
And  here  we  see  at  last  the  root  of  the  difficulty 
which  many  persons  have  in  conceiving  that 
Credit  is  productive  capital,  because  they  evi- 
dently mean  by  production  an  increase  of  quan- 
tity. But  the  fact  is  that  circulation  is  one  species 
of  production,  and  hence  the  circulating  power  is 
Capital.  Now  the  circulating  medium,  as  everv 
one  knows,  is  Money  and  Credit.  As  Smith 
says  (B  III.,  c.  i.) — "The  great  commerce  of 
every  civilized  society  is  that  carried  on  between 
the  inhabitants  of  the  town  and  those  of  the 
country.  It  consists  in  the  exchange  of  rude  for 
manufactured  produce,  either  immediately,  or  by 
the  intervention  of  money,  or  of  9ome  tort  of 
paper  irhich  represents  money." 

The  extracts  which  we  have  laid  before  our 
readers  are  quite  sufficient  to  shew  that  Adam 
Smith  never  committed  the  extraordinary  error 
of  supposing  that  Credit  is  the  transfer  of  d^ital, 
as  is  so  common  at  present.  It  is  quite  evident 
that  he  always  knew  that  Credit  is  independent, 
exchangeable  property,  and  that  it  is  PRO- 
DUCTIVE CAPITAL. 

On  the  Opinion  of  Jean  Baptinte  Say  respecting 
the  Nature  of  Credit. 

237.  We  now  have  to  examine  the  opinions  of 
J.  B.  Say  respecting  Credit,  as  it  is  he  who,  fol- 
lowing np  the  erroneous  notion  of  Tnrgot,  in- 
vented the  phrase  which  so  many  unthinking 
writers  have  echoed  from  that  day  to  this,  that 
those  who  consider  Credit  to  be  Capital,  maintain 
that  the  same  thing  can  be  in  two  places  at  once  I 

238.  Credit,  as  we  have  shewn  in  the  preceding 
sections  of  this  treatise,  is  a  species  of  incorpored 
property,  and  was  always  well  understood  to  be 
so,  until  Turgot  originated  the  erroneous  notion 
that  it  was  a  loan,  or  the  transfer  of  something. 
The  question  of  Credit,  therefore,  involves  that 
of  the  admission  of  incorporeal  property  into 
Political  Economy. 

239.  It  is  very  commonly  stated  that  J.  B.  Say 
was  the  first  Economist  to  introduce  immaterial 
products  iato  Political  Economy.  We  have  already 
shewn  thnt  this  is  erroneous.  We  have,  besides, 
shewn  under  Capital,  that  Say  has  put  forth  the 
most  self-contradictory  opinions  on  the  subject. 
We  have  shewn  that  in  one  place  he  says  that 
immaterial  products  are  not  capital,  and  that 
the  talents  and  abilities  of  the  people  are  not  part 
of  the  wealth  of  the  country ;  and  that  in  another 
place  he  says  that  they  are  to  be  counted  as 
wealth.  That  in  one  place  he  maintains  that  all 
transferable  capital  is  composed  of  material  pro- 
ducts, having  an  intrinsic  value,  and  that  it  is  not 
possible  to  amass  and  transmit  to  another  person 
any  bat  values  incorporated  in  material  objects. 


and  yet  in  a  note  to  this  very  passage  he  sajs 
that  there  are  capitals  not  incorporated  in  aoj 
material  things,  such  as  the  cliewtelU  of  a  notary, 
or  of  a  commercial  enterprise.  And  in  the  same 
volume  he  enumerates  other  capitals  not  incor- 
porated in  material  objects,  sach  as  copyrigiit, 
the  goodwill  of  a  business,  which  he  sajs  may  be 
bought  and  sold. 

240.  Economists  seem  to  be  the  chartered  liber- 
tines of  science.  Of  all  the  sciences  it  seems  to 
be  the  only  one  in  which  writers  are  permitted  io 
utter  the  most  contradictory  opinions,  and  y^  to 
be  considered  as  authorities.  We  have  seea 
Say*s  self-contradiction  on  the  subject  of  Capital ; 
we  shall  now  find  that  he  is  equally  self-oontn- 
dictory  on  the  subject  of  Credit. 

In  the  first  place  he  has  fallen  into  that  coafa- 
sion  of  idea  about  value,  which  has  ruined  so 
much  of  modem  economics.  He  repeatedly 
speaks  of  iNxarNsic  Value,  and  of  Valae  being 
something  inherent  and  innate  in  a  matter,  and 
yet  he  says,  Traiti  ^Economic  Politique^  p  57— 
*'*'  La  valeur  que  les  hommes  attachent  anx  chosea. 
*  *  Toujours  est  ii  vrai  que  si  les  homm^ 
attachent  de  la  valeur  ^  une  chose,  &c  ; "  and  m 
a  note  to  this  passage  he  says — ^'Ce  n^est  pas 
ici  le  lieu  d'examiner  si  la  valeur  que  les  hommes 
attachent  k  une  chose  est  proportionn6e  on  non  i 
son  utility  r^elle.  La  juste  appreciation  des 
choses  depend  du  jugement,  des  lumi^res,  des 
habitudes,  des  pr^juges  de  ceux  qui  les  appre- 
cient.  Une  saine  morale,  des  notions  precises  sar 
leurs  v6ritables  inter^ts,  conduisent  les  hommes  i 
une  juste  appreciation  des  vrais  biena.**  Now 
what  can  be  more  self-contradictory  than  the  no- 
tion that  value  is  something  inherent  in  the 
substances  themselves,  and  then  to  say  that  it 
entirely  depends  on  the  judgment,  the  knowledge, 
the  habits,  and  the  prejudices  of  men  ? 

241.  Having  thus  shewn  his  self-contradictions 
on  the  conception  of  Value,  we  sh^  now  come 
to  his  conception  of  Credit.  In  B.  I.,  c.  x^ot  his 
TVat^,  after  speaking  of  things  of  value,  snch  as 
the  earth,  metals,  money,  corn,  stufis,  &c.^  he 
says : — ^  Si  Ton  donne  aussi  le  nom  de  riehesses 
k  des  contrats  de  rentes,  h,  des  effets  de  commerce^ 
il  est  evident  que  c'est  parce  qu'ils  renferment  nn 
engagement  pris  de  livrer  des  choses  qui  ont  one 
valeur  par  elles  memes.** 

And  in  his  Cours  Complet  d Economie  Politique, 
Pai't  I.,  ch.  1,  Vol.  I.,  p.  67,  he  says : — "  La  pos- 
session exclusive  qui,  au  milieu  d*une  nombrease 
reunion  d'hommes,  distingue  nettement  la  pro- 
priete  d*une  autre  personne,  fait  que  dans  Tusage 
commun,  cette  sorte  de  biens  est  la  seule  k  laquelie 
on  donne  le  nom  de  Richesse.  *  *  C*e6t 
U  que  viennent^  se  ranger  non-seulement  les 
choses  capables  de  satisfaire  dlrectement  les  be- 
soins  de  Thomme,  tel  que  Tout  fait  la  nature  et  la 
soci6t6,  mais  les  choses  qui  ne  peuvent  les  satis- 
faire qu'  indirectement  en  fournissant  des  moyens 
de  se  procurer  ce  qui  sert  immediatcment,  comme 
I'argent,  les  TITHES  DE  CREANCES,  les 
contrats  de  rente,  &c.** 

Thus  we  see  that  Say  expressly  enumerates 
Debts,  or  Cbbdit,  as  Wealth. 

242.  Moreover,  in  B.  /.,  ch.  30,  of  the  7Va£r«, 
he  says: — Une  Billet  H  ordre,  une  lettrede  change, 
sent  des  obligations  contractees  de  payer,  on  de 
faire  payer,  une  somme  soit  dans  un  autre  temps, 
soit  dans  un  autre  lieu. 
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'^Le  droit  attach^  k  ce  mandat  (qnoiqne  sa 
valear  ne  soit  pas  exigible  h,  rinstant  et  an  lien 
oii  Ton  est),  lai  donne  n6anmoins  nne  Vai^bub 
AcTOELLB,  plus  ovL  iDolns  fofte.  Ainsi  nn  effet 
de  commerce  de  ceut  francs,  payable  k  Paris  dans 
denx  mois,  se  negociera,  on,  si  Ton  vent,  se  vendra 
pour  le  prix  de  99  francs ;  ane  iettre  de  change 
de  pareille  somme,  payable  k  MarseUle  an  boot 
da  mdme  espace  de  temps,  vandra  actueUement  k 
Paris  peut-^tre  98  francs. 

^'  D^s-lors  qn^nne  Iettre  de  change  on  nn  billeti 
en  yertn  de  leur  yalenr  fntare,  ont  nne  Yjllevr 
AcTDBLLB,  lis  penvent  Hre  employes  en  gnise  de 
monnaie  dans  tonte  espace  d^achate,  anssi  la  pin- 
part  des  grandes  transactions  dn  commerce,  se 
r^glent-elles  avec  des  lettres  de  change.** 

Tbns  we  see  in  this  passage  that  Say  maintains 
exactly  the  same  doctrine  as  we  have  set  forth  in 
the  preceding  sections,  that  an  instrument  of 
Credit  is  9^  present  right  to  a  future  payment^  and 
that  it  is  separate  and  independent  exchangeable 
property,  That  is,  that  Cbebit,  or  Dbbts,  are 
WEALTH. 

243.  We  may  also  quote  another  passage  from 
his  Cours  (Petri  IILy  Division  IJL^  cA,  27,  p, 
461,  Vol.  L)  : — "U  y  a  n^anmoins  une  observa- 
tion importaute  k  faire  relativeraent  aux  signes 
repr^ntatifs  des  monnaies.  C*est  qn*ils  sent 
capables  de  rendre  un  service  exactement  pareil 
ail  service  que  pea  vent  rendre  les  monnaies  qu*ils 
repr^sentent.  Si  qaelqa*an  sonscrivait  an  en- 
gagement par  leqael  il  8*obllgerait  k  livrer,  k  nne 
epoque  d^sign^e,  nn  mantean  fiiit  de  telle  on 
telle  fa^n,  cette  promesse,  qnoiqn*elle  fClt  en 
quelqne  sorte  nn  signe,  an  gage  de  la  possession 
da  mantean,  ne  sanrait  en  tenir  lien;  car  nne 
fenille  de  papier  ne  garantit  pas  dn  froid,  comme 
fait  an  mantean ;  tandis  que  les  signes  qni  repr£- 
sentent  la  monnaie,  penvent  la  remplacer  com- 
pUtement,  et  rendre  tons  les  services  qne  Ton 
pent  attendre  d'elle.  En  effet,  les  qnalites  qui 
font  qa*an  sac  d'argent  nous  sert  dans  nos 
echanges,  penvent  toutes  se  trouver  dans  une 
billet  Ces  qnalit^  vons  vous  le  rappelez, 
consistent : 

"  D*abord  dans  la  Valbub  qa*il  a.  On  peut 
donner  a  un  billet  excitement  la  mime  vedeur  qtiCd 
une  somme  dargent,  on  donnant  an  portenr  le 
droit  de  toncher  la  somme,  de  mani^re  k  Ini  6ter 
tonte  inquietude  snr  ce  remboursement  ^  c*est 
ainsi  qn*an  billet  de  banqne  pent  circnler  dix 
ans  en  conservant  nne  valeor  de  mille  francs  sans 
qn'il  soit  rembonrs^  senlement  parce  qa*on  est 
convaincu  qa*il  le  sera  da  moment  que  le  portenr 
le  voucba.       ♦       •       ♦ 

"  Vons  voyez.  Messieurs,  que  tontcs  les  qna- 
lites utiles  de  la  monnaie  penvent  se  retrouver 
dans  un  signe  representatif,  qui  n*a  aucune  valeur 
par  lui-m6me,  et  tire  de  la  monnaie  mdme,  tonte 
celle  que  Ton  vent  bien  lui  accorder.** 

Hence  we  see  that  these  passa^  assert  as 
clearly  and  explicitly  as  it  is  possible  that  lan- 
guage can  do,  that  Credit  may  be  in  all  respects 
equivalent  to  money,  and  therefore  that  it  may 
be  Capital,  just  as  money  may, 

244.  Having  thus  laid  before  our  readers  these 
explicit  declarations  of  Say,  that  Credit  is  Wealth, 
we  will  now  place  before  them  the  passage  which 
has  been  the  foundation  of  such  an  immense  amount 
of  misconception.  He  says,  Trcati^  B IL,  c.  8 : — 
<^  On  sMmagme  quelquefois  qaele  Credit  multiplie 
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lescapitanx.  Cette  erreor  qui  se  tronve  fr^qnem- 
ment  reproduite  dans  une  fonle  d*ouvrages,  dont 
qnelques  unes  sont  m^mes  Merits  ex  professo  sur 
reconomie  politique,  suppose  nne  ignorance  abso- 
loe  de  la  nature  et  des  fonctions  des  capitanx. 
Un  caoital  est  toigours  une  valeur  tris-reeUe^  et 
fixee  dans  une  matiire;  car  les  produits  tmina- 
teriels  ne  sont  pas  susceptibles  cTaccumulatian,  Or 
un  produit  materiel  ne  saurait  Sire  en  deux  en* 
droits  a  lafois^  et  servir  a  deux  personnes  en  mime 
temps.  L^  constructions,  les  machines,  les  pro- 
visions, les  marchandises  qui  composent  mon  capi- 
tal, penvent  en  totalite  etre  des  valours  que  j  ai 
empront6es ;  dans  ce  cas,  j*exerce  une  Industrie 
avec  an  capital  qui  ne  m*apparcient  pas,  et  que 
je  lone;  mais,  k  conp  silr,  ce  capital  qne  j*emploi6 
n*est  pas  employ^  par  an  autre.  Celal  qui  me  le 
prdte  s*est  interdit  le  ponvoir  de  le  faire  travailler 
ailleurs.  Cent  personnes  penvent  m6rlter  la 
mdme  confiance  qne  moi ;  mais  ce  Credit,  cette 
confiance  merlt^e  ne  multiplie  pas  la  somme  des 
capitanx  disponibles;  elle  fait  senlement  qa*0]t 
garde  moins  de  capitanx  sans  les  faire  valoir,'* 

He  also  says  in  his  Cours  (Part  /.,  c.  9 J — 
*'  Le  mannfacturier  qui  achate  k  Credit  des  ma- 
ti^res  premises,  emprunte  k  son  vendeur  la  valeur 
de  ces  marchandises  pour  tout  le  temps  oik  ce  der- 
nier lui  fait  Credit;  et  cette  valeur  qu*on  lui 
prete,  lui  est  fonmie  en  marchandises  qni  sont  des 
valours  materielles. 

^^  Or,  si  Ton  ne  pent  prater  et  emprnnter  nne 
portion  de  Capital  qu*en  objets  effectift  et  mat^- 
riels,  que  devient  cette  maxlme  que  le  Credit 
multiplie  les  capitanx  f  Mon  Credit  peat  bien 
faire  que  je  dispNOse  d*nne  valeur  materielle  qa*aii 
capitaliste  a  mise  en  reserve;  mais  s*il  me  la 
prete,  il  faut  qu*il  demenre  priv^ ;  il  ne  peat  paa 
en  m^me  temps  la  prater  k  nne  autre  personne ; 
la  m^me  valeur  ne  sanrait  servir  deox  fois  en 
mdme  temps;  Tentreprenear  qui  emploi  cette 
valeur,  qui  la  consomme  pour  accomplir  son 
operation  productive,  empeche  qa*aucun  antre 
entrepreneur  puisse  Temployer  dans  la  sienne.** 

245.  We  have  now  to  remark  npon  the  extra, 
ordinary  self-contradictions  of  Sav.  He  tells  as 
expressly  that  instruments  of  Credit  have  an 
actual  value  in  respect  of  their  future  payment, 
and  that  they  may  be  made  to  have  precisely  the 
same  value  as  money  itself,  and  may  be  em« 
ployed  in  purchases  in  all  respects  exactly  in  the 
same  manner  that  money  may.  Now  this,  of 
course,  by  implication,  admits  that  they  may  be 
Capital,  because  money  is  only  used  as  Capital, 
by  being  employed  in  buying  and  selling. 

246.  Having  laid  this  down  as  clearly  as  can 
be,  we  have  now  to  see  how  Say  proceeds  to 
contradict  himself.  He  says,  in  the  passages  last 
quoted,  that  Capital  is  always  a  very  real  value 
fixed  in  a  matter  I  Why  he  himself  has  told  na 
that  there  is  incorporeal  Capital  not  fix^  In  any 
matt-er  whatever,  such  as  Copyright,  the  goodwill 
of  a  business,  &c.,  &c.  He  then  says  that  imma- 
terial products  are  not  capable  of  accnmnlatioa ! 
What  I  Cannot  a  man  be  possessed  of  £100,000 
of  Funded  Property  f  And  of  the  Copyrights  of 
Books,  &C.,  and  of  a  nnmber  of  BlUs  of  Ex- 
change ?  He  then  says  that  a  material  product 
cannot  be  in  two  places  at  once.  But  who  said 
it  could— except  Sir  Boyle  Roche,  the  famous 
Hibernian,— and  even  he  limited  this  power  to 
burds.     Neither,  however,  can  an   immaterial 
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product  be  in  two  places  at  once,  that  we  are 
aware  of;  so  that  it  makes  not  moch  difference  as 
to  its  capacity  of  being  in  two  places  at  once, 
whether  the  product  is  material  or  immaterial. 
He  says  that  the  material  merchandise  lent  can- 
not serve  two  persons  at  once.  No  one  said  it 
conld;  but  that  has  nothing  to  do  with  the 
question.  Because  it  is  not  the  merchandize 
which  is  the  Credit,  but  the  Debt  created  in  ex' 
change  for  the  merchandize^  which  is  a  valuable 
property  in  itself,  and  may  either  be  used  to  buy 
other  articles,  and  therefore  is  productive  Capital, 
or  else  it  may  be  discounted  by  a  banker,  and  the 
proceeds  used  in  the  same  manner. 

247.  But  Say  himself  calls  these  instruments 
of  Credit,  Capital.  In  his  Cows  (Partielll^  cA. 
xviii,)  he  says:— *^ Tout  particulier  pent  sous- 
crire  nn  billet  ordinaire,  et  le  donner  en  palement 
d*ttne  marchandise,  pourvu  <|ue  le  vendeur  con- 
sente  4  le  recevoir  comme  si  c*4tait  de  Targent. 
Ce  vendeur  k  son  tour,  s*il  est  acheteur  aune 
autre  marchandise,  pent  donner  le  mSme  bUlet 
en  paiement.  Le  second  acqudreur  pent  le  passer 
k  nn  troisitoe  dans  le  m^me  but.  YoillL  un  en- 
gagement qui  circule ;  11  sert  k  qui  vent  vendre ; 
il  sert  k  qui  vent  acheter;  il  remplit  Toffice  d*une 
Bomme  de  monnaie. 

**  La  valeur  d*une  signe  d6pend  de  la  valeur  de 
de  la  chose  signifi^e ;  mais  pour  que  cette  valeur 
soit  pr6cis^ment  aussi  grande  que  celle  de  la 
chose  dont  elle  est  la  i^gc,  il  faut  non-seulement 
que  le  paiement  du  billet  soit  indubitable,  mais 
qu*il  puisse  6tre  exig^  k  Tinstant.        *       * 

^'  Si  les  billets  de  confiance  peuvent  remplacer 
compl^tement  la  monnaie  m^tallique,  il  est  Evi- 
dent qu*une  banque  de  circulation  augmente 
v^ritablement  la  somme  des  richesses  nationales ; 
car  dans  ce  cas  la  richesse  m^taliique  devenant 
superflue  comme  agent  de  circulation,  et  conser- 
vant  n^anmoins  une  valeur  propre,  devient  une 
valeur  disponible,  et  pent  servir  k  d'autres  usages. 
Mais  comment  s^op^re  cette  substitution  ?  Quelles 
en  sont  les  homes  ?  Quelles  classes  de  la  soci^t^ 
font  leur  profit  de  Tlnter^t  des  nouveaux  fonds 
qfoutSs  aux  capitaux  de  la  nation  ? 

'*  A  mesure  qu'une  banque  met  see  billets  dans 
la  circulation  et  que  le  public  consent  k  les  re- 
cevoir sur  le  m^me  pied  que  la  monnue  m^tal- 
lique,  le  nombre  des  unites  mon^taires  augmente. 
*  *  Les  personnes  aui  font  la  speculation 
d*envoyer  des  monnaies  metalliques  dans  T^tranger, 
apr^s  les  y  avoir  vendues,  ou  les  avoir  employees 
k  des  achats  de  marchandises,  out  soin  de  se  faire 
adresser  T^quivalent  de  leurs  achats.  Ce  sont  \k 
des  richesses  reelles  des  valeurs  cg'outies  k  nos 
capitaux,  des  valeurs  sur  lesquelles  pent  s*exercer 
notre  Industrie,  et  que  notre  Industrie  r^tablit  k 
mesure  qu*elle  les  consomme,  pour  foumir  des 
avances  k  une  production  nouvelle.  Nous  avons 
des  capitaux  de  plus^  et  la  valeur  capitale  qui 
servait  auparavant  aux  besoins  de  notre  circula- 
tion, n'est  pas  moindre,  puisqu*eUe  est  remplacee 
chez  nous  par  un  signe  repr^sentatif  qui  en  tient 
lieu  parfaitement 

^^11  ne  fiint  pas  pourtant  paaqu*on  s'imagine 
que  la  valeur  retiree  de  la  somme  des  monnaies 
et  2uout4e  k  la  somme  des  capitaux-marchandlses. 
^gale  la  somme  des  billets  en  Amission.  Ceux-ci 
ne  repr^ntent  la  monnaie  qu^autant  qu*on  est 
toujours  en  mesure  de  les  payer  k  bureau  ouvert; 
et  pour  cela,  la  banque  est  obligee  de  garder  dans 


sea  coiBres,  et  par  consequent  de  retirer  de  la  cir- 
culation une  somme  quelconqne  de  Bnmenure. 
Si,  par  supposition,  eUe  met  dans  la  circnlatka 
pour  cent  millions  de  billets,  elle  retirera  peat- 
etre  40  millions  d  'esp^ces,  qu*elle  mettra  en  re- 
serve peur  fEtire  face  aux  renoibonraemens  qui 
pourraient  lui  ^tre  ^ventaellement  demanded 
Or,  si  elle  ajoute  k  la  quantite  de  moonaie  en  tar- 
culation,  100  millions,  et  si  elle  en  retire  40  de 
la  circulation,  c'est  comme  si  elle  en  ajootait 
settlement  60. 

"Nous  devons  k  present  d6sirer  de  savDir 
quelle  chisse  de  la  soci^t^  jooit  de  Fosage  de  ce 
NOUVEAU  CAPITAL.- 

Say  then  goes  on  to  explain  ham  this  nem 
capital  is  employed,  and  who  reaps  the  profit 
of^it. 

Thus,  J.  B.  Say,  who  is  supposed  to  be  tlie 
Economist  par  excellence^  who  has  proved  tlut 
those  writers  who  maintain  that  Credit  is  Capital, 
are  such  poor  muddle-headed  creatares  as  to 
think  that  the  same  thing  can  be  in  two  places  at 
once,  himself  expressly  declares  that  cTrEDIT 
IS  CAPITAL  1 1 1 

On  ike  Opinion  of  Mr.  J.  S,  MSI  on  the  smkjecl 

of  Cr  edit 

248.  Turgot,  we  have  seen  above,  was  tfae 
writer  who  started  the  erroneous  notion  that 
Credit  was  the  transfer  of  something;  and  J.  R 
Say  extended  this  error  by  saying  that  oedit 
could  not  multiply  capital,  because  the  same 
thing  could  not  be  in  two  places  at  once.  These 
two  sentences  have  been  repeated  by  a  multitude 
of  unthinking  writers  in  France  and  £ngland, 
from  that  day  to  this.  The  number  of  writers 
who  have  reiterated  these  absurdities  is  ao  great 
that  we  cannot  afford  room  to  examine  them  all 
We  have  only  room  to  examine  what  Mr.  J.  S. 
Mill  has  said,  and  to  see  whether  he  Is  more  con- 
sistent with  himself  than  Say. 

We  have  shown  under  Wba.lth»  and  Mill, 
J.  S.,  the  unstead^r  conception  which  Mr,  Mill 
has  of  the  definition  of  Wbalth.  At  p.  8, 
Vol.  I^  he  says—'*  Everything  forms,  therefore,  a 
part  of  Wealth,  which  has  a  power  of  parchaa- 
ing.**  And — ^  Money  being  the  instrnment  of  an 
important  public  and  private  purpose,  is  rightlv 
regarded  as  Wealth ;  but  everything  else  which 
serves  any  human  purpose,  and  which  nature 
does  not  affoi'd  gratuitously,  is  Wealth  also."* 
Here,  therefore,  are  propositions  of  the  widest 
generality,  which  assert  that  whatever  can  be 
bought  and  sold,  no  matter  what  its  nature  be,  is 
Wealth.  Consequently  if  Bank  Notes,  Bills  of 
Exchange,  &c.— or  Credit— can  be  bought  and 
sold,  they  are  Wealth,  by  the  very  force  of  the 
definition. 

249.  Let  us  now  turn  to  Mr.  Mill's  defini- 
tion of  Capital.  He  tells  us,  B.  I.,  c.  iv., 
that  money  may  be  productive  capital  by  being 
exchanged  for  other  things,  and  tnat  AHTTHmq 
which  is  susceptible  of  being  exchanged  for  other 
things  is  capable  of  contributing  to  prodnction 
in  the  same  decree.  That  is  to  say,  without  in- 
quiring here  what  is  meant  by  production,  he 
says  wat  money  may  be  productive  capital  bj 
bcujig  used  in  a  certain  way,  and  that  anything 
which  may  be  used  in  a  similar  way  may  be  pro- 
ductive Capital  as  much  as  money.  Now  it  is 
perfectly  well  known  that  Bank  Notes,  Bills  of 
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Exchange,  ftc—or  Credit— may  be,  and,  are  ex- 
changed for  other  things  jnst  as  money  is.  Hence 
this  sentence  expressly  implies  that  Credit  may 
be  prodnctive  Capital  just  as  much  as  money. 

250.  Thns  we  see  that  Mr.  Mill  has  already  by 
implication  admitted  that  Credit  may  be  Capital. 
And  this  doctrine  we  shall  find  he  still  more  ex- 
plicitly states  when  he  speaks  of  Credit  itself. 
Chap  xi.,  B.  III.,  is  headed,  *<  Of  Credit,  as  a  snb- 
Btitnte  for  money.**  Now  we  observe  that  if  one 
thing  is  to  be  a  snbstitnte  for  another,  it  must  be 
of  the  same  general  nature.  Not  so  high,  or  ex- 
cellent in  degree,  perhaps,  bnt  still  it  most  be  of 
the  same  kind.  Things  of  totally  different  natures 
cannot  be  substituted  for  each  other.  Thus,  for 
instance,  if  a  man  cannot  get  xxx  ale  he  may  have 
to  put  up  with  swipes  as  a  substitute.  But  a  pair 
of  shoes  could  never  be  a  substUute  for  a  glass  of 
ale.  If,  therefore,  Credit  is  to  be  a  substitute  for 
money,  it  must  be  of  the  same  general  nature  as 
money.  Now  money,  as  every  one  knows,  is 
separate  and  independent  exchangeable  property, 
and  consequently  Credit  must  be  so  also.  Money, 
if  used  in  a  certain  way,  is  Capital ;  Credit  must 
also  be  capable  of  being  used  as  Capital  as  well. 
If  money,  therefore,  is  capable  of  being  productive 
Capital,  Credit  must  be  so  likewise. 

25 1 .  Passing  over  the  be^nning  of  this  chapter, 
to  which  we  shall  revert,  Mr.  MUl  says  in  ^  3,^ 
^^For  Credit,  though  it  is  not  productive  power,  is 
purchasing  power.**  Now  here  is  a  striking  con- 
tradiction already  to  what  he  had  said  before. 
For  in  B.  I.,  as  we  have  already  shewn,  he  says 
that  anything  which  has  power  of  purchase  is 
Wealth.  Here  he  admits  that  Credit  is  pur- 
chasing power,  and  therefore,  by  his  own  shewing, 
if  it  IB  purchasing  power,  it  is  Wealth ;  and  if  it  is 
Wealth,  it  may,  by  his  own  admission,  be  produc- 
tive Capital. 

252.  In  §  5,  he  says,  that  a  form  <*id  which 
credit  is  employed  as  a  substitute  for  currency  is 
that  of  promissory  notes.**  In  §  6,  he  says,  another 
mode  ^*  of  making  credit  answer  the  purposes  of 
money,  by  which,  when  carried  &r  enough,  money 
may  be  very  completely  superseded,  consists  in 
making  payments  by  cheques.*'  Here  we  see 
that  he  expressly  calls  the  Promissory  Note  and 
the  Cheque,  the  Credit. 

253.  In  the  next  chapter,  xii.,  we  shall  see  that 
he  expressly  allows  that  these  instruments  of  Credit 
are  independent  exchangeable  property,  and  valu- 
able things.  He  says,  §  I — *^  An  order^  or  note  of 
hand^  or  bill  payable  at  eighty  for  an  ounce  of  |^ola, 
while  the  credit  is  unimpaired,  is  worth  neither 
more  nor  less  than  the  gold  itself;  **  and,  **  But  we 
hove  now  found  that  there  are  other  things,  such  as 
bank  notes,  bills  of  exchange,  and  cheques,  which 
circulate  as  money,  and  perform  au.  the  functions 
of  it.**  Now  here  is  an  explicit  declaration  that 
Credit  performs  aix  the  functions  of  money,  and 
therefore  as  one  of  the  functions  of  money  is  to  be 
productive  Capitaly  it  follows  that  Credit  may 
also  be  productive  Capital. 

254.  in  §  2  of  the  same  chapter,  he  says,  that 
a  man  '*  may  make  purchases  with  money  which 
he  only  expects  to  have,  or  even  only  pretends  to 
expect.  He  may  obtain  goods  in  return  for  his 
acceptance  payable  at  a  niture  time,  or  on  his 
note  of  hand,  or  on  a  simple  book  credit,  that  is, 
on  a  mere  promise  to  pay.  All  these  purchases 
have  exactly  the  same  effect  on  price,  as  if  they 


were  made  with  ready  money.    The  amount  of 
purchasing  power  which  a  person  can  exercise, 
IS  composed  of  all  the  money  in  his  possession, 
and  due  to  him.  Aim  op  axl  his  Cbbdit."  **  He 
creates  a  demand  for  the  article  to  the  fhll  amount 
of  his  money  and  Cbbdit  taken  together^  and 
raises  the  price  proportionably  to  both.**    In  §  3, 
he  says — ^  The  incbnation  of  the  mercantile  pub- 
lic to  increase  their  demand  for  commodities  by 
making  use  of  all  or  much  of  tbeur  credit  as  a  pur- 
chasing power."    In  §  4—"  The  banker's  credit 
with  the  public  at  large,  coined  into  notes,  as 
bullion  is  coined  into  pieces  of  money  to  make  it 
portable  and  divisible,  is  eo  much  purchasing 
power  suPBBADBBD,  iu  the  hands  of  every  suc- 
cessive holder,  to  that  which  he  may  derive  from 
his  own  credit  *  *  Credit,  in  short,  has  exactly 
the  same  purchasing^  power  with  money ;  and  as 
money  tells  upon  prices  not  simply  in  proportion 
to  its  amount,  but  to  its  amount  multiplied  by 
the  number  of  times  it  changes  hands,  so  also 
does  credit ;  and  credit  transferable  from  hand  to 
hand  is  in  that  proportion  more  potent  than  credit 
which  only  performs  one  purchase.** 

255.  In  §  5,  he  says — '*  Since,  then,  credit  in 
the  form  of  bank  notes  is  a  more  potent  instrument 
for  raising  prices  than  book  credits — *  *  If  we 
consider  the  proportion  which  the  utmost  increase 
of  bank  notes  in  a  period  of  speculation  bears,  I 
do  not  say  to  the  whole  mass  of  credit  in  the 
country,  but  to  the  bills  of  exchange  aJone,  the 
average  amount  of  bills  in  existence  at  any  one 
time  is  supposed  considerably  to  exceed  a  hundred 
millions  sterling.  The  Bank  Note  circulation  of 
Great  Britain  and  Ireland  is  less  than  thirty-five 
millions,  and  the  increase  in  speculative  periods 
at  most  two  or  three.**  And  as  a  note  to  this 
passage,  Mr.  Mill  nves  a  table  of  the  bills  sup- 
posed to  be  created  in  several  years,  the  last  of 
which  is  1839,  when  the  bills  supposed  to  be 
qreated  amounted  to  £528,493,842.  in  ch.  xlii,  he 
says — ^^  After  experience  had  shewn  that  pieces 
of  paper  of  no  intrinsic  value,  by  merely  bearing 
upon  them  the  written  profession  of  being  equi- 
valent to  a  certain  number  of  francs,  dollars,  or 
pounds,  could  be  made  to  circulate  as  such,  and 
to  produce  all  the  benefit  to  the  issuers  which 
could  have  been  produced  by  the  coins  which 
they  purported  to  represent — *^ 

256.  JN'ow,  from  these  extracts  from  Mr.  Mill*8 
work,  our  readers  will  clearly  perceive  that  he 
expressly  asserts,  as  positivdy  as  it  is  possible 
that  language  can  do,  that  Credit  is  independent, 
exchangeable  property  like  any  other.  That  it 
is  cumulative  property  to  money  and  commodities, 
and  that  it  may  be  dealt  with  precisely  in  the 
same  manner  as  money,  and  may  produce  all  the 
effects  of  money.  Now,  as  this  Credit  is  nothing 
but  circulating  debts,  it  follows  clearly  from  Mr. 
Miirs  own  a£nission,  that  Dxbts  are  Wbalth. 
All  this  is  in  exact  acccnrdance  with  the  doctrines 
laid  down  in  the  preceding  sections  of  this 
treatise. 

257.  In  B.  m.,  chap,  xxli,  he  is  equally  ex- 
plicit— ^^^The  same  effects  which  would  thus  arise 
from  the  discovery  of  a  treasure  accompany  the 
process  by  which  bank  notes,  or  any  of  the  other 
substitutes  for  money,  take  the  place  of  the  pre- 
cious metals.**—**  The  value  saved  to  the  com- 
munity by  thus  dispensing  with  metallic  money, 
is  a  clear  gain  to  those  who  provide  the  substitute. 

MM  2 


612 


CREDIT. 


CBKDIT. 


Th^  bare  the  use  of  20  millions  of  circulating 
medmm,  which  have  cost  them  onlj  the  expense 
of  an  engraver's  plate.  If  they  employ  this  ac- 
cession to  their  fortunes  as  PRODUCTIVE 
CAPITAL,  the  prodnce  of  the  country  is  in- 
creased and  the  community  benefited  as  much  as 
by  any  other  CAPITAL  of  equal  amount.  ♦  ♦ 
When  paper  currency  is  supplied,  as  in  our  own 
country,  by  bankers  and  banking  companies,  the 
amount  is  almost  wholly  turned  mto  PRODUC- 
TIVE CAPITAL.  •  •  A  banker's  profession 
being  that  of  a  money  lender,  his  issue  of  NOTES 
is  a  simple  extension  of  his  ordinary  occupation, 
lie  lends  the  amount  to  farmers,  manufacturers, 
or  dealers,  who  employ  it  in  their  several  busi- 
nesses. So  employed,  it  yields,  like  anv  other 
CAPITAL,  waffes  of  labor,  and  profits  of  stock. 
The  profit  is  shared  between  tne  banker,  who 
receives  interest,  and  a  succession  of  borrowers, 
mostly  for  short  periods,  who,  after  paying  the 
interest,  gain  a  profit  in  addition,  or  a  convenience 
equivalent  to  profit.  The  CAPITAL  itself  in 
the  long  run  becomes  entirely  wages,  and  when 
replaced  by  the  sale  of  the  prodnce  becomes  wages 
again;  thus  affordiuff  a  perpetual  fund  of  the 
value  of  20  millions  mr  the  maintenance  of  pro- 
ductive labor,  and  increasing  the  annual  produce 
of  the  country  by  all  that  can  be  produced  through 
means  of  a  CAPITAL  of  that  value.'* 

258.  Thus  our  readers  will  perceive  from  the 
former  extracts  that  we  laid  before  them,  that 
Mr.  Mill  expressly  stated  that  Credit  was  inde- 
pendent exchangeable  property,  whether  em- 
bodied in  the  forms  of  if  otes,  Bills,  Bank  debts, 
or  anv  other  form,  which  was  capable  of  perform- 
ing all  the  functions  of  money,  and  therefore  bv 
implication  capable  of  being  employed  as  capital. 
But  in  the  last  preceding  extracts  he  expressly 
calls  bank  notes — which  are  Credit — ^Pboductivb 
Capital. 

259.  We  think  we  have  shewn  onr  readers  as 
clearly  as  it  can  be  done,  that  Mr.  Mill  asserts 
that  Credit  is  Capital.  And  yet  will  they  believe 
that  he  not  only  denies  that  Credit  is  Capital,  but 
sneers  at  the  imbecility  of  those  who  think  it  is  I 

In  B.  III.,  chap,  xix  which  we  have  already 
quoted  from,  the  heading  of  the  chapter  is,  as  we 
said,  *^  Of  Credit,  as  asubstitute  for  money,**  which 
clearly  affirms  that  Credit  is  exchangeable  pro- 
perty like  money;  he  says,— *^ The  functions  of 
Credit  have  been  a  subject  of  as  much  misunder- 
standing, and  as  much  confusion  of  ideas,  as  any 
single  topic  in  Political  Economy. 

"As  a  specimen  of  the  confused  notions 
entertdned  respecting  the  nature  of  Credit,  we 
may  advert  to  the  exaggerated  language  so  often 
used  respecting  its  national  importance.  Credit 
has  a  great,  but  not  as  many  people  seem  to 
suppose,  a  magical  power ;  it  cannot  make  some- 
thing out  of  nothing  [Who  said  it  could  f  ]  How 
often  is  an  extension  of  Credit  talked  of  as  eqmva" 
lent  to  a  creation  of  Capital,  or  as  if  Credit 
aetualhf  were  capital  HI  tWhy  I  Who  has  said 
more  distinctly  than  Mr.  Mill  himself  that  Credit 
is  Capital  P  The  veiy  object  of  the  whole  of  the 
preceding  extracts  is  to  shew  that  Credit  is 
Capital  !j  It  seems  strange  tiiat  there  should  be 
any  neea  to  point  out  that  credit  being  only  the 
permission  to  use  the  capital  of  another  person! / 
the  means  of  production  cannot  be  increased  by 
it,  but  only  transferred.    If  the  borrower's  means 


of  production,  and  of  employing  labor  are  in- 
creased by  the  credit  given  him,  the  lender's  an 
as  much  diminished.  The  same  sum  cannot  be 
used  as  capital  both  by  the  own^,  and  also  by 
the  person  to  whom  it  is  lent,  it  cannot  supply 
its  full  value  as  wages,  tools,  and  materials,  to  two 
sets  of  laborers  at  once.  It  is  true  that  the 
Capitid  which  A  has  borrowed  from  B,  and 
makes  use  of  in  his  business,  still  fornia  fKUt  d 
the  wealth  of  B  for  other  purposes;  he  can  enter 
into  engagements  in  reliance  on  it,  and  can  even 
borrow,  when  needful,  an  equivalent  sum  on  the 
security  of  it;  so  that  to  a  superficial  eye  it  mi^ 
seem  as  if  both  B  and  A  had  the  use  of  it  at  once. 
But  the  smallest  consideration  will  shew  that 
when  B  has  parted  with  his  capital  to  A,  the 
use  of  it  as  capital  reals  with  A  alone,  and  that 
B  has  no  other  service  from  it  than  in  so  far  as 
his  ultimate  claim  upon  it  serves  him  to  obtabi 
another  capital  from  a  third  person  C.  All  capital 
(not  his  own)  of  which  any  person  has  really  the 
use,  is  and  must  be,  so  much  substracted  from 
some  one  else. 

"But  though  Credit  is  never  anything  more 
than  a  TaANsna  of  Capital  from  hand  to  hand.* 

260.  Our  readers  cannot  fau  to  see  the  astonish- 
ing confusion  of  ideas  on  the  subject  of  Oedit  in 
the  above  extracts.  In  the  first  set  Mr.  Mill  sees 
cleai'ly  that  Credit  is  the  Promise  to  pm^  which 
he  over  and  over  again  says  is  independent  ex- 
changeable property,  of  the  value  of  money,  which 
may  be  used  in  all  respects  like  money  and  per- 
form <dl  its  ftmctions.  And  therefore  it  may  be 
Capital  as  well  as  money. 

Mr.  Mill  says  that  the  Capital  (t. «.,  the  goods^ 
which  A  has  sold  on  credit  to  B,  are  so  much 
subtracted  from  his  property,  and  cannot  be  used 
by  him  as  well  as  by  B.  But  he  whoUy  forgets 
that  in  exchange  for  those  goods,  A  receives  B*8 
^  promise  to  pay,*'  which  is  a  debt,  and  in  fact  is 
the  credit.  And  this  debt  is  exdiangeable  pro- 
perty, with  which  he  can  either  purchase  new 
goods  to  replace  those  he  has  sold  to  B,  or  he  can 
sell  it  to  his  banker,  and  receive  a  bank  credit, 
with  which  he  can  purchase  fresh  goods,  just  the 
same  as  he  could  with  money. 

Li  the  second  extract  Mr.  Mill  has  changed  his 
conception  of  Credit  from  being  a  Promise  to  pay, 
or  a  Debt,  to  its  being  the  Transfer  of  Capital !  ! 

Now  we  ask — ^Is  a  Bank  Note  the  transfer  of  a 
commodity  P  Is  a  guinea  the  sale  of  a  book  ?  Is 
a  piece  of  independent  property  the  transfer  <^ 
something  elseP  Is  a  table  the  transfer  of  a 
chair  P  Is  an  independent  quantity  of'^any  sort 
whatever  an  operation  f 

Mr.  Mill  informs  us  that  Credit  cannot  make 
something  out  of  nothing.  Who  said  it  conld? 
Can  a  guinea  make  something  out  of  noUiingP 
It  is  not  Credit  that  makes  something  ont  (A 
nothing;  but  it  is  Credit  itself  which  is  a  valnable 
property,  which  is  created  out  of  nothing  by  the 
consent  of  the  wills  of  persons,  and  which  by  the 
reiterated  acknowledgments  of  Say  and  Mill  is 
capable  of  performing  aU  the  functions  of  money. 
Now  money  becomes  Capital  by  their  own  ad- 
mission, by  being  exchanged  for  other  things,  or 
by  circulating  other  things.  Credit  may  be 
Capital  in  precisely  the  same  way. 

261.  Moreover,  we  see  how  completely  Mr. 
Mill  is  in  error  when  he  says  that  Credit  is  never 
anything  more  than  the  tnuosfer  of  CapitaL    It  is 
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wholly  nntnie  that  Credit  is  always  created  in 
exchai^e  for  commodities.  As  we  have  shewn 
under  Bank,  all  profitable  banking  business  con- 
sists in  buying  debts  by  creating  other  debts. 
That  is,  Credit  is  created  to  purchase  Credit. 

After  this  exposition  our  readers  will  perhaps 
think  that  Mr.  Mill  is  not  exactly  the  person  to 
sneer  at  others  for  their  confused  notions  about 
Credit,  though  his  own  work  is  a  striking  example 
of  the  misunderstanding  and  confusion  of  ideas 
which  he  says  prevails  upon  the  subject.  And 
many  may  wonder,  perhaps,  at  a  logician,  who  is 
unable  to  perceive  the  difference  l^tween  an  in- 
dependent quantity  and  a  sale  of  goods. 

262.  Having  thus  demonstrated  the  confhsion 
of  ideas  of  J.  B.  Say  and  Mr.  Mill  on  the  subject 
of  Credit,  it  is  scarcely  worth  while  to  quote  from 
other  writers  who  have  faUen  into  exactly  the 
same  confusion.  We  have  seen  in  §  92,  93,  94, 
that  Bastiat,  Mr.  M'CuUoch,  and  Mr.  Gilbart  have 
all  declared  Credit  to  be  productive  capital.  But 
in  other  places  these  writers  have  all  denied  that 
Credit  is  Capital.  Bastiat,  in  his  Ce  ou^an  voit^ 
et  ce  qu*on  ne  voitpa* ;  §  up..  Credit;  Mr.  M*Cul- 
loch  in  his  Commercial  Dictionary ,  Art  Credit; 
and  Mr.  Gilbart  in  his  Loffic  of  Bankings  p.  278, 
all  deny  that  Credit  is  Capital,  the  two  former 
going  in  the  same  fallacy  as  that  of  Say  and  Mr. 
Mill  conceiving  Credit  to  be  an  operation. 

On  the  Opinion  o/M,  CieszAowski  on  the  Nature 

of  Credit. 

263.  We  have  now  to  notice  a  conception  of 
Credit  which  was,  we  believe,  started  by  Count 
Cieszkowski  in  his  treatise,  Du  CrSdit  et  dp  la 
Circulation  (Cibszkowski^,  which  is  founded  on  a 
misconception  of  the  distinct  nature  of  Bjlls  of 
Lading,  Dock  Warrants  and  Bank  Notes,  Bills  of 
Exchange,  and,  which  is  fully  explained  in  §  4 
of  this  article.  Count  Cieszkowski,  seeing  that 
Bills  of  Lading  and  Bills  of  Exchange  both  circu- 
late in  commerce  by  indorsement,  has  drawn  the 
folse  conclusion  that  they  are  both  of  the  same 
nature,  and  defines  credit  to  be  the  transformation 
of  fixed  capital  into  circulating  capital. 

264.  The  fallacy  of  this  doctrine  is  so  instantly 
apparent  to  any  one  having  the  slightest  know- 
ledge of  law  and  commerce,  that  it  would  be 
scarcely  worth  while  to  notice  it,  only  that  it  has 
obtained  acceptance,  in  a  moment  of  oblivion, 
from  otherwise  excellent  Economists,  and  is  thus 
calculated  to  lead  to  serious  consequences ;  for  it 
is,  in  fact,  no  other  than  a  revival  of  Lawism. 
llius  M.  Joseph  Gamier,  in  his  JSUmens  de 
VEconomie  Politique^  c.  xlx.,  treating  of  Credit, 
says,  that  there  are  three  definitions  of  it.  Firet^ 
that  Credit  is  the  power  of  borrowing ;  eecondly^ 
that  it  is  an  anticipation  of  the  future.  Both  of 
these  definitions  he  rejects,  and  then  he  quotes  as 
a  third  definition,  '^  Le  Cr^it  est  la  transforma- 
tion des  capitaux  fixU  et  bnqaobs  en  capitaux 
circulants  ou  dsgagbs. 

**C*est  la  definition  que  propose  M.  Ciesz- 
kowski dans  son  remarquable  livre  sur  la  circula- 
tion et  le  credit,  que  Ton  comprendra  bien  en  se 
reportant  k  la  division  qu*Adam  Smith  a  faite 
des  capitaux,  et  qui  nous  semble  heureusement 
formulae.  Elle  traduit  bien  le  r61e  des  institu- 
tions du  credit ;  elle  comprend,  complete  et  rectifie 
les  notions  que  laissent  dans  I'esprit  les  deux 


antres  definitions  qui  ont  souvent  conduit  k  dea 
consequences  fkusses  et  dangereuses.** 

265.  After  quoting  some  passages  fh>m  MM. 
Cieszkowski  and  Chevalier,  regudiuR  the  effects 
of  Credit,  M.  Gamier  proceeds— ''Mais  il  s*en 
faut  qu*en  constatant  les  avantages  et  les  effete 
du  credit  on  se  soit  tonjours  tenu  en  dehors  do 
rillusion.  De  ce  que  le  credit  met  en  circulaticMi 
des  valeurs  fix^es,  engagees ;  de  ce  qu*il  &it  passer 
entre  les  mains  des  travailleurs,  qui  les  rendent 
prodnctifs  des  capitaux  restant  oisiib  et  infiruc- 
tueux  entre  les  mains  de  leurs  possesseurs,  on  a 
ete  conduit  k  cette  proposition  fcconde  en  abus,  si 
on  la  prend  an  pied  de  la  lettre  que  le  eridii 
multiplie  lee  capitaux,  II  y  a  bien  nne  chose  que 
le  credit  multiplie,  c'est  Taction,  c*est  la  force, 
c*e8t  la  f6condite  du  capital,  qui  d*abord  engage 
on  oisif,  prend  les  caract^res  et  les  fonctions  da 
capital  circulant ;  devient,  dans  ce  dernier  cas, 
positif  de  neutre  qu*il  ^tait,  et,  dans  le  premier  cas, 
acquiert  une  action  de  plus.  Taction  du  capital 
roulant  qu*il  cumule  avec  celle  du  capital  engage* 
Mais  cette  transformation  en  am^llorant  Tinstra- 
ment,  n'en  a  fait  nl  deux  ou  trois  instruments ;  en 
un  mot,  elle  n'a  multiplie  le  capital.  Quand  on 
empranteur  iouit  de  ce  qu'il  n*avait  pas  le  pr^tenr 
en  est  prive ;  quand  un  escompte  est  ^ectn^,  il 
n*y  a  que  les  rdles  qui  sont  changes ;  celni  qai 
avait  Teffet  de  commerce  Ta  donn^  centre  aes 
esp^ces ;  celui  qui  avait  des  esp^ces  les  adonn^es 
centre  des  esp^ces;  celui  qui  avait  des  esp^ces 
les  a  donn^es  contre  Teffet.  II  peut  se  faire  que 
celui-ci  tire  un  meilleur  parti  de  Teffet,  et  celui- 
Ik  un  meilleur  parti  des  esp^ces;  mais  en 
definitive,  il  n*y  a  rien  Ik  qui  ressemble  k  la 
multiplication  dans  le  sens  littdral  du  mot 

^  En  disant  one  le  credit  multiplie  les  capitaux, 
on  fait  d'abord  une  figure  de  rh6toriqne.  Cette 
figure  est  ensuite  prise  an  pied  de  la  lettre,  et  on 
est  conduit  k  penser  qu*en  errant  des  signes  de 
valeurs,  des  engagements,  des  papiers  de  com- 
merce, on  cree  aussi  les  valeurs  reelles  corres- 
pondantes,  an  lieu  de  voir  que  ces  derai^res  ne 
sont  detenues  en  ^change  que  par  une  verittible 
tromperie,  on  pense  qu^en  engageant  un  avenir 
incertain  on  cr^e  un  capital  futur,  an  lieu  de  voir 
que  ce  capital  n'est  encore  qu*une  espdrance  ou 
une  illusion.*' 

266.  We  see  in  this  passage  the  repetition  of  a 
phrase  originated  by  J.  B.  Say.  He  exclaims 
against  the  fallacy  that  credit  multiplies  capital. 
But  no  one  says  that  credit  multipliee  capital. 
Credit  itself  is  capital.  Every  one  allows  that 
money  may  be  capital.  No  one  says  that  money 
multiplies  capital.  All  that  is  said  is,  that  monev 
being  used  in  a  certain  way  is  capital.  Money  is 
used  to  promote  circulation  in  commerce ;  credit 
is  used  precisely  in  the  same  way.  M.  Gamier 
himself  admits  that  credit  multiplies  movement. 
That  is  all  that  money  does.  Besides,  M.  Gamier 
himself,  while  protesting  against  the  doctrine  that 
credit  multiplies  capita^  goes  as  near  saying  so  as 
it  is  possible  to  do.  For  speaking  of  banks  of  issue 
he  says  **Les  banques  de  depot  ne  pouvaient 
operer  que  sur  une  masse  de  certificate  on  de 
billets  egale  an  montant  des  valeurs  deposees, 
tandis  que  les  banques  de  circulation  peuvent 
emettre  de  biUets  pour  une  valeur  double,  triple,  et 
quadmple,  &c.,  du  montant  esp^ces  qui  composent 
leur  encaisse.  Ainsi  une  banque  de  circulation 
beneficie  les  escomptes  sur  les  billets  et  les  lettres 
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de  change  dn  commerce  eomme  el  elle  avait  tm 
capUtd  triple  et  awctdrupUr  Thus  we  see  that  M. 
Garnier  says  that  the  power  of  iasaliig  notes, 
which  are  Credit,  is  just  the  same  as  if  the 
l>anker*8  capital  were  tripled  or  qaadrapled. 
Snrelj  that  is  very  like  saying  that  Credit 
mnltiplies  capital^  at  all  events,  it  is  a  clear 
acknowledgment  that  Credit  is  Capital. 

267.  M.  Gamier  then  describes  the  Docks  and 
Dock  Warrants,  which  are  transferable  by  en* 
dorsement,  and  hesays-^*^  Par  ce  proc^d^  simple 
et  fecond,  les  marchandises  sont  echang^es  ayec 
la  m^me  facility  qne  les  effets  de  commerce;  nn 
capital  immense  est  mobilise,  en  m^me  temps  qne 
les  frais  de  manutention,  d'administration  et  de 
commerce  sont  r^duits  pour  la  plus  grande  com- 
modity des  n^gociants  et  an  grand  avaiitage  dn 
consommatenr. 

^  On  Yoit  qne  le  warrant  est  anx  marchandises 
d^pos^es  dans  les  docks  ce  qne  les  certificats  de 
d^pot  forent,  dans  Torigin^  aox  monnaies  confis 
anx  Banqnes  de  d^p6t.*' 

Here  we  have  the  root  of  this  specions  fallacy. 
The  Bank  certificates  issued  by  the  early  Banks 
of  Deposit  were  similar  to  Dock  Warrants  in  this 
respect,  that  they  were  not  multiplied  beyond  the 
amount  of  the  bullion  deposited.  But  they 
differed  in  this  that  they  were  not  specifically 
«)propriated  to  any  particular  quantity  of  bullion. 
This  distinction,  which  would  not  be  of  much 
practical  importance  so  long  as  the  method  of 
doing  business  by  the  early  Banks  of  Deposit  was 
adhered  to,  becomes  of  vital  importance  when 
Banks  began  to  discount  bills  by  their  own  notes, 
or  granting  credits,  and  is  in  fact  at  the  root  of 
the  currency  question.  The  fundamental  differ- 
ence between  Dock  Warehouses  and  Banks  is  that 
in  the  former,  the  goods  deposited  do  not  belong 
to  the  Warehouseman,  and  he  cannot  make  a 
profit  by  using  them.  The  money  deposited  by  a 
banker  belongs  to  him,  and  he  may  trade  with  it 
and  make  a  profit  of  it.  Hence  the  promise  to 
pay,  or,  his  debt,  is  independent  of  any  particular 
sum  of  money,  and  by  the  principle  we  laid  down 
at  the  commencement  of  this  article,  that  every- 
tliing  which  circulates  separately  is  separate 
property,  and  an  Economic  Quantity,  both  the 
money  deposited  with  the  bauker  and  his  promise 
to  pay  it  may  circulate  independently^  as  separate 
property.  The  fundamental  distinction  between 
the  two  classes  of  paper  documents  is,  that  Dock 
Warrants  are  always  bound  to,  and  mere  titles  to 
certain  goods ;  inatrumeniB  of  Credit  are  always 
severed  from  money. 

The  only  real  difficulty  which  embarrasses 
writers,  not  familiar  with  Law  and  Commerce,  is  in 
conceiving  and  holding  fast  the  conception  that  a 
debt  is  an  article  of  property.  When  M.  Garnier 
says  that  people  are  apt  to  think  that  when  they 
create  engagements  or  promises  to  pay  they  are 
creating  the  real  corresponding  values,  we  can 
only  say  that  they  must  be  very  loose  thinkers 
indeed  who  think  that.  We  do  not  suppose  that 
many  would  think,  when  they  gave  their  promise 
to  pay,  that  they  were  thereby  creating  the  money 
to  pay  it  with.  The  whole  doctrine  of  Credit  being 
Capital  is  contained  in  this,  that  any  independent 
exchangable  quantity  whatever  may  be  used  as 
Capital.  Credit  or  adebt,  &c,  is  exchangeablepro- 
perty,  and,  in  fact,  under  different  forms  of  Bank 
Notes,  BUls,  Book  debts,  is  exchanged  for  other 


things  in  commerce  just  like  money,  and  iSyiafiKt, 
a  substitute  for  money,  and  hence  it  maj  be  used 
as  Capital  as  well  as  money. 


On  ike  Opinion  of  eome 

the  nature  of  Credit^  or  DebU. 

268.  Having  thos  shewn  the  eontradietory  mo- 
tions of  some  Economists  on  the  subject  of  Credit, 
we  may  as  well  examine  what  some  Tcry  distio- 
fndshed  mathematicians  have  said  about  debte,  cr 
Credit  We  have  seen  that,  among  others,  Mae- 
lanrin,  Enler,  Peacock,  and  De  Morgan,  all 
admit  debts,  or  Credit,  to  be  Negative  Q^nrnkiiee, 
The  only  real  difficulty  consists  in  p;iviiig  the 
proper  interpretation  to  the  Negative  sign.  Enler 
and  Peacock,  in  the  extracts  given  above,  treat  it 
as  a  sign  of  subtraction.  But  if  these  distiB- 
guished  writers  had  reflected  on  the  general 
analogy  of  Physical  Science,  i^ej  would  at  once 
have  seen  that  Negative  Quantities  in  Natnnl 
Philosophy  are  not  subtractions  from  positiTc 
ones,  but  Independent  Quantities  additi(nial  to 
them. 

269.  Mr.  Justice  Byles  long  ago  said  that  the 
species  of  Property  consisting  of  Credit  was  next 
in  magnitude  to  the  land  and  the  fdnds.  Since 
he  said  this,  Credit  has  enormonsly  increased,  and 
may  be  safely  asserted  to  exceed  the  fimds  greatly 
at  present.  Suppose  that,  in  order  to  be  withts 
the  bounds  of  the  extremest  moderation,  we  place 
the  quantity  of  Credit  existing  at  the  present 
moment  in  Great  Britain  at  £1,000,000,000  ;— 
what  is  this  to  be  eubtracted  from,  we  ask  f  It  is 
quite  clear  it  is  not  to  be  subtracted  from  any 
thing  aVall,  but  is  independent  property  additional 
other  property. 

270.  But  even  Dr.  Peacock  is  not  consistent 
with  himself  in  his  notion  of  Debts.  Because  be 
says,  in  the  extract  given  above,  tiiat  a  Debt  is 
Property  owed,  and  that  the  release  of  a  Debt  is 
the  change  of  the  sign  of  affection  of  Property 
owed  into  property  possessed.  Now,  this  Is 
manifestly  a  different  conception  of  a  Debt  than 
its  being  a  eubtraction  from  property.  Bnt  it  is 
equally  incorrect  A  debt  is  not  an  affection  of 
the  Property  of  the  Debtor,  but  a  Right  residing 
in  the  person  of  the  Creditor.  The  release  of  a 
Debt  is  the  destruction  of  this  Right  by  the  con- 
sent of  the  parties.  Thus  we  see  that  Dr. 
Peacock  is  again  in  error ;  for  he  says  that  the 
subtraction  of  a  Debt,  in  the  language  of  sym- 
bolical Algebra,  is  not  its  obliteration  or  removal, 
but  the  change  of  its  affection  or  character  from 
money,  or  property  owed  to  money  or  property 
possessed.  JSfow,  we  see  at  once  the  miscon- 
ception here.  The  debt  is  not  the  money  or  the 
goods,  but  the  Right  to  demand  them,  and  the 
abolition  of  the  Debt  is  the  abolition  or  the 
destruction  of  the  Right,  which  is  the  destmction 
of  Property, 

271.  Thus  we  see  that  out  of  these  conflictmg 
notions— 

Credit  is  not  the  TaAMsraa  of  anything ;  that 
it  is  HOT  an  Opbbation. 

Credit  is  not  a  Subteaction  from  other 
property. 

Credit  is  rot  a  title  to  any  spedfic  soods. 

Credit  is  not  Money  or  Goods  owed. 

There  remains,  therefore,  only  the  last  con- 
ception, that  Credit  is  a  mass  of  property  Anni- 
TiONAx.  to  other  property,  as  every  writer-  on  the 
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subject  has  acknowledgedi  when  treating  of  the 
instruments  of  Credit  themselves.  Thus,  even 
Mr.  Mill  says,  that  a  man*s  purchasing  power 
consists  of  his  money  and  all  his  Credit,  and  he 
speaks  of  the  "mass  of  Credit"  in  the  country. 
This  mass  of  Credit,  or  Debts,  however,  though 
additional  property  to  all  other,  is  negative  pro- 
perty by  the  admission  of  all  Algebraists.  The 
only  question  is,  what  property  can  be  additional 
and  negative^  or  iiivbbsb,  to  money.  And  there 
can  be  but  one  answer.  Money  represents  the 
proceeds  of  a  man*s  past  industry,  and  therefore 
the  only  thing  that  can  be  additional  and  inverse, 
or  negative  to  that,  is  the  proceeds  of  his  future 
industry.     A   man*s   power  of  making  future 

Srofits  is,  of  course,  additional  to  the  profits  he 
as  already  made.  And  hence  we  see  that  the 
inteiroretationof  the  Negative  Sign,  as  symbolizing 
FUTURITY,  is  the  only  one  that  satisfies  the 
conditions  of  the  case.  And  as  soon  as  this  in- 
terpretation is  adoptedt  the  whole  subject  falls 
into  harmony  and  order,  all  dlflSculties  vanish 
like  the  mists  before  the  morning  sun,  and 
Political  Economy  is  brought  under  the  well 
understood  laws  of  Natural  Philosophy. 

Condusioiu 

272.  We  have  now  developed  the  Theory  of 
the  Negative  Sign,  and  of  Negative  Quantities  in 
Political  Economy.  We  see  that  the  interpreta- 
tion of  the  Negative  Sign,  not  as  Subtbaction, 
but  as  FuTUBiTT,  has  at  once  doubled  the  extent 
of  the  science,  and  shewn  how  vast  masses  of 
property  which  have  never  yet  been  included  in 
any  English  work  are  to  be  classed.  And  yet 
the  immensely  greater  proportion  of  existing 
property  is  of  this  form ! 

We  have  seen,  too,  that  what  the  Algebraists 
we  have  mentioned,  and  hosts  of  others  have 
merely  noticed  with  a  passing  remark  as  Nega- 
tive Quantities,  contain,  in  fact,  one  of  the  most 
marvellous  results  of  human  ingenuity.  For  that 
little  idea — apparently  so  simple-— of  making  a 
Debt  transferable,  is  entitled  to  rank  in  its  prac- 
tical effects  with  the  most  splendid  discove- 
ries of  the  human  mind,  and  it  has  produced 
consequences  to  the  world  not  one  whit  inferior 
to  those  of  the  steam  engine.  The  simple  doctrine 
that  every  future  payment  has  aPBBSBBTYAJLUB, 
which  is  independent  exchangeable  property,  and 
may  be  bought  and  sold  like  money  itself,  has  in- 
creased the  effective  force  of  money  tenfold,  with- 
out diminishing  its  value.  In  the  eloquent  and 
not  exaggerated  language  of  Mr.  Webster  (Babk- 
niG  IB  Ambbiga,  §  448)  : — ^^'  Credit  is  the  vital 
air  of  modem  commerce.  It  has  done  more,  a 
thousand  times,  to  enrich  nations  than  all  the 
mines  of  all  the  worldr  It  has  excited  labour, 
stimulated  manufactures,  pushed  commerce  over 
every  sea,  and  brought  every  nation,  every 
kingdom,  and  every  small  tribe  among  the  races 
of  men  to  be  known  to  all  the  rest ;  it  has  raised 
armies,  equipped  navies,  and  triumphing  over 
the  gross  power  of  mere  numbers,  it  has  esta- 
blished national  superiority  on  the  foundations  of 
intelligence,  wealth,  and  well-directed  industir.** 
It  is  to  Scotland  that  is  due  the  unquestionable 
merit  of  first  having  developed  the  full  powers  of 
legitimate  credit,  and  it  is  this  subtle  a^ent  which 
has  raised  her  to  her  present  position.  It  is 
Credit  which  produced  those  m^^hty  works  in 


England  during  the  last  century.  It  is,  among 
other  things,  the  want  of  Credit  which  kept 
Ireland  so  poor  and  barbarous  for  so  long ;  it  is 
in  the  establishment  of  solid  Credit  there  in  com- 
paratively recent  times,  that  she  will  henceforth 
find  her  greatest  means  of  progress  and  improve- 
ment. It  is  a  solid  system  of  Credit  which  is 
wanted  to  develope  the  resources  of  rejuvenescent 
Italy,  and  it  is,  above  all,  solid  Credit  that  is 
wanted  to  bring  out  tiie  boundless  resources  of 
India. 

The  exposition  of  the  Theoiy  of  Credit^  given 
in  the  preceding  sections,  shews  how  utterly  futile 
it  is  for  merely  literanr  men  to  write  books  on 
Political  Economy,  and  how  absurd  it  is  to  sup- 
pose that  definitions  are  of  no  consequence.  Who 
can  wonder  that  the  subject  has  been  thrown  into 
such  confusion,  when  such  contradictory  concep- 
tions are  held  of  the  very  nature  of  the  thinff 
itself? 

To  explain  the  Theory  of  Credit  requires  the 
most  careful  settlement  of  every  single  term  and 
definition  in  Political  Economy,  a  thorough  ac- 
quaintance with  the  histoiT  and  the  law  of  Credit, 
(one  of  the  most  abstruse  branches  of  law,)  and  a 
thorough  familiarity  with  the  mechanism  of  Com- 
merce. Even  this  is  insufficient  to  unravel  its 
perplexities,  which  have  only  finidly  vielded  to 
one  of  the  most  recent  and  most  refined  mscoveries 
in  Algebra !  And  thus  we  see  how  wonderfully 
verified  is  the  prescience  of  Bacon,  who  so  ear- 
nestly preached  that  Natural  Philosophy  is  the 
only  sound  basis  of  exact  knowledge. 


ANALYSIS  OF  THE  ARTICLE. 


§  1.  Definition  of  Credit, 

§  2-3.  PerplexitieM  of  Modem  Economute  about 

Credit 
§  4.  Order  of  the  Treatise. 

Sect.  L 

§  5.  Fundamental  Conceptions  of  the  Theory  of 
Credit. 

Sbgt.  n. 

Thb  Natubb  of  Cbedit  abd  thb  EiiEMBHts  of 
THE  Thbobt  of  Cbedit. 

§6-10.  On  the  distinction  between  a  BaHmeni  and 
a  Debt 

§  11-13.  A  debt  is  separate  and  independent  ex- 
changeable Property^  for  which  there  are 
shops  and  markets. 

§14.  Confusion  between  Credit  being  Property ^ 
and  an  Operation. 

§  15,  16.  On  commercial  Credit. 

§  17.  Error  of  Expression^  Intrinsic  Value. 

§  18.  Anything  hoe  as  many  values  as  things  it  will 
exchxaigefor. 

§  19.  The  Value  of  apromise  is  the  Thuto pro- 
mised. 

§  20-22.  Credit  is  a  lower  form  of  money^  and  is 
a  substitute  for  it. 

§  23.  Fundamental  i^erenee  b^ween  Bills  of 
Exchange  and  JBUls  of  Lading.  BUls  of 
Lading  Kbpbesbnt  goods^  but  BiHs  of  Ex* 
change  are  of  the  Value  of  money. 

§24.  The  limits  of  Credit 
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I  35,  26.  The  above  doctrines  appareni  from  iko 

ordinary  langwtge  of  Commerce, 
{  27-29.  Examination  <^  Mr,  Thomton^s  opmum 

on  Credit. 
{  30.  Paradox  of  the  Negative  Sign, 
{  31.  The  NegiAive  Sign  cannot  mean  evhtraetian. 
\  32.  Maihematiciane  acknowledge  that  debte  are 

N^aHve  Quantities, 
S  S3.  &f^usion  about  the  Conception  of  Credit 
f  34.  From  Me  andtogv  of  other  sciences  it  may 

be  expected  that  Negative  Economic  Qucm/i- 

ties  are  Independent  Quantities, 

On  the  appUcoHon  of  the  Theory  of  Algebraical 
Signs^  and  of  the  Separation  of  the  Signs  of 
Jrosition  ana  Operation  to  Poh&cal  Economy, 

{  35-45.  Explanation  of  the  application  of  Ae 
Positive  and  Negative  Signs, 

I  46.  Property  is  a  Right  residing  in  the  person. 
There  may  be  pm^eriy  in  thepast^  and  in  the 
future, 

%  47.  Theory  of  the  Value  of  Land, 

I  48.  The  Goodwill  of  a  business. 

§49.  Copyright, 

f  50.  A  Jiraetice, 

f  51.  Shares  m  a  Commercial  Company, 

{  52.  All  these  are  cumulative  property^  and  sepa" 
rate  from  the  actual  payment, 

{  53.  Smith  and  most  other  Economists  admit  that 
abilities  are  Wealth, 

{  53-55.  The  Right  to  receive  a  frture  payment  is 
separate  ami  independent  Proper^,  And 
every  future  pwment  from  whatever  source 
arising  has  a  FEESENT  VALUE,  receiving 
different  names^  according  to  the  source  whence 
it  arises^  which  is  independent  exchangeable 
proper^, 

56.  Uredit  is  an  annui^  of  one  term, 

57.  Classification  of  Property. 

58.  The  unit  of  Credit  is  £100  peqfable  one  year 
hence, 

I  59.  Peculiar  method  of  expressing  the  price  of 

thisspecies  of  Property, 

The  value  of  money  varies  inversely  as 
.    Price,  and  directly  as  Discount, 
S  60.  Erroneous  censures  of  Mr,  Mill  on  the  ex- 

pression  Value  of  Money, 
I  61.  Origin  of  the  cot^usion;  double  meaning  of 

the  word  Loan, 
i  62-64.  Correction  of  Mr,  ThomUnCs  errors, 
I  65.  il  RBLBASB/roffi  a  Debt  is  an  Augmbhta.- 

noN  ofCAmkL, 
(  66.  Examination  of  Euler^s  views  regarding 

Debts, 
{  67-71.  Examination  of  Dr,  Peacoch's  views 

regarding  DebtSy  or  NegaHve  Quantities, 
S  72.  In  Pwtical  Economy  the  signs  4*  ond  — 

as  signs  of  Position  symbolize  Timb. 
As  signs  of  Operation  they  mean  addition 

and  subtraction^  or  creation  and  destruction, 
f  73.  Credit  is  the  Right  to  a  future  payment, 
f  74.  This  shews  the  Umits  of  Credit. 
I  75.  This  shews  the  error  of  Laufs  Theory  of 

money, 
f  76.  The  Quantihf  cf  Credit  depends  on  the  Cir- 

culation  of  Money, 
S  77.  Cause  ^commercial  catastrophes, 
I  78.  Debts  may  be  bought  and  sold  for  other  debts, 
{  79.  Credit  may  be  Capital  as  weU  as  any  oQ^er 

property. 
I  80-83.  How  Credit  is  Pbodoctitb 


%  83,  84.  Reeent  French  writers  haue  come  io  Ods 

opinion, 
§  85.  Credit  usually  resolves  an  exchange  vbIp 

three  parts, 
§  86.  Smith  places  Credit  on  the  eame/ootimg  me 

Stoch, 
§  87.  Demosthenes  said  that  Credit  is  CkjriiaL 
§  88.  Smith  classes  Credit  on  the  same  fo&ta^  a* 

Money, 
§  89.  Mr,  Justice  Byles  says  that  inetrmmeeiM  of 

Credit  are  Property, 
%  90.  Credit  and  Money  are  produeOoe  hyfimK' 

toting  exchanges, 
S  91.  Credit  can  do  whatever  Money  cam  tm  Pro-' 

duction, 
§  92.  Similarity  of  eagpreenons  used  by  ike  early 

Algebraists  and  Economists, 
$93.  Mr,M^CuUochdeclaresthatCreditieCapit^ 
\  94.  Mr.  J,  8.  Mia  declares  that  Credit  ie  pro- 
ductive Capital, 
S  95.  Mr,  Gilbart  asserts  that  Credii  ie  prodme- 

tive  Capital, 
§  96.  Mr,  Hamilton  and  Mr.  Webster  aeeeri  that 

Credit  is  productive  Capital. 
§  97.  M.  OuMtave  du  Puunode  asserte  that  Credit 

is  productive  CapitdL 

Condusion^CHEDm    IS     PRODUC- 
TIVE CAPITAL. 

sbct.  ni. 

On  thb  Mbchabum  of  thb  Ststbm  or  Cbedit. 

$98.  Creda  is  ^  Present  Right  to  a  future  ps^' 

ment 
{  99.  Credit  is  embodied  in  two  forms^  PsoioBn 

to  pmiy  and  Obdbbs  to  pay, 
§  100.     Credit  forms  two  divisions^  Oonamerdal 

Credit  and  Banking  Credit 
{  101 .  Credit  may  be  used  Uhe  money  to  circulate  an 

existing  productt  or  to  call  them  into  existence. 

On  the  system  of  Credit  based  tq)on  SimMltaneous 
Transfers  of  Commodities, 

{  102-128.  Exposition  of  the  ordinary  system  of 
Commercial  Credit. 

On  the  Theory  of  Cash  Credits^  Open  G-eeUis^ 
and  Accommodation  Bills, 

§  129-144.   ExDosition  cf  the  system  of   Cash 

Credits  in  Scotland. 
{145.  A  priori  dogma  which  hindered  the  reeqH 

tion  of  the  Newtonian  doctrine  ofgraeity, 
{  146.  A  similar  cause  mahes  the  difficult  in  many 

persons  in  apprehending  the  Theory  of  Credit 

— That  Nothing  can  come  from  JNothiug* 
1 147.  Examination  of  this  dogma, 
§  148.  Knowledge  is  admitted  by  EconomiHs  to  be 

Wealth, 

§149.  Where  does  it  come  from  f  and  What  is  U 

composed  of  f 
§  150.  Exanwle  of  this, 
1 151.  The  Muman  Mind  is  a  source  qf  WeaWk. 
§  152,  153.  Another  species  of  WealA^Incor- 

poreal  Property, 
§  154.  Debts  are  independent  exchangeable  iVo- 

per^, 
§  155.  Debts  are  created  by  the  Human  Will 
§156,157.  Other  species  ^ Incorporeal  Proper^, 
§  158.  Plutarch  saw  that  the  bustness  of  Bonking 

overthrew  the  doctrines  of  Physical  PhUoso^ 

phers. 
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}1 59.  Soeeial  ComrU  of  Law  for  d$ereaJting  debts, 
160.  There  are  three  eotarces  in  which  Wealth 

originates— 'The  Eabth— 4Atf  Human  Mind 

'—and  the  Human  Will. 
§161.  Economie  Conceptions  muU  grasp  all  species 

of   Economic    Quantities ;    and    Economic 

Axioms  must  grasp  all  Economic  Phenomena. 
S  162,  163.  Examples  of  this. 
§  164.  The  laws  which  govern  the  variable  relations 
■    of  Economic  Quantities^  must  be  in  harmony 

with  the  general  Theory  of  Variable  Quaftii- 

ties  in  general* 
§  ]65.  For  if  noty  all  Mathematical  reasoning  is 

shahen  to  its  foundations, 
$166.  The  preceding  considerations  necessary  to 

understand  the  Theory  of  Credit  and  Cur^ 

rency, 
{  167.  Cash  Credits  shew  the  fallacy  of  the  Cur- 
rency principle. 
§  168.  On  open  Credits. 

On  Accommodation  Bills. 

§  169, 170.  On  the  nature  of  Accommodation  BiUs. 
%  171,  172.  Errors  of  common  opinion  regarding 

Credit. 
§  173.  Common  estimate  of  Me  security  of  real 

bills  exonerated. 
174,  175.-  difference  between  a  Real  and  an  Ac* 

comntodation  Bill,   The  one  founded  on  a  past 

transaetiony  the  other  on  a  future  one. 
176-180.  Investigation  of  the  true  danger  of 

Accommodation  Bills. 
181.  This  explanation  quoted  by  Mr.  Commis- 

sioner  Hotroydy  in  the  case  of  Lawrence^ 

Mortimer^  and  Schroder. 
182-185.  Explanation  of  this  case. 
S  186.  Case  of  the  Western  Bank  ofScoOand. 
§  187.  Forged  BiUs. 
{  188.    Accommodation  paper  very  r\fe  in  times 

of  speculation. 
$  189.  True  objection  to  Accommodation  Paper, 
$  190.  Cause  of  the  perplexity  in  dealing  legislo" 

Hvely  with  Accommodation  Paper, 
§  191.  Doctrine  in  the  cases  of  Rolf e  v,  Caslon^  ffc. 
§  192-198.     Comments  on  this  doctrine. 

On   the    Transformation  of  Temporary  Credit 
into  Permanent  CapitaL 

§  199.  Examples  of  the  Doctrine  that  the  Release 

of  a  Debt  is  always  equivalent  to  the  Pay* 

ment  of  Money. 
§  200-203.  Increase  of  the  Capital  of  the  Banks 

of  England  ana  Scotland  by  payments  of 

their  own  notes 
§  204.  Which  is  an  example  that  *—   X  —  is 

always  equivalent  to  +  x  +• 
§  205,  206.  All  Joint  Stoch  Banks  increase  their 

Capital  by  similar  means, 
§  207.  Public  loans  contracted  by  Credit 

On  the  Extinction  of  Credit 

§  208.  Unextinguished  Credit  is  the  cause  of  all 

commercial  crises. 
§  209.  Various  methods  by  which  Credit  may  be 

extinguished. 
{  210.  How  Credit  was  extinguished  before  Me 

institution  of  Banks. 
§  211.  The  quantHy  of  Credit  generated  depends 

upon  the  quantity  multiplied  into  the  velocity 

qftke  ciriulation  of  Mon^ 


§  212.  This  aiustrates  the  distinction  between  BiUs 
of  Exchange  and  BiUs  of  Lading, 

§213.  Credit  extinguished  by  the  institution  of 
Banhs, 

On  the  Limits  of  Credit. 

§  214,  215.  The  true  limits  of  Credit  indicated  by 

<A«  etymology  of  the  word. 
§  216,  217.  The  difficulty  in  the  case. 
§  218-220.  The  limits  of  Commercial  Credit. 
§  221.  How  to  limit  Banking  Credit 

Sbct.  IV. 

On  thb  History  of  Idbas  on  thb  Subject  of 
Cbbdit,  and  an  Examination  of  thb 
Opinions  of  Modbbn  Economists  on  it. 

§222,223.  Origin  of  CredU  in  modem  times, 
§  224.  Modem  Political  Economy  sprung  out  of 

the  failure  of  ike  Mississippi  scheme, 
§  225-227.  Laufs  Theory  of  Paper  Credit  to  be 

distinguished  from   his  Theory   of  Paper 

Money. 
§  228,  229.  Extracts  from  Law,  shewing  that  he 

knew  that  Credit  was  equivalent  to  an  augmeu" 

tation  of  money. 
§  230.  Turgot  originated  the  erroneous  notion  that 

Credit  is  an  operation. 
§  281-236.  The  ooinkm  of  Adam  Smith  an  the 

Nature  of  Creditj  shewing  that  he  always 

treated  it  as  ProducHve  OqntaL 

The  opinion  of  J.  B.  Say  on  Credit, 

§  237,  238, 'Say  followed  up  the  erroneous  notions 

of  Turgot. 
§  239.  Self-contradiction  of  Say  on  the  subject  of 

Capital. 
§  240.  Say*s  self-contradiction  on  the  subject  qf 

Value. 
§  241-243.  Say  expressly  classes  Debts  as  WeaUk. 
§  244-246.  His     contradictory    conceptions     of 

CredU. 
§  247.  Say  expressly  calls  instruments  of  CredU 

Capital. 

The  opinion  of  Mr.  ■71 8*  MiU  on  the  subject  of 

Credit. 

§  248.  Mr.  MUTs  definition  of  WeaUk  includes 

instruments  of  Credit. 
§  249.  His  definition  of  Capital  includes  instrw 

ments  of  Credit. 
§  250-258.  Further  extracts  from  Mr.  MiU^shew^ 

ing  that  he  expressly  calls  CredU  Productive 

Capital. 
§  259.  Self-contradiction  of  Mr.  MUL    He  ridi' 

cules  the  notion  that  CredU  is  Cc^UaL 
§260,261.  Mr.  MiU^s  cof^fusion    of  ideas  on 

CredU. 
§  262.  Other  writers  have  fallen  into  ike  same 

confutimu 

On  the  opinion  of  M.  Cieszkowski  on  tke  Nature 

of  Credit 

§  263-267.  Error  of  M.  CieszkowskCs  opinion. 

On  the  opinion  of  some  AlgebraiMts  respecting  tke 
Nature  of  Creaky  or  Debts, 

§  268-270.  On  tke  opinions  of  Euler^  Peaeock^ 

and  other  Algebraists^  on  Credit. 
§  271.  What  CredU  isnot^and  what  U  is. 
§272.  Conclusion. 
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OBEDIT  FONOIBB.  — When  after  a  long 
period  of  inactivity  the  energies  of  a  people  are 
suddenly  turned  in  an  industrial  direction,  they 
find  innumerable  enterprises  which  would  hd 
profitable  if  only  they  possessed  the  means  of 
setting  them  agoing.  The  quantity  of  money 
which  was  found  sufficient  for  a  non-industrlal 
people,  is  now  found  to  be  wholly  inadequate  to 
the  increased  demands  for  it,  and  the  only  conse- 
quence can  be,  that  if  there  be  a  greatly  increased 
demand  for  the  existing  quantity  of  money,  the 
rate  of  discount,  or  interest,  will  rise  proportion- 
ably,  and  rise  to  such  an  extent  as  to  predude  idl 
possibility  of  profit  firom  such  enterprises,  even  if 
effected. 

It  has  !^n  invariably  found,  therefore,  that 
whenever  this  takes  place,  there  are  abundant 
schemes  set  afloat  for  increasing  the  quantity  of 
money.  This  was  particularly  the  case  after  the 
restoration,  in  England,  when  men,  weary  of 
politics  and  polemics,  began  to  turn  their  attention 
more  to  commerce. 

Among  fields  of  enterprise  none  appeared  at 
that  time  more  promising  than  agriculture.  But, 
unfortunately,  all  the  available  specie  was  ab- 
sorbed in  commerce;  none  was  to  be  had  for 
agriculture,  or,  at  least,  except  at  sudi  rates  as 
to  be  a  practical  prohibition. 

It  was  this  real  want  that  gave  rise  to  the 
schemes  of  Asgill,  Chamberlen,  and  others,  for 
the  purpose  of  turning  the  land  into  money, 
which  were  so  rife  at  that  period.  Among  all  of 
them,  John  Law*s  has  attained  the  greatest  name. 
He  perfectly  well  understood  the  powev  of  Credit, 
and  he  saw  that  Credit  was  an  increase  of  the 

Sowers  of  Money;  but  he  saw  that  Credit  was 
mited  by  Money,  and  his  plan  was  to  devise  a 
scheme  by  which  paper  money  should  be  created, 
which  should  maintain  an  equality  of  value  with 
silver. 

He  supposed  that  if  the  land  were  mortgaged 
to  the  Government  it  might  create  paper  money 
to  the  amount  of  the  value  in  silver  of  the  land, 
and  that  this  paper  money  would  circulate  at  par 
with  silver. 

This  doctrine  may  seem  to  have  some  plausi- 
bility in  it,  and  has  many  modem  admirers.  But, 
nevertheless,  whenever  it  has    been    tried    in 

Sractice,  it  has  uniformly  been  found  to  fall, 
'his,  however,  is  not  the  place  to  point  out  its 
error,  nor  to  detail  the  practical  examples  of  its 
failure.  (Banxxng  in  Francb;  Cubbbvct; 
Law.) 

Ten  years,  however,  aflfcer  the  failure  of  Law's 
system  in  France,  the  Scottish  Banks,  by  the 
admirable  invention  of  Cash  Credits,  pushed 
Credit  to  the  utmost  extent  of  its  legitimate 
limits,  and  realized  all  that  was  practicable  in 
Law's  scheme. 

No  one  who  understands  the  subject  can  fail  to 
see  the  enormous  advantages  of  paper  when  duly 
administered.  Bat  the  spreat  difficulty  in  all  such 
cases  is  to  determine  what  are  the  true  limits  of 
the  issues  of  paper.  That  is,  to  what  extent  it 
may  be  issued  and  maintain  an  equality  of  value 
with  silver.  In  fact,  it  is  one  of  the  profoundest 
problems  in  Political  Economy,  and  of  the  most 
momentous  consequence  to  the  prosperity  of  the 
nation. 

Seeing,  then,  that  paper  money  directly  based 
upon  land  was  a  failure,  and  that  the  invention  of 


Cash  Credits  could  not  be  carried  ofiit  by  ti» 
timid  and  narrow  sjrstem  of  foreign  banks,  ^ 
question  was  how  to  divert  Capital  to  tbe  land, 
without  creating  paper  money. 

At  the  close  of  tiie  seven  years'  war,  tiie  pro- 
prietors in  Silesia  found  themselves  in  a  state  of 
inextricable  embarrassment.  The  rain  and  de- 
struction caused  by  the  war,  and  the  low  price  of 
com,  caused  by  the  general  distress^  made  tkem 
unable  to  meet  their  engagements.  Interest  and 
commission  rose  to  13  per  cent.  They  obtained 
a  respite  of  three  years  to  pay  their  debtSw  To 
alleviate  the  distress  arising  out  of  this  state  of 
matters,  a  Berlin  merchant,  named  Bfiring,  in- 
vented a  system  of  Land  Credit,  which  has  been 
very  extensively  adopted  in  Germany,  Sasaa, 
Poland,  and  lastly  in  France. 

Proprietors  of  land  can  no  doubt  Ix^row  moDey 
on  mortgage ;  but  in  every  countiy  such  tiaiisac- 
tions  are  attended  with  many  inconveniences. 
They  have  many  expensive  fonnalities  to  undergo, 
such  as  investigation  of  title,  &c  Moreover,  tlie 
difficulties  and  expense  of  transfer  are  nsoally 
very  great,  as  each  purchaser  has  to  nndevgo  the 
same  investigation  and  expense,  if  the  debtor 
fails  to  pay,  the  process  of  obtaining  redress,  or 
possession  of  the  land,  is  usually  very  troublesome 
and  expensive.  The  consequence  of  all  these 
obstacles  is,  of  course,  to  raise  greatly  tiie  terms 
on  which  money  can  be  boirowed  on  mortgage. 

The  system  of  Government  Funds  suggested  to 
Boring  the  idea  of  creating  a  similar  species  of 
land  stock.  The  Grovemment  could  usually 
borrow  much  cheaper  than  the  landlords,  becaooe 
the  title  was  sure  and  indisputable,  and  there 
was  no  impediment  to  the  negotiability.! 

BQring,  therefore,  conceived  the  idea  of  snbati- 
tuting  the  joint  guarantee  of  all  the  proprietors 
for  that  of  individuals,  and  establishing  a  book  in 
which  this  land  stock  should  be  regista^  and  be 
transferable,  and  the  dividends  paid  exactly  in 
the  same  way  as  the  public  funds.  The  Credit, 
therefore,  of  the  Association,  was  always  inter- 
posed between  the  lenders  and  the  borrowers. 
Those  who  bought  this  stock  looked  only  to  the 
Association  for  payment  of  their  dividends,  and 
the  borrowers  paid  all  interest,  &c.,  to 'the  As- 
sociation, which  took  upon  itself  all  questions  of 
title  and  security.  The  whole  of  these  obligations 
were  turned  into  stock  transferable  in  all  respects 
like  the  public  funds.  Such  is  the  general  design 
of  these  Associations.  It  is  plain  that  they  avoid 
the  rock  of  creating  paper  money,  while  they 
greatly  facilitate  the  application  of  Capital  to  the 
land.  They,  in  fact,  do  nothing  more  than  torn 
mortgages  into  stock. 

There  are  different  methods  of  orgamzing  such 
Associations,  which  we  shall  describe  presently, 
but  we  may  say  ih  a  general  way  that  the  system 
was  introduced  into  Silesia  in  1770;  the  March 
of  Brandenburg,  in  1777 ;  Pomerania,  in  1781 ; 
Hamburgh,  in  1782;  West  Prussia,  in  1787; 
East  Prussia,  in  1788;  Luneburg,  in  1791; 
Esthonia  and  IJvonia,  in  1803 ;  Schleswick-Hol- 
stein,  in  1811 ;  Mecklenburg,  in  1818;  Posen,  In 
1822 ;  Poland,  in  1825  ;  Kalenberg,  Gmben- 
hagen,  and  Hildesheim,  in  1826;  Wnrtembeig; 
in  1827;  Hesse-Cassel,  in  1832;  Westphalia,  in 
1835;  Gallicia,  in  1841 ;  Hanover,  in  1842;  and 
Saxony,  in  1844. 

These  Associations  are  divided  into  two  classes. 
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The  first  are  private  associations,  and  these  again 
are  divided  into  companies  founded  bj  the  bor- 
rowers, and  financial  companies  founded  by  the 
lenders;  the  second  are  associations  founded  bj 
the  State  or  the  provincial  authorities. 

The  fullest  information  respecting  these  Com- 
panies is  to  be  found  in  M.  Josseau's  work, 
mentioned  below,  from  which  we  take  the  follow- 
ing details. 

Of  Private  Associations  formed  by  the  bor- 
rowers there  are— 

Pomerania. 

The  SacUtS  de  Pomerania^  called  Landschaft, 
or,  Landschaft  Casse^  founded  in  1781,  with  an 
advance  of  200,000  thalers  from  Frederlch  11^ 
and  with  revised  statutes,  in  1846. 

The  Company  creates  negotiable  obligations  at 
8^  per  cent  for  100  thalers  and  upwar£,  and  3^ 
per  cent,  below,  payable  half-yearly. 

The  proprietor  pays  4  per  cent,  interest,  and  ^ 
per  cent  for  expense  of  management. 

The  holder  of  the  obligations  has,  as  security 
for  their  payment,  the  entire  capital  of  the  Com- 
pany, the  land  specially  mortgaged  for  them,  and 
the  liability  of  all  the  proprietors  of  the  circle, 
and,  if  that  should  fail,  all  the  proprietors  of 
Pomerania.  There  is  no  priority  of  preference 
among  the  obligations.  The  holder  may  take 
away  the  negotiability  of  the  notes,  which  can 
only  be  restored  by  a  Court.  The  holder  cannot 
demand  repayment,  but  the  Company  may  pay 
off  their  bonds.  These  bonds  can  only  be  issued 
on  property  in  the  power  of  the  Company. 

The  head  office  of  the  Company  is  at  Stettin. 
A  royal  commission  has  the  surveillance  of  its 
operations,  and  presides  at  the  general  meetings. 
The  Administration  consists  of  a  director  and  two 
assistants.  There  are  four  departments  in  the 
country,  with  a  director  at  their  head,  and  several 
branches  to  each.  These  branches  have  to  make 
all  the  necessary  inquiries  concerning  the  property 
upon  which  loans  are  to  be  advanced. 

The  borrowers  receive  the  Company's  bonds  at 
the  exchange  of  the  day,  in  sums  of  200  or  1,000 
thalers.  For  one-tenth  of  the  loan  they  may 
receive  100,  60,  and  25  thaler  notes.  They  may 
pay  either  in  money,  or  in  the  Company's  bonds, 
which  they  may  purchase  from  the  public.  Over- 
due coupons  are  also  received  as  ready  money. 
Thus,  again  shewing  that  the  Release  of  a  Debt 
is  equivalent  to  the  payment  of  money,  or  —  x 
.»  a.  ^.  X  +.  A  debtor  may  at  any  time  pay 
off  his  debt,  on  giving  8  months*  notice  before  the 
payment  of  the  coupons,  and  paying  a  deposit  of 
6  per  cent.  The  Company  may  also  redeem  its 
bonds  on  giving  6  months*  notice.  In  1837,  its 
bonds  in  circdation  amounted  to  55,602,844 
dollars,  and  they  were  above  par. 

RtuHa* 

The  Banque  de  CrSdit  System  was  founded  in 
1818,  by  Alexander,  who  advanced  funds  for  its 
organization.  ~  It  extends  through  the  Baltic 
Provinces,  Livonia,  Esthonia,  and  Courland. 

It  issues  bonds  transferable  by  indorsement 
bearing  4  per  cent,  interest,  something  for  ex- 
penses, and  something  also  to  form  a  sinking  fund. 
Its  bonds  are  received  by  the  Government  at 
their  nominal  value. 


Poland. 

The  SociStS  de  Credit  Fonder  de  Pologne  was 
founded  in  1825,  and  reformed  in  1838.  It  issues 
bonds  bearing  4  per  cent,  interest,  transferable 
by  indorsement  or  delivery.  The  borrowers  pay 
4  per  cent,  interest,  2  per  cent,  to  form  a  sinking 
fund,  a  fee  of  1  florin  for  notes  of  200  or  500 
florins,  and  2  florins  for  those  of  a  1,000  florins. 
By  this  means  the  debt  is  redeemed  in  28  years. 
The  sum  advanced  does  not  exceed  one-half  the 
estimated  value  of  the  land.  The  holders  of  the 
Company*s  bonds  have  as  security,  besides  the 
lands  specially  mortgaged,  national  domains  given 
by  the  Crown,  and  the  reserve  fund  of  the  Com- 
pany. The  bonds  are  issued  at  Warsaw,  at  the 
heaa  office,  on  the  recommendation  of  the  branches 
in  the  departments.  Debtors  may  free  themselves 
at  any  time  by  paying  off  the  debt  and  2  per  cent, 
additional.  A  general  meeting  is  held  every  two 
years,  at  which  the  Minister  of  Finance  presides. 
The  bondholders  also  have  meetings,  at  which  all 
the  creditors  above  10,000  florins  ^ve  a  voice  for 
the  purpose  of  considering  any  proposals  made  by 
the  Company. 

OaUicia, 

The  Company  of  Gallicia  is  the  only  Bank  of 
Credit  Fonder  in  Austria.  It  was  founded  in 
1841  by  the  Provincial  Estates.  It  issues  bonds 
of  from  100  to  1,000  florins,  bearing  interest  at  4 
per  cent  Besides  the  4  per  cent,  the  borrower 
pays  1  per  cent,  to  form  a  sinking  fund,  a  single 
payment  of  3  per  cent,  to  form  a  reserve  fund,  \ 
per  cent,  for  cost  of  management,  and  the  first  six 
months*  interest  in  advance,  on  receiving  the  loan. 
The  bonds  cannot  be  issued  for  less  than  1,000 
florins,  and  only  to  the  extent  of  one-half  of  the 
free  value  of  the  land.  The  holders  of  the  bonds 
may  be  compelled  to  receive  payment  of  them  on 
receiving  6  months*  notice.  The  debtors  may 
always  pay  off  their  obligations  by  adding  6 
months*  interest  In  1843  the  Company's  bonds 
in  circulation  amounted  to  11,414,016  francs. 

Wurtemherg. 

The  Wuriembergischer  CreditverdnwBBfoTmded 
in  1827,  and  its  statutes  revised  in  1831.  It 
differs  from  the  preceding  Companies  so  far  that 
it  advances  the  money  itself  to  the  borrowers^ 
and  not  merely  its  bonds.  Its  operations  were  at 
first  limited  to  6  millions  of  florins,  but  it  has  the 
right  of  contracting  new  loans.  The  Company 
gives  to  its  creditors  negotiable  bonds,  which  may 
be  divided  into  100,  200,  500,  or  1,000  florins. 
They  bear  interest  at  3  per  cent.  The  Company 
only  lends  on  first  mortgages,  and  to  the  amount 
of  one-half  of  the  value,  or  two-fifths  of  the  in- 
come. The  borrowers,  besides  the  3  per  cent, 
interest,  pay  ^  per  cent  for  cost  of  management; 
1  per  cent  as  a  sinking  fund,  by  which  Sie  loan 
is  redeemed  in  48  years. 

The  Company  makes  profits  by  the  debtors 
paying  their  interest  half-yearly,  while  it  only 
pajrs  its  creditors  yearly.  The  debtors  also  pay 
their  interest  6  weeks  before  the  end  of  the  half 
year.  At  the  redemption  of  the  debt  at  the  end 
of  the  48  years,  the  debtors  pay  two  years*  inte- 
rest to  form  a  reserve  fund,  and  to  free  themselves 
from  their  joint  liability.  They  must  also  pay  ^ 
per  cent  of  their  actual  debt  for  cost  of  manage- 
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meni,  and  a  premium  of  4^  per  cent  on  the 
adyance^  and  when  they  wish  to  pay  off  any  part 
of  their  debt  before  it  is  dne,  they  mnst  pay  10 
per  cent,  additional.  The  contribntion  to  the 
sinlcing  fund  varies  according  to  the  choice  of  the 
borrower,  so  that  he  may  pay  off  the  debt  at  the 
minimam  of  10  years,  or  the  maximnm  of  50. 
In  1846  the  Company  had  bonds  to  the  amount 
of  11,936,930  francs  in  circolation,  which  stood  at 
a  premium  of  12  per  cent. 

Saxony. 

There  are  two  Land  Credit  Banks  in  Saxony, 
one  private  and  the  other  public.  The  private 
one  is  called  the  Union  de  Cfridit  des  pays  Here^ 
ditaires^  created  in  May,  1844,  with  revised 
statutes  in  1849.  It  advances  on  both  nobles* 
and  peasants*  land,  which  produce  not  less  than 
1,256  francs  a  year.  It  makes  its  loans  by  bonds 
of  500,  100,  and  25  thalers,  at  an  agreed  rate  of 
interest,  and  to  not  less  than  3,756  francs,  and 
not  more  than  half  of  the  value  of  the  land. 
Debtors  must  pay  half-yearly,  and  three  months 
before  the  Company  pays  its  dividends.  The 
public  authorities  and  trustees  are  authorized  to 
invest  frmds  at  their  command  in  these  bonds. 
In  1849  those  in  cuxulation  amounted  to  4,470,656 
francs. 

Hanover, 

Hanover  has  one  public  and  four  private  as- 
sociations of  Cridit  Fonder.    The  private  ones 


1.  IwttUut  de  Cridit  Hypothicaire  de  Lunehurg^ 
founded  in  1790,  for  making  advances  to  the 
nobles.  Its  bonds  are  not  less  than  200  thalers. 
It  pajrs  dividends  of  3  per  cent  half-yearly.  The 
borrower  pays  5  per  cent,  for  the  first  five  years, 
and  4^  per  cent,  afterwards  half-yearly.  It  never 
can  demand  more  than  5  per  cent,  from  the 
debtors,  but  if  it  is  obliged  to  pay  more  than  3 

Ser  cent,  on  what  it  borrows,  it  may  take  the 
ifference  from  the  sum  paid  towards  the  sinking 
fnnd.  The  debtors  may  pay  by  instalments  of 
50, 100, 200,  or  more,  thalers,  on  giving  six  months* 
notice.  If  they  redeem  the  debt  before  the  end 
of  five  years  they  mnst  pay  2  per  cent.,  after  that  | 
per  cent.  The  debtors  pay  2  per  cent,  for  the 
first  five  years,  and  J  per  cent,  from  the  sixth  to 
tiie  seventeenth  years. 

2.  Association  de  Cridit  pour  Vordre  iquestre 
des  prineipautis  de  Kalenberg,  Orvbenhagen^  et 
Hilaesheim.  This  Company  was  founded  in  1825, 
and  by  new  statutes  in  1838  was  enabled  to  make 
advances  on  peasants*  land,  if  not  less  than  6,000 
thalers  in  value.  Its  organisation  is  very  much 
the  same  as  that  of  Luneburg.  In  1844  its  bonds 
in  circulation  were  only  1,500,000  thalers. 

8.  EtabUssement  de  Cridit  pour  Vordre  iquestre 
des  principantis  de  Br  erne  et  de  Verden.  This 
Company  was  founded  in  1826.  Its  statutes  are 
very  similar  to  those  of  the  Bank  of  Luneburg. 
It  charges  4^  per  cent,  when  it  advances  to  the 
value  of  one-half  of  the  land.  The  debtors  may 
redeem  their  debts,  either  in  72  years  by  paying 
i  per  cent. ;  in  56  years  by  paying  ^  per  cent. ; 
in  47  years  by  paying  f  per  cent ;  or  in  41  years 
by  paying  1  per  cent.  The  charge  for  cost  of 
management  is  not  to  exceed  i  per  cent 

4.  Association  de  Cridit  pour  les  proprOtaires 
daws  let  prineipautS  de  la  Frise  Orientalcy  et  de 


HarOngeT'kmd.    Thia  is  a  small  establishmeot, 
founded  in  1828. 

MeMenburf^Schwerin  and  StreHiz. 

These  two  Grand  Duchies  have  a  Bank  of 
Cridit  Fancier  between  them.  This  was  amoi^ 
the  earliest  founded,  and  was  remodelled  in  1818. 
It  issues  bonds  varying  from  1,000  to  25  thalers, 
bearing  3^  per  cent  interest  The  debtors  pay, 
besides  thisL  nterest,  |  per  cent  half-yearly,  as 
well  as  a  premium  of  jf  per  cent,  on  the  loan,  to 
cover  cost  of  management  and  ^  per  cent  to  form 
a  sinking  fnnd.  The  debtors  may  redeem  thar 
debts  in  advance  by  buying  up  the  Company's 
bonds. 

Hamburg* 

A  private  Caisse  de  Cridit  pour  lee  proprieth 
et  Us  terrains  de  la  ville  de  Hamburg  was  foanded 
in  1832,  and  its  statutes  revised  in  1844.  Its 
intention  is  to  form  a  fnnd  by  gradual  contribu- 
tions, to  make  advances  to  proprietors  whose 
lands  are  mortgaged  and  the  sums  demanded  by 
the  mortgagees,  and  to  extinguish  the  debt  by  a 
yearly  sinking  fund.  There  are  three  classes 
whom  this  Company  is  intended  to  benefit :  1, 
Proprietors  of  land  situated  in  Hamburg^  who 
may  place  their  money  at  interest  in  it ;  2iidly, 
Proprietors  whom  the  Company  guarantees 
against  their  creditors  to  the  extent  of  f  of  their 
property;  and  Srdly,  Private  persons  who  wish 
to  buy  real  property  by  making  annual  payments. 

Those  of  the  first  class  pay  2  per  cent  on  the 
estimated  value  of  their  property  on  entering,  as 
well  as  jf  per  cent  half-yearly.  The  Company 
pays  2jf  per  cent,  on  these  sums,  when  they 
amount  to  1,000  marcs-banco.  Proprietors  who 
wish  repayment  must  give  6  months*  notice ;  tliey 
may  receive  a  bond  if  they  please. 

The  contributions  paid  by  the  second  class  are 
similar  to  those  of  the  first  The  property  is  re- 
valued every  five  years.  The  guarantee  of  the 
Company  consists  in  this,  that  the  proprietors  can 
claim  its  assistance  when  the  payment  of  the  debt 
is  demanded  from  them,  and  they  cannot  get  it 
elsewhere  at  4  per  cent  Those  of  whompayment 
is  demanded  mnst  give  notice  to  the  Company 
within  4  weeks,  and  must  themselves  endeavour 
to  raise  the  money.  If  the  Company  has  to  pay 
off  the  debt,  it  succeeds  to  the  rights  of  the 
creditor.  The  debtor  mnst  then  pay  4  per  cent 
per  annum,  besides  his  other  contributi<ms;  but 
he  is  not  liable  to  be  called  on  to  pay  the  capital. 
But  he  mav  pay  it  off  on  giving  6  months'  notice. 

Those  of  the  third  dass  spec^  the  capital  they 
require,  for  which  they  receive  a  note.  The  pay- 
ments are  the  same  as  those  of  the  first  class. 
But  if  they  place  a  sum  ui  it  they  receive  2^  per 
cent,  interest.  When  the  purchase  is  made  they 
may  enter  either  of  the  other  classes.  The  Com- 
pany receives  deposits  from  the  public,  in  return 
for  which  they  give  bonds  bearing  interest  at  3 
per  cent  above  that  sum,  payable  yearly. 

Denmark, 

In  1786  the  Government  founded  a  Credii^ 
Kasse  for  the  purpose  of  making  advances  for  the 
improvement  of  agriculture  at  2  per  cent.  It  has 
since  then  found^  several  savings*  bank  for  the 
same  purpose.    In  1850  a  law  was  passed  to  form 
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the  establishment  of  Banks  of  CridU  Fancier. 
It  enacted  that  each  society  mnst  have  an  united 
fund  of  1  million  rixdalers,  or  3  million  francs. 
Its  bonds  must  not  be  below  50  rixdalers,  nor  for 
a  sum  exceeding  the  mortgage,  which  mnst  not 
be  for  more  than  two-thirds  of  the  value  of  the 
land.  The  members  to  be  Jointly  and  severally 
liable  for  the  bonds.  The  debtors  must  pay 
something  to  a  sinking  fund.  The  banks  must 
send  a  quarterly  balance  to  the  Minister  of  the 
Interior.  The  bonds  of  the  bank  are  free  from 
stamp  duties,  and  the  property  of  minors  and  of 
the  public  may  be  invested  in  them.  The  banks 
may  borrow  and  lend  above  the  legal  rate  of 
interest  4  per  cent.  This  law  was  received  with 
great  favour,  and  immediately  on  its  passing 
several  banks  were  formed,  but  we  have  no 
information  how  they  have  succeeded  up  to  the 
present  time. 

The  second  sort  of  private  associations  con- 
sists of  those  formed  by  companies  of  lenders. 

Bavcaria, 

No  establishment  of  Cridit  Fancier  was  founded 
in  Bavaria  before  1835,  though  many  had  been 
talked  of.  In  that  year  the  Banque  JSynotkieairt 
et  cTeMcompte  was  founded  at  Munich,  oy  a  com- 
pany of  shareholders,  with  a  capital  of  10  millions 
of  florins,  divided  into  20  thousand  shares. 

This  bank  issues  notes  at  10  florins,  which  are 
legal  tender,  discounts  bills,  receives  deposits, 
and  is  also  a  fire  and  life  insurance  company,  a 
savings*  bank,  and  one  of  CrSdit  Fonder,  Its 
privilege  is  for  99  years.  Its  notes  must  not 
exceed  4-lOths  of  its  capital,  nor  the  sum  of  8 
millions  of  florins.  Three-fourths  of  its  issues 
must  be  covered  by  a  mortgage  of  land  of  double 
the  sum  advanced,  the  remaining  fourth  by  specie. 

The  bank  lends  on  all  sorts  of  capital  producing 
revenue,  in  sums  not  less  than  1,070  francs.  The 
borrower  pays  an  interest  which  cannot  exceed  6 
per  cent.,  nor  be  less  than  4^,  including  Uie  sink- 
ing fund.  At  the  minimum  it  requires  61^  years 
to  redeem  the  debt.  The  sum-  paid  to  lenders  is 
3  per  cent,  and  I  per  cent,  is  kept  for  cost  of 
management,  and  a  reserve  fhnd.  Interest  is  paid 
half-yearly.  But  at  each  payment  the  sums  paid 
to  the  sinking  fund  are  marked  off  against  the 
capital,  and  the  balance  treated  ss  a  new  loan. 
The  obligations  signed  bv  the  borrowers  are  not 
negotiable.  Their  place  is  filled  by  the  shares  of 
the  bank  and  its  notes.  Its  shares  have  been 
quoted  at  30  per  cent,  premium.  The  bank  pays 
its  shareholders  an  interest  only  of  3  per  cent  per 
annum,  but  they  divide  the  other  profits.  Its 
notes  enjoy  great  credit,  and  are  redeived  in 
public  payments.  The  affairs  of  the  bank  are 
governed  by  the  60  principal  shareholders.  They 
name  seven  shai*eholdcrs  as  directors,  who  must 
not  engage  in  commerce.  The  sixty  meet  once  a 
year,  the  directors  once  a  week. 

This  bank  passed  easily  through  the  financial 
ciisis  of  1848.  In  1849  its  loans  amounted  to 
13,952,598  florins.  It  has  been  found  to  be  of  the 
greatest  public  utility,  and  has  constantly  increased 
in  prosperity. 

ITeue'Damutadi, 

There  is  a  company  with  limited  liabilitv, 
called  the  Renten-AmtaU,  at  Darmstadt,  which, 
besides  granting  life  assurances  and  tontines,  makes 


advances  on  land,  to  double  the  value,  in  sums  of 
not  less  than  500  florins.  The  borrower  may  pay 
off  the  loan  in  annuities  of  from  6  per  100  to  30 
per  cent  at  his  pleasure.  At  6  per  cent,  the  debt 
IS  redeemed  in  33  years.  The  company  pays  its 
creditors  4f  per  cent,  per  annum.  The  borrower 
may  always  accelerate  or  retard  the  final  liquida- 
tion by  increasing  or  diminishing  the  annuity. 

Belgium, 

In  Belgium  some  of  these  institutions  have 
failed.    Hut  there  are  two  in  operation. 

1.  Cause  dee  propriHairee^  a  limited  liability 
company,  founded  at  Brussels  in  1835,  and  incor- 
porated for  99  years.  It  lends  to  the  amount  of 
66  per  cent  of  the  value  of  the  land.  The  interest 
is  fixed  from  time  to  time.  The  borrower  pays 
besides  something  to  extinguish  the  capital,  and 
not  more  than  1  per  cent,  on  the  loan  for  commis- 
sion. He  may  regulate  the  annuity  so  as  to 
extinguish  the  debt  in  terms  of  from  5  to  60  years. 
Borrowers  may  pay  the  interest  either  in  money 
or  in  the  company*s  obligations.  They  may  also 
discount  their  debts  at  the  rate  agreed  upon. 

The  company  issues  its  obligations  on  the  first 
of  every  month  for  the  sum  agreed  to  be  advanced 
during  the  preceding  month.  The  capital  is  8 
million  francs,  divided  into  shares  of  500  francs. 
The  Bank  of  Brussels  receives  the  company*8 
obligations  at  par. 

2.  Caiese  HypoikScaire.  This,  like  the  last,  is 
a  company  with  limited  liability,  founded  in 
1835,  incorporated  for  60  years.  This  bank 
borrows  at  4  per  cent  by  issuing  shares,  which 
also  participate  in  any  surplus  profits.  It  lends 
at  4  per  cent,  with  1  per  cent,  commission,  and 
an  annuity  to  redeem  the  debt.  It  issues  its 
oblif;ations  once  a  month,  and  receives  them  ex- 
clusively in  payment  of  the  annuities  due  to  it 

The  second  class  of  these  establishments  are 
founded  by  the  State  and  under  its  control, 

Russia, 

In  Russia  there  are  four  classes  of  institutions 
of  CrSdit  Fancier,  The  first  was  founded  by 
the  Empress  Catherine  IL,  about  the  middle  of 
the  last  century.  There  are  more  than  100  in 
the  country.  They  consist — 1.  Of  those  managed 
by  the  Ministry  of  Finance  for  the  benefit  of  the 
state ;  2.  Local  establishments  in  each  Grovem- 
ment  under  the  Ministry  of  the  Interior;  3.  Those 
founded  by  the  Communes ;  4.  Those  directed  by 
the  Council  of  the  Foundling  Hospital,  under  the 
patronage  of  the  Empress.  Every  one  holding  the 
rank  of  nobility,  merchant,  or  agriculturist,  who 
possesses  landed  property,  has  a  right  to  CrSdit 
Fancier.  Proprietors  of  lands  with  serfs  are  en- 
titled to  an  advance  of  10  silver  roubles  for  every 
male  serf.  The  borrower  pays  5  per  cent,  interest, 
i  per  cent,  for  commission,  and  ^  per  cent,  on  the 
advance.  It  is  said  that  the  proprietors  prefer 
to  borrow  from  private  bankers,  in  consequence 
of  the  terms  of  repayment  being  easier. 

Hanover, 

In  Hanover  a  State  Bank  was  founded  in  1840, 
to  facilitate  the  redemption  of  the  feudal  burdens 
and  tithes,  and  it  extended  its  operations  as  a  bank 
of  CrSdit  Fancier  into  those  provinces  which  had 
none  before.    Its  statutes  were  revised  in  1849« 
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It  iBsnes  bonds  repayable  in  six  months,  and  one 
month  after  sight,  not  exceeding  5,000  thalers. 
The  Government  guarantees  the  bank  to  the 
amount  of  80,000  thalers,  and  always  keeps 
100,000  thalers  ready  to  assist  it  to  repay  its 
bonds  if  necessary.  The  borrower  pays  not  more 
than  4^  per  cent,  per  annum — 3^  for  interest,  ^ 
per  cent,  for  management,  and  i  per  cent,  for 
sinking  fund.  This  redeems  the  debt  in  60  years. 
At  1  per  cent,  the  debt  is  redeemed  in  43  years. 
If  the  rate  of  interest  falls  below  d|  per  cent.,  the 
remainder  ^oes  to  the  benefit  of  the  sinking  fund. 
The  bank  is  said  to  have  done  great  service  by 
redeeming  the  feudal  burdens. 

Saxony, 

There  is  besides  the  private  bank  we  have 
already  mentioned,  a  State  bank,  called  Banque 
JSypoUucaire  dei  JEtats  Promnciamx  de  la  Haute' 
Liuaee^  founded  in  1844  by  the  Estates  of  Haute- 
Lnsace.  It  issues  bonds  for  not  less  than  100 
thalers,  bearing  interest  fixed  from  time  to  time 
by  the  Estates.  The  borrower  pays  also  a  pre- 
mium of  j^  to  i  per  cent.,  and  also  i  per  cent,  to 
the  reserve  fund.  He  is  not  bound  to  pay  an 
annuity  as  a  sinking  fund,  but  may  pay  it  in  any 
sums  he  pleases,  not  less  than  20  thalers.  In 
case  the  debtor  does  not  pay  the  interest  within  a 
month  after  it  is  due,  the  bank  may  call  up  the 
capital.  In  1847  the  bonds  in  circulation  were 
1,668,330  francs.  It  is  said  not  to  be  in  a  very 
prosperous  condition,  as  the  expenses  of  manage- 
ment are  too  great. 

Heue'EUctordU. 

In  1832  the  Government  founded  a  bank,  called 
the  Landes-Credit-Kassej  to  assist  the  peasants  to 
redeem  their  tithes,  and  feudal  burdens,  by  loans, 
at  from  3^  to  2  per  cent  Its  operations  have 
been  extended  by  subsequent  statutes.  The  bank 
borrows  from  other  banks,  savings*  banks,  cor- 
porations, and  private  persons,  and  from  the  State, 
at  rates  not  exceeding  3)  per  cent.,  the  sums  it 
lends  out.  The  State  is  liable  for  all  its  obliga- 
tions. Debtors  pay  4^  per  cent,  interest.  At  the 
end  of  1848  the  bank  had  advanced  17,586,586 
thalers,  and  it  is  said  to  have  been  of  great  service. 

In  this  little  State  a  State  bank  was  founded 
in  1840,  to  furnish  advances  to  the  communes  and 
landed  proprietors  to  redeem  their  ancient  debts, 
tithes,  and  other  burdens,  to  assist  agriculture 
and  commerce  generally.  Its  capital  was  fixed 
at  3,500,000  florins.  The  seventh  part  of  this 
sum  was  created  by  means  of  notes,  100,000  of 
one  florin,  50,000  of  five  florins,  and  6,000  of  25 
florins.  These  notes  are  received  as  ready  money 
by  the  Government,  and  are  payable  in  specie. 
It  acts  as  a  savings'  bank,  and  one  of  deposit. 
Loans  must  be  covered  by  twice  their  value  in 
land.  The  borrower  pa^s  4  per  cent,  interest, 
and  1  per  cent,  as  sinkmg  fund.  In  1848  the 
bank  was  re-organised  and  transformed  into  a 
national  bank. 

Bremen* 

The  ma^strates  of  Bremen  have  instituted  a 
bank  which  seems  more  nearly  to  approach  the 
ideas  of  Law,  or  Cieszkowskl,  than  any  of  the 


others  we  have  mentioned.  The  inmer  of  rel 
property  has  the  right  to  deliver  to  commiarioDew 
appointed  by  the  magistrates  his  titles  to  it,  aod 
these  are  made  negotiable  like  Bllla  of  Kirdiaiigft. 
These  instruments  are  of  the  nature  of  l>xk 
Warrants. 

In  Belffinm  and  Switzerland  projects  for  insti- 
tutions of  this  nature  were  brought  forward  and 
in  course  of  (organization  at  the  date  whoi  IL 
Jo8seau*s  book  was  published. 

These  institutions  have  had  the  most  remark- 
able effects  in  promoting  the  agricoltiire  of  the 
countries  they  have  be^  founded  iiL,  Their 
obligations  have  maintained  through  all  crises — 
monetary,  war,  and  revolutionary — a  aleadziKss 
of  value,  far  beyond  any  other  public  securities 
whatever^  either  government  or  commercial.  M. 
Josseau  states  (TraiU  da  CridU  Fomcier.  Imirod. 
p»  XXV.  J,  that  in  a  population  of  27,827,990  the 
negotiable  Lettree  de  Oa^e^  or  JPfandbrie/e, 
amount  to  about  540,423,158  franca.  In  1848, 
when  all  public  securities  fell  enormonsly,  owing 
to  the  revolution,  the  Pfiwdbriefe  kept  their  value 
better  than  anything  else.  The  PmssiaB  fimds 
fell  to  69,  the  shares  of  the  Bank  of  Pmssta  to  63, 
and  the  Railroad  shares  to  30  to  90  per  cent^ 
whereas  the  Land  Credit  bonds,  producing  3^  per 
cent,  interest,  in  Silesia  and  Pomerania  stood  at 
93,  in  West  Prussia  at  83,  and  in  East  Pmsaia  at 
96.  In  1850,  those  producing  4  per  cent,  were  at 
102  in  Posen,  and  at  103  in  Mecklenborg. 

France. 

The  marvellous  efifbcts  of  the  institutions  of 
CrSdit  Fonder  were  long  unknown  in  fSrance. 
At  length  the  increasing  weight,  and  the  heavy 
terms  at  which  the  landed  debt  was  contracted 
in  France,   began   to  attract  the  attention  of 
economists  and  statesmen.    In  1851  the  value  of 
the  real  property  in  France  was  estimated  at  56 
milliards,  and  its  gross  income  at  1,920  millions. 
Upon  this  income  tiie  land  tax  amounted  to  240 
millions,  and  the  interest  on  the  mortgage  debt, 
estimated  at  an  average  of  7  per  cent.,  to  560 
millions,  leaving  1,120  millions  for  the  snppmt  of 
all  the  proprietors.  On  the  1st  July,  1820,  the  mort- 
gage debt  in  France  amounted  to  8,863,894,965 
francs;  on  the  1st  July,  1832,  to  11,233,265,778; 
and  on  the  1st  July,  1840,  to  12,544,098,600 ;  ^and 
though  later  official  accounts  of  the  total  were  not 
published,  it  continued  to  increase  up  to  the  revo- 
lution of  1848. 

The  heavy  rate  of  interest  on  mortgages  was 
due  greatly  to  the  imperfect  state  of  the  law, 
which  permitted  secret  mortgages,  which  could 
not  be  discovered  by  the  lender.  M.  Dupin,  the 
Procureur  Ohdrtdf  said  in  1840: — "In  Fnmce, 
the  purchaser  is  never  sure  of  becoming  the  pro- 
prietor ;  the  lender  on  mortgage  is  never  sure  of 
being  paid.**  We  need  not  be  surprised  that  many 
estimated  the  usual  interest  upon  mortgage  at  12, 
or  even  more,  per  cent.  Owing  to  these  causes 
landed  property  was  held  in  bad  odour  as  a 
security.  In  1826,  M.  Casimir  Perier  offered  a 
prize  of  3,000  francs  for  the  author  of  the  memoir 
on  the  best  method  of  Improving  the  law  of  mort- 
gage. These  appeals  produced  some  effect  In 
1841,  the  Cours  d^appel  and  the  FacuUe  de  droit 
appointed  a  committee  to  prepare  a  scheme  of 
reform,  which  was  just  going  to  be  laid  before  the 
Chambers  when  the  revolution  took  place.  When 
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tlie  efllMTescence  produced  by  this  event  had 
calmed  down,  the  Government  and  the  Assembly 
each  appointed  a  committee  to  consider  the  snb- 
j€3ct.  Each  of  them  recommended  that  all  trans- 
fers of  property,  and  all  hardens  on  It,  shonld  be 
made  public.  Both  the  Conseil  ^SteU  and  the 
Assembly,  however,  rejected  this  proposal.  The 
Government,  following  the  coup  dklaJt  of  the  2nd 
of  December,  effected  some  reform,  so  that  third 
parties  might  ascertain  the  debts  affecting  land. 

M.  Wolowski  seems  to  have  been  the  first  who 
brought  the  banks  of  CridiX  Fancier  before  the 
notice  of  the  French,  in  1835.    The  idea  began  to 
spread  slowly.    In  1845  the  CoiueiU  Oeneraux 
ivere  consulted,  and  M.  Boyer  received  a  com- 
mission to  go  to  Germany  and  study  their  me- 
chanism.   The  reports  published  by  him  helped 
to  enlighten  the  public  mind.    In  1848  multitudes 
of  projects  for  making  paper  money,  and  mobilizing 
the  limd,  were  brought  before  the  Assembly,  which 
were  warmly  and    successfully   combatted    by 
MM.  Thiers  and  L^n  Faucher  on  the  lOth  and 
1 1th  of  October,  1848.  The  sufierings  of  the  agri- 
cnlturists,    however,    were    very    severe.      M. 
Wolowski  brought  forward  his  plans  again,  which 
were  warmly  taken  up  by  meetings  of  agricultu- 
rists and  manufacturers.    A  meeting  of  proprietors 
was  held  at  Paris,  to  overcome  opposition  and 
introduce  banks  of  CrSdit  Fonder  into  France. 
The  Government  then  took  up  the  matter.    The 
ConseUtTHat  opened  an  inquiry,  and  gave  a  hear- 
ing to  every  one  who  had  anything  to  say — 
Economists,  Financiers,  Administrators,  Lawyers, 
and  projectors  of  schemes.    Further  information 
was  sought  from  Gkrmany.  '  Louis  Napoleon  had 
especial^  studied  the  Credit  Fancier  banks  in 
Germany,  and  had  long  desired  to  introduce  them 
into  France.    Feeling  himself  less  embarrassed 
after  the  2nd  of  December,  he  appointed  a  com- 
mission, and  himself  presided  at  its  meetings,  and 
on  the  28th  of  February,  1852,  a  decree  authorizing 
the  formation  of  such  institutions  was  published. 
Immediately  this  was  done,  M.  Wolowski,  who 
had  so  long  laboured  in  the  cause,  formed  a  com- 
pany, whose  statutes  were  approved  of  on  the  3rd 
of  July,  1852,  and  called  the  Banque  Fonciere  de 
Pari9,  Sociite  de  CrSdit  Fancier.    It  received  a 
privilege  for  25  years  to  carry  on  operations 
within  the  limits  of  the  Cour  d*Appel  of  Paris. 
Soon  afterwards  similar  institutions  were  formed 
at  Marseilles,  Nevers,  Lyons,  Toulouse,  Orleans, 
Poitiers,  Limoges,  Bonen,  Bordeaux,  Brest,  and 
other  places.   It  was  then  considered  that  it  would 
be  far  more  advantageous  to  have  all  these  con- 
solidated into  one  great  establishment  than  to 
remain  separate  ones.    The  land  bonds  would  be 
far  more  negotiable  at  the  Bourse  if  they  were 
those  of  one  great  company,  than  if  each  separate 
one  stood  upon  its  own  credit.    In  December, 
the  establishments  of  Marseilles  and  Nevers  were 
united  with  that  of  Paris,  which  was  authorized 
to  extend  branches  into  any  department  where 
none  existed,  and  to  incorporate  with  it  all  exist- 
ing societies,  and  was  then  called  the  Credit  Fan* 
cier  de  France.  <  The  bank  received  a  subvention 
of  10  millions  from  the  State,  and  was  bound  to 
raise  its  reserve  fund  to  60  millions,  and  to  ad- 
vance on  mortgage  200  millions,  redeemable  in 
amiuities  of  5  per  cent,  including  interest,  sinking 
fand,  and  cost  of  management.   '  The  debt  was 
eztinguiahed  in  50  years  by  these  means.    Other 


measures  were  taken  to  facilitate  the  abolition 
of  secret  mortgages,  which  was  the  principal 
obstacle  to  their  success.  M.  Josseau's  work, 
published  in  1853,  contains  a  full  exposition  of 
the  mechanism  of  the  proposed  institution. 

Properly  organized,  it  would  be  impossible  to 
exaggerate  the  benefits  which  such  an  institution 
would  produce  to  France,  and  under  the  sage 
direction  of  M.  Wolowski,  who  was  so  complete 
a  master  of  the  subject,  and  who  knew  well  to 
avoid  the  dangerous  rock  of  creating  a  paper 
money  based  on  land,  there  would  have  been  no 
danger  of  the  institution  straying  from  its  legiti- 
mate objects.  But  in  the  6th  volume  of  Messrs. 
Tooke  and  Newmarch*s  invaluable  History  of 
Prices^  which  brings  information  up  to  a  later 
date  than  M.  Jossean's  work,  it  appears  that  in 
1854  great  and  hazardous  changes  were  made  in 
its  constitution.  By  a  decree  of  July,  1854,  M. 
Wolowski,  was  superseded  in  its  management ;  a 
governor,  the  Comte  de  Germiny,  was  appointed, 
with  two  sub-governors,  MM.  Cr6py  and  Da- 
veme.  Its  objects,  as  defined  by  its  statutes,  are 
to  lend  upon  mortgage  of  lands,  in  any  of  the 
departments,  sums  redeemable  by  terminable 
annuities ;  to  adopt  any  other  system  of  lending 
upon  real  security ;  to  create  an  amount  of  ne- 
gotiable interest  bearing  securities  equal  to  its 
advances ;  and  to  receive  deposits,  without  Inte- 
rest, of  sums  destined  to  be  turned  into  tiiese 
Obligations  Foncieres^  or  land  bonds.  The  privi- 
lege to  the  company  is  for  99  years,  from  1852. 
It  was  intended  that  the  annuities  charged  should 
redeem  the  debts  with  interest  in  50  years.  The 
first  charge  made  by  the  company  was  5  per  cent., 
but,  this  being  found  too  low,  it  was  raised  to  5.44 
per  cent.,  then  to  5.65  per  cent.,  and  then  to  5.949 
per  cent  The  bonds  are  for  1,000,  500,  and  100 
fi*ancs,  and  bear  8  per  cent,  interest,  but  are  re- 
payable by  lottery  drawings,  held  four  times  a 
year,  at  1,200,  600,  and  120  francs.  But  a  very 
curious  and  objectionable  species  of  gambling  has 
been  introduced  into  the  lottery,  in  order  to 
stimulate  the  public  to  purchase  the  bonds. 
The  first  bond  of  1,000  francs  drawn  is  en- 
titled to  a  prize  of  100,000  francs;  the  second 
to  50,000 ;  the  third  tb  40,000 ;  and  from  the  7th 
to  the  14th  to  5,000.  The  bonds  of  lower  de- 
nominations are  entitled  to  rateable  prizes.  In 
1853  and  1854,  sajs  Mr.  Newmarch,  the  sum 
given  away  as  prizes  amounted  to  1,200,000  francs, 
and  in  1855  to  800,000  francs,  and  by  means  of 
these  stimulants  at  this  period  it  had  obtained 
more  than  three  millions  sterling  of  deposits. 
As,  however,  the  whole  landed  debt  of  France 
amounts  to  320  millions  sterling,  we  see  what  an 
enormous  field  the  company  has  to  work  upon. 
In  short,  should  it  even  succeed  in  converting  a 
moderate  proportion  of  it,  it  may  become  almost 
a  power  in  tiie  State.  If  it  should  succeed  in 
converting  the  whole  it  would  exceed  many  times 
all  the  banks  of  Cridit  Fonder  of  Germany  to- 
gether. Mr.  Newmarch  justly  censures  the  gamb- 
ling element  introduced  into  it  as  vicious  in  all 
points  of  view,  both  of  economics  and  morals. 

By  the  annual  report  of  the  Directors  for  the 
year  1861,  published  in  the  Moniteur  of  the  3rd 
of  May,  1862,  the  position  of  the  company  was 
as  follows  :-^ 

The  loans  on  mortgage  and  to  the  communes, 
which  in  1860  amounted  to  69|489,445  francs, 
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rose  in  1861  to  120,065,519,  of  which  there  were 
to  private  persons  90,272,334,  and  to  communes 
29,793,185-12.  Of  the  private  loans  two-and-a- 
lulf  millions  were  for  short  dates,  the  remainder 
fo^  long  dates.  In  1860  these  loans  were  709  In 
number,  and  48,054,300  francs  in  amount;  in 
1861  they  were  1,136  in  number,  and  87,772,334 
in  amount,  shewing  an  increase  of  63  per  cent,  in 
Dupober*  and  80  per  cent,  in  amount.  Of  these 
826  amounting  to  19,380,700  were  advanced  to 
pei*8on8  in  the  department  of  the  Seine ;  332  to 
the  amount  of  18,218,000  in  the  departments.  In 
1860  the  number  of  these  latter  was  199,  and 
their  amount  12,617,000;  in  1859,  their  number 
was  110,  and  the  amount  6  millions. 
In  1861  the  loans  were  as  follows: — 

To  1,000,000  and  upwards 8  20,000,000 

From  500,000  to  1,000,000  8  5,970,000 

„    100,000  „     500,000  162  82,784,000 

„      60,000  „     100,000  168  18,827,000 

„      10,000  „       60,000  472  18,037,700 

„      10,000  and  less 346  1,980,300 

being  an  average  of  76  thousand  on  the  whole. 

Up  to  the  end  of  1861,  the  number  of  long  loans 
effected  by  the  company  was  3,941,  to  an  amount 
of  275,577,314  francs,  of  which  there  had  been 
cleared  off  by  the  sinking  fund,  6,419,665*60,  and 
by  payments  in  advance  15,347,533*20,  leaving 
in  existence  253,810,1 15-20.  Of  these  2,404  had 
been  made  in  the  department  of  the  Seine,  and 
1,537  in  the  departments.  These  loans  were 
classed  as  follows : — 

1,000,000  and  above 8  41,500,000 

600,000  to  1,000,000  41  28,562,000 

100,000  to    600,000  695  114,592,000 

60,000  to    100,000  699  43.671,234 

10,000  to      60,000  1657  41,851,580 

Under             10,000  1041  6,400,500 

During  1861,  the  sum  the  company  had  to  -re- 
ceive for  annnities  was  11,331,510*02. 

The  increase  in  the  number  and  amount  of 
loans  was  as  follows : — 


1857 
1858 
1859 
1860 
1861 


114  8,059,780 

227  80,041,200 

348  26,886,300 

709  48,054,300 

1,136  87,807,584 


The  number  of  land  bonds  issued  during  1861 
was  165,609,  and  their  amount  82,891,800,  of 
which  there  were  54,461  for  27,317,800,  at  3  to 
4  per  cent. ;  and  111,148  for  55,574,000  at  5  per 
cent.  At  the  end  of  1853  the  company's  land 
bonds  in  circulation  amounted  to  22,099,600 
francs;  at  the  end  of  1861  they  had  increased  to 
259,148,200. 

The  company  receives  deposits  on  current  ac- 
counts like  a  bank,  one-half  of  which  it  places  in 
the  Treasury,  the  other  half  it  may  invest  in 
securities  of  not  longer  than  90  days.  During 
1861  it  received  in  deposit  252,794,487,  and  paid 
out  57,061,275.  The  number  of  depositors  at  the 
end  of  the  year  was  6,743,  and  the  rate  of  interest 
they  received  during  the  year  2^  per  cent 

The  dividend  per  share  was  17*50  francs  for 
1853  and  three  following  years;  20  francs  for 
1857 ;  22*50  for  1858 ;  25  for  1859 ;  30  for  I860; 
and  37*50  for  1861,  being  at  the  rate  of  15  per 
cent. 

Seeing  the  great  development  of  the  company, 
the  directors  determined  to  issue  a  second  series 
of  60,000  shares,  which  th^  were  permitted  to 


do  at  any  time,  but  ordered  to  do  Ipr  a  fltetaie  of 
July  6, 1860,  whenever  their  obligations  antooitied 
to  600  millions.  These  shares  are  tobeiasiied 
at  the  price  of  250  francs,  payable  by  ingtshnents 

Cheat  Britain  and  Ireland, 

Banks  of  CHdit  Fancier  have  never  been  for- 
mally introduced  into  Great  Britain.  In  Scotland 
we  have  seen  that  their  practical  efiecta  had  bets 
anticipated  by  the  invention  of  Cash  Credita  bj 
the  Scotch  Banks.  By  the  excellent  system  of 
registration  of  titles  to  land  which  has  hceai  long 
in  use  in  that  country,  all  difficulties  whidi  have 
been  felt  in  other  countries  with  regard  to  secret 
mortgages  were  obviated.  The  rigorous  system  of 
entails,  however,  which  prevailed  in  that  oountry 
for  a  long  period  counteracted  the  good  that  mi^t 
have  been  done.  Successive  Acts,  however,  were 
passed  to  mitigate  these  evils ;  and  the  progress  of 
the  country  has  been  correspondingly  rapid. 

In  England  jnany  obstacles,  politioU  and  l^al, 
tended  to  retard  and  impede  the  application  of 
Capital  to  the  improvement  of  the  land.  Whea 
the  desire  for  it,  however,  existed,  the  dlfiereot 
Insurance  Companies  supplied  the  necessaiy 
means,  and  Mr.  Newmarch  says  that  in  1858 
there  were  j^robably  advances  to  the  amoont  i^ 
80  or  90  million  sterling  by  the  different  Insurauoe 
Offices.  These,  therefore,  performed  the  part 
which  it  was  the  purpose  of  the  Banks  of  Credit 
Fonder  to  supply,  only  the  securities  tiiey  take 
are  not  negotiable. 

These  facilities,  however,  not  being  sufficient  for 
reasons  arising  out  of  the  tenure  of  land,  an  Act 
was  passed,  Statute  1840,  c.  65^  to  enable  the 
owners  of  settled  estates  to  charge  their  estates 
with  annuities  to  redeem  advances  made  for  drain- 
ing them.  Tenants  for  life  were  anthorised  to 
petition  the  Court  of  Chancery  to  enable  them  to 
borrow  money  to  drain  their  estates,  to  be  paid  off 
by  instalments,  in  not  less  than  12,  and  not  more 
than  18  years,  with  5  per  cent,  interest.  Bnt  the 
Court  was  not  to  allow  such  advances  to  be  made 
unless  it  was  certified  to  them  that  the  annual 
value  of  the  lands  would  be  increased  by  at  least 
7  per  cent.  These  formalities  greatly  impeded 
any  improvements  that  might  have  been  done. 

The  Repeal  ot  the  Com  Laws  in  1846  threw 
the  landed  interest  into  a  great  state  of  alarm,  as 
is  not  to  be  wondered  at.  It  was  seen  that 
their  principal  hope  of  combatting  the  effects  of 
low  prices  was  in  agricultural  improvements.  In 
that  year  an  Act,  Statute  1846,  c  101,  was  passed 
to  authorize  the  advance  of  £2,000,000  for  Great 
Britain,  and  £1,000,000  for  Ireland,  by  way  of 
Exchequer  Bills,  to  promote  the  improvement  of 
land  by  draining,  to  be  redeemed  by  a  rent  charge 
of  6}  per  cent,  for  22  years.  These  Exchequer 
Bills  we  see  exactly  represented  the  Lettres  de 
Gage  of  the  German  Banks  of  OrSdit  Fonder, 

This  operation,  excusable  under  the  particular 
circumstances  of  the  case,  was,  however,  contrary 
to  sound  principles,  as  the  G^ovemment  had  no 
business  to  make  advances  to  one  species  of  indus- 
try rather  than  another.  The  plan  was  found 
successful,  and  in  1849  an  Act  was  passed  to 
facilitate  advances  on  a  similar  plan  by  private 
persons,  Statute  1849,  c.  100.  The  Indosure 
Commissioners  were  appointed  to  act  as  the 
intermediaries  between  those  who  wished  to  lend 
and  those  who  wished  to  borrow.    Some  private 
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CompaDies  were  formed  for  this  pnrpose,  and  they 
obtained  private  Acts,  thus  being  Banks  of  Credit 
Fancier^  except  that  their  bonds  were  not  made 
negotiable.  A  paper  read  by  Mr.  Denton  before 
the  Society  of  Arts  in  December,  1855,  and  qnoted 
by  Mr.  ^wmarch,  states  that  the  area  of  culti- 
vated land  in  Great  Britain  is  abont  44  million 
acres,  of  which  one  half  requires  draining.  Of 
this  only  about  6  per  cent,  was  drained.  That  to 
drain  the  remainder  properly  would  require  a  sum 
of  about  107  millions  sterling.  Since  that  period 
considerable  advance  has  been  made,  but  from 
this  statement  it  is  clear  what  an  extensive  field 
is  open  in  this  country  for  the  establishment  of 
Institutions  of  Credit  Fancier  on  sound  principles. 

CREDIT  MOBILIEB.— In  the  preceding  ar- 
tide  we  have  given  some  account  of  a  species  of 
banks  which  have  been  found  to  be  of  the  most 
beneficial  nature,  and  to  have  immensely  de- 
veloped the  productive  powers  of  the  earth.  The 
increasing  attention  paid  to  industrial  subjects  in 
France  since  the  accession  of  the  Emperor  Napo- 
leon III.,  gave  rise  to  a  new  species  of  bank, 
whose  organization  we  must  now  endeavour  to 
explain. 

On  the  18  th  November,  1852,  the  Government 
sanctioned  the  statutes  of  the  Societi  Oenerale  de 
Oridit  Mobilier,  which  received  a  privilege  tor 
99  years.  Its  objects,  as  stated  in  its  statutes, 
Tit.  II.,  are - 

1.  A  souscrlre  on  acquerir  des  effets  publics, 
des  actions  on  des  obligations  dans  les  differentes 
entreprises  industrielles,  ou  de  credit,  constitnees 
en  Soci^tes  anonymes,  et  notamment  dans  celles 
de  chemin  de  fer,  de  canaux  et  de  mines,  et  d^autres 
travaux  publics,  dejti  fondees  ou  k  fonder. 

2.  A  emettre  pour  une  somme  egale  k  celle 
employee  k  ces  souscriptions,  et  acquisitions,  ses 
propres  obligations ; 

3.  A  vcndre  ou  donner  en  nantissement  d'em- 
prnnts,  tous  eifets,  actions  et  obligations  acquis, 
et  k  les  echanger  contre  d*autres  valeurs ; 

4.  A  Boumissioner  tous  emprunts,  k  les  c6der  et 
realiser,  ainsi  que  toutes  entreprises  de  travaux 
publics ; 

5.  A  preter  sur  effets  publics,  sur  depots  d*ac- 
tions  et  obligations  et  k  ouvrir  des  credits  en 
compte  courant  sur  depots  de  ces  diverses  valeurs; 

6.  A  recevoir  des  sommes  en  compte  courant. 

7.  A  operer  tous  recouvrements  pour  le  compte 
des  compagnies  sus^nonc6es,  k  payer  leurs  cou- 
pons d*int^r^ts  ou  de  dividende,  et  g^n^ralement 
toutes  autres  dispositions ; 

8  A  tenir  une  caisse  de  depots  pour  tous  les 
titres  de  ces  entreprises. 

Until  the  whole  of  the  share  capital  was  taken 
up,  the  obligations  of  the  Company  were  not  to 
exceed  five  times  the  amount  of  the  paid  up  capi- 
tal. When  it  was  all  paid  up  they  might  be  ten 
times  the  Capital.  Bnt  they  must  always  be 
covered  by  an  equal  amount  of  public  securities, 
shares,  and  other  securities.  They  were  to  be 
payable  either  at  sight,  or  at  not  less  than 
45  days.  The  united  amoant  of  the  sums  received 
on  current  accounts,  and  of  obligations  created  of 
less  than  a  year*s  currency,  were  net  to  exceed 
twice  the  amount  of  the  paid>up  capital.  The 
capital  was  fixed  at  60  millions  of  francs,  divided 
into  120,000  shares  of  500  francs,  transferable  by 
delivery. 
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The  CrSdit  Mohilier  arose  out  of  the  necessity 
we  have  described  in  the  preceding  article  as 
being  felt  in  any  country  in  which  a  spirit  of 
commercial  enterprise  is  suddenly  developed  be- 
fore the  system  of  Credit  is  fully  understood. 
We  have  already  said  that  the  Scotch  Banks, 
during  the  last  century,  by  means  of  their  cash 
credits,  anticipated  the  system  of  Credit  Fonder^ 
we  ma}*^  also  say  that  they  did  the  same  with 
most  of  the  objects  contemplated  by  the  Credit 
Mohilier.  The  Banks  of  Credit  Fonder  were 
especially  designed  to  promote  agricultural  im- 
provements. The  Bank  of  CrSdit  Mohilier  is 
especially  designed  to  promote  industrial  enter, 
prises  of  all  sorts — Railways,  Canals,  Docks, 
Mines,  Gas,  &c.,  &c.  Now  all  these  things  are 
done  by  means  of  the  system  of  Cash  Credits,  as 
we  have  fully  shewn  under  Credit,  §  129-144. 

But  the  Credit  Mohilier  had  more  ambitious 
aims  than  these,  which  are  detailed  in  its  reports 
for  1854  and  1855.  In  the  first  year  of  its 
existence  it  subscribed  largely  to  the  CrSdit  Fon- 
dery  it  aided  the  consolidation  of  several  railways. 
The  Companies  of  the  Midi  and  the  Grand  Central 
made  them  their  bankers.  They  advanced  to  all 
subscribers  to  the  new  shares  of  the  Compagnie 
de  VEst  200  francs  per  share  at  4  per  cent.,  be- 
sides various  other  operations.  In  the  next  year, 
besides  subscribing  to  a  large  amount  to  the  pub- 
lic loan  required  to  carry  on  the  Russian  war, 
they  subscribed  to  a  loan  to  the  Grand  Central 
Railway,  and  the  Compagnie  de  FEst,  and  various 
other  industrial  operations  were  promoted  under 
their  auspices,  such  as  the  SodSte  des  immeuhles 
de  la  Rue  de  Rivoli  and  the  SodetS  Maritime, 
They  also  assisted  a  mining  company  in  the 
Loire,  which  had  for  several  years  been  in  difii- 
culties ;  the  General  Omnibus  Company  of  Paris ; 
the  Salt  Company  of  the  £ast ;  a  railroad  from 
Dale  to  Salines,  and  some  Austrian  railways. 

Besides  detailing  these  operations,  the  report  of 
of  this  year  contained  an  exposition  of  their  ul- 
terior projects  regarding  paper  currency.  They 
wished  to  form  analagous  institntions  in  every 
country  in  Europe,  all  in  correspondence  with  each 
other,  so  as  to  issue  obligations  having  an  Euro- 
pean circulation,  to  facilitate  the  fiow  of  capital 
from  one  place  to  another,  and  ultimately  the 
assimilation  of  moneys  in  Europe.  This  year  the 
Company  declared  a  dividend  of  very  nearly  12 
per  cent. 

In  the  following  year,  1855,  the  French  Go- 
vernment opened  a  still  larger  loan  than  in  the 
preceding  one,  to  which  the  CrSdit  Mohilier 
subscribed  two  sums  of  250  and  375  millions  of 
francs.  Its  commercial  operations  were  also 
greatly  extended,  and  need  not  be  enumerated, 
consisting  chiefly  of  advances  to  numerous 
railway  and  other  companies.  In  consequence  of 
this  extension  of  its  operations,  the  dividends 
declared  exceeded  40  per  cent,  for  the  year  1855. 

Similar  institutions  were  also  founded  in  Aus- 
tria and  Spain. 

The  extraordinary  success  of  the  Company 
determined  the  Directors  to  commence  the  issue 
of  their  obligations,  which  they  were  authorized 
to  do  by  their  statutes.  These  were  of  two  sorts, 
one  at  short  dates  corresponding  to  their  tem- 
porary investments,  the  other  at  long  dates, 
redeemable  by  instalments,  corresponding  to  their 
I)ermanent  investments  in  Stocks,  Shares,  &c. 
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These  obligations  were  to  be  gaaranteed  by  the 
investments  which  they  represented,  as  well  as 
by  a  Capital  appropriated  to  the  purpose.  They 
proposed  to  issue  these  obligations  to  the  amount 
of  240  millions. 

The  extraordinary  dividends  declared  by  the 
Company,  and  the  boldness  with  which  it  pub* 
lished  its  plans  of  embracing  all  Europe  in  its 
operations,  directed  the  attention  of  the  financiers 
in  every  country  to  it.  Their  alarm  was  excited 
by  its  scheme  of  issuing  so  vast  an  amount  of 
paper  currency,  and  they  dreaded  the  revival  of 
the  days  of  Law.  A  note  inserted  in  the  Moni" 
teur  in  March,  1856,  forbade  the  creation  of  the 
proposed  obligations.  This  blow^  deprived  the 
Company  of  much  of  its  public  interest,  and 
from  that  time  its  dividends  greatly  declined. 
They  fell  to  about  22  per  cent,  for  1856.  The 
great  commercial  crisis  of  1857  still  further  re- 
duced them,  j9o  that  in  that  year  they  were  only 
5  per  cent.  They  were  the  same  for  1858.  For 
1859  it  rose  to  7^.  lu  1860  it  was  10  per  cent., 
and  in  1861  the  same 

The  prohibition  by  the  Government  of  the 
creation  of  its  paper  obligations,  saves  us  the 
necessity  of  examining  them  at  length.  The 
CrMit  Mobilier  has  no  doubt  been  eminently 
useful  in  developing  industrial  associations,  but 
the  securities  which  it  receives  are  much  more 
liable  to  fluctuation  in  value  than  those  of  the 
Credit  Fonder,  and  for  that  reason  its  operations 
are  more  hazardous.  This  is  fully  shewn  by  the 
remarkable  variations  in  the  dividends. 

CREECH,  WILLIAM. 

Letters  addressed  to  Sir  J,  Sinclair,  Bart,, 
respecting  the  mode  of  living,  arts,  commerce, 
literature,  manners,  S^c,  of  Edinburgh  in  1763, 
and  since  that  period.  Illustrating  the  Statistical 
progress  of  the  Capital  of  ScoHaruL  Edinburgh, 
1793. 

CREN,  J.  J.  F. 

Projet  (Tetablissemens  de  Banques  ponr  le 
prompt  rStablissenient  du  Credit  Public  en  France, 
Paris,  1817. 

CRESCIMAimO,  AirrONNINO. 

Le  Costituzioni  del  pecuniario  Palermitano 
Banco,    Palermo,  1761. 

CREXIZE  DE  LESSER,  HIPPOLYTE. 

Statistique  du  Departem  ent  de  VHeravlU  Mont- 
pellier,  1824. 

CBEU8E-LAT0UCHE;    bom   in    1750;   a 
member  of  the  Institute,  &c.;  died  1800. 
Sur  les  subsistances.    Paris,  1793. 

CREUZE-PASCAL,  MICHEL. 

Vues  d' economic  politique.    Paris,  1 793. 
CSEWE,  SIB  OEOBOE,  BART. 

A  word  for  the  Poor,  and  against  the  present 
Poor  Law,  both  as  to  its  principle  and  practice, 
Derby,  1843. 

CBISI8,  COMMEBCIAL.— We  have  under 
the  article  Cbedit,  endeavoured  to  explain  to  our 
readei*s  the  mechanism  of  the  grand  system  of 


Credit,  and  shew  the  manrelloiiB  effects  It  is 
capable  of  producing  on  the  proepeiity  of  natk^:. 
But  there  is  a  reverse  to  the  picture.  Like  everr 
other  great  power,  like  gunpowder,  like  steam,  h 
is  attended  with  commensurate  daogera.  Mis- 
used Credit  is  the  cause  of  those  terrible  merctc- 
tile  catastrophes  which  periodically  sweep  ever 
the  world.  They  increase  in  magnitudd  and 
danger  with  the  gigantic  development  of  Credit 
It  is,  therefore,  one  of  the  most  transeeBdcii: 
problems  in  practical  Political  £con<Hny  to  know 
how,  if  possible,  to  discern  the  sjmpt<»ns  which 
betoken  the  approach  of  these  terrible  amTil> 
sions,  and  to  deal  with  them  when  thej  oecor. 

We  have  shewn  under  Credit  that  its  funda- 
mental conception  is  the  Present  Right  to  afvtsrt 
payment.  Nearly  all  modem  Economists  tre 
agreed  that  transfer  is  one  species  of  productkc, 
and  that  Credit  is  productive  by  being  purchasiaj 
power, — purchasing  power,  however^  which  has 
always  to  be  redeemed. 

If,  therefore,  persons  produce,  or  bring  forwvd 
for  sale  in  any  way  whatever,  or  bnj  bo  much  m 
credit,  so  that  the  price  of  the  goods,  &C.,  whm 
sold  cannot  redeem  the  credit,  it  is  evident  tbs: 
they  have  brought  forward  or  produced  too  modi. 
And  this  is  the  true  meaning  of  that  often  used 
but  ill-defined  expression  OvBa-PnonucnoK. 
Every  mercantile  operation,  therefore,  attended 
with  a  loss,  is  over-production,  and  every  perc<a 
who  does  it  is  brought  by  so  much  nearer  to  bank- 
ruptcy. 

All  commercial  crises  arise  from  a  large  portiiA 
of  the  coDunercial  community  having  brougM 
forward,  or  produced,  more  than  they  can  sdL 
Hence  we  may  say,  in  general,  that  aU  oommerdAl 
crises  spring  from  over-production. 

Credit  being  the  great  productive  power  of 
modem  times,  and  being  divided  into  Commsriil 
and  Banking  Credit,  of  course  a  Commercial 
Crisis  may  originate  out  of  the  abuse  of  either,  or 
both.  Many  speculators  on  the  subject  have 
supposed  that  by  legal  regulations  they  might  be 
prevented  or  greatly  mitigated.  It  becomes, 
therefore,  of  the  greatest  consequence  to  modem 
society  to  ascertain  the  sources  whence  commerci&l 
crises  originate,  and  especially  how  the  conduct 
of  great  Banks,  which  are  the  pillars  of  Credit, 
should  be  guided  during  the  tempest. 

Commercial  Crises  originating  in  Credit  have, 
of  course,  a  comparatively  moidem  origin.  If 
there  were  none  but  transactions  in  ready  moner 
single  individuals  might  be  ruined,  who  speculate 
injudiciously ;  but  they  would  involve  no  one  elk> 
in  their  misfortunes.  The  inci^eased  danger  under 
the  modem  system  of  credit  is  that  most  persons, 
even  of  the  highest  standing,  are  so  involved  with 
others  that  it  is  always  impossible  to  tell  how  the 
gi'eatest  names  may  be  entangled  with  others, 
^'hen,  therefore,  considerable  numbers  are  af- 
fected the  discredit  is  sure  to  enlarge  itself  very 
considerably  beyond  the  actual  danger. 

A  very  important  branch  of  the  inquiry,  there- 
fore, is  to  consider  what  means  should  be  adopted 
to  extend  temporary  aid  to  those  persons  who  are 
really  solvent,  but  whose  credit  may  be  affected 
by  the  general  distrust. 

Commercial  Crises  may  ai'ise  out  of  one  or 
more  of  the  following  causes— 

First,  A  long-continued  very  low  rate  of  in- 
terest.   Persons  in  such  times  who  have  notliing 
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but  the  interest,  of  small  capitals  to  live  od, 
are  so  straitened  in  their  means,  that  they  look 
out  for  more  profitable  investments.  At  such 
times  wild  speculators  are  sure  to  abound  to 
take  advantage  of  the  credulous.  One  scheme 
breeds  another,  and  a  speculative  fever  seizes 
upon  the  public  like  a  mania.  Multitudes  of 
schemes  are  set  afloat  for  no  other  purpose  than 
gambling  in  the  shares.  Numbers  of  persons 
then  rush  to  bay  the  shares  merely  for  the  sake 
of  selling  them  again,  knowing  full  well  that  a 
crash  mast  come,  but  hoping  to  make  a  lucky  hit 
during  the  fever.  Then  at  last,  either  when  calls 
come,  supposing  them  ever  to  get  to  that  stage, 
or  when  the  circle  of  dupes  is  found  to  be  ex- 
liansted,  prices  begin  to  waver,  and  every  one 
rushes  to  sell,  and  of  course  things  fall  as  rapidly 
ss  they  rose,  and  then  comes  the  crash. 

Secondly,  When  some  new  large  market  is 
opened  at  home  or  abroad,  in  which  extraordinary 
gains  are  realized  by  the  first  adventurers. 
Numbers  then  rush  in,  and  over-production  takes 
place,  and  the  herd  of  adventurers  is  ruined. 

Thirdly,  A  great  and  general  failure  of  some 
great  crop  necessary  for  subsistence.  The 
enormously  increased  price  deranges  the  demand 
for  other  things,  the  sudden  rise  of  price  tempts 
great  speculation,  sure  to  be  followed  by  enor- 
mous disasters. 

Fourthly.  A  great  derangement  of  the  ordinary 
course  of  trade  from  some  great  general  cause,  such 
as  the  sudden  commencement,  or  the  sudden  ter- 
mination, of  a  war.  The  sudden  cessation  of 
demand  for  some  articles  deranges  the  calculations 
of  the  producefs  of  them,  and  the  sudden 
demand  for  large  quantities  of  others  raises  their 
price  suddenly,  and  gives  rise  to  immense  specu- 
lations in  them,  which  are  sure  to  be  overdone 
and  end  in  general  ruin. 

Each  of  these  causes  separately,  if  on  a  suffi- 
cient scale,  may  produce  a  Commercial  Crisis ; 
but  as  several  of  them  may  happen  together,  it 
will,  of  course,  be  proportionably  intensified. 
And  these  effects  are  immensely  increased  by  that 
abominable  system  of  accommodation  paper  we 
have  described  under  Cbbdtt,  §  169-198.  Bad 
speculation  might  no  doubt  cause  serious  disasters, 
bat  after  all,  these  disasters  would  be  limited  to 
the  resources  of  the  speculators,  and  when  they 
came  to  an  end,  further  progress  in  ruin  would 
be  arrested.  But  when  a  herd  of  speculators  can, 
by  means  of  writing  their  names  on  bits  of  paper, 
extract  funds  without  limit  from  bankers  to 
speculate  with,  the  area  of  ruin  is  vastly  in- 
creas4^d. 

The  object  of  the  present  article  is  to  examine 
the  history  of  these  catastrophes,  and  to  explain 
what  has  been  the  action  of  the  Bank  of  England, 
to  consider  the  opinions  'of  various  persons,  who 
are  redded  as  authorities  on  the  subject,  and  to 
investigate  the  principles  and  the  policy  of  the 
Bank  Act  of  1844. 

The  Crisis  of  1763, 

It  is  a  very  favourite  doctrine  with  some  per- 
sons that  Commercial  Crises  are  chiefly  caused 
by  the  abuse  of  the  power  of  issuing  notes  by 
banks,  and  that  if  that  power  were  taken  away, 
such  crises  would  be  prevented. 

For  this  purpose  they  advocate  what  they  call 
the  **  Currency  Principle"  (Cubbekct  Fbibciplb). 
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But  that  this  is  no  guarantee  against  a  crisis  Is 
shewn  among  other  instances  by  that  of  the  year 
1763.  The  termination  of  the  war  in  1763  was 
followed  by  an  immense  number  of  failures  at 
Amsterdam,  Hamburgh,  and  other  great  cities 
abroad.  They  began  on  the  29th  July,  at  Am- 
sterdam, by  the  failure  of  two  brothers,  named 
Neufville,  for  upwards  of  330,000  guineas ;  in  a 
week  they  were  followed  by  30  other  houses,  and 
14  at  Hamburgh.  Discount  rose  from  3  to  7  per 
cent.,  and  soon  after  there  was  a  general  failure 
of  private  credit,  and  no  business  was  transacted 
except  for  ready  money.  In  the  banning  of 
August  the  bankers  of  Hamburgh  were  so  alarmed 
by  the  report  that  those  of  Amsterdam  intended 
to  allow  the  Neufvilles  to  fail,  that  they  wrote 
them  a  most  pressing  letter  to  say  that  such  a 
step  would  infallibly  plunge  all  Europe  into  an 
abyss  of  distress,  and  that  they  had  unanimously 
determined  to  suspend  their  own  payments  if  this 
were  not  done.  **The  fate  of  the  general  com- 
merce of  all  Europe  is  at  present  absolutely  in 
your  hands ;  determine,  gentlemen,  whether  you 
should  crush  it  totally,  or  support  it.'*  (Annual 
Register;  Cfentleman^s  Magazine  for  17  63,)  This 
letter  came  too  late,  for  the  Neufvilles  had  been 
allowed  to  fail  several  days  before  it  was  written. 
And  the  consequences  were  very  much  as  the 
Hamburgh  bankers  had  predicted.  This  crisis 
extended  to  England,  and  Smith  says  that  the 
Bank  of  England  extended  its  support  to  the 
merchants  to  upwards  of  a  million. 

The  Crisis  of  1763, 

Ten  years  after  the  preceding  crisis  of  1763, 
another  of  a  very  severe  nature  took  place  in 
1772,  and  the  beginning  of  1773.  It  extended 
over  all  the  trading  nations  of  Europe.  The 
Bank  of  England  came  forward  with  judicious 
liberality  to  assist  the  merchants,  and  by  this 
means  the  general  destruction  of  credit  was 
averted.  In  1782,  the  unfortunate  war  with 
America  was  terminated,  and  immediately  an 
immense  extension  of  foreign  commerce  took 
place.  The  Bank  greatly  increased  its  issues ;  they 
rose  from  about  £6,000,000  in  1780,  to  £9,600,000 
in  March,  1782.  The  directors  then  seem  to  have 
become  alarmed,  for  they  soon  afterwards  as 
violently  contracted  them  ;  so  that  in  December, 
1782,  they  were  reduced  to  £5,994,000.  This 
course  of  conduct  naturally  produced  a  great 
demand  for  specie  on  the  Bank,  and  a  rapid 
drain  set  in,  which  in  May,  1783,  inspired  the 
Directors  with  considerable  alarm  for  the  safety 
of  the  Bank.  The  Directors  considered  that  if 
they  continued  the  contraction  of  their  issues, 
the  drain  must  at  length  be  arrested,  and  the 
exchanges  turned  in  their  favour  by  the  returns 
for  the  exports.  They  refhsed  to  make  any 
advances  to  Grovemment  on  the  loan  for  that 
year,  but  they  did  not  make  any  demand  for  the 
repayment  of  the  other  advances  to  Government, 
which  amounted  to  between  nine  and  ten  millions. 
They  continued  this  policy  till  October,  when 
their  specie  was  reduced  to  £473,000;  but  at 
last  the  exchanges  were  turned  in  their  favour, 
and  specie  began  to  flow  in  from  abroad.  As 
soon  as  the  favourable  symptoms  had  decidedly 
manifested  themselves,  the  Directors  advanced 
freely  on  the  loan,  and  to  the  merchants.  The 
doctrine  which  Mr.  Bosanquet,  one  of  the  direc- 
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tors,  stated  guided  them  was  this ;  that  while  a 
drain  of  specie  is  going  on,  their  issues  trhoiild  be 
contracted  as  much  as  possible ;  but  that  as  soon 
as  the  tide  had  given  signs  of  ceasing,  and  turning 
tlie  other  way,  it  was  then  sate  to  extend  them 
freely. 

The  Crisix  of  1793. 

The  {Treat  crisis  of  1793  may  be  considered  as 
the  first  of  those  great  catastrophes  in  modern 
times,  of  which  we  liave  a  sufficiently  distinct 
account  for  scientific  purposes,  and  in  which  the 
Banlc  of  England  acted  a  decided  part,  which  has 
been  the  subject  of  much  criticism  from  persons 
who  enjoy  the  highest  name  in  finance. 

We  have,  under  Banking  in  England,  §  107, 
shewn  how  the  seeds  of  disaster  were  sown  by 
the  monopoly  of  the  Ban  is  of  England.  Soon 
after  the  peace  of  Paris,  in  1763,  the  industrial 
energies  of  the  people  burst  forth  in  that  brilliant 
career  which  they  have  ever  since  pursued.  After 
they  recovered  from  the  interruption  of  the  war 
with  America,  commerce,  aided  by  the  new  means 
of  production  and  carriage,  received  an  extra- 
ordinary stimulus.  In  1786,  a  memorable  Treaty 
of  Commci'ce  and  Navigation  was  concluded  by 
Mr.  Pitt  with  France,  negotiated  by  Mr.  Eden, 
afterwards  Lord  Auckland,  providing  for  the 
entire  abolition  of  all  impediments  to  the  free 
intercourse  between  the  nations,  and  the  reciprocal 
and  entirely  perfect  liberty  of  navigation  and 
commerce  between  the  subjects  of  each  party,  in 
all  and  every  the  kingdoms,  states,  provinces,  and 
territories  subject  to  their  majesties  in  Europe, 
for  all  and  singular  kinds  of  goods  in  those 
places."  We  may  judge  how  lamentably  the 
fVench  Revolution  threw  back  the  progress  of 
economic  light,  when  we  see  that  aftor  a  dreary 
period  of  mutual  mischief,  we  have  not  even  yet, 
by  the  Cobden  Treaty  of  1861,  recovered  the 
ground  where  we  were  in  1786  I 

To  shew  the  astonishing  progress  of  the  com- 
merce of  the  country  from  1782  to  1792,  we  sub- 
join the  following  amounts  of  imports,  exports, 
tonnage  inwards  and  outwards,  and  the  coucomi- 
tant  increase  in  the  issues  of  the  Bank  of  England. 
We  may  premise  the  valuations  of  the  impoits 
and  exports  Indicate  quantities^  and  not  values, 
which  custom  was  continued  till  1798. 


Importe. 

£ 
1782—10,341,628  ... 
1783—18,122,236  ... 
1784—16,272,877  ... 
1785—16,2/9,419 ... 
1786—15,786,072  ... 
1787—17,804,024  ... 
1788-18,027,170  ... 
1789-17,821,102  ... 
1790-19,180,886 ... 
1791—19,669,782  ... 
1792-19,659,868  ... 


Ezporta. 
£ 
18,009,458  ... 
14,681,494  ... 
15,101,491  .... 
16,117,168  ... 
16,800,730 ... 
16,869,789  ••. 
17,472,288  ... 
19,340,648 ... 
20,120,121  ... 
22,731,996  ... 
24,905,200 ... 


Tonnagv. 
Inwarcls.  Ontward*. 

777,253 ...  851,612 
1,135,674  ...  1,039,045 
1,216,702  ...  1,050,487 
1,241,761  ...  1,182,479 
l,264,a>6  ...  1,236,219 
1,316,501  ...  1,849,419 
1,658,172  ...  1,540,686 
1,689,009  ...  1,691,838 
1,705,976  ...  1,648,207 
1,773,862  ...  1,696,023 
1,891,711  ...  1,739,300 


Thus  shewing  that  in  the  space  of  10  years,  the 
commerce  of  the  country  had  more  than  doubled. 
Concomitantly  with  this  increase  of  commerce, 
the  issues  of  the  Bank  of  England  increased  from 
an  average  of  about  six  millions  in  1782,  to  up- 
wards of  eleven  millions  in  1792.  But  this  gives 
a  very  inadequate  idea  of  the  increase  of  paper 
currency  in  the  country,  as  during  this  period  the 
country  banks  multiplied  to  an  enormous  extent, 
filling  all  the  conntiy  districts  with  paper  cur- 


rency, a  very  large  portion  of  which  was  of  a 
very  dangerous  and  rotten  nature,  owing  to  the 
monopoly  of  the  Bank,  which  preveated  powerfki 
and  wealthy  banks  being  founded. 

We  have  no  authentic  statistics  of  the  increase 
of  banks,  and  their  issues  during  this  period,  bei 
Burke  says  that  when  he  came  toLondoo  in  17^ 
there  were  not  more  than  12  bankers  out  of 
London  ;  in  17912  there  were  supposed  to  be  little 
short  of  400,  and  we  may  fairly  assume  that  the 
amount  of  their  issues  may  have  maltiplied  in  a 
somewhat  similar  proportion.  Many  of  these 
country  bankers  were  in  the  habit  of  issuing  aoies 
with  various  conditions  for  the  purpose  of  guard- 
ing themselves  against  the  conseqaences  of  a  nm 
for  gold,  when  communication  with  the  metropolk 
was  so  slow  and  difficult.  The  bankers  at  Kev- 
ca^stle  issued  notes  which  allowed  interest  to 
commence  at  some  months  after  date,  and  tbea 
they  were  payable  on  demand.  Those  at  Exeter 
and  In  the  West  of  England  issaed  notes  payable 
at  21  days*  sight,  with  interest  commencing  troa 
the  date  of  the  note,  and  ceasing  on  the  day  of 
acceptance. 

Subsequent  experience  enables  us  to  perceire 
that  an  increase  of  commerce  proceeding  at  sack 
a  pace  was  sure  to  end  in  a  catastrophe.  During 
the  fii'st  ten  months  of  1792,  the  average  of  bank- 
ruptcies had  been  about  50,  in  November  tbev 
suddenly  rose  to  105,  by  far  the  highest  numher 
that  had  ever  been  known  in  a  single  month.  In 
December  they  were  only  47,  but  in  January  1 793« 
they  again  increased  to  77.  The  declaration  d 
war  in  January  1793,  gave  a  shock  to  credit, 
which  was  ah*eady  staggering  from  ov^*  expan- 
sion. On  the  15th  of  February,  a  house  of  con- 
siderable magnitude  deep  in  com  specolatioos, 
failed,  and  on  the  19th  the  bank  refused  the  paper 
of  Lane,  Son,  and  Fraser,  who  stopped  the  next 
morning  to  the  amouut  of  nearly  a  million,  involv- 
ing a  great  number  of  other  respectable  houses. 
The  panic  now  spread  to  the  bankers.  It  beg^o 
at  Newcastle.  The  partners  in  the  Newcastle 
banks  were  rich,  but  their  funds  were  locked  np, 
and  when  a  run  came  upon  them  they  were 
unable  to  realize,  and  stopped.  The  panic  imme- 
diately spread  throughout  the  country.  It  ^is 
computed  that  there  were  nearly  400  country 
banks  at  that  time,  of  which  300  were  muck 
shaken,  and  upwai'ds  of  100  stopped  pajinent. 

This  great  pressure  extended  to  the  London 
bankers  as  well  as  to  the  country  ones.     One  of 
them  says  that  the  extraordinary  state  of  credit 
has  obliged  every  person,  connected  with  trade 
and  money  transactions,  to  gather  in  and  hnsbao<i 
every  resource  to  meet  all  demands.     That  fcc 
six  weeks  every  man  of  money  and  resources  had 
been  straining  every  nerve  to  support  himself  and 
immediate  friends,    and  could    not    give    that 
support  to  others,  which  they  would  have  been 
disposed  to  do.    All  these  circumstances  naturallr 
produced  a  demand  on  the  Bank  of  England  foi- 
sup])ort   and  discounts.     But  the'  bank  being 
thoroughly  alarmed,  resolved  to  contract  its  issues. 
Bankruptcies  multiplied  with  frightful  rapidity. 
In  January  they  were  77 ;  in  February  87 ;  in 
March  105 ;  in  April  188 ;  in  May  209.    The 
government  urged  the  bank  to  come  forward  and 
assist  ci'edit,  but  they  resolutely  declined. 

Sir  Francis  Baring  f  ObservcUions  on  tke  estab- 
lishment of  the  Bank  of  England  J  greatly  blames 
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tlie  directors  for  their  condact  on  this  occasion. 
He  says  that  they  at  first  accommodated  themselves 
to  the  crisis,  but  their  nerves  could  not  support 
tlie  daily  demand  for  guineas,  and  for  the  purpose 
of  checking  that  demand,  they  curtailed  their 
discounts  to  a  point  never  before  experienced; 
and  that,  if  they  determined  to  reduce  their  issues, 
it  should  have  been  gradual.  Their  determination, 
and  the  extent  to  which  it  was  carried,  came  like 
an  electric  shock. 

He  says  that  there  are  three  different  causes 
for  a  great  demand  for  guineas. 

1.  For  export. 

2.  For  the  purpose  of  hoarding  from  want  of 
confidence  in  the  government,  and  in  the  circu- 
lating paper. 

3.  To  enable  country  banks  to  discharge  their 
demands,  whilst  confidence  in  the  government, 
and  in  the  bank,  remained  entire. 

That  every  measure  ought  to  be  taken  to  pre- 
vent and  mitigate  the  first  cause,  except  prohibi- 
tion or  bankruptcy.  We  may  reserve  the  second 
till  we  come  to  1797.  That  the  third  ought  to  be 
viewed,  not  with  indifference,  but  with  a  disposi- 
tion to  spend  almost  their  last  guinea.  He  shews 
from  the  state  of  the  exchanges  that  it  was  quite 
impossible  the  guineas  could  have  left  the  country, 
as  the  loss  on  exporting  them  to  Amsterdam  was 
£S  6s.  3d.,  and  to  Hamburgh  £4  2s.  6d.  per  cent., 
and  it  was  notorious  that  large  quantities  of  gold 
and  silver  were  coming  in  from  France.  This  of 
conrse  was  owing  to  the  immense  issues  of  assignats 
that  were  taking  place,  and  their  continued  depre- 
ciation. Under  these  circumstances,  he  says  the 
directors  acted  quite  wrongly,  they  ought  to  have 
seen  that  the  guineas  would  have  very  soon  come 
back  to  them,  and  that  they  ought,  in  fact,  to  have 
followed  the  precedent  of  1783,  which  had  been 
so  successful. 

When  the  bank  adopted  this  perverse  course, 
universal  failure  seemed  inevitable.  Sir  John 
Sinclair  remembered  the  precedent  of  1697,  when 
Montague  had  sustained  public  credit  by  an  issue 
of  exchequer  bills,  and  thought  that  a  similar 
plan  mi^ht  be  followed  in  this  crisis.  The  min- 
ister desired  him  to  propose  a  scheme  for  the 
])urpose,  which  he  presented  on  the  16th  of  April. 
A  committee  of  the  House  of  Commons  was  im- 
mediately appointed.  In  the  meantime  a  director 
of  the  Royal  Bank  of  Scotland  came  up  with  the 
most  alarming  news  from  Scotland.  The  public 
banks  were  wholly  unable,  with  due  regard  to 
their  own  safety,  to  furnish  the  accommodation 
necessary  to  support  commercial  houses  and  the 
country  bankers.  That  unless  they  received 
immediate  as.sistance  from  government,  general 
failure  would  ensue.  Numerous  houses  which 
were  perfectly  solvent,  must  fall,  unless  they 
could  obtain  temporary  relief.  Mr.  Macdowall, 
M.  F.  for  Glasgow,  stated  that  the  commercial 
houses  and  manufactories  there,  were  in  the 
greatest  distress  from  the  total  destruction  of 
credit.  That  this  distress  arose  from  the  refusal 
of  the  Glasgow,  Paisley,  and  Greenock  banks  to 
discount,  as  their  notes  were  poured  in  upon  them 
fur  gold. 

The  committee  reported  (Pari.  Hist,  Vol 
XXX.j  p.  740,  Sfc.J  that  the  general  embarrass- 
ment of  commercial  credit  was  so  notorious  as  to 
call  for  an  immediate  remedy  without  much 
examination.    That  the  failures  which  had  taken 


place  had  begun  with  a  run  on  those  houses  that 
issued  circulating  paper  without  sufficient  capital, 
but  had  extended  so  as  to  effect  many  houses  of 
great  solidity,  and  possessed  of  funds  ultimately 
much  more  than  sufficient  to  answer  all  demands 
upon  them,  but  which  could  not  convert  these 
funds  into  money  in  time  to  meet  the  pressure. 
That  the  sudden  discredit  of  so  large  an  amount 
of  bankers'  notes  had  produced  a  most  incon- 
venient deficiency  of  the  circulating  medium. 
These  circumstances  had  caused  bankers  to  hoard  to 
a  great  extent.  That  unless  a  circulating  medium 
was  provided,  a  general  stoppage  must  take  place. 
That  they  had  requested  a  number  of  the  most 
eminent  merchants  to  meet  and  consider  a  plan 
of  Issuing  Exchequer  bills  to  a  certain  amount 
under  proper  regulations,  who  had  unanimously 
agreed  in  the  propriety  of  such  a  course,  us  the 
best  remedy  that  could  be  devised. 

The  committee  recommended  that  Exchequer 
bills  to  the  amount  of  £5,000,000  should  be  issued 
under  the  directions  of  a  board  of  commissioners 
appointed  for  that  purpose,  in  sums  of  £100, 
£50,  and  £20,  and  under  proper  regulations. 
After  considerable  doubts  were  expressed  by  Mr. 
Fox  and  Mr.  Grey,  as  to  the  policy  of  this  ex- 
traordinary measure,  which  was  unknown  to  the 
constitution,  and  might  subvert  our  liberties,  the 
bill  ptissed.  The  committee  set  to  work  imme- 
diately. A  large  sum  of  money,  £70,000,  was 
sent  down  to  Manchester  and  Glasgow  on  the 
strength  of  the  Exchequer  bills  which  were  not 
yet  issued.  This  unexpected  supply  coming  so 
much  earlier  than  was  expected,  operated  like 
niHgic,  and  had,  says  Sir  John  Sinclair,  a  greater 
effect  in  restoring  credit  than  ten  times  the  sum 
would  have  had  at  a  later  period. 

Wlien  the  whole  business  was  concluded,  a 
report  was  presented  to  the  Treasury.  It  stated 
that  the  knowledge,  that  the  loans  might  be  had, 
operated  in  many  instances  to  prevent  them  being 
required.  The  whole  number  of  applications  was 
338,  and  the  sum  applied  for  £3,85o,624,  of  which 
238  were  granted,  amounting  to  £2,2t2,000 ;  45 
for  snms  to  the  amount  of  £1,215,100  were  with 
drawn,  and  49  rejected.  The  whole  sum  advanced 
was  repaid;  two  only  of  the  parties  assisted 
became  bankrupt,  all  the  others  were  ultimately 
solvent,  and  in  many  instances  possessed  of  great 
property.  A  considerable  part  of  the  sum  was 
repaid  before  it  was  due,  and  all  the  rest  with 
the  utmost  punctuality.  So  much  scrupulous 
care  was  taken  to  presei've  secrecy  as  to  the 
names  of  the  applicants,  that  they  were  not 
known  to  that  hour,  except  to  the  Commissioners 
and  then-  own  sureties.  After  all  expenses  were 
paid,  the  transaction  left  a  clear  profit  to  the 
government  of  £4,348. 

Whatever  were  the  prognostications  of  its  i- 
futility  and  danger  before  it  was  done,  its  success 
was  perfect  and  complete.  The  contemporary 
writers  all  bear  witness  to  the  extraordinary 
effects  produced.  Macpherson  says,  that  the  very 
intimation  of  the  intention  of  the  legislature  to 
support  the  merchants,  operated  like  a  charm  all 
over  the  country,  and  in  a  great  degree  super- 
seded the  necessity  of  relief  by  an  almost  instan-  ^ 
taneous  restoration  of  confidence.  &ir  Francis 
Baring  concurs  in  this  view,  and  adduces  the 
remarkable  success  of  the  measure  as  an  argu- 
ment to  shew  the  mistaken  policy  of  the  Bank. 
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The  panic  was  at  length  happily  staid.  The 
failures  up  to  July  had  been  932,  in  the  remain- 
ing five  months  they  were  reduced  to  372.  This 
was,  however,  upwards  of  double  the  number 
that  had  ever  happened  in  any  year  before.  Grold 
continued  to  flow  in,  and  during  the  last  six 
months  of  1793,  and  two  following  years,  money 
became  as  plentiful  as  in  time  of  peace,  and  4  per 
cent,  interest  could  scarcely  be  got. 

All  contemporary  writers  bear  witness  to  the 
wonderful  success  of  this  expedient.  After  care- 
ful deliberation  the  Bullion  Report  warmly 
approved  of  it,  censured  the  proceedings  of  the 
Bank  of  England,  and  especially  cite  it  as  an 
illustration  of  a  principle  which  they  laid  down, 
that  an  enlarged  accommodation  is  the  true 
remedy  for  that  occasional  failure  of  confidence 
in  the  country  districts  to  which  our  system  of 
paper  credit  is  unavoidably  exposed. 

Notwithstanding  all  this  weight  of  testimony 
in  favour  of  the  nappy  effects  of  this  measure, 
some  rigid  doctrinaires  afterwards  condemned 
the  proceeding  as  a  violation  of  the  true  prin- 
ciples of  Political  Economy.  Even  some  who 
helped  to  devise  it,  changed  their  opinion  after- 
wards upon  the  subject.  Thus  Lord  Sidmouth 
in  1811  {Pari  Deh8.y  Vol  Z/X,  p.  530)  observed, 
that  he  was  upon  consideration  inclined  to  doubt 
of  its  wisdom  and  policy.  Lord  GrenvUle  also 
said  {Ihid^  p.  534)  that  from  experience  and 
reflection  he  was  convinced  the  measure  was 
founded  on  wrong  policy ;  as  one  of  those  who 
were  concerned  in  the  measure,  he  was  perfectly 
ready  to  avow  his  error,  for  he  was  perfectly 
satisfied  in  his  own  mind  that  it  was  unwise  and 
impolitic.  And  such  would  be  the  opinion  of 
those  who  favour  tlie  policy  of  the  Bank  Act  of 
1844. 

It  appears  to  us  that  the  reply  to  these  objec- 
tions is  short  and  simple.  In  the  first  place,  if  it 
were  a  violation  of  the  true  principles  of  Political 
Economy,  it  immediately  resolves  itself  into  a 
question  of  loss  of  capital.  It  is  quite  easy  to 
shew  that  all  great  errors  in  Political  Economy 
are  destructive  of  capital.  They  may  be  esti- 
mated in  money.  Was  this  measure  a  pecuniary 
loss  to  the  country  ?  But  what  would  have  been 
the  loss  to  the  country  if  it  had  not  been  adopted  ? 
Who  can  estimate  the  destruction  of  capital  that 
would  have  ensued  in  the  general  wreck  of  public 
credit  ?  It  might  have  endangered  the  safety  of 
the  State.  But  there  are  other  arguments  which 
appear  to  us  to  be  conclusive  of  its  propriety. 
The  general  loss  of  credit  was  chiefly  caused  by 
a  thorough  want  of  confidence  in  the  currency  of 
the  country.  The  miserable  notes  of  the  majority 
of  bankers  were  utterly  blown  upon.  The  great 
desideratum  was  a  sound  currency.  Now  what 
was  it  caused  such  an  unsafe  currency  to  be  in 
cu'culation  ?  It  was  nothing^  but  the  unjustifiable 
monopoly  of  the  Bank  of  England.  It  was  this 
monopoly,  which  was  itself  the  most  flagrant 
violation  of  the  true  principles  of  Political 
Economy,  which  caused  the  bad  character  of  the 
currency.  Consequently  the  measure  of  the 
government  in  providing  a  cun'ency  in  which 
people  would  have  confidence,  was  merely  a 
correction  of  the  error  which  had  produced  these 
deplorable  results.  We  fully  acknowledge  that 
as  a  general  principle  it  is  highly  undesirable 
that  the  government  should  interfere  in  any  way 


whatever  in  commerce,  but  in  this  esse  it  wasa 
compensation  of  opposite  errors,  and  no  other 
course  was  possible  under  the  circamstances. 

On  the  Crisis  of  1797,  and  the    Suspension  of 
Cash  Payments  by  the  Banh  of  E-ngUauL 

We  have  seen  that  the  Bank  in  1793  pursued 
a  policy  of  restriction  in  a  commereial  crisis, 
which  threatened  to  bring  about  a  general  over- 
throw of  commercial  credit,  and  which  was  only 
alleviated  by  the  government  stepping  in  in  as 
abnormal  manner,  and  supplying  a  coirency  is 
which  people  might  have  confidence.  We  have 
under  Banking  in  Engulnd,  §  113 — 137,  given 
a  full  detail  of  the  circumstances  which  brongfal 
about  the  stoppage  of  cash  payments  in  1797. 
We  have  shewn  that  the  Bank  pursued  exactly  a 
similar  course  of  excessive  restriction  as  they  did 
in  1793. 

An  event  of  such  portentous  magnitnde  as  the 
suspension  of  cash  payments  by  the  Bank  o{ 
England,  of  whose  effects  there  had  been  no  pre- 
vious experience,  could  not  fail  to  give  rise  to  the 
most  conflicting  opinions  as  to  the  necessity  of 
the  measure,  of  the  course  of  condnct  of  the 
Directors  which  led  to  it,  and  as  to  the  policy 
which  ought  to  have  been  adopted  nnder  the 
drain  which  occurred  in  the  last  week  of  FebmarT, 
1797.  Many  men  of  eminence  and  ability  changed 
their  opinions  in  after  times,  when  they  came  to 
look  back  upon  the  subsequent  events.  In  ex- 
amining this  question,  so  as  to  form  a-  just 
estimate  of  the  conduct  of  the  Directors,  we  most 
remember  that  they  were  not  masters  of  their 
own  policy.  They  were  distracted  by  two  an- 
tagonistic claims,  both  of  which  they  conceivai  it 
impossible  to  satisfy  at  the  same  time — namelj^ 
that  of  the  Chancellor  of  the  Exchequer,  and  th« 
demands  of  commerce.  They  considered  that  if 
they  advanced  to  the  government  they  most  eon* 
tract  their  issues  to  the  merchants,  and  as  the 
Minister  was  the  more  powerful  and  tmperioos 
party  of  the  two,  they  were  obliged  to  yield  to 
his  power. 

Several  of  the  Directors  being  examined  bef(^ 
the  Committees  of  Parliament,  unanimously  attri- 
buted the  necessity  of  stopping  payment  to  the 
enormous  amount  of  their  advances  to  govern- 
ment, and  they  gave  it  as  their  decided  opinioii, 
that  if  the  government  had  repaid  these  advances 
as  they  ought  to  have  done,  this  catastrc^>be 
would  have  been  avoided. '  We  may  take  it  there- 
fore as  admitted  on  all  hands,  that  if  they  had 
been  repaid  by  government,  they  wonld  have 
very  greatly  extended  their  advances  to  mer- 
chants. The  real  question  then,  is,  considering 
that  they  were  under  such  advances  to  govern- 
ment, would  it  have  been  prudent  to  have  been  more 
liberal  in  their  accommodation  to  merchants  f 

Several  of  the  Directors  and  eminent  merchants 
were  examined  before  the  Committees  of  Parlia- 
ment. Mr.  Henry  Thornton  was  very  strongly 
of  opinion  that  the  excessive  contraction  of  bank 
notes  had  produced  the  most  injurious  effects  in 
shaking  public  credit  of  all  descriptions.  That 
the  excessive  reduction  of  notes  had  caused  an 
unusually  severe  demand  for  guineas,  and  thai 
the  great  public  distrust  was  directed  against  the 
country  Bank  Notes,  and  that  the  Bank  o^ 
England  ought  to  have  extended  their  issues,  to 
supply  the  place  of  the  country  notes. 
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Mr.  Walter  Boyd,  an  eminent  merchant,  was 
very  clearly  of  opinion  that  the  restrictions  npon 
the  issae  of  notes  by  the  Ban]i[  was  the  chief 
cause  of  the  forced  sale  and  depreciation  of  the 
pnblic  secnrities,  and  if  the  Bank  had  only  main- 
tained its  issnes  at  the  same  height  as  they  were 
in  December,  1795,  the  drain  of  specie  from  the 
Bank,  as  well  as  the  embarrassments  in  the  mer- 
cantile world,  wonld  have  been  avoided,  and  a 
great  part  of  the  fall  which  public  securities  had 
experienced  would  have  been  prevented. 

Mr.  George  Ellison,  who  was  secretary  to  an 
association  of  a  great  part  of  the  country  banks, 
considered  that  the  quantity  of  the  coin  in  the 
country  was  greater  than  it  was  in  1793,  thotigh 
a  very  considerable  part  was  hoarded  away,  owing 
to  the  public  alarms  that  were  abroad.  He  attri- 
buted the  great  public  distrust  to  the  remem- 
brance of  the  conduct  of  the  Bank  in  1793,  when 
it  suddenly  contracted  its  discounts,  just  at  the 
period  when  they  were  most  wanted. 

The  Committee  of  the  Lords  called  the  atten- 
tion of  the  House  very  strongly  to  these  opinions, 
but  they  did  not  venture  themselves  to  pronounce 
an  opinion  on  their  justness.  The  Committee  of 
the  Commons  went  considerably  nearer  towards 
approving  of  them.  In  the  year  1810,  the  governor 
of  the  Bank  being  examined  before  the  Bullion 
Committee,  stated  that  after  ^the  experience  of 
their  policy  of  restriction,  many  of  the  Directors 
repented  of  the  measure,  and  the  Bullion  Com- 
mittee explicitly  condemned  the  policy  of  the 
Bank  both  in  1793  and  1797. 

The  directors  of  the  Bank,  acting  in  the  midst 
of  such  unprecedented  circumstances  and  so 
tremendous  an  emergency,  are  entitled  to  have 
their  conduct  examined  with  all  forbearance. 
But  taking  all  these  circumstances  into  considera- 
tion, we  cannot  fail  to  acquiesce  in  the  opinion 
expressed  by  so  many  eminent  bankers  and  mer- 
chants at  the  time,  by  the  subsequent  avowal  of 
many  of  the  Directors  that  experience  had  led 
them  to  repent  of  the  policy  they  then  pursued, 
and  by  the  decided  opinion  of  the  Bullion  Com- 
mittee, that  the  policy  pursued  by  the  Bank  in 
this  momentous  crisis  was  erroneous,  and  that 
the  severe  restrictions  they  attempted  to  place 
upon  commerce,  very  greatly  contributed  to  bring 
on  the  calamity  by  which  they  were  subsequently 
overwhelmed.  Nothing,  in  short,  could  be  more 
unhappy  than  their  regulations  of  the  amount  of 
their  issues.  When  the  exchanges  were  violently 
adverse,  so  that  it  was  enormously  profitable  to 
export  gold,  they  enlarged  their  issues  to  an  ex- 
travagant extent,  and  when  the  exchanges  were 
extremely  favourable,  so  that  gold  was  sure  to 
flow  in,  they  restricted  them  with  merciless 
severity.  The  issues,  which  were  £14,000,000 
when  the  exchanges  were  against  the  countiy,  were 
reduced  to  £8,640,250  when  they  had  been  for 
several  mouths  eminently  favourable.  It  appears 
from  the  entire  evidence  in  the  reports,  that  it 
was  this .  excessive  restriction  of  notes  which 
drained  away  their  cash  during  the  autumn  of 
1796,  and  if  they  had  been  more  liberal  in  their 
issues,  their  vaults  would  have  been  much  better 
replenished  with  cash. 

This  disaster  was  the  second  notable  penalty 
which  the  country  paid  within  four  years  for  the 
unjustifiable  monopoly  of  the  Bank.  Never  was 
there  a  more  nnfortunate  example  of  monopo- 


lizing selfishness;  it  wonld  neither  establish 
branches  of  its  own  in  the  country,  nor  would  it 
permit  any  other  private  company  of  power  and 
solidity  to  do  so,  whose  credit  might  have  inter- 
posed and  aided  in  sustaining  its  own.  More- 
over, when  a  failure  of  confidence  was  felt  in  the 
country  notes,  it  refused  to  supply  notes  of  its 
own  to  supply  their  place.  The  power  of  issuing 
what  plays  so  important  a  part  in  commerce  was 
absolutely  forbidden  to  wealthy  companies,  and 
left  in  an  unbounded  freedom  to  private  persons, 
many  of  whom  had  no  capital  or  property  to 
support  their  issues,  and  whose  credit  vanished 
like  a  puff  of  smoke  in  any  public  danger.  The 
Bank  consequently  was  left  to  bear  the  whole 
brunt  of  the  crisis,  solitary  and  unsupported,  and 
finally  succumbed. 

From  the  foregoing  considerations,  as  well  as 
the  weight  of  authority  on  the  subject,  we  can 
scarcely  have  any  room  to  doubt  that  the  suspen- 
sion of  cash  payments  was  brought  about,  at  that 
particular  time,  by  the  erroneous  policy  of  the 
Directors.  Moreover,  the  weight  of  evidence  and 
opinion  tends  to  shew  that  there  was  no  necessity 
for  their  stopping  when  they  did.  Their  treasure, 
it  is  true,  was  reduced  to  little  more  than  a 
million,  but  that  was  more  than  twice  what  they 
had  in  1783,  and  the  exchanges  were  favourable 
to  the  country  and  gold  was  pouring  in.  On  the 
30th  May,  Mr.  Manning  stated  in  the  House , 
that  vast  quantities  of  gold  had  flowed  into  the 
Bank,  both  from  the  country  and  from  abroad.  In 
August  the  Bank  had  upwards  of  four  millions 
of  treasure,  and  this  continued  steadily  to  increase 
till  August,  1799.  But  we  must  in  candour  state 
that  it  appeal's  open  to  much  doubt  whether  any 
management,  however  skilful,  could  ultimately 
have  saved  them  from  such  a  disaster  during 
some  period  of  the  war.  Several  of  those  who 
concurred  in  the  measure  at  the  time,  after  their 
judgment  had  been  corrected  by  experience,  ex- 
pressed their  regret  at  having  done  so ;  Sir  Robert 
Peel,  in  1844,  said  it  wa.s  a  *^ fatal"  measure. 
Notwithstanding,  however,  the  concurrence  of  so 
many  weighty  authorities — and  this  is  peculiarly 
a  case  where  great  authorities  carry  much  weight 
— we  cannot  help  thinking  that  it  was  fortunate 
that  it  occurred  at  this  early  period.  The  alarm 
and  dangers  which  preceded  its  stoppage  were 
comparatively  slight  compared  to  those  which 
menaced  the  country  after  that  event.  The  mu- 
tinies in  the  fleet,  the  rebellion  in  Ireland,  the 
enormous  accumulation  of  troops  on  the  heights 
of  Boulogne  flushed  with  victory,  led  by  a  more 
fortunate,  though  probably  not  a  greater  soldier 
than  Hoche,  and  burning  with  zeal  for  the  inva- 
sion of  England,  were  dangers  of  such  portentous 
magnitude  as  to  render  it  to  the  last  degree 
improbable  that  any  paper  currency  convertible 
into  gold  could  have  survived  them.  That  Mon- 
tague was  a  greater  and  more  successful  financier 
than  Pitt,  can,  we  think,  scarcely  be  doubted ; 
and  the  carrying  through  the  re-coinage  of  the 
silver,  in  the  midst  of  so  much  public  distress, 
was  a  financial  operation,  of  which  the  audacity, 
skill,  and  success,  must  ever  be  regarded  with 
admiration.  But  it  must  be  remembered  that  the 
crisis  in  that  reign  lasted  a  much  shorter  time 
than  the  revolutionary  war,  and  was  never  fraught 
with  so  much  real  danger  to  the  independence  of 
the  country.    At  that  period  there  was  probably 
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no  paper  credit  in  the  form  of  bank  notes  out  of 
of  London,  and  William  was  at  the  head  of  a 
great  European  confederacy  against  one  overgrown 
power,   so  that  the  circumstances  of  the  two 
periods  were  in  no  way  parallel,  but  rather,  we 
may  say,  reversed.     The   confederacy   against 
England  at  the  latter  period  was  far  more  men- 
acing and  formidable  than  the  alliance  against 
France.    The  fortunes  of  Venice,  with  the  enemy 
at  Chiozza,  were  scarcely  at  a  lower  ebb  than 
those  of  the  British  Empu*e  in  1798,  and  there 
seemed  to  be  but  one  thing  wanting  to  complete 
the  destruction  of  the  country — the  loss  of  public 
credit.    However  great  and  invaluable  are  the 
blessings  of  a  paper  currency  in  time  of  peace, 
there  does  not  appear  to  be  any  instance  of  its 
having  successfully  withstood  the  danger  of  inva- 
sion by  a  foreign  enemy.    Even  in  Scotland, 
where  it  had  been  confessedly  conducted  on  a 
better  system,  and  obtained  the  confidence  of  the 
country  to  a  much  greater  degree,  it  could  not 
have  withstood  the  dread  of  invasion,  if  it  had  not 
been  for  the  timely  assistance  of  the  Bank  of 
England.    And  if  it  could  not  do  so  in  that 
country,  where  the  danger  was  remote,  it  is  not 
probable  that  It  could  have  done  so  in  England, 
where  not  only  it  was  of  much  inferior  stability, 
but  was  the  very  part  of  the  empire  aimed  at,  and 
first  exposed  to  danger.    The  constant  power  of 
producing  public  embarrassment  by  demands  for 
gold  would  have  been  a  powerful  weapon  in  the 
hands  of  the  enemy,  in  which  they  would  have 
found  many  in  this  country  to  support  them  from 
political  sympathy.    This  measure,  therefore,  re- 
moved one  perpetual  source  of  terror  and  alarm 
from  the  Ministry.    The  great  depreciation  of 
the  currency,  which  took  place  some  years  after- 
wards, was  not  by  any  means  a  necessary  conse- 
quence from  snch  a  measure,  but  was  produced 
by  the  infatuated  perversity,  both  of  the  Govern- 
ment and  of  the  Bank  of  England,  who  with  fatal 
obstinacy  persisted  in  a  system  combining  almost 
every  false  principle  that  could  be  thought  of. 
Upon  the  whole,  then,  we  think  that  the  suspen- 
sion must  have  taken  place  sooner  or  later,  and 
therefore  it  was  probably  advantageous  for  the 
country  that  it  did  occur  so  eai-ly  in  the  struggle. 

The  Crisis  of  1825. 

The  circumstances  which  led  to  the  great  de- 
preciation of  the  Bank  Kote  and  the  appointment 
of  the  Bullion  Committee  in  1810,  its  report  and 
its  rejection  by  the  House  of  Commons  in  1811, 
the  subsequent  increased  depreciation  of  the  Bank 
Note,  and  the  fearful  monetary  disasters  In  1815- 
16-17,  and  the  crisis  of  1819,  followed  by  the 
total  suspension  of  cash  payments  by  the  Bank, 
and  the  circumstances  preceding  the  great  crisis 
of  1825,  are  fully  detailed  under  Bankivq  in 
Enqla.mi>  and  Bullion  Report.  We  shall  there- 
fore not  repeat  here  the  details  given  under  these 
articles,  but  shall  confine  ourselves  to  an  ex- 
amination of  the  conduct  of  the  Bank  of  England 
during  the  crisis. 

The  exchange  on  Paris  began  to  decline  at  the 
close  of  1823.  The  last  time  it  was  above  par 
waa  in  June,  1824,  and  it  steadily  declined  till 
November.  On  the  18th  of  that  month,  Mr. 
"^'ard,  one  of  the  Directors  of  the  Bank,  said  that 
the  demand  for  bar  gold  shewed  that  it  was 
being  exported.    The  following  table  shews  that 
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the  treasure  in  the  Bank  had  been  steadilj  ind 
rapidly  declining  ever  since  January,  1824.  Kow 
when  it  was  known  that  immense  sums  were 
leaving  the  country  and  the  exchange  felling 
lower,  what  did  the  Bank  do?  It  increaged  its 
issues.  When  every  consideration  of  commM 
sense  and  prudence  demanded  a  rapid  canirattkm^ 
when  the  speculative  fever  was  plainly  declared, 
instead  of  doing  what  they  could  to  check  it,  tiiey 
added  fuel  to  the  flames,  in  defiance  of  the  prin- 
ciples of  the  Bullion  Report.  The  following 
table  exhibits  the  state  of  theur  treasure  and  their 
issues  firom  the  end  of  1823  to  that  of  1825  :— 


1823. 
Dec.     27. 

1824. 
Jan.     81  . 
Feb.     28  . 
March  27 
April  24  . 
May    29  . 
June    26  . 
July    81  . 
Aug.    28 
Sept.   25  . 
Oct     80 
Nov.    27  . 
Dec.     24 

1825. 

Jan.  29 

Feb.  26 
March  26 

April  80 

m&y  28 

June  25 

July  80 

Aug.  27 

Sept.  24 

Oct.  29 

Nov.  26 

Dec.  81 


COINA2n>BCLLI02?. 

£ 
14,049,860  .... 


NOTES  issrxD. 

X 
....  17,551,530 


18,527,850 20.280,839 

13,800,890  19,786,980 

13,871,280  19,156,980 

13,405,550 2O,G45,fif»0 

12,887,840  19,149..^0 

12,809,140  19,158,5110 

11,814,720  2l,9Sfts640 

11,763,550  2Oje9&;3S0 

ll,811,rj00  18;715,:SW 

11rfci3,430  21,042,020 

11,323,7©>-^ 20,850,360 

10,721,190  .::::r:7r^,44i^3sf0 


9,490,420 
8,857,730 
8,152,340 
6,659,780 
6,131,300 
5,482,040 
4,174,830 
3,626,570 
3,496,090 
8,150,360 
3,012,150 
1,260,890 


••• •••••■ 


21,960,330 
21,060,140 
19,611,310 
20,536,030 
19.653:010 
18^2,360 
20,794:720 
19,290,570 
10,009,780 
18^692,220 
17,464,890 
25,709,420 


The  speculative  fever  was  at  its  height  in  the 
first  four  months  of  1825,  when  it  had  spent 
its  force,  and  came  to  an  end  in  the  natural  coarse 
of  things.  Vast  numbers  of  persons  who  bad 
embarlLed  in  these  wild  schemes,  with  the  hope 
of  selling  out  of  them  before  the  inevitable  c^L^ll 
came,  were  now  called  upon  for  their  sabscrtp- 
tions.  Vast  qnantities  of  capital  having  bM 
absorbed  had  the  inevitable  effect  of  raising  the 
rate  of  interest.  Successive  calls  compelled  the 
weaker  holders  to  realize,  and  while  the  calls  for 
ready  money  were  immediate  and  pressing,  the 
prospect  of  returns  was  distant  and  nneertaJB. 
Accordingly,  after  May  and  June,  the  decline  wsa 
rapid.  1  he  South  American  loans  and  the  Mexi- 
can mining  schemes  proved  almost  nniversallj 
total  losses.  In  the  meantime  that  slack  waier, 
which  Mr.  Tooke  observes  always  precedes  a  greai 
turn  in  the  tide  of  prices,  took  place.  The  in- 
creased prices  of  commodities  which  specnUtion 
had  caused,  could  no  longer  be  kept  from  beisf 
realized,  and  prices  fell  as  rapidly  as  tbey  bad 
risen.  The  obligations  of  the  speculators  now 
became  due,  and  the  sale  of  commodities  had  to 
be  forced  to  meet  them.  Universal  discredit  now 
succeeded,  goods  became  unsaleable,  so  that  stocks, 
which  are  usually  held  in  anticipation  of  demand, 
were  wholly  unavailable  to  meet  the  pecuniary 
engagements  of  the  holders.  Merchants  who  bad 
accepted  bills  for  only  half  the  value  of  the  goods 
consigned  to  them,  were  unable  to  realize  ev«ii 
that  half,  or  even  obtain  advances  on  security  cf 
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the  bills  of  lading.  The  adyances  already  made 
were  peremptorily  called  in.  The  usury  laws, 
which  limited  interest  to  5  per  cent.,  greatly  ag* 
gravated  the  distress ;  nobody  wonld  lend  money 
at  5  per  cent  when  its  real  valae  was  so  much 
greater.  Hence  nambers,  who  would  have  gladly 
paid  8  or  10  per  cent,  interest,  were  obliged  to 
sell  goods  at  a  difference  of  30  per  cent,  for  cash, 
compared  with  the  price  for  time. 

The  bankers  in  the  country  had  followed  exactly 
in  the  steps  of  the  Bank  of  England.  While  the 
fever  was  raging,  they  had  increased  their  issues 
and  liabilities  by  speculative  advances  on  com- 
modities. The  persons  to  whom  these  advances 
had  been  made  had  no  means  of  repaying  them, 
but  the  **  promises  to  pay  **  the  bankers  had  lent 
them  still  remained  in  circulation,  and  must  be 
met.  The  bankers  foresaw  the  coming  storm,  and 
endeavoured  to  provide  funds  to  meet  it.  The 
Bank  of  England  itself  had  its  eyes  opened  to  the 
suicidal  career  it  was  following  in  May,  and  then 
endeavoured  violently  to  contract  its  issues.  This 
sudden  change  of  policy  only  aggravated  the 
general  feeling  of  discredit.  During  the  autumn 
everything  portended  the  approach  of  the  im- 
pending catastrophe. 

The  inevitable  cofitre  coup  of  the  undue  ex- 
pansion of  credit  in  the  spring  began  to  press 
heavily  on  the  country  banks  in  the  autumn  of 
1825.  It  gradually  became  severer  during  the 
month  of  November.  As  the  crisis  was  evidently 
approaching  at  the  end  of  November,  the  papers 
discussed  the  probable  policy  of  the  Bank,  and  it 
was  generally  anticipated  that  it  would  continue 
to  contract  its  issues,  and  let  the  evil  work  its  own 
cure  by  the  fall  of  the  houses  which  had  been  im- 
prudent in  their  speculations.  On  the  29th  No- 
vember it  was  announced  in  the  London  papers  that 
Sir  William  Elfbrd's — a  large  bank  at  Plymouth — 
had  failed,  and  that  was  immediately  followed 
by  the  fall  of  Wentworth  and  Co.,  a  great  York- 
shire firm.  By  the  ;$rd  of  December  the  panic 
had  fairly  set  in,  and  the  whole  city  was  thrown 
into  the  most  violent  state  of  alai*m  and  con- 
sternation. On  that  day  (Saturday)  some  of  the 
Directors  of  the  Bank  were  informed  that  the 
house  of  Pole,  Thornton  and  Co.,  one  of  the  lead- 
ing city  banking  houses,  was  in  difBculties,  and 
at  a  huiTied  meeting  held  on  the  following  day, 
it  was  decided  to  place  £300,000  at  their  dis- 
posal on  proper  security.  During  that  week  the 
utmost  attention  was  paid  to  the  position  of  that 
house,  which  fought  it  through  the  following 
week,  though  it  was  privately  known  to  the 
governor  that  if  the  storm  did  not  abate  they 
must  fall  on  the  Monday  morning.  Instead  of 
abating,  however,  it  became  more  furious  than 
ever  on  the  Mouday.  Pole  and  Co.  stopped  pay- 
ment, and  the  ruin  of  40  country  banks  which 
were  connected  with  them  was  expected. 

The  fall  of  this  great  banking  house  was  the 
signal  for  a  run  upon  all  the  London  bankers. 
Another  great  house  of  equal  magnitude,  Williams, 
Burgess  and  Co.  and  three  or  four  more,  gave 
way,  and  spread  universal  consternation  among 
the  country  banks,  63  of  which  succumbed  to  the 
crisis,  though  a  considerable  number  paid  20s.  in 
the  pound,  and  eventually  resumed  business. 

The  Bank  at  first  maintained  a  policy  of  vigor- 
ous restriction,  in  which  they  were  supported  by 
public  opinion.    Mr.  Huskisson  said  afterwards 


in  the  House  of  Commons,  that  during  48  hoars 
(Monday  and  Tuesday,  December  12  and  13,)  it 
was  impossible  to  conveit  into  money  to  any 
extent  the  best  securities  of  the  government. 
Pei*sons  could  not  sell  Exchequer  Bills,  nor  Bank 
Stock,  nor  East  India  Stock,  nor  the  public  funds. 
Mr.  Baring  said  that  men  would  not  part  with 
their  money  on  any  terms,  nor  for  any  security. 
The  extent  to  which  the  distress  had  reached 
was  melancholy  to  the  last  degree.  Persons  of 
undoubted  wealth  and  real  capital  were  seen 
walking  about  the  streets  of  London  not  knowing 
whether  they  should  be  able  to  meet  their  en- 
gagements for  the  next  day.  The  Directors 
thought  that  they  wonld  certainly  have  to  stop 
payment,  and  sounded  the  government  as  to  a 
restriction  act.  But  the  government  would  not 
hear  of  such  a  thing,  and  it  was  resolved  that  the 
Bank  should  pay  away  its  last  guinea  and  its  last 
shilling. 

On  the  14th  December  Mr.  Vincent  Stockey, 
an  eminent  West  country  banker,  wrote  to  the 
Directors  recommending  them  to  issue  a  million 
of  notes  a  day.  That  the  discredit  was  directed 
against  the  country  bank  paper,  and  all  they  would 
have  to  do  would  be  to  exchange  their  powerful 
credit  for  the  tottering  credit  of  the  country  banks, 
and  they  would  not  increase  the  total  of  the  cir- 
culation. Whether  it  was  in  consequence  of  this 
advice  or  not  it  does  not  appear,  but  they  adopted 
this  plan.  On  Wednesday,  the  14th,  the  Exchange 
had  decidedly  turned  in  favor  of  the  country  in 
consequence  of  the  pressure,  and  the  Bank  totally 
changed  its  policy.  From  a  policy  of  the  most 
stringent  restriction,  they  discounted  with  the 
most  enormous  profuseness.  They  made  im- 
mense advances  on  Exchequer  Bills  and  secu- 
rities of  all  sorts.  Mr.  Hai*man  says  (Repori 
Bank  Charter,  1832,  p.  154^;— "We  lent  it  by 
every  poHsible  means,  and  in  modes  we  had  never 
adopted  before ;  we  took  in  Stock  as  security,  we 
purchased  Exchequer  Bills,  we  made  advances 
on  Exchequer  Bills,  we  not  only  discounted  out- 
right but  we  made  advances  on  deposit  of  bills  of 
exchange  to  an  immense  amount,  in  short  by 
every  possible  means  consistent  with  the  safety 
of  the  bank;  and  we  were  not  on  some  occasions 
overnice,  seeing  the  dreadful  state  in  which  the 
public  were,  we  rendered  every  assistance  in  our 
power."  This  audacious  policy  was  crowned  with 
the  most  complete  success — the  panic  was  stayed 
almost  iTmnediately,  On  Friday  evening,  the  1  (>th, 
the  Courier  said :— *'  We  are  happy  to  think  that 
the  worst  is  over,  though  there  nre  still  gi*eat 
demands  upon  the  Bank,  particularly  from  the 
country.  The  same  paper,  on  the  next  day,  the 
17th,  said: — ** Although  public  confidence  is  on 
the  return  in  the  metropolis,  and  things  are  re* 
suming  their  usual  course,  yet,  as  might  be  ex- 
pectecC  this  has  not  yet  communicated  itself  to 
the  country.*'  In  fact,  the  London  panic  was 
completely  allayed  in  this  week  by  the  profuse 
issue  of  bank  notes.  Between  Wednesday,  the 
14th,  and  Saturday,  the  17th,  the  bank  issued 
upwards  of  £5,000,000  of  notes ! 

The  waves  of  discr^'dit,  howeveri  were  propa- 
gated through  the  country,  and  throughout  the 
following  week  the  demand  still  continued  great 
from  the  London  bankers  for  their  country  cor- 
respondents. During  the  course  of  it,  it  came  to 
the  remembrance  of  some  of  the  Directors  that  there 
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was  a  chest  of  their  £1  notes  which  had  never 
been  used.  As  soon  as  this  was  discovered,  it 
occurred  to  them  that  they  might  be  used  to  stay 
the  panic  in  the  country  districts,  and  the  dis- 
credit of  the  country  bank  notes.  Upon  com- 
municating this  idea  to  the  London  bankers  it 
was  eagerly  approved  of,  and  the  sanction  of  the 
Government  was  asked  for  the  experiment.  The 
Government  consented,  and  the  notes  were  sent 
off  to  the  countiy  bankers  without  delay,  and 
produced  instantaneous  relief.  *'At  Norwich,  when 
the  Gurneytf  shewed  upon  their  counter  so  many 
feet  of  bank-notes  of  such  a  thickness,  it  stopped 
the  run  in  that  part  of  the  country." 

During  the  week  ending  the  17th,  the  Mint  had 
been  kept  constantly  at  work  day  and  night,  but 
notwithstanding  all  its  efforts  it  could  not  supply 
coin  with  sufficient  rapidity,  so  that  it  kept  con- 
tinually diminishing.  On  the  Saturday  the  coin 
and  bullion  in  the  Bank  scarcely  exceeded  one 
million,  but  the  profuse  issue  of  notes  had  stayed 
the  panic,  and  on  Saturday  evening  the  Directors 
were  able  to  assure  the  ministry  that  all  danger 
was  over.  The  gi*cat  pressure  had  produced  the 
effect  which  necessarily  results  from  such  cir- 
cumstances. The  great  increase  in  the  value  of 
money  here  had  turned  the  exchanges  in  favour 
of  the  country.  The  Directors  expected  remit- 
tances from  Paris,  and  they  fortunately  came 
sooner  than  was  expected.  On  Monday,  the  19th, 
about  £400,000  came  from  France,  and  the  de- 
mand having  sensibly  abated,  the  supplies  from 
the  Mint  fully  equalled  the  sums  drawn  out  of 
the  Bank, — or  rather  exceeded  them.  By  the 
24th  the  panic  was  completely  allayed  all  over 
the  country,  and  the  amount  of  the  £1  notes 
issued  was  under  £500,000,  and  by  the  beginning 
of  1826  the  credit  of  the  banking  world  was  com- 
pletely restored. 

The  circumstances  of  this  famous  crisis  are  the 
most  complete  and  triumphant  example  of  the 
unquestionable  ti'uth  of  the  principles  of  the 
Bullion  Report,  and  of  Sir  Francis  Baring  already 
quoted.  When  the  drain  of  treasure  from  the 
Bank  was  severe  and  unceasing,  and  notoriously 
for  exportation  on  account  of  foreign  loans,  the 
Bank  with  infatuated  obstinacy  had  Increased 
their  issues  instead  of  contracting  them,  in  defi- 
ance of  the  clearest  warnings  of  the  Bullion 
Report.  After  six  months'  continuance  in  this 
fatal  course,  they  at  last  reversed  their  course 
and  contracted  them.  .  In  July  1S25,  after  a 
steady  and  notorious  drain  had  been  going  on  for 
exportation,  their  Issaes  were  upwards  of  three 
millions  greater,  when  their  treasure  scarcely  ex- 
ceeded four  millions,  than  when  it  had  been  14 
millions.  In  the  course  of  the  autumn  the  drain 
for  exportation  ceased,  but  began  to  be  severe 
for  internal  purposes.  The  demand  for  gold  was 
entirely  to  support  the  tottering  credit  of  the 
country  bank  notes.  Now,  as  the  country  bankers 
were  only  too  glad  to  withdraw  their  own  notes 
and  substitute  gold  for  them,  there  was  not  the 
slightest  danger  of  an  increase  of  Bank  of  England 
notes  adding  to  the  general  amount  of  the  paper 
currency  in  the  country,  but  just  the  reverse. 
Consequently  it  was  just  the  precise  case  in  which 
Sir  Francis  Baring  and  the  Bullion  Committee 
said  it  was  the  duty  of  the  Bank  of  England  to 
extend  its  issues  to  support  general  credit.  There 
was  not  the  smallest  danger  that  an  extension  of 


issues  would,  under  such  circum^anoea,  torn  the 
foreign  exchanges  against  the  coontxr.    The  cha- 
racter of  the  demand  was  declared  in  tiie  mass 
unmistakable  way.    On  Thursday,  tfae  15tk,  a 
meeting  of  merchants  and  others  took  place  at 
the  Mansion  House,  when  it  was  stated  that  Ssr 
P.  Pole  and  Co.  had  a  surplus  of  £170,000  altv 
payment  of  all  claims  against  them,  besides  Ur^ge 
landed  property  belonging  to  Sir  Peter  Pole,  a»d 
about  £100,000,  the  private  propertj  of  ether 
members  of  the  firm.    Williams  and  Bvrgeas  had 
enough  to  pay  40s.  in  the  pound.     Now  if  the 
course  which  was  adopted  on  the  Wednesday 
had  been  adopted  on  the  Monday,  the  wbokt  ii 
that  terrific  crisis  would  have  been  saved.    Ail 
contemporary  evidence  proves  that  it  was  this 
profuse  issue  of  £5,000,000  in  a  few  days  that 
stayed  the  panic.    If  they  had  persevered  is  the 
restrictive  policy  for  three  days  more,  the  ti^l 
and  entire  destruction  of  commercial  credit  would 
infallibly  have  ensued.    In  short  if  they  had  fol- 
lowed the  precedents  of  1793  and  1797,  so  strongty 
condemned  by  the  Bullion  Report,  all  credit  would 
have  been  destroyed;  they  followed  the  prin- 
ciples laid  down  in  the  Bullion  Report,  and  the 
country  was  saved. 

With  respect  to  the  issue  of  the  £1  notes,  Mr. 
Horsley  Palmer,  the  Governor  of  tiie  Bank,  was 
asked  (Report  on  Bank  Charter^  I832> — Q.  99  : 
**  Was  not  the  difficulty  of  which  you  have  been 
speaking  in  the  year  1825,  when  there  was  such 
a  run  upon  the  Bank,  unconnected  with  any 
foreign  demand,  in  fact,  met  by  the  re-issning  of 
the  £1  notes  ? — At  Norwich  it  was,  and  I  believe 
at  one  or  two  other  places."    Q.  117 :    "  Can 
there  be  any  doubt  that  that  issue  of  jCI  notes 
made  in  1825  had  a  most  beneficial  effect  upon 
the  transactions  of  this  metropolis? — ^I  beDeve 
that  it  proved  beneficial  in  stopping  the  run  upon 
the  country  bankers."    After  describing  the  effect 
of  the  fall  of  Pole  and  Co.  upon  commercial  credit, 
in  questions  607  616,  Mr.  Palmer  said  that  the 
danger  to  the  Bank  was  in  a  great  d^ree  avened 
by  the  issue  of  its  £1  notes,  which  were  a  very 
material  aid  to  it  when  it  was  difficult  to  get  coin 
from  the    Mint   in   sufficient   quantities.     Mr. 
Stuckey,  the  eminent  banker,  said  that   if  the 
Hank  had  not  done  as  they  did,  most  of  the  banks 
in  London  as  well  as  the  country  most  have 
stopped     Mr.  Jeremiah  Flarman  was  asked — Q. 
2,232:  ''The  Bank  of  England  issued  £,1  notes 
at  that  period — was  that  done  to  protect  its  re- 
maining  treasure  ? — Decidedly,  and  it  worked 
wonders.    Do  you  think  that  the  issuing  of  the 
£1  notes  did  avert  a  complete  dnun? — As  far  as 
my  judgment  goes,  it  saved  the  credit  of  the 
country."    Mr.  G.  W.  Norman  was  ask^ — Q, 
2,479 :  'M)o  you  not  think  that  with  a  reduc^ 
treasure  in  the  Bank,  accompanied  with  embar- 
rassment in  commerce,  and  workmen  thrown  out 
of  employment,  a  prudential  regai'd  to  the  safety 
of  the  Bank  would  cause  that  to  be  considered  a 
period  of  danger  to  the  Bank  ? — Certainly  I  should 
say  it  would  be  an  anxious  period  for  the  Bank ; 
but  1  think  we  have  generally  seen  in  periods  of 
commercial  distress  the  credit  of  the  Hank  rather 
rose  higher  above  the  common  credit  of  other 
bodies  of  individuals  than  at  any  other  time. 
Why  do  you  think  so  ? — ^I  may  refer  particularly 
to  the  example  of  1825 ;  at  that  time  the  Bank 
had  the  means  of  increasing  its  issues  prodigiously; 
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at  the  moment  the  crisU  took  place  there  vna 
nothing  like  a  want  of  credit  id  the  public  miad 
ivitb  respect  to  the  Bank.  Do  yon  suppose  that 
tbe  £1  not«s  of  the  Bank  at  that  time  stepped 
the  panic? — To  a  certain  degree."  Even  Mr. 
Samael  Jones  Loy d  (now  Lord  Overatone)  whose 
opinions  on  Cnrrency  we  have  examined  at  great 
length  nnder  Ccrbenct,  testified  as  to  the  good 
effect  of  the  issue  of  the  £1  notes.  Q.  3,446: 
*'  Do  you  conceive  that  any  part  of  what  has 
been  called  tbe  commercial  discredit  in  the  year 
J825,  consisted  in  a  doubt  of  tbe  ultimate  solvency 
of  tbe  Bank  of  England  ?— Not  the  slii;htest ;  and 
the  best  proof  of  that  is,  that  wlien  they  had  no 
further  sovereigns  that  they  could  issne,  they 
Inckily  fonnd  a  large  quantity  of  £1  notes,  and 
the  pnbllc  were  perfectly  satisfied  with  the  £1 
notes." 

Onlhe  Criiu  o/ 1847. 
The  great  crisis  of  1825  is  the  most  striking 
proof  of  the  truth  of  the  fundamental  princi]>leB  of 
tlie  Bullion  Keport,  one  of  which  was  that  it  was 
inexpedient  to  impose  a  nnmerical  limit  on  the 
issues  of  the  ISank,  because  there  were  occasional 
crises  to  which  our  system  of  paper  credit  was 
subject,  when  a  liberal  issue  of  Bank  notes  was 
indispensable  to  prevent  general  commercial  ruin. 
After  many  long  controversies  we  have  seen  that 
the  Directors  of  the  Bank  were  brought  to  admit 
the  principle  that  the  Issues  of  notes  should  be 
regulated  by  the  state  of  tbe  Foreign  Exchanges. 
We  have  shewn  under  Bankino  in  Enqlahd,  § 
218,  the  rules  proposed  by  the  Directors  for  con- 
trolling their  issues  by  the  Exchanges,  and  how 
utterly  futile  they  were.  The  mismanagement  of 
the  Directors  brought  the  Bank  into  ditBculties 
in  1837  and  1839,  but  these  crises  are  not  aaf- 
flcieiitly  important  in  a  scientific  point  of  view  to 
demand  a  separate  notice.  The  repeated  instances 
of  mismanagementi  however,  turned  the  attention 
of  writers  to  devise  some  plan  by  which  the  Bank 
should  be  compelled  to  maintain  itself  in  a  posi- 
a  of  solvency,  and  a  plan  was  adopted  by  Sir 
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ideas  of  Colonel  'I'orrens,  Mr.  Samnel  Jo 
(Lord  Overstone),  and  others,  which  was  carried 
into  effect  by  tbe  famous  Bank  Act  of  1844.  The 
details  of  this  Act  are  folly  explained  in  Bajikiho 
IS  Enolans,  I  235.  We  have  shewn  there  that 
It  imposed  a  dednite  limit  on  the  issues  of  the 
Bank,  being  allowed  to  issue  notes  to  the  amount 
of  £14,000,000  based  on  pnblic  secnrities,  to- 
gether with  an  amount  eqnal  to  tbe  quantity  of 
coin  they  possessed  in  their  vaults.  This  theory 
was  based  upon  what  is  called  the  Onrrency 
Principle,  which  shortly  stated  is  this:— That 
Bank  not«s  payable  to  bearer  on  demand  are 
currency,  as  diatiogQisbcd  from  all  other  forms  of 
paper  credit.  That  when  Bank  notes  are  per- 
mitted to  be  issned,  they  onght  to  be  exactly 
equal  in  quantity  to  the  bullion  they  displace, 
and  that  the  quantity  of  notes  in  circulation 
ought  always  to  be  exactly  equal  to  what  the  coin 
woald  be  if  there  were  no  notes.  Such  was  the 
theory  the  promoters  of  the  Act  intended  to  carry 
out.  But  we  have  shewn  under  Bismso  m 
England,  §  236-7,  and  CuBSENcr  Fbikcipli 
what  a  complete  delusion  it  is  to  suppose  that  the 
Act  does  really  cai-ry  it  out.  However,  that  is 
not  tbe  most  important  point  which  affects  ns  at 


present.  The  chief  point  we  have  to  coosider  at 
present.  Is  the  policy  of  imposing  a  definite 
numerical  limit  on  tbe  issaes  of  the  Bank,  in  dia- 
metrical opposition  to  the  opinions  of  the  most 
eminent  banking  authorities  up  to  1640. 

The  intention  of  the  framers  of  the  Act  was 
that,  as  bullion  left  the  country,  the  issues  of  the 
Bank  in  the  hands  of  the  public  shoold  be 
gradually  diminished,  so  as  to  make  money  more 
valuable,  and  arrest  the  drain.  After  the  passing 
of  the  Act  of  1844,  fi'oin  various  circumstances, 
there  was  a  continual  increase  in  the  bullion  in 
the  Bank  until  August,  1846,  when  it  reached  a 
maximum  of  16  millions,  and  the  rate  of  disconnt 
was  3  per  cent.  The  following  figures  shew  the 
notes  held  by  the  public,  and  in  reserve,  the  total 
amount  of  bullion,  and  the  rate  of  discount,  from 
August,  1846,  to  the  crisis  of  April,  1847. 
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When  the  pnblic  saw  the  whole  banking  re- 
sources of  the  Bank  reduced  to  2^  millions,  a 
complete  panic  seized  the  Directors  and  the 
public.  The  Directors  adopted  measures  of  the 
greatest  severity  to  check  the  drain.  Disconnt 
out  of  doors  on  the  best  bills  rose  to  10  and  12 
per  cent.  In  consequence  of  these  measures 
bullion  began  to  flow  in,  and  continued  to  do  so 
till  the  end  of  June,  when  it  was  upwards  of  lOJ: 
millions.  At  the  end  of  June,  however,  a  new 
drain  began,  which  continued  steadily  till  after 
the  great  crisis  in  October.  At  the  end  of  July, 
the  Bank  had  £9,331,000  of  bullion  and  coin, 
the  notes  issued  were  £18,892,000,  and  those  in 
reserve  were  £3,773,000.  They  had  been  so 
severely  blamed  in  April  for  not  taking  timely 
precautions  to  check  the  drain,  that  they  now 
proceeded  with  greater  energy.  Discount  was 
raised  to  5J,  being  I J  per  cent.  Iiigher  than  when 
they  had  a  similar  amount  of  reserve  in  April. 

Tbe  crisis  of  1847  began  in  August.  There 
had  undoubtedly  been  a  long  period  during  which 
houses  that  had  been  insolvent  for  years  bad 
maintained  themselves  <&oat  by  the  low  rate  of 
discount  But  besides  that,  the  extraordinary 
rise  iu  the  price  of  wheat  in  tbe  spring  bad  led 
to  enormous  speculation  in  com.  The  price  of 
wheat  had  ranged  from  708.  to  773.  from  January 
to  April.  In  May  the  avers^e  rose  to  105s,,  a 
considerable  quantity  being  sold  at  a  much  higher 
figure  than  that.  It  did  not  vary  much  during 
Jane.  These  high  prices,  of  course,  attracted 
amount  of  supplies;  and  doiiug  July 
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the  price  gradually  fell  to  76s.  The  cargoes, 
however,  purchased  at  the  prices  of  the  spring, 
now  arrived.  Besides  that,  the  new  crops  began 
to  come  in,  and  were  found  to  be  of  excellent 
qaality;  and  thus  the  price  was  still  further 
lowered.  The  frightful  catalogue  of  fttilnres 
began  in  the  first  week  of  Au^rust.  During  the 
first  week  they  were  about  £1,200,000.  In  three 
weeks  they  amounted  to  £3,027,000.  Week  after 
week  followed,  each  one  increasing  in  severity, 
until  the  total  exceeded  115,000,000.  The  in- 
creasing severity  of  the  crisis  Iiad  its  usual  effect 
of  turning  the  exchanges  in  favour  of  the  country, 
and  by  the  end  of  September  bullion  began  to 
flow  in. 

By  the  2nd  of  October,  the  reserve  was  re- 
duced to  £3.409,000,  with  the  crisis  becoming 
severer  every  day.  The  Bank  began  to  perceive 
that  it  was  time  for  them  to  think  of  their  outi 
safety.  On  that  day  they  gave  notice  that  the 
minimum  rate  would  be  5|  on  all  bills  falling 
due  before  the  15th  October,  and  they  refused  to 
make  any  advances  on  stock  or  exchequer  bills. 
This  last  announcement  created  great  excitement 
on  the  Stock  Exchange.  The  town  and  country 
bankers  hastened  to  sell  their  public  securities, 
to  convert  them  into  money.  The  difference  be- 
tween the  price  of  Consols  for  ready  money  and 
for  the  account  of  the  14tli  October,  shewed  a 
rate  of  interest  equivalent  to  50  per  cent,  per 
annum.  Exchequer  bills  sold  at  35  per  cent, 
discount  On  the  1 6th  October  the  rate  of  dis- 
count varied  fi'om  5jf  to  9  per  cent.  At  this  time 
the  bullion  was  £8,431,000;  the  notes  issued 
£19,359,000,*  and  in  reserve  £2,630,000. 

The  following  week,  from  Monday  the  18th  to 
Saturday  the  23rd,  was  the  paroxysm  of  the 
crisis.  On  Monday  the  Royal  Bank  of  Liverpool, 
with  a  paid-up  capital  of  £800,000,  stopped  pay- 
ment, which  caused  the  funds  to  fall  2  per  cent. 
This  was  followed  by  the  stoppage  of  the  North 
and  South  Wales  Bank,  also  of  Liverpool,  the 
Liverpool  Banking  Company,  the  Union  Bank  of 
Newcastle,  heavy  runs  on  the  other  banks  of  the 
district,  and  other  bank  failures  at  Manchester 
and  in  the  West  of  England.  As  the  whole 
commercial  world  knew  that  the  resources  of 
tlie  Banking  department  were  being  rapidly  ex- 
hausted, a  complete  panic  seized  them.  Private 
discounts  ceased.  At  Liverpool  bills  of  the  best 
houses,  bearing  the  endorsement  of  the  Hank  of 
France,  and  having  only  three  days  to  run,  were 
refused  discount  at  the  branch  of  tlie  Bank  of 
England.  No  one  would  part  with  the  money  or 
notes  they  possessed.  The  most  exorbitant  sums 
were  offered  to  merchants,  and  refused,  for  their 
acceptances. 

The  continued  and  ever  increasing  severity  of 
the  crisis  caused  deputation  after  deputation  to 
be  sent  to  the  Government,  to  obtain  a  relaxation 
of  the  Act.  For  a  long  time  they  were  unsuc- 
cessful, the  Ministry  clinging  with  obstinacy  to 
their  pet  theory  of  currency.  At  last  it  became 
evident  that  matters  could  go  on  no  longer.  Ruin 
awaited  the  whole  commercial  community.  On 
Saturday,  the  23rd,  the  Ministry  found  that  the 
Act  must  be  abandoned,  and  communicated  this 
determination  to  the  Directors,  who  immediately 
acted  upon  it,  and  discounted  freely  at  9  per 
cent.  Tlie  letter  itself  was  not  actually  sent  till 
Monday,  the  25th.    It  stated  that  the  Government 


expected  that  the  pressure  which  bad  existed  for  ^ 
some  weeks  would  have  passed  away  like  the  oc« 
in  April  had  done,  by  the  operation  of  natiinl 
causes.  That,  being  disappointed  in  this  hope^ 
they  had  come  to  the  conclusion  that  the  time 
had  come  when  they  ought  to  attempt,  by  some 
extraordinary  and  temporary  measure,  to  restore 
confidence  to  the  mercantile  community.  That 
for  this  purpose  they  recommended  the  Direeton 
of  the  Bank  of  England,  in  the  emergency,  to  en- 
large the  amount  of  their  discounts  and  advances 
on  approved  security ;  but  that,  in  order  to  restrain 
this  operation  within  reasonable  limits,  a  high 
rate  of  interest  should  be  chatted,  which,  nnder 
the  circumstances,  should  not,  they  thought,  be 
less  than  8  per  cent.  That  if  such  a  course 
should  lead  to  any  infringement  of  the  law,  they 
would  be  prepared  to  propose  to  Parliament,  on 
its  meeting,  a  bill  of  indemnity.  This  letter  was 
made  public  about  one  o'clock  on  Monday,  the 
25th ;  and  no  sooner  was  it  done  so,  than  the 
panic  vanished  like  a  dream  I  Mr.  Gnmey  stated 
that  it  produced  its  effect  in  ten  minutes !  Xo 
sooner  was  it  known  that  notes  might  be  had,  than 
the  want  of  them  ceased!  Not  only  did  no 
infringement  of  the  Act  take  place,  but  the  whole 
issue  of  notes  in  Consequence  of  the  letter  was 
only  £400,000 ;  so  that,  while  at  one  moment  the 
whole  credit  of  Great  Britain  was  in  imminent 
danger  of  being  totally  destroyed,  within  one 
hour  it  was  saved  by  the  knowledge  that  notes 
might  be  had,  and  the  actual  issue  of  £400,000 ! 
The  extraordinary  and  disastrous  state  of  public 
credit  at  this  period  may  be  judged  of  by  the 
aid  afforded  by  the  Bank  of  England  to  different 
establishments  from  the  15th  September  to  the 
15th  November,  as  follows : — 

1.  It  advanced  £150,000  to  a  large  firm  in 
London,  who  were  under  liabilities  to  the  extent 
of  several  millions,  on  the  security  of  debentures 
of  the  Governor  and  Company  of  the  Copper 
Miners  of  England,  which  prevented  them  stop- 
ping payment. 

2.  It  advanced  £50,000  to  a  country  banker, 
on  the  security  of  real  property. 

3.  It  advanced  £120,000  to  the  Governor  and 
Company  of  Copper  Miners,  which  prevented 
them  stopping  payment. 

4.  It  advanced  £300,000  to  the  Royal  Bank  of 
Liverpool,  on  the  security  of  bills  of  exchange, 
over  and  above  their  usual  discounts ;  bat  this 
was  inadequate,  and  the  bank,  having  no  further 
security  to  uffer,  stopped  payment. 

5.  It  advanced  £100,000  to  another  joint  stock 
bank  in  the  country. 

6.  It  advanced  £130,000  on  real  property  to 
a  large  mercantile  house  in  London. 

7.  It  advanced  £50,000  on  bills  of  exchange 
to  another  mercantile  house,  on  the  secm-ity  of 
approved  names. 

8.  It  advanced  £50,000  on  bills  of  exchange 
to  a  joint  stock  bank  of  issue,  which  soon  after 
stopped  payment. 

9.  It  advanced  £15,000  on  real  property  to 
another  mercantile  house  in  Loudon. 

10.  It  saved  a  large  mercantile  house  in  Liver- 
pool from  failing,  by  forbearing  to  enforce  pay  meut 
of  £100,000  of  their  acceptances  falling  due. 

11.  It  assisted  another  very  large  joint  stock 
bank  in  the  country  by  an  advance  of  £800,000 
beyond  its  usual  discount  limit. 
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12.  It  advanced  £100,000  to  a  coantry  banker 
ou  real  security. 

13.  It  advanced  to  a  Scotch  bank  £200,000 
on  the  security  of  local  bills,  and  £60,000  on 
London  bills. 

14.  It  assisted  another  Scotch  bank  by  dis- 
conuting  £100,000  of  local  and  London  bills. 

15.  It  advanced  £100,000  to  a  large  mercantile 
house  in  London,  on  approved  personal  security. 

16.  It  assisted  a  large  house  in  Manchester  to 
resume  payment,  by  an  advance  of  £40,000  on 
approved  personal  security. 

17.  It  advanced  Jt 30,000  to  a  country  bank  on 
real  property. 

18.  It  assisted  many  other  houses,  both  in 
town  and  country,  by  advances  of  smaller  sums 
on  securities  not  usually  admitted;  and  it  did 
not  reject,  in  Loudon,  any  one  bill  offered  for 
discount,  except  ou  the  ground  of  insufficient 
security. 

The  far  larger  portion  of  this  assistance  was 
given  before  the  23rd  October. 

On  the  meeting  of  Parliament  the  Chancellor 
of  the  Exchequer  moved  for  a  committee  to 
enquire  into  the  causes  of  the  recent  commercial 
distress,  and  how  far  it  was  affected  by  the  Act 
of  1844.  He  spoke  of  the  panic  in  the  spring. 
He  said  that  he  bad  seen  no  reason  to  change  the 
opinion  he  had  then  expressed,  that  it  was  mainly 
owing  to  the  imprudence  of  the  Bank,  which, 
having  full  warning  of  the  various  demands  it 
would  have  on  it,  was  too  tardy  in  raising  the 
rate  of  discount,  and  had  lent  out,  over  the  period 
when  the  dividends  became  payable,  the  money 
they  had  provided  for  that  purpose,  so  that  they 
were  not  in  possession  of  adequate  funds  when 
they  were  required.  The  low  state  of  their 
reserve  then  excited  consternation.  The  Bank 
then  took  the  severe  step  of  reducing  the  amount 
of  discounts.  They  pulled  up  as  suddenly  as 
they  had  unwisely  let  out  their  reserve  before. 
With  respect  to  the  panic  of  October,  he  said 
that  the  severe  pressure  in  the  money  market 
had  abated  when  the  bank  failures  in  Liverpool 
and  the  North  of  England  took  place,  which 
renewed  the  alarm.  After  describing  the  gi*eat 
pressure  on  the  country  banks,  he  said — **  The 
Bank  of  England  were  pressed  directly  for  assist- 
ance from  all  parts  of  the  country,  and  indirectly 
through  the  London  bankers,  who  were  called 
npon  to  support  their  country  correspondents. 
The  country  banks  required  a  large  amount  of 
notes  to  render  them  secure  against  possible  de- 
mands ;  not  so  much  for  payment  of  their  notes, 
as  of  their  deposits.  Houses  in  I^udon  were 
applying  constantly  to  the  Bank  for  aid.  Two 
bill  brokers  had  stopped,  and  the  operations  of 
two  others  were  nearly  paralysed.  The  whole 
demand  for  discount  was  thrown  upon  the  hands 
of  the  Bank  of  England.  Notwithstanding  this, 
as  I  said  before,  the  Bank  never  refused  a  bill 
which  it  would  have  discounted  at  another  time ; 
but  still  the  large  mass  of  bills  which  under 
ordinary  curcnmstances  are  discounted  by  bill 
brokers  could  not  be  negotiated.  During  this 
period  we  were  daily,  I  may  say  hourly,  in  pos- 
session of  the  state  of  the  Bank.  The  Governor 
and  Deputy-Governor  at  last  said  they  could  no 
longer  continue  their  advances  to  support  the 
various  parties  who  applied  to  them ;  that  they 
cotdd  save  themselves,  that  is,  they  could  comply 
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with  the  law;  but  that  they  could  not  do  so 
without  pressing  more  stringently  on  the  com- 
mercial world.  At  this  crisis  a  feeling  as  to  the 
necessity  of  the  interposition  of  Government 
appeared  to  be  generally  entertained ;  and  those 
conversant  with  commercial  affairs,  and  least 
likely  to  decide  in  favour  of  the  course  we 
ultimately  adopted,  unanimously  expressed  an 
opinion,  that,  if  some  measures  were  not  taken 
by  the  (Tovernment  to  arrest  the  evil,  the  most 
disastrous  consequences  must  inevitably  ensue. 
Evidence  was  laid  before  the  Government,  which 
proved,  not  only  the  existence  of  severe  pressure 
from  the  causes  I  have  stated,  but  also  that  it 
was  aggravated  in  a  very  great  degree  by  the 
hoarding,  on  the  part  of  many  persons,  of  gold 
and  Bank  notes  to  a  very  large  extent,  in  conse- 
quence of  which  an  amount  of  circulation,  which 
under  ordinary  circumstances  would  have  been 
adequate,  became  insufficient  for  the  wants  of  the 
community.  It  was  difficult  to  establish  this 
beforehand,  but  the  best  proof  of  the  fact  is  in 
what  occurred  after  we  interfered.  As  soon  as 
the  letter  of  the  23rd  October  appeared,  and  the 
panic  ceased,  thousands  and  tens  of  thousands  of 
pounds  were  taken  from  the  hoards,  some  from 
boxes  deposited  with  bankers,  although  the  parties 
would  not  leave  the  notes  in  their  banker's  hands. 
Large  parcels  of  notes  were  returned  to  the  Bank 
of  England,  cut  in  halves,  as  they  had  been  sent 
down  into  the  country;  and  so  small  was  the 
real  demand  for  an  additional  quantity  of  notes, 
that  the  whole  amount  taken  from  the  Bank 
when  the  unlimited  power  of  issue  was  given 
was  under  £400,000.  The  restoration  of  confi- 
dence released  notes  fi*om  their  hoards,  and  no 
more  were,  wanted;  for  this  trifling  quantity  of 
additional  notes  is  hardly  worth  notice.  »  ♦  • 
Parties  of  every  description  made  applications 
for  assistance  to  us,  with  the  observation,  « We 
do  not  want  notes,  but  give  us  confidence.*  They 
said,  *  We  have  notes  enough,  but  we  have  not 
confidence  to  use  them ;  say  you  will  stand  by 
us,  and  we  shall  have  all  that  we  want ;  do  any- 
thing, in  short,  that  will  give  us  confidence.  If 
we  think  that  we  can  get  Bank  notes,  we  shall 
not  want  them.  Charge  any  rate  of  interest  you 
please;  ask  what  you  like.'"  (Mr,  Spooner^ 
"  No  I  no  I")  *'  I  beg  pardon  of  the  honourable 
gentleman,  but  I  may  be  permitted  to  know 
what  was  actually  said  to  me.  I  say  that  what 
I  have  stated  was  the  tenor  of  the  applications 
made  to  me.  Parties  said  to  me,  *  Let  us  have 
notes;  charge  10,  12  per  cent,  for  them;  we 
don't  care  what  the  rate  of  interest  is.  We  don't 
mean  indeed  to  take  the  notes,  because  we  shall  not 
want  them ;  only  tell  us  that  we  can  get  them, 
and  this  will  at  once  restore  confidence.*  We 
have  been  asked  what  was  the  change  of  circum- 
stances which  induced  us  to  act  on  Saturday 
when  we  declined  acting  a  day  or  two  before.  I 
reply  that  the  accounts  we  received  on  Thursday, 
Friday,  and  Saturday,  were  of  a  totally  dif- 
ferent description  from  those  that  were  previously 
brought  us.  It  was  on  Saturday,  and  not  before, 
that  this  conviction  was  forced  upon  us ;  and  it 
was  not  till  then  that  we  felt  it  necessary  to 
sanction  a  violation  of  the  law."  The  persons 
applying  generally  said  that  it  was  necessaiy  to 
place  a  limit  on  the  amount  to  be  authorized, 
which   they  proposed  should  be  two  or  three 
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millions ;  bnt  the  Government  thought  the  limit 
should  be  placed  on  the  rate  of  interest,  and  this 
was  the  method  adopted.  There  can  be  no  donbt 
whatever  of  the  soundness  of  this  opinion.  If 
the  Bank  had  been  limited  to  the  paltry  sum  of 
two  or  tliree  millions,  it  would  probably*  have 
gone  but  a  little  way  to  stay  the  panic,  or  the 
demand  for  hoarding.  But  when  everybody 
knew  that  they  might  have  notes  at  a  high  rate, 
they  did  not  apply  for  them,  unless  they  really 
required  them.  We  have  already  shown  that 
Sir  Bobcrt  Peel  entirely  approved  of  the  conduct 
of  the  Government,  which  was  a  distinct  repudi- 
ation of  the  currency  principle.  We  have  given 
a  long  extract  from  Sir  Robert  Peel's  speech 
under  Banking  in  England,  §  246. 
^  On  the  meeting  of  Parliament,  both  houses 
appointed  committees  to  inquire  into  the  causes 
of  the  commercial  distress,  and  the  working  of 
the  Act  of  1844.  Before  the  Committee  of  the 
Commons,  Mr.  Adam  Hodgson,  a  Director  of  the 
Bank  of  Liverpool,  gave  it  as  his  decided  opinion 
that,  if  the  Act  had  not  been  suspended,  the 
Bank  of  England  would  have  stopped  payment. 
Mr.  Samuel  Gumey  stated  that  he  was  quite 
satisfied  there  were  at  least  £4,000,000  of  notes 
hoarded  from  panic,  and  alarm  that  notes  could 
not  be  got  at  all.  He  gave  the  experience  of  his 
own  firm  to  illustrate  the  nature  of  the  crisis. 
On  Saturday,  the  23rd,  owing  to  the  feeling  of 
alarm  that  it  would  not  be  possible  to  get  circu- 
lating medium,  they  considered  it  prudent  to 
negotiate  a  loan  for  £200,000,  which  was  done 
at  9  per  cent.  On  the  Monday  the  feeling  became 
still  more  intense;  both  from  the  country  and 
from  London  there  was  a  general  rush  to  get 
notes  while  they  were  to  be  had.  The  fii*m 
made  an  application  for  a  similar  amount  on 
Monday,  and  were  told  that  they  should  have  an 
answer  by  two  o'clock.  Before  that  time,  how- 
ever, the  Government  letter  came  out,  and  the 
orders  for  money  were  very  generally  withdrawn. 
Sums  of  money  were  offered  them ;  and  before 
the  week  was  over  they  had  to  go  to  the  Bank, 
to  ask  them,  as  a  favour,  to  take  back  the  money 
they  had  lent.  He  was  of  opinion  that  the  ci'isis 
would  have  been  mitigated  if  the  letter  had  come 
out  sooner.  He  stated  that  at  first  bis  opinion 
had  been  in  favour  of  the  Act,  but,  after  seeing 
its  operation  in  April  and  October,  his  opinion 
had  decidedly  changed  and  become  adverse  to  it. 
He  said  that,  when  there  was  a  panic,  the  only 
cure  was  a  liberal  issue  of  notes. 

Mr.  Loyd  (Ix)rd  Overstone)  was  of  opinion 
that  the  Act  of  1844  had  no  effect  whatever  in 
causing  or  aggravating  the  pressure  in  April  or 
October;  that  the  course  pursued  by  the  Bank 
from  January  to  April  was  extremely  erroneous 
and  detrimental  to  the  public  interest,  and  was 
only  stopped  by  the  positive  provisions  of  the 
Act ;  and  that,  if  that  system  of  procedure  had 
not  been  stopped,  it  must  have  ended  in  the  most 
disastrous  consequences.  The  bullion  in  the  Bank 
would  have  been  greatly  diminished,  and  the 
pressure  far  more  severe,  if  it  had  been  put  ofif 
longer.  He,  however,  under  the  circumstances, 
approved  of  the  issue  of  the  Government  letter 
to  allay  the  panic,  which,  he  said,  was  not 
amenable  to  the  principles  of  reason.  He  con- 
sidered the  issue  of  the  letter  to  have  been  quite 
successful. 


The  Committee  of  the  Commons  presented  their 
report  on  the  8th  of  June,  1848.  It  entered  into 
no  philosophical  examination  of  the  correctness, 
or  the  contrary,  of  the  opinions  of  the  witneaee^. 
It  aspired  to  and  attained  to  no  higher  fusctioi 
than  acting  as  a  kind  of  preface  to  the  ina$»  cf 
evidence,  but  concluded  by  stating  the  opinion  of 
the  committee  that  it  was  not  expedient  to  make 
any  alteration  in  the  Act  of  1844. 

The  report  of  the  Lords  was  a  mncli  more 
elaborate  production,  and  is  a  proof  of  what  has 
been  often  remarked  of  the  superior  capacity  of 
the  Lords  as  men  of  business  to  the  Commons. 
It  stated  that  the  committee  had  come  to  the  con- 
clusion that  the  recent  panic  was  materiallT  ag- 
gravated by  the  operation  of  the  Bank  Act  of 
1844,  and  by  the  proceedings  of  the  Bank  itself. 
The  operation  of  the  Act  had  aggravated  the 
panic  by  imposing  a  legislative  restriction  on  the 
means  of  accommodation  while  a  lai^  amount  of 
bullion  was  in  the  bank,  and  the  exchanges  were 
favourable.    They  traced  the  causes  of  the  panic, 
and  entirely  approved  of  the  issue  of  the  Govern- 
ment letter.    They  refused  to  recognize  the  doc- 
trine of  Mr.  I^yd,  that  '^although  the  letter  was 
a  departure  from  the  positive  permission  of  the 
Act,  it  was  not  a  departure  from  the  principle  of 
the  Act."    In  section  lU.  they  said  that  the  in- 
fiexible  rule  considered  to  be  invariable  and  self 
acting,  and  adopted  by  the  Legislature  as  con- 
nected with,  and  consequent  upon,  the  separation 
of  the  Departments  of  Issue  and  Banking,  and 
the  regulations  provided  for  both,  is  fouiided  upon 
certain   principles,    which   before  they  can  be 
adopted  demand  very  serious  consideration.  They 
then  pointed  out  that  some  very  material  con- 
siderations enforced  by  the  most  eminent  ant-hori- 
ties  of  former  times,  had  been  entirely  overlooked 
by  the  framers  of  the  Act,  and  the  supporters  of 
the  theory  upon  which  it  is  founded,  and  said  : — 
*^  Many  other  statements,  authorities,  and  illus- 
trations might  be  given,  exemplifying  the  same 
principles,  and  proving  the  evil  conseqaences  of 
disre^ding  them ;  but  enough  has  been  stated 
to  prove,  in  the  judgment  of  the  committee,  that 
the  inflexibility  of  the  rule  prescribed  by   the 
restrictive  clauses  of  the  Act  of  1844  is  inde- 
fensible, when  equally  applied  to  a  state  of  vary- 
ing circulation,  and  that  its  enforcement  in  1847 
was  an  aggi'avation  of  the  commercial  distress, 
and  was  therefore  wisely  set  aside  by  the  authority 
of  the  Government  on  the  23rd  and  25th  October.** 
They  then  shewed  that  the  same  rule  was  not 
applicable  to  periods  of  an  adverse  and  a  favour- 
able exchange,  and  shewed  that  the  Act  of  1844 
errs  in  applying  the  same  rule  to  these  two  diflTerent 
cases.    They  recommended  that  a  discretionary 
relaxing   power  should    be    introduce,  which 
should  be  exercised  only  during  a  favourable 
exchange. 

The  Crisis  of  1857. 

The  crisis  we  have  just  been  considering  was 
the  inevitable  termination  of  a  multiplicity  of 
derangements  of  the  proper  course  of  conmierce. 
No  one  conversant  with  commercial  history  could 
fail  to  foresee  that  the  entanglements  of  so  large 
a  portion  of  the  public  with  railway  speculations, 
and  the  losses  cansed  by  the  failure  of  the  harvest 
must  produce  a  crisis.  We  have  seen  that  this 
crisis  gave  a  fatal  blow  to  the  prestige  of  the 
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Bank  Act  of  1844,  which  was  enacted  in  express 
contradiction  to  the  opinions  of  the  most  ex- 
perienced authorities  of  former  times,  whom  it  . 
professed  to  follow.  They  had  always  protested 
against  imposing  a  numerical  limit  on  the  issues 
of  the  Bank.  The  experience  of  the  crisis  of 
1847,  amply  confirming  that  of  1793,  1797,  and 
18*25,  shewed  that  such  restrictions  cannot  be 
maintained  in  the  paroxysm  of  a  great  crisis 
without  endangering  the  existence  of  the  whole 
mass  of  commercial  credit. 

The  crisis  we  are  now  going  to  describe  was  of 
a  very  different  nature.  It  burst  upon  the  world 
in  the  most  unexpected  manner.  It  gave  no 
premonitory  symptoms  which  were  apparent  to 
any  but  very  watchful  and  experienced  eyes; 
and  when  it  did  come,  it  revealed  a  depth  of 
rottenness  in  the  commercial  world  which  apall^ 
evej'y  one,  and  proved  to  be  of  much  severer 
intensity  than  that  of  1847. 

The  supporters  of  the  Act  were  much  crestfallen 
by  its  failure  in  1847,  but  they  took  courage  again 
after  the  Crimean  war.  The  Act  had  been  sub- 
jected to  the  test  of  a  great  commercial  crisis  and 
had  failed.  It  was  now  subjected  to  the  test  of 
a  war,  and  many  of  its  opponents  predicted  that 
it  would  fail  again ;  but  it  did  not.  Its  effects 
during  the  Crimean  war  were  probably  salutary ; 
but  the  war  did  not  proceed  to  such  a  length  as 
to  test  its  powers  severely.  Peace  was  restored 
before  the  resources  of  the  country  were  in  any 
manner  strained. 

A  very  severe  drain  happened  in  the  autumn 
of  1855,  but  the  Bauk,  warned  by  previous  expe- 
rience, met  it  promptly  and  successfully.  In 
April,  1855,  discounts  on  three-month  bills  were 
4^,  in  May  4,  and  in  June  reduced  to  3^.  In 
July  the  drain  began,  and  continued  with  rapidity 
through  August.  On  September  6th  the  rate  was 
raised  to  4,  on  the  13th  to  4^,  on  the  27th  to  5. 
On  October  4th  it  was  raised  to  5J.  The  drain, 
however,  continuing  to  increase  in  severity,  dis- 
count was  raised  on  the  18th  October  to  6  per 
cent,  for  two-month  bills,  and  to  7  per  cent,  for 
three  months.  These  rates  continued  till  May 
22nd,  1856,  when  it  was  reduced  to  6  per  cent 
On  the  26th  it  was  reduced  to  5  per  cent.,  and  on 
the  26th  June  to  4J  per  cent.  This  continued 
till  October,  when,  a  great  demand  again  going 
on,  the  rate  was,  on  the  1st,  raised  to  5  per  cent. 
On  the  6th  it  was  raised  to  6  per  cent,  for  two- 
month  bills  and  7  per  cent,  for  three-month  bills. 
On  November  13th  the  minimum  for  all  bills  was 
7  per  cent.  On  December  4th  it  was  reduced  to 
61,  and  on  the  18th  to  6  per  cent.,  and  continued 
so  till  the  autumn  of  1857. 

These  rates  were  of  course  very  much  higher 
than  the  average  ones  of  former  times,  and  they 
were  one  ground  of  accusation  brought  by  many 
against  the  Act.  But,  in  truth,  they  were  its  very 
merits.  The  Directors  had  now  learnt  from 
experience,  and  it  was  these  very  variations 
which  preserved  the  security  of  the  Bank. 

In  August  nothing  seemed  amiss  to  the  public 
eye.  "  Things  were  then  pretty  stationary,"  said 
the  governor  of  the  bank— "the  prospects  of 
harvest  were  very  good,  there  was  no  apprehen- 
sion that  commerce  at  that  time  was  otherwise 
than  sound.  There  were  certain  more  far-seeing 
persons  who  considered  that  the  gi'eat  stimulus 
given  by  the  war  expenditure,  which  had  created 


a  very  large  consumption  of  goods  imported  from 
the  East  and  other  places,  must  now  occasion  some 
collapse,  and  still  more  those  who  observed  that 
the  merchants,  notwithstanding  the  enhanced 
prices  of  produce,  were  nevertheless  importing 
as  they  had  done  successfully  in  the  previous 
yeara.  But  the  public  certainly  viewed  trade  as 
sound,  and  were  little  aware  that  a  crisis  of  any 
sort  was  impending,  far  less  that  it  was  so  near 
at  hand." 

The  bullion  at  this  time  was  £10,606,000,  the 
reserve  £6,296  000,  and  the  minimum  rate  of 
discount  5|,  when  on  the  17th  August,  the  bank 
entered  into  a  negotiation  with  the  East  India 
Company,  to  send  one  million  in  specie  to  the 
East. 

Things  were  in  this  state,  when  about  the 
middle  of  September,  news  came  of  a  great 
depreciation  of  American  railroad  securities.  It 
was  found  that  for  a  long  time  they  had  been 
carrying  on  an  extravagant  system  of  manage- 
ment, and  paying  dividends  not  earned  by  the 
traffic.  The  system  had  at  last  collapsed,  and  of 
course  an  enormous  depreciation  of  their  stock 
followed,  to  the  amount  of  nearly  20  per  cent. 
It  was  supposed  that  as  much  as  eighty  millions 
of  this  stock  was  held  in  England,  and  that  the 
effects  of  this  fall  would  be  very  serious.  On 
the  25th  of  August,  the  Ohio  Life  and  Trust 
Company^  with  deposits  to  the  amount  of 
£1,200,000,  stopped  payment.  The  panic  spread 
throughout  the  Union.  Discount  rose  to  18 
and  24  per  cent.  On  the  1 7th  October,  news 
came  that  150  banks  in  Pennsylvania,  Maryland* 
Virginia,  and  Rhode  Island  had  stopped  payment. 
The  drain  was  then  beginning  to  be  severe  on  the 
Bank  of  England.  On  the  8th,  the  bullion  was 
£9,751,000,  the  reserve  £4,931,000,  and  discount 
was  raised  to  6  per  cent.  On  the  12th,  the  rate 
at  Hamburgh  was  7f,  and  bullion  was  flowing 
towards  New  York ;  discount  was  then  raised  to 
7  per  cent.  About  this  time,  rumoni's  strongly 
affecting  the  Western  Bank  of  Scotland  were 
abroad.  On  the  19th,  discount  was  raised  to  8 
per  cent.  The  commercial  disasters  were  in- 
creasing in  America.  In  one  week  the  Bank  of 
France  lost  upwards  of  a  million  sterling.  The 
Bullion  in  the  bank  had  sunk  to  £8,991,000,  and 
the  reserve  to  £4,115,000.  Discount  was  raised 
to  7^  in  Paris,  and  to  9  per  cent,  at  Hamburgh. 
On  the  26th  a  deputation  fi-om  the  Western  Bank 
of  Scotland  applied  for  assistance,  but  the  Bank 
was  afraid  to  uudei*take  so  cnonnous  a  concern. 
The  Borough  Bank  of  Liverpool  was  also  in 
difficulties,  and  after  some  time  the  Bank  agreed 
to  assist  them  to  the  amount  of  £1,500,000  on 
condition  of  their  winding  up.  But  the  aiTange- 
ments  fell  through  in  consequence  of  the  Liver- 
pool bank  closing  its  doors  before  it  was  com« 
pleted. 

On  the  13th  October  a  general  run  took  place 
on  the  New  York  banks,  in  consequence  of  the 
severe  measures  of  restriction  they  were  obliged 
to  adopt  to  protect  themselves.  Eighteen  imme- 
diately stopped,  and  soon  afterwards,  out  of  63 
banks,  only  one  maintained  its  payments.  This 
immediately  reacted  on  Liverpool  and  Glasgow, 
which  were  much  involved  with  American 
firms.  By  the  19th  October  the  failures  began  to 
be  numerous  in  this  country.  Uneasiness  greatly 
increased  in  London.    On  the  28th  the  principal 
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discount  honse  applied  to  the  Bank  for  an  assnr- 
ance  that  they  wonld  give  them  any  assistance 
they  might  require.  On  the  30th  an  express 
came  for  £50,000  sovereigns  for  a  Scotch  bank, 
part  of  £170,000,  and  £80,000  tor  Ireland.  On 
the  5th  November  discount  was  raised  to  9  per 
cent.  The  great  honse  of  Dennistonn,  with  liabi- 
lities of  nearly  two  millions,  stopped  payment  on 
the  7th,  and  the  Western  Bank  of  Scotland  closed 
its  doors  on  the  9th.  Failures  in  London  were 
rapidly  on  the  increase.  Purchases  and  sales  of 
stock  were  enormous,  much  beyond  what  they 
had  ever  been  before.  The  bullion  in  the  Hank 
had  sunk  to  £7,719,000,  and  the  reserve  to 
£2,834,000.  On  the  9th,  discount  was  raised  to 
10  per  cent.  On  the  10th  November,  a  large 
discount  house  applied  to  the  Bank  for  £400,000. 
The  Bank  of  France  raised  its  rate  to  8,  9  and  1 0 
per  cent,  for  one,  two,  and  three  months.  Another 
English  bank  was  assisted.  The  City  of  Glasgow 
Bank  then  stopped.  On  that  day  the  discounts 
at  the  Bank  were  £1,126,000.  On  the  10th  and 
11th,  upwards  of  one  million  sterling  in  gold  was 
sent  to  Scotland,  and  there  was  a  great  demand 
from  Ireland.  On  the  11th,  Sandei*son  and  Co., 
the  great  bill  brokers,  stopped  payment,  with 
de|K)8its  of  3^  millions.  On  the  I'ith  the  dis- 
counts at  the  Bank  were  £2,373,000  On  the 
]lth,  in  consequence  of  these  sudden  demands 
for  Scotland  and  Ireland,  the  bullion  was  reduced 
to  £6,666,000,  and  the  reserve  to  £1,462,000. 

As  the  failures  in  London  became  more  tre- 
mendous, discounts  became  more  and  more  con- 
ti-acted.  The  stunning  news  of  the  stoppage  of 
00  many  banks  created  a  banking  panic.  Private 
banks  stopped  discounting  altogether.  The  only 
source  of  discount  was  the  Bank  of  England. 
The  public,  however,  and  the  directors  knew 
that  the  precedent  of  1847  must  be  followed,  and 
though  they  made  no  direct  application  to  the 
government  for  the  suspension  of  the  Act,  they 
laid  the  state  of  the  Bank  continually  before 
them,  and  continued  to  discount  as  if  they  knew 
the  Act  must  be  suspended.  At  last  private  per- 
sons being  unable  to  obtain  discounts,  began  to 
make  a  run  for  their  balances  When  universal 
ruin  was  at  last  impending,  the  government,  on 
the  12th  November,  sent  a  letter  to  the  Bank  to 
say,  that  if  they  should  be  unable  to  meet  the 
demand  for  discounts  and  advances  upon  approved 
securities,  without  exceeding  the  limits  of  their 
circulation  prescribed  by  the  Act  of  1844,  they 
would  be  prepared  to  propose  to  parliament  a 
Bill  of  Indemnity  for  any  excess  so  issued.  In 
order,  however,  to  prevent  the  temporary  relax- 
ation of  the  Act  from  being  extended  beyond  the 
necessities  of  the  case,  the  rate  of  discount  was 
not  to  be  reduced  below  their  present  rate,  10  per 
cent. 

The  issue  of  this  letter  immediately  calmed  the 
public  excitement  But  on  the  evening  of  the 
12th  the  total  banking  reserve  of  the  Bank  and 
all  its  branches  was  reduced  to  £581,000.  Truly 
said  the  Governor  of  the  Bank  to  the  question 
132,  *'  Supposing  that  the  letter  in  question  had 
not  been  issued  on  that  day,  would  the  Bank,  on 
the  morning  of  the  13th,  have  been  in  a  condition 
to  continue  its  discounts  P — No;  certainly  not, 

"133.  Would  it  not  have  been  compelled  to 
announce  it  could  not  discount  any  more  com- 
mercial paper  P — Yes,  or  nearly  so. 
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*'  138.  Is  it  not  likely  that  the  annonneeineDt 
of  the  cessation  of  discounts  at  the  Bank  of 
England  would  have  increased  the  alarm  of  the 
mercantile  public  in  London  P — Materially. 

"  139.  Would  not  an  increased  alarm  on  the 
part  of  the  mercantile  public  have  natnrally  led 
to  an  increased  demand  upon  the  bankers?— It 
would  have  led  to  immediate  failures,  and  would 
so  far  have  lessened  the  quantity  of  bills  coming 
for  discount,  by  the  number  of  bills  which  were 
actually  rendered  unavailable 

"  140.  Without  reference  to  bills,  do  yon  not 
think  it  likely  that  there  would  have  be^n  in- 
creased demands  upon  the  bankers,  which  would 
have  compelled  them  to  withdraw  a  p<»rtion  of 
their  deposits  from  the  Bank  of  England? — I 
think  certainly  that  in  part  there  wonid  have 
been  " 

To  shew  the  state  the  Bank  was  reduced  to, 
the  Governor  gave  in  a  paper  to  the  Committee 
with  the  following  figures,  shewing  its  reserve  on 
the  11th  and  12th  November : — 

On  Wednesday,  November  llth,  the  reserve 
consisted  of— 

r  £ 

Notes  in  London 875,005 

„      at  Branches  582,700 

957,715 

Gold  coin  in  London 8]0,7«4 

„        at  Branches  97,665 

406,449 

Silver  coin  in  London  44,046 

,.         at  Branches 51,948 

95.994 

Total  Reserve  X1,4G24^ 

On  Thursday,  November  12,  at  night,  the 
reserve  consisted  of— 

£  £. 

Notes  in  London 66,085 

„     at  Branches 62,545 

130,630 

Gold  coin  in  London 274,953 

,,        at  Branches 88,255 

3583)6 

Silver  coin  in  London    41,106 

„        at  Branches 50,807 

91,913 

Total  Reserve  £580,751 


That  is  to  say  that  the  total  reserve  in  London 
on  the  evening  of  the  12th  was  •£3b4»]44.  Such 
were  the  resources  of  the  Bank  of  England  to 
commence  business  with  on  the  morning  of  the 
13th  I  Truly,  said  the  Governor,  it  mnst  have 
entirely  ceased  discounting,  which  wonld  have 
brought  an  immediate  run  upon  it;  and  the 
banker*8  balances  alone  were  £5,456,000.  It  is 
easy  to  see  that  the  Bank  could  not  have  kept  its 
doore  open  an  hour. 

The  Governor  of  the  Bank  said  that  the  panic 
of  1857  was  not  so  great  as  that  of  1847,  bat  the 
real  commercial  pressure  was  more  intense.  This 
is  proved  by  the  fact  that  while  in  the  former 
year  the  issue  of  the  letter  immediately  allayed 
the  panic,  and  by  that  means  stopped  the  demand 
for  notes,  and  there  was  only  required  an  issue  of 
£400,000  in  notes  to  surmount  all  difficuUiea, 
which  did  not  exceed  the  statutory  limits;  in 
1857  the  issue  of  the  Government  letter  produced 
no  cessation  of  demand  for  advances.  The  statu- 
tory limit  was  £14,475,000  of  notes  isaaed  on 
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Nov.  13 186,000 

„      U 622,000 

„     le 8C<),000 

„     17  &(6,000 

„      18  852,000 

„      19  896,000 

„     20 928,000 

„     21 617,000 


Nov.  28 _.  897,000 

„  £4 817,000 

„  88 81,000 

„  26  248,000 

„  27 3*2,000 

„  28 18*.00O 

„  ao ^...    16/X» 


On  the  meeting  of  FarliameDt  an  Act  was  passed 
permitting  a  temporary  Bnspension  of  the  Bank 
Act  till  Febrnarjlst,  1858,  provided  the  directors 
did  not  rednce  their  diaconat  below  10  per  cent. 
On  the  24th  December  they  rednced  it  to  8  per 
cent.,  thereby  reriving  the  operatioo  of  the  Act. 

The  following  table  shews  the  fibres  of  varions 
departments  of  the  Bank  before  and  during  the 
crisis:— 


IS80E  DEPABTMENT. 

BANKING  DEPAnmENT. 

SS. 

-£- 

PubUe 
Depodti. 

OUwr 
I>epaalu. 

^" 

Securtitai. 

OtbH 

Securltha. 

Notw. 

SllTcr 
Colli. 

£ 

£ 

£ 

£ 

£ 

f 

f. 

£ 

Oct.  8.. 

21,563,315 

10,078,310 

8,243,217 

10,002,282 

877,439 

21 

4.S 

4, 

24,0]4/.10 

9,5,t9,5m 

872,580 

10,560,607 

W 

77 

4 

IK) 

670,483 

„    17.. 

11,132,431 

869,070 

„   24.. 

23,282,105 

8,777,106 

4,861,740 

11,263,986 

819,442 

VI 

W 

8, 

*.»J- 

22,630,246 

6,160.918 

1(          41 

VI 

m 

75 

576,801 

22.422,060 

11,910,870 

818,197 

21 

„    11  .. 

21,141,065 

6,666,065 

12,935,944 

858,076 

•fl 

58 

Ml 

22,.W4,B95 

6,079,695 

(          34 

it 

70 

t 

404,801 

28,a™,145 

6,        98 

14,951,516 

815,888 

1          47 

81 

Dec  2  .. 

33jn0,;70 

6,895,770 

6,'        67 

14,436,186 

841,261 

I          47 

HI 

86 

V 

M 

„      9 .. 

14,440,724 

„    16... 

25,400,735 

16,077,428 

893.754 

(           31 

•£ 

«t 

„    28.. 

26,683,790 

10,208,700 

15,151,818 

876,438 

i          56 

W 

Mi 

7, 

;« 

„    30... 

15,072,971 

827,405 

Baring  thus  laid  before  onrreaders  an  historical 
account  of  the  varions  commercial  crises  which 
have  occnrred  in  this  country,  we  may  now  make 

a  few  remarlu  on  the  policy  which  varions 
anthorities  have  recommended  should  be  pursued 
by  the  Bank  of  England  during  ihem.  And  this 
is  an  inquiry  of  the  highest  oacional  importance. 
Under  the  immense  development  of  the  system  of 
credit  in  modern  time^,  .hese  crises  are  snre  to  be 
of  periodical  recurrence,  and  a  wrong  course  of 
action  may  be  attended  with  the  most  serioas 
coaaeqnencee  to  the  public. 

Ever  since  the  crisis  of  1793,  there  have  been 
strong  differences  of  opinion  as  to  what  oa^ht  to 
be  the  policy  of  the  Bank  in  the  midst  of  a  crisis. 
Some  contend  that  its  issues  ought  to  be 
rigorously  limited,  thinking  apparently  that  if  it 
extends  its  issues,  they  will  only  be  thrown  back 
Qpou  it  and  gold  demanded.  Others  maintain 
that  ita  tfue  policy,  under  such  circDmBtances,  is 
to  enlarge  its  issues  to  support  public  credit. 

In  the  crisis  of  1793,  the  Bank  acted  upon  the 
restrictive  system,  and  steadily  refused  to  enlarge 
its  issues,  though  pressed  to  do  so  by  Government. 
When  all  credit  was  threatened  with  ruin  in  con- 
sequence of  this  policy,  the  Government  at  last 
came  forward,  and  by  an  issue  of  Exchequer 
Bills  restored  confidence,  and  the  crisis  passed 

In  the  crisis  of  1797,  the  Bank  acted  upon  the 
same  policy  of  rigorous  restriction,  and  it  had  to 
suspend  cash  payments. 

On  both  these  occasions,  1793  and  1797,  the 
severe  policy  of  the  Directors,  which  was  per- 
fectly right  to  a  certain  length,  had  turned  the 
exchanges  in  favonr  of  the  country,  and  gold  was 
coming  in.  The  precedent  of  1783  shewed  that 
under  snch  circumstances  their  issues  might  have 
been  enlarged  with  perfect  safety.  And  this  was 
further  proved  by  the  fact  that  even  after  the 


suspension  In  1797,  and  the  increase  of  their 
issues,  gold  continued  to  flow  in  in  vast  qnantities, 
80  that  in  the  month  of  November,  they  had  up- 
wards of  Sve  millions  of  treasure  in  their  vaults. 
This  decisively  proves  that  they  might  have 
enlarged  their  issues  with  perfect  safety,  and  snch 
a  course  would  have  prevented  them  from  being 
obliged  to  stop  payment. 

Mr.  Henry  Thornton,  a  banker  of  great  emi- 
nence, and  one  of  the  authors  of  the  Bullion 
Report,  being  examined  before  the  Committee  of 
the  Lords  in  1797,  expMned  to  them  how  too 
great  a  diminntion  of  bank  notes  produced  a 
demand  for  guineas.  He  said,  p.  73—"  I  think 
that  an  Increased  quantity  of  notes  proportioned 
to  the  increased  occasion  for  them,  mnst  tend  to 
prevent  a  demand  for  guineas  rather  thwa  to  pro- 
mote it;  and  if  the  qnontitj  of  notes  issued 
should  be  very  considerably  less  than  the  occasion 
of  the  mercantile  world  requires,  I  should  tbink 
a  mn  upon  the  Bank  for  guineas  would  be  the 
consequence." 

At  p.  80— "When  the  Bank  of  England  mate- 
rially lessens  or  suppresses  its  notes,  there  aro  no 
other  notes  wbich  can  supply  their  place.  Their 
place,  indeed,  may  be  supplied  partly  by  guineas, 
but  these  guineas  mnst  be  supplied  bv  the  Bank 
of  England  itself;  thedistresswhich  the  suppres- 
sion of  Bank  of  England  Not«s,toany  considerable 
degree,  causes  in  the  metropolis,  produces  distress 
throughout  the  whole  kingdom.  It  is  the  means 
of  producing  the  suppression  of  mnch  of  the  paper 
of  the  country,  and  of  a  consequent  demand  for 
guineas  from  the  Bank." 

Mr.  Walter  Boyd,  also  an  eminent  banker, 
being  asked— "Are  you  of  opinion  that  an  in- 
creased issue  of  Banit  of  England  Notes  made  to 
the  public  by  an  exteusion  of  discounts  would  or 
would  not  have  contributed  lo  increase  the  demand 
of  cash  from  the  Bank?" — said,  "I  amof  opinion 
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that  if  the  amonnt  of  the  issnes  of  Bank  of  England 
Notes  had  been  only  maintained  at  what  I  con- 
celve  must  have  been  its  height  in  the  month  of 
December,  1795,  the  drain  of  specie  from  the 
Bank,  as  well  as  all  the  embarrassments  in  the 
mercantile  world,  and  a  very  great  portion  of  the 
fall  which  the  pablic  secnrities  have  experienced, 
wonld  have  been  prevented/* 

Mr.  Boyd  and  Mr.  Thornton  both  repeated  the 
same  opinions  before  the  Committee  of  the 
Commons,  saying  that  a  diminntion  of  Bank 
Notes  had  the  inevitable  effect  of  causing  a  drain 
of  guineas. 

We  shall  now  qiipte  a  passage  from  Mr.  Thom- 
ton*s  essa^  on  paper  credit.  After  condemning 
Adam  Smith*s  notion  of  restricting  the  paper  to 
the  actual  quantity  of  gold  displaced,  which  we 
have  quoted  under  Curesngt  Peimciplb,  he  says 
— '*The  causes  which  lead  to  a  variation  in  the 
rapidity  of  the  circulation  of  bank  notes  may  be 
several.  In  general  it  may  be  observed  that  a 
high  state  of  confidence  serves  to  quicken  their 
circulation ;  and  this  happens  upon  a  principle 
which  shall  be  fully  explained.  It  must  be  pre- 
mised that  by  the  phrase,  a  more  or  less  quick 
circulation  of  notes,  will  be  meant  a  more  or  less 
quick  circulation  of  the  whole  of  them  on  an 
average.  Whatever  increases  that  reserve,  for 
instance,  of  Bank  of  England  Notes  which  remains 
In  the  drawer  of  the  London  banker  as  his  provi- 
sion against  contingencies,  contributes  to  what 
will  here  be  termed  the  less  quick  circulation  of 
the  whole.  Now,  a  high  state  of  confidence  con- 
tributes to  make  men  provide  less  amply  against 
contingencies.  At  such  a  time  they  trust  that  if 
the  demand  upon  them  for  a  payment  which  is 
now  doubtful  and  contingent,  ^ould  actually  be 
made,  they  shall  be  able  to  provide  for  it  at  the 
moment,  and  they  are  loth  to  be  at  the  expense 
of  selling  an  article,  or  of  getting  a  bill  discounted, 
in  order  to  make  the  provision  much  before  the 
period  at  which  it  shall  be  wanted.  When,  on 
the  contrary,  a  season  of  distrust  arises,  prudence 
suggests  that  the  loss  of  interest  arising  from  a 
detention  of  notes  for  a  few  additional  days  should 
not  be  r^arded. 

^*  It  is  well  known  that  guineas  are  hoarded  in 
time  of  alarm  on  this  principle.  Notes,  it  is  true, 
are  not  hoarded  to  the  same  extent,  partly  because 
notes  are  not  supposed  equally  likely,  in  the  event 
of  any  general  confioision,  to  find  their  value,  and 

Eartly  because  the  class  of  persons  who  are  the 
olders  of  notes  is  less  subject  to  weak  and  extra- 
vagant alarms.  In  difficult  times,  however,  the 
disposition  to  hoard,  or  rather,  to  be  largely  pro- 
vided with  Bank  of  England  Notes,  will,  perhaps, 
prevail  to  no  inconsiderable  degree. 

^'Thts  remark  has  been  applied  to  Bank  of 
England  notes,  because  these  are  always  in  high 
credit,  and  it  ought,  perhaps,  to  be  chiefly  confined 
to  these.  They  constitute  the  coin  in  which  the 
great  mercantile  payments  in  London,  which  are 
payments  on  account  of  the  whole  country,  are 
effected.  If,  therefore,  a  difficulty  in  converting 
bills  of  exchange  into  notes  is  apprehended,  the 
effect  both  on  bankers,  merchants,  and  tradesmen, 
is  somewhat  the  same  as  the  effect  of  an  appre- 
hension entertained  by  the  lower  class  of  a 
difficulty  in  converting  Bank  of  England  notes, 
or  bankers*  notes  into  guineas.  The  apprehension 
of  the  approaching  difficulty  makes  men  eager  to 


do  that  to-day,  which  otiiarwise  tbey  wwdd  d:- 
to-morrow. 

^  The  truth  of  this  observation  ss  appUed  xn 
Bank  of  England  notes,  as  well  as  the  importsm 
of  attending  to  it,  may  be  made  mamfe^  by 
adverting  to  the  events  of  the  year  1793,  whes. 
through  the  fiulnre  of  many  ooantry  banks,  mxk 
general  distrust  took  place.  The  alarm,  the  fim 
material  one  of  the  kind  which  had  for  a  km 
time  happened,  was  extremely  great.  It  does 
not  appear  that  the  Bank  of  England  notea.  £ 
that  time  in  circulation,  were  fewer  than  i^^ 
It  is  certain,  however,  that  the  existiiig  number 
became,  at  the  period  of  apprdienaion,  insnffickii: 
for  giving  punctuality  to  the  paymoits  <tf  m 
metropolis;  and  it  is  not  to  be  doubted  thattk 
insufficiency  must  have  arisen,  in  some  raeas^R, 
from  that  slowness  in  the  circnlation  of  notes, 
naturally  attending  an  alarm,  which  has  just  b^ 
described.  Every  one  fearing  least  he  should  va 
have  his  notes  ready  when  tiie  day  of  paymot 
should  come,  would  endeavour  to  provide  lumse^ 
with  them  somewhat  beforehand.  A  few  ma- 
chants,  from  a  natural  though  hnrtfal  ttmiditr. 
would  keep  in  their  own  hands  some  of  tb^ 
notes  which,  in  other  times,  they  woald  havf 
lodged  with  their  bankers ;  and  the  eflRsct  wovM 
be,  to  cause  the  same  quantity  of  bank  paper 
to  transact  fewer  payments,  or,  in  other  wonl«^ 
to  lessen  the  rapidity  of  the  circulation  of  ^ 
notes  on  the  whole,  and  thus  to  increase  tls» 
number  of  the  notes  wanted.  Probably  ^i 
some  Bank  of  England  paper  would  be  nsed  as  i 
substitute  for  countiy  hank  notes  suppressed. 

*^  The  success  of  the  remedy  which  the  i^Ua- 
ment  administered  denotes  what  was  the  natare 
of  the  evil.  A  loan  of  Exchequer  Bills  wms 
directed  to  be  made  to  as  many  mercantile  persoBS, 
giving  proper  security,  as  should  apply.  It  is  i 
fact  worthy  of  serious  attention,  that  the  fulure^ 
abated  greatly,  and  mercantile  credit  began  to  be 
restored,  not  at  the  period  when  the  Excheqeer 
Bills  were  actually  delivered,  but  at  a  time  ante- 
cedent to  that  nra.  It  also  deserves  notice,  t^ 
though  the  failure  had  originated  in  an  extrftor- 
dinary  demand  for  guineas,  it  was  not  any  supplT 
of  gold  which  effected  the  cure.  The  fear  of  i»^ 
being  able  to  obtain  guineas,  which  arose  ia  the 
country,  led  in  its  consequences  to  an  extraordi- 
nary demand  for  bank  notes  in  London ;  and  tbr 
want  of  bank  notes  in  London  became  after  a 
time  the  chief  evil.  The  very  expectation  cf  & 
supply  of  Exchequer  Bills—that  is»of  a  snpplTr.f 
an  article  which  almost  any  trader  might  obtain, 
and  which  it  was  known  that  he  might'  then  sdi. 
and  thus  turn  into  bank  notes,  and  after  tnmis^ 
into  bank  notes,  might  also  convert  into  guiness 
— created  an  idea  of  general  solvency.  This 
expectation  cured,  in  the  first  instance,  the  distre^ 
of  London,  and  it  then  lessened  the  demand  for 
guineas  in  the  country,  through  that  punctualitr 
in  effecting  the  London  payments  which  it  prc>- 
duced,  and  the  universal  confidence  which  it  thus 
inspired.  The  sum  permitted  by  Parlhunent  to 
be  advanced  in  Exchequer  Bills  was  five  millians, 
of  which  not  one-half  was  taken.  Of  the  sum 
taken  no  part  was  lost.  On  the  contrary,  tli« 
small  compensation,  or  extra  interest,  which  was 
paid  to  Government  for  lending  its  credit  (for  it 
was  mere  credit,  and  not  either  money  or  bank 
notes,  that  the  Government  adyanced),  amounted 
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to  something  more  than  was  necessary  to  defray 
the  charges,  and  a  small  balance  of  profit  accrued 
to  the  public.  For  this  seasonable  interference, 
a  measure  at  first  not  well  understood,  and 
opposed  at  the  time  chiefly  on  the  ground  of  con- 
stitutional jealousy,  the  mercantile  as  well  as  the 
manufacturing  interests  of  the  country  were  cer- 
tainly most  indebted  to  the  Parliament  and  to  the 
Goyemment. 

'*  That  a  state  of  distrust  causes  a  slowness  in 
the  circulation  of  guineas,  and  that  at  such  a  time 
a  greater  quantity  of  money  will  be  wanted  in 
order  to  effect  only  the  same  money  payments,  is 
a  position  which  needs  scarcely  be  proyed.  Some 
obseryations,  howeyer,  on  this  subject  may  not  be 
useless.  When  a  season  of  extraordinary  alarm 
arises,  and  the  money  of  the  country  in  some 
measure  disappears,  the  guineas,  it  is  commonly 
said,  are  hoarded.  In  a  certain  degree  this  asser- 
tion may  be  literally  true.  But  the  scarcity  of 
gold  probably  results  chiefly  from  the  circum- 
stance of  a  considerable  yariety  of  persons,  country 
bankers,  shopkeepers,  and  others  augmenting, 
some  in  a  smaller  and  some  in  a  more  ample 
measure,  that  supply  which  it  had  been  customary 
to  keep  by  them.  The  stock  thus  enUrged  is  not 
a  fund  which  its  possessor  purposes  in  no  case  to 
diminish,,  but  a  fund  which,  if  he  has  occasion  to 
lessen  it,  he  endeayours,  as  he  has  opportunity,  to 
replace.  It  is  thus  that  a  more  slow  circulation 
of  guineas  is  occasioned;  and  the  slower  the 
circulation  the  greater  the  quantity  wanted  in 
order  to  effect  the  same  number  of  money  pay- 
ments. 

''Thus,  then,  it  appears  that  the  sentiment 
which  Dr.  Smith  leads  his  readers  to  entertain — 
namely,  that  there  is  in  eyery  country  a  certain 
fixed  quantity  of  paper  supplying  the  place  of 
gold,  which  is  all  that  'can  easily  circulate*  (or 
circulate  without  being  forced  into  circulation), 
and  which  is  all  (for  such  likewise  seems  to 
be  the  intended  inference)  that  should  oyer  be 
allowed  to  be  sent  into  circulation — ^is  in  a  yariety 
of  respects  incorrect."  Mr.  Thornton  goes  on  to 
shew  in  other  ways  that  Smith's  idea  is  qaite 
fallacious ;  we  haye  giyen  Airther  extracts  under 
CuREBMCT  PaiNciPLB,  ss  they  bear  on  that  doc- 
trine. At  p.  245  he  says-^<'Some  political 
persons  haye  assumed  it  to  be  a  principle  that  in 
proportion  as  the  gold  of  the  Bank  lessens,  its 
paper,  or,  as  is  sometimes  said,  its  loans  (for  the 
amount  of  the  one  has  been  confonnded  with  that 
of  the  other)  ought  to  be  reduced.  It  has  been 
already  shewn  that  a  maxim  of  this  sort,  if  strictly 
followed  up,  would  lead  to  uniyersal  failure." 
Mr.  Thornton  then  proceeds  to  controyert  the 
doctrine  of  the  Directors,  that  a  paper  currency 
could  not  be  redundant  if  based  upon  mercantile 
bills  arising  out  of  real  transactions,  which  we 
haye  discassed  under  Bullion  Rbpost,  §  51. 

In  1810  the  Groyernor  and  Deputy-Goyemor  of 
the  Bank  were  examined  before  the  Bullion  Com- 
mittee about  their  policy  in  1797 : — 

'*  What  do  yon  consider  as  the  result  of  the 
experience  which  the  Bank  gained  in  1796  and 
1797  ? — The  experience  the  Bank  gained  in  those 
years  was,  that  if  they  had  persisted  in  diminish- 
ing theur  discounts  to  a  greater  degree  than  they 
did,  they  would  haye  brought  on  ruin  to  the 
mercantile  part  of  the  community. 

"  Did  not  the  diminution  of  discounts  at  these 
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periods  create  great  public  distress  P^Insomnch 
as  I  have  already  stated;  many  of  the  Bank 
Directors  repented  of  the  measure.      ♦       ♦       ♦ 

"  Whether  or  not  there  was,  in  the  end  of  the 
year  1796  and  beginning  of  the  year  1797,  a 
considerable  diminution  of  the  outstanding  notes 
of  the  Bank  of  England  ?— There  was. 

"  Was  not  much  of  the  public  and  commercial 
distress  which  arose  at  that  period  attributable  to 
that  diminution  ? 

Mr,  Wkitmare — **^  I  haye  no  doubt  about  it. 

Mr.  Pearse — ^  Undoubtedly. 

"  Whether,  in  your  opinion,  it  was  not  a  much 
wiser  measure,  relative  to  the  ^percantile  interests 
of  the  country,  that  the  restnction  of  cash  pay- 
ments should  have  taken  place  in  1797,  than  that 
the  Bank  should  have  persevered  in  diminishing 
the  issue  of  bank  notes  in  discount? 

Mr.  Whiimore—'' CerUMy:' 

We  have  quoted  in  Bullion  Rbport,  §  39-41, 
the  strongand  emphatic  opinion  of  the  Committee 
that  the  Bank  acted  wrongly  both  in  1793  and 
1797,  and  that  in  certain  commercial  crises  an 
enlarged  accommodation  was  the  true  remedy; 
and  they  further  said — "Your  Committee  have 
much  satisfaction  in  thinking  that  the  Directors 
are  perfectly  aware  that  they  may  err  by  a  too 
scanty  supply  in  a  period  of  stagnant  credit. 
And  your  Committee  are  clearly  of  opinion  that 
althou^  it  ought  to  be  the  general  policy  of  the 
Bank  Directors  to  diminish  their  paper  in  the 
eyent  of  the  long  continuance  of  a  high  price  of 
bullion  and  a  very  unfavourable  exchange,  yet 
it  is  essential  to  the  commercial  interests  of  the 
country,  and  to  the  general  fulfilment  of  those 
mercantile  engagements  which  a  free  issue  of 
paper  may  have  occasioned,  that  the  accustomed 
degree  of  accommodation  to  the  merchants  should 
not  be  suddenly  and  materially  reduced ;  and  that 
if  any  general  and  serious  difficulty  or  apprehen- 
sion on  this  subject  should  arise,  it  may,  in  the 
judgment  of  your  Committee,  be  counteracted 
without  danger,  and  with  advantage  to  the  public, 
by  a  liberality  in  the  issue  of  Bank  of  England 
paper  proportioned  to  the  urgency  of  the  particu- 
lar occasion.*' 

The  eircumstances  which  occasioned  the  ap- 
pointment of  the  Committee  were  produced  by 
improper  extension  of  theii*  issues.  "  In  order  to 
prevent  this  in  future,"  say  they—"  your  Com- 
mittee have  understood  that  remedies,  or  pallia- 
tives, of  a  different  nature,  have  been  projected, 
such  as  a  compulsory  limitation  of  the  amount 
of  Bank  advances  and  discounts  during  the 
continuance  of  the  suspension ;  or  a  compulsory 
limitation,  during  the  same  period,  of  the  rate  of 
Bank  profits  and  dividends,  by  carrying  the 
surplus  of  profits  above  that  rate  to  the  public 
account.  But,  in  the  judgment  of  your  Com- 
mittee, such  indirect  schemes  for  palliating  the 
possible  evils  resulting  from  the  suspension  of 
cash  payments  would  prove  wholly  inadequate 
for  that  purpose,  because  the  necessary  pi'opor- 
tion  could  never  be  adjusted,  and,  if  once  fixed, 
might  aggravate  very  much  the  inconyeniences  of 
a  temporary  pressure ;  and  even  if  their  efiicacy 
could  be  made  to  appear,  they  would  be  objec- 
tionable as  a  most  hurtful  and  improper  inter- 
ference with  the  rights  of  commercial  property.** 

Thus,  we  see  that  the  Bullion  Committee 
expressly  condemned  any  arbitrary  limitation  of 
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the  issnes  of  the  Bank,  on  account  of  the  bad 
effects  it  would  have  in  aggi'avating  a  commercial 
crisis. 

Nor  did  the  framers  of  the  Act  of  1819  hold 
any  different  opinion.    They  expressly  disclaimed 
fixing  any  numerical  limit  to  the  issues  of  the 
Bank.    Lord  Liverpool  (Pari,  Deh.^  Vol.  XL,^ 
p.  620)  speaking  of  the  paper  circulation,  said 
that,  upon   a   subject  of  this  nature,    it  was 
obviously  impossible  to  fix  any  nice  proportion ; 
and  if  he  was  asked  what  was  the  only  criterion 
of  a  circulation  being  sufficient  or  excessive,  he 
mnst  answer  that  it  could  be  found  only  in  its 
value  when  compared  with  the  precious  metals. 
Lord  King  said  that  the  numerical  amount  of 
Bank  notes  could  be  no  guidance  for  the  amount 
of  issues.    The  only  rule  which  could  be  given 
for  their  regulation  was  to  keep  gold  at  the  mint 
price.    Mr.  Peel,  who  was  chairman  of  the  (Com- 
mittee, and  who  introduced  the  bill  into  the 
House,  said  (p.  681)  "  there  was,  in  fact,  no  test 
of  excess  or  deficiency,  but  a  comparison  with 
the  price  of  gold.    He  said  (p.  685)  that  some 
proposed  to  prescribe  such  a  limitation  of  the 
issnes  of  Bank  notes  as  would  secure  the  power 
of  the  Bank  over  the  foreign  exchanges.     He, 
for  one,  confessed  that  this  always  appeared  to 
him  to  be  a  very  unwise  position—and  for  this 
reason,  that  it  depended  so  much  on  circum- 
stances when  to  say  there  was  an  excess  or  not 
of  circulation.    There  were  occasions  when  what 
was  called  a  run  upon  the  Bank  might  be  arrested 
in  its  injurious  effects  by  an  increase  of  the  issues. 
There  were  other  occasions  when  such  a  state  of 
things  demanded  a  curtailment.     In  the  year 
1797,  when  a  run  was  made  on  the  Bank,  but 
when  the  exchanges  were  favourable,  and  the 
price  of  gold  had  not  risen,  it  was  proved  that 
an  extension  of  issnes  might  perhaps,  by  re- 
storing confidence,  have  rendered  the  original 
restriction  unnecessary,  and  prevented  the  evils 
of  the  existing  panic.    On  the  other  hand,  if  the 
run  was  the  effect  of  unfavourable  exchanges, 
and  the  consequent  rise  in  the  price  of  gold,  the 
alarm  must  be  met  by  a  reduction  of  issues.    It 
was  therefore  impossible  to  prescribe  any  specific 
limitation  of  issues  to  be  brought  into  operation 
at  any  period,  how  remote  soever.    The  quantity 
of  circulation  which  was  demanded  in  a  time  of 
confidence  varied  so  materially  from  the  amount 
which  a  period  of  despondency  required,  that  the 
House  must  feel  the  absolute   incapability  of 
fixing  on  any  circumscribed  amount.      It  was 
impossible  to  advert  to  the  evidence  taken  before 
the  Committees,  without  being  impressed  with 
that  conviction.*'    Thus,  we  see  that  Sir  Robert 
Veel  expressly  disclaimed  the  idea  of  fixing  anv 
limit  to  the  issues  of  the  Bank  at  any  period, 
however  remote.    That  period  came,  however,  in 
1844. 

In  the  crisis  of  1825  the  Bank  again  tried  the 
restrictive  policy  for  some  days,  but  found  that  if 
it  maintained  it  eeneral  ruin  would  ensue.  It  then 
suddenly  changed  its  policy,  and  issned  with  great 
profosion,  and  the  panic  passed  away  in  a  day  or 
two.  Mr.  Loyd  himself  spoke  of  the  issue  of  the 
£1  notes  as  a  fortunate  circumstance,  before  the 
Bank  Charter  Committee  of  1832.  In  his  speech 
on  the  renewal  of  the  Bank  Charter  in  May,  1833 
(Pari  Debs,  Third  Series,  Vol.  xviii.,  p,  1 336), 
Sir  Robert  Feel  deprecated  the  establishment  of 


another  bank  of  issue  In  the  Metropolis,  as  ht 
said  that  the  interests  of  commerce  required  that 
there  should  be  but  one  bank  of  issae,  in  order 
that  it  might  exercise  an  undivided  control  over 
the  issue  of  paper,  and  give  fecilities  to  commerce 
in  times  of  difficulty  and  alarm  which  it  cooid 
not  give  with  the  same  effect  if  it  were  subject  to 
the  rivalry  of  another  establishment.  Thns  we 
see  that,  up  to  this  time.  Sir  Robert  Peel  was 
against  the  numerical  limitation  of  the  issaes  of 
the  Bank. 

The  repeated  mismanagement  of  the  Bank, 
however,  in  1837  and  1839,  convinced  that 
eminent  statesman  that  something  required  to  be 
done,  if  possible,  to  check  it.  In  the  Committee 
of  1840  a  very  infinential  body  of  the  witnesses 
maintained  what  is  called  the  currency  principle, 
which  is  this,  that  bank  notes  payable  to  bearer 
on  demand  alone  are  currency,  to  the  exdasion 
of  idl  other  forms  of  paper  credit,  and  that  when 
these  are  permitted  to  be  issued,  they  ought  to  be 
exactly  equal  in  number  to  the  quantity  of  gold 
that  there  would  be  if  there  were  no  notes.  If 
this  doctrine,  then,  were  to  be  carried  out  In 
practice,  it  would  be  necessary  to  limit  the  issues 
of  the  Bank  by  some  method  in  accordance  widi 
this  principle. 

In  1844  Sir  Robert  Peel  seized  the  opportunity 
which  was  allowed  by  the  Bank  Charter  Act  to 
endeavour  to  carry  this  principle  into  effect,  whidi 
was,  as  we  have  seen,  quite  contrary  to  his  pre- 
viously  recorded  opinions.  We  shall  not  enter 
here  into  an  explanation  of  his  method  of  doing 
80,  because  that  is  done  under  CuRaancT  Pan- 
ciPLB.  The  leading  features  of  this  Act  were  the 
absolute  prohibition  of  the  establishment  of  any 
new  banks  of  issue  in  the  country,  and  the  limita- 
tion of  the  issues  of  the  Bank — ^two  things  which 
are  by  no  means  necessarily  connected  with  goo 
another.  The  preceding  crises  were  supposed  to 
have  been  mainly  caused  by  excessive  issues  of 
the  Bank ;  and  it  was  supposed  that  if  these  cooid 
be  prevented,  the  crises  which  grew  out  of  them 
would  not  occur — a  fallacious  expectation,  as 
they  might  have  learned  from  the  experience  of 
other  nations,  because  crises  just  as  severe  as 
any  in  England  had  occurred  at  Amsterdam  and 
Hamburgh,  where  the  principle  they  adopted  was 
in  full  operation. 

The  experience,  however,  of  1847  and  1857  has 
amply  vindicated  the  wisdom  of  those  authorities 
of  former  times,  who  condemned  a  numerical 
limitation  of  the  notes  on  account  of  the  necessity 
of  a  liberal  enlargement  of  the  issnes  in  times  of 
panic.  The  restrictive  policy  was  attempted  to 
be  maintained  in  1847,  and  it  was  /onnd  necessary 
to  abandon  it,  and  immediately  that  was  done  tiie 
panic  vanished.  But  this  was  done  in  a  mnch 
more  serious  manner  than  in  former  times.  Then 
the  Bank  had  nothing  to  do  bat  to  change  its 
policy.  In  1847  they  had  to  commit  a  positive 
breach  of  the  law,  at  the  instigation  of  the 
Government.  In  1 857,  when  the  pressure  became 
very  severe,  they  knew  that  the  Ministry  mnst 
follow  the  precedent  of  1847,  and  they  acted  as  if 
the  €k)vemment  would  do  so,  and  the  Minis^ 
were  obliged  a  second  time  to  instigate  the 
Directors  to  break  the  law,  rather  than  cause 
universal  failure,  as  well  as  the  stoppage  of  the 
Bank  itself.    We  may  observe  that  Sir  Robert 
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Peel  and  Lord  Overstone  himself  approved  of  the 
conduct  of  the  Goyemment  in  1847. 

There  is  now  no  farther  need  of  any  more 
experience.  Eyerything  that  can  be  said  has 
been  said,  and  the  only  question  is  to  come  to 
judgment  on  the  conflicting  yiews. 

The  arbitrary  limitation  of  the  word  Currency 
to  bank  notes  payable  to  bearer  on  demand 
exclnsiyely,  is,  we  hope  we  have  shewn  under 
OuaBENCT,  quite  erroneous,  and  contrary  to  all 
sound  philosophy.  The  Currency  Principle  itself 
18  a  pure  delusion  (Cubbskct  Pringipjle);  and, 
moreoyer,  it  is  the  greatest  delusion  of  all  to 
suppose  that  the  Bank  Act  of  1844  carries  it  out. 

A  creat  part  of  these  erroneous  doctrines  are 
founcfed  on  a  mistaken  yiew  of  the  nature  of 
credit.  Nothing  is  more  common  than  to  say  that 
money  has  intrinsic  value,  and  that  paper  is  only 
the  representative  of  value.  The  utter  contr^ic- 
tion  of  ideas  involved  in  this  language  is  folly 
shewn  under  Cbebit,  Cubbenct,  Value.  It  is 
totally  forgotten  that  money  has  no  value  except 
what  it  will  exchange  for,  and  that  whatever  will 
exchange  for  gold  is  of  the  value  of  gold.  Paper 
that  is  always  exchangeable  for  gold,  as  every 
economist  has  shewn,  is  equal  in  value  to  gold. 
The  true  problem,  then,  is  to  discover  how  paper 
m^best  be  kept  at  the  value  of  gold. 

The  real  error  of  the  Bank  has  always  been 
that,  tempted  by  the  desire  of  making  too  great 
profits,  they  let  their  stock  of  gold  run  down  too 
low,  so  that  it  endangered  the  convertibility  of  the 
note.  Trusting  to  their  well-known  and  enor- 
mous capital,  they  thought  that  no  one  could  ever 
doubt  the  solvency  of  the  Bank,  and,  therefore, 
that  their  issues  could  not  be  depreciated.  They 
never  took  proper  measures  to  check  a  drain  at 
its  commencement,  in  consequence  of  the  unpopu- 
larity of  such  a  course  with  the  commercial  world 
with  which  they  were  so  intimately  connected. 

It  is  perfectly  well  recognised  now  by  every 
one  who  has  the  least  knowledge  of  the  subject, 
that  the  true  method  of  arresting  a  foreign  drain 
is  by  raising  the  rate  of  discount.  This  not  only 
checks  a  foreign  drain,  but  effectually  curbs  an 
undue  expansion  of  the  credit  system  at  home. 

The  advocates  of  the  Bank  Act  have  always 
claimed  for  it  the  merit  of  having  compelled  the 
Directors  to  keep  a  larger  stock  of  bullion  than 
they  did  before.  They  £dso  say  that  in  the  spring 
of  1847,  it  was  the  only  thing  which  prevented  the 
Directors  committing  the  same  error  as  they  had 
done  so  often  before,  of  letting  their  treasure  leak 
out  before  they  took  effectual  measures  to  stop 
it.  They  say,  therefore,  that  it  arf  ested  the  Bank 
in  its  mischievous  career,  and  by  bringing  the 
pressure  on  earlier  than  otherwise  wo^d  have 
happened,  it  made  it  less  severe.  They  also  say 
that  when  the  panic  came  in  October,  1847,  it 
was  only  through  the  restrictions  caused  by  the 
Act  that  the  Bank  had  eight  millions  of  ti*easnre 
in  its  vaults. 

There  can  be  no  doubt  of  the  justice  of  these 
claims.  It  is  undoubtedly  certain  that  the 
Directors  did  commit  the  same  error  as  they  had 
done  before,  and  it  was  the  Act  which  arrested 
them ;  and  it  was  the  Act  which  compelled  them 
to  keep  such  a  reserve  as  they  had  in  October. 

The  Act  has,  therefore,  had  the  undeniable 
merit  of  compelling  the  Directors  to  pay  a  strict 
attention  to  the  rate  of  discount;  and  since  that 


CRISIS,   COMMERCIAL.  645 

time  this  principle  has  been  constantly  gaining 
ground,  and  is  now  fully  understood.  The  feeling 
of  writers  and  the  public  has  undergone  a  won- 
derful change  in  this  respect  within  the  last  few 
years.  It  is  not  so  very  long  ago  since  the 
Directors  were  covered  with  abuse  in  many 
papers  whenever  they  raised  the  rate  of  discount. 
Even  writers  of  eminence,  and  among  others 
Mr.  Tooke,  make  it  an  accusation  against  the 
Act  that  variations  in  the  rate  of  discount  have 
been  much  more  frequent  since  it  was  passed,  and 
they  exhibit  tables  of  these  changes.  But,  in  fact, 
these  tables  are  just  so  many  testimonies  to  its 
merits ;  and  this  i&  happily  well  understood  now. 
Instead  of  being  abused,  the  directors  are  com- 
mended ;  and  if  they  do  not  take  timely  measures, 
they  are  urged  to  do  so  by  the  papers. 

Now,  we  think  that  the  Act  is  justly  entitled 
to  this  merit,  and  it  is  of  the  first  magnitude. 

The  real  and  fundamental  objection  to  the  Act 
is  its  operation  during  a  commercial  crisis.  Ajnple 
and  undeniable  experience  has  proved  this  in  a 
way  that  cannot  be  gainsayed.  Its  plan  and  its 
theory  were  known  to  the  most  distinguished 
authorities  a  very  long  time  ago,  and  were 
expressly  condemned  by  them,  and  its  mischievous 
effects  foreseen  and  predicted  long  ago.  The 
advocates  of  rigorous  restriction,  and  the  advo- 
cates of  enlarged  issues  during  a  crisis,  have  both 
placed  their  arguments  before  the  world,  and 
repeated  experience  has  shewn  that  the  advocates 
of  enlarged  issues  are  in  the  right.  The  restric- 
tive policy  has  uniformly  failed.  The  only 
instance  in  which  it  was  fully  carried  out  it 
brought  on  a  suspension  of  cash  payments,  and 
in  the  others  it  would  have  done  so  if  it  had 
not  been  abandoned. 

It  has  often  been  said  that  on  such  occasions 
houses  that  have  ovei*traded  should  be  allowed  to 
fall,  and  that  it  is  not  the  duty  of  the  Bank  to 
bolster  up  insolvent  concerns,  and  that  it  is  to  the 
advantage  of  commerce  that  they  should  be  swept 
away.  If  this  course  of  argument  were  applied 
only  to  insolvent  houses,  it  would,  no  doubt,  be 
true.  All  insolvent  houses  should  be  swept 
away;  it  is  quite  true  that  the  Bank  has  no 
business  to  bolster  them  up.  Nay,  to  do  so  is  to 
do  an  injustice  to  their  creditors;  for,  as  the 
Bank  will  of  course  do  its  best  to  take  security 
for  its  own  advances,  that  takes  away  so  much 
from  the  other  creditors. 

If  the  question  touched  insolvent  houses  only, 
the  restrictive  policy  would,  no  doubt,  be  correct. 
But  the  fiict  is  that  the  mischief  extends  much 
further  than  to  them.  By  the  modem  system  of 
credit,  houses  in  commerce  are  so  connected  with 
one  another,  that  the  public  are  wholly  unable  to 
tuU  which  are  solvent,  and  which  are  not.  The 
consequence  is  that  a  general  distrust  of  all 
paper  whatever  arises.  The  paper  of  the  greatest 
houses  becomes  unmarketable.  The  Bank  only 
has  the  means  of  judging  which  houses  are 
solvent  and  ought  to  be  supported,  and  which 
ai-e  insolvent  and  ought  to  fall.  All  experience 
proves,  and  all  the  most  eminent  authorities  of 
former  times  have  declared,  that  there  must  be 
some  means  of  extending  support  to  really  solvent 
bouses ;  and  of  that  power  of  support  the  Act  of 
1844  wholly  deprives  the  Bank. 

In  times  of  panic  every  one  wishes  to  obtain 
some  solid  credit     Even  when  the   Bank  is 
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allowed  unlimited  issnes,  if  it  is  expected  that 
the  rate  of  disconnt  is  to  be  raised,  people  hasten 
to  get  discounts,  or  to  get  notes  to  hoard  for  the 
sake  of  securify ;  and  if  they  cannot  get  Bank 
notes,  they  demand  gold. 

In  ordinary  times,  raising  the  rate  of  disconnt 
checks  the  nndne  expansion  of  credit  and  the 
demand  for  notes,  and  prevents  the  efflux  of  gold. 
Bat  in  times  of  panic,  though  of  coarse  the 
rate  of  discount  ought  to  be  raised  to  attract 
gold  from  abroad,  and  to  prevent  its  export,  it 
has  no  effect  whatever  in  checking  the  demand 
for  notes.  It  is  then  not  a  question  of  profit, 
but  of  existence.  When  the  power  and  the 
resources  of  the  Bank  are  visibly  diminishing 
before  the  eyes  of  the  commercial  public,  every 
one  thinks  only  of  his  own  security.  In  such 
circumstances,  raising  the  rate  of  disconnt  has 
only  the  effect  of  making  the  demand  for  notes 
stronger.  Every  one  will  rush  to  over-provide 
himself,  and  then  hoard  away  the  notes.  This 
was  decisively  proved  by  the  experience  of  1847, 
when  many  millions  of  notes  were  hoai'ded  away, 
but  which  came  out  of  their  hiding  places  as 
soon  as  the  Act  was  suspended.  Hence,  it  is  the 
very  consequence  of  the  Act  to  make  the  demand 
for  notes  much  more  intense  than  it  would  other- 
wise have  been ;  and  if  notes  are  not  to  be  had, 
then  a  run  for  gold  commences.  This  was  the 
case  on  all  former  occasions  when  the  restrictive 
policy  was  carried  out,  and  especially  in  the 
great  crisis  of  1857,  when  a  very  few  hours  more 
would  have  compelled  all  the  banks  in  London 
to  stop  payment. 

The  Act  of  1844  was  avowedly  passed  because 
the  Directors  were  shewn  to  be  incapable  of 
managing  their  own  business.  It  was  the  se- 
verest stigma  that  could  be  placed  upon  them. 
It  was  a  public  declaration,  either  that  they  did 
not  know  the  true  principles  of  banking,  or  that 
they  had  not  the  firmness  to  act  upon  them. 
If  they  had  conducted  the  business  of  the  Bank 
on  sound  principles,  there  never  would  have  been 
any  need  for  the  Act;  and  if  it  were  well 
ascertained  now  that  for  the  future  the  Directors 
were  determined  to  obey  true  principles,  there 
would  be  no  further  need  of  it. 

And  this  is  what  we  believe  to  be  the  case. 
For  several  years  past,  the  management  of  the 
Bank  has  been  unimpeachable.  It  is  well  under- 
stood now,  not  only  in  the  Bank  parlour,  but  by 
the  general  public,  that  the  Bank  must  be  kept 
in  a  position  to  put  all  danger  of  the  convertibility 
of  the  note  out  of  all  question ;  and  this  is  to 
be  done  only  by  carefully  adjusting  the  rate  of 
discount  to  the  state  of  the  foreign  exchanges. 
The  general  intelligence  of  the  public  has  amaz- 
ingly advanced  on  this  point  within  the  last  few 
years;  and  even  if  there  were  any  reason  to 
suppose  that  the  Directors  were  inclined  to 
depart  from  these  sound  principles,  which  there 
is  not,  the  increased  knowledge  and  intelligence 
of  the  public  would  compel  them  to  keep  the 
Bank  in  a  solvent  position. 

Fully  allowing,  then,  that  this  merit  is  really 
attributable  to  the  Act,  for  which  it  is  entitled  to 
the  highest  commendation,  it  may  be  truly  said 
that  it  has  done  its  work,  and  that  there  is  no 
longer  any  necessity  for  it,  and  may  now  with 
propriety,  and  ought  to,  be  repealed,  so  far,  at  least, 
B&  regards  the  limitation  of  the  issues  of  the  Bank. 
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By  the  confession  of  its  own  fraiiier,  the  expec- 
tation of  its  power  of  preventing  «  criflis  was 
over-sanguine.  It  had  been  obsOTred  that  ibe 
Bank  had  greatly  contribated  on  many  former 
occasions  to  produce  commercial  crises  bj  over- 
issues ;  and  the  conclusion  was  too  hastilj  drawn 
that  over-issues  of  the  Bank  were  the  tmfy  casse 
of  commercial  over-trading.  Mr.  Ck>bdea  ev^a 
said  that  if  the  currency  were  purely  melallkx 
accommodation  paper  would  be  prevented.  Sir 
Robert  Peel  said  distinctly  that  it  was  better  to 
take  measures  to  prevent  paroxysms  than  to  tmst 
to  desperate  remedies  to  cure  them.  He,  there- 
fore, took  away  the  power  of  core,  becaose  he 
imagined  that  he  had  prevented  the  ^sease.  But 
ample  experience  has  shown  that  in  this  he  was 
too  sangaine.  Kay,  the  support^^  of  such  a 
doctrine  need  only  to  look  to  the  experience  of 
those  countries  where  the  very  principle  they 
admired  so  much  was  in  full  operation,  to  aee  the 
erroneousness  of  such  an  expectation.  The  Banks 
of  Amsterdam  and  Hamborgh  were  enpnadj 
founded  on  the  "  currency  principle."  They  gave 
no  credit  whatever  except  in  exchange  for  bajLoo, 
and  commercial  crises  were  just  as  severe,  nay, 
probably  more  so  than  in  England.  In  the  great 
crisis  of  1857  at  Hamburgh  discount  rose  higher 
than  in  London,  and  the  Government  were  obliged 
to  come  forward  to  interpose  their  credit  to  pro- 
tect the  credit  of  the  merchants,  because  the  Bank 
could  not  do  so.  And  there  can  be  no  reasonable 
question  that  if  it  is  absolutely  necessary  to  do 
such  a  thing,  it  ought  to  be  done  by  a  ereat  com- 
mercial establishment  like  the  Bank  of  England, 
on  the  recognised  principles  of  boainessi  rather 
than  by  the  abnormal  interference  of  Government 

The  peculiar  state  of  the  law  with  regard  to 
Bank  of  England  notes  adds  still  further  rorce  to 
this  view.    Contrary  to  the  earnest  remonstrance 
of  Sir  Robert  Feel  in  1833,  Bank  of  England 
notes  were  made  legal  tender  between  all  parties, 
except  when  the  Bank  itself  is  one,  so  long,  and 
so  long  anlp  as  the  Bank  pays  them  in  gold  on 
demand.    Kow,  suppose  it  is  generally  known 
that  the  Bank  is  about  to  suspend  payments, 
debtors  may  go  and  compel  their  creditors  to 
receive  payment  of  their  debts  in  bank  notes,  and 
perhaps  the  very  next  hour  the  news  comes  that 
the  Bank  has  stopped  payment,  and  then  these 
notes  are  so  much  waste  paper  in  the  hands  of 
the  very  men  who  were  compelled  to  receive  them 
an  hour  before.    They  were  compelled  to  receive 
payment  in  paper,  and  an  hour  afterwards  they 
are  compelled  to  pay  their  own  debts  in  nothing 
but  gold.   This  is  no  imadnary  case.  Every  man 
in  l^ndon  on  the  12th  J^ovember,  1857,  knew 
that  the  Bank  of  England  could  not  have  been 
kept  open  for  two  hours  on  the  13th  unless  the 
Act   was   suspended,  and    directly   the   Bank 
stopped  payment  its  notes  would  have  ceased  to 
be  legal  tender ;  not  a  bill  could  have  been  paid 
in  them  except  at  the  option  of  the  payee. 

While,  therefore,  we  admit  that  one  great  merit 
which  its  admurers  claim  for  it  is  undoubtedly 
true,  it  cannot  be  denied  that  a  very  serious 
charge  brought  against  it  by  its  opponents  is  aJso 
true.  Experience  as  clear  as  the  sun  at  noonday 
has  shewn  that  it  is  wholly  powerless  to  prevent 
a  commercial  crisis,  and  when  a  crisis  does  occur 
it  intensifies  its  pressure,  and  converts  a  crisis 
into  a  panic,  which  is  certain  to  end  in  oniversai 
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failnre,  including  the  stoppage  of  the  Bank  itself. 
It  then  deprives  the  Bank  of  what  all  experience 
has  shewn  to  be  the  only  remedy  for  such  a  state 
of  affiiirs.  On  each  occasion  when  this  has  hap- 
X>ened  already,  the  Government  have  fonnd  it 
necessary  to  resort  to  the  most  desperate  conrse 
in  a  constitutional  country,  namely,  to  give  their 
solemn  sanction  to  a  deliberate  violation  of  the 
law.  Every  one  knows  that  commercial  crises 
iRrill  recnr  periodically,  and  every  one  knows  that 
on  their  occurrence  every  Government  will  be 
obliged  to  pursue  exactly  the  same  course.  In 
fact,  it  would  be  far  more  hazardous  for  the 
Government  to  abstain  from  violating  the  law 
than  to  do  so.  What  example  can  be  more  perni- 
cious in  a  constitutional  country  f  What  is  the 
use  of  a  law  that  every  one  knows  will  be  set 
aside  and  violated,  whenever  certain  occasions 
recur? 

There  is  every  reason  to  expect  that  if  the  Act 
were  repealed  so  fiu*  as  regards  these  points,  the 
Directors  would  nuuiage  the  Bank  on  sound 
principles.  But  if  they  did  not,  we  think  that 
every  principle  of  sound  reasoning  would  point  to 
stn  improved  constitution  of  the  Direction  itself. 
^Nothing  can  be  more  clear  than  that  the  long 
monopoly  of  the  Bank  was  utterly  opposed  to  aU 
sound  principles  of  political  economy,  and  inflicted 
immense  injury  on  the  country.  The  pretensions 
of  the  Directors  were  anomalous.  They  claimed 
to  exercise  a  great  function  of  State,  and  they 
claimed  to  be  exempt  from  all  interference  as  a 
private  body.  The  Directors  are  exclusively 
selected  out  of  the  conmiercial  class,  and  of  course 
their  sympathies  would  naturally  go  with  their 
own  class,  and  in  former  times  it  is  undoubtedly 
certain  that  they  allowed  such  sympathies  to  have 
a  predominating  influence.  Their  interests  as 
merchants  were  opposed  to  their  dtuty  as  bankers; 
and  formerly,  we  do  not  say  corruptly,  but  yet 
undoubtedly,  the  latter  gave  way  to  the  former. 
There  is  no  reason  whatever  to  suppose  that  such 
would  be  the  case  now-a-days,  if  these  parts  of 
the  Act  were  repealed.  But  if  such  should  be 
the  case,  the  State  would  have  every  right  to 
interfere.  The  Bank  of  England  has  become-^ 
unfortunately,  in  our  opinion— an  engine  of  the 
State ;  and  if  it  should  be  proved  that  that  class 
of  the  community  to  which  hitherto  its  adminis- 
tration has  been  exclusively  entrusted,  should  be 
unable  or  unwilling  to  conduct  it  properly,  it 
would  be  the  undoubted  right  of  the  State  to 
devise  such  an  improved  organisation  of  its  Direc- 
tion, as  should  place  it  in  hands  competent  to 
conduct  it  on  sound  principles. 
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CUHBEBLANI),  BIOHARD»  BUhop  of 
Peterborough,  a  celebrated  writer  on  moral 
philosophy,  was  born  in  London  in  1632.  He 
was  educated  at  St.  Panics  School  and  Magdalene 
College,  Cambridge,  of  which  he  became  a  Fellow 
about  1655.  He  wrote  to  combat  Hobbes.  The 
Lord  Keeper,  Sir  Orlando  Bridgman,  made  him 
his  chaplain,  and  afterwards  gave  him  the  living 
of  Allhallows,  in  Stamford.  His  exemplary 
conduct  and  learned  works  recommended  him  to 
King  William,  who,  to  his  great  sm-prise,  ap- 
pointed him  successor  to  the  nonjuring  Bishop  of 
Peterborough.  At  the  age  of  83  he  began  to  learn 
Coptic,  in  order  to  understand  the  Coptic  Testa- 
ment which  was  presented  to  him  by  Dr.  Wilkins. 
He  died  at  87,  in  1718. 

An  Essay  towards  the  Recovery  of  the  Jewish 
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Monies.    London,  1686. 

CUBELy  T.  M.,  Prefect  of  the  Department  of 
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CUBRENOT.  The  most  brilliant  orator  of 
our  times  has  declared  that  the  Currency  has 
driven  more  people  mad  than  anything  else, 
except  love.  Admonished,  therefore,  by  such 
high  authority,  that  in  discussing  the  Currency 
Question  we  have  Bedlam  under  our  lee,  we 
must  do  our  best  not  to  strand  our  readers  on 
such  a  dreary  shore. 

In  investigating  the  meaning  and  extent  of  the 
term  Currency,  we  must  call  to  our  aid  one  of 
the  most  fundamental  rules  of  philosophical 
classification.  We  must  entirely  disregai*d  ety- 
mology, and  steadily  regard  the  nature  of  the 
thing,  and  consider  the  name  as  a  mere  mark 
used  to  designate  a  certain  class  of  objects.  All 
science  is  full  of  such  changes.  It  is  the  first 
duty  of  the  scientific  enquirer  to  emancipate 
himself  from  the  thraldom  of  etymology.  '*  De- 
scriptive names,  although  they  might  be  supposed 
to  be  the  best,  have,  in  fact  rarely  been  fortunate. 
The  reason  of  this  is  obvious.  The  mai'k  which 
has  been  selected  for  description  may  easily  fail 
to  be  essential,  and  the  obvious  connection  of 
natural  facts  may  overleap  the  arbitrary  defini- 
tion. *  *  «  The  signification  may  assist  the 
memory,  but  must  not  be  allowed  to  subju^te 
the  faculty  of  natural  classification."  (  WheweU. 
History  of  Inductive  Sciences,  Vol  III.,  p.  433, 
edit  1857.) 

The  instances  of  this  that  might  be  gathered 
from  every  branch  of  science  are  innumerable. 
Names  hare  been  given  to  substances  from  some 
quality  which  first  attracted  attention,  and  it  has 
afterwards  been  discovered  that  that  was  not 
their  fundamental  idea,  and  the  class  has  been 
extended,  through  the  exigences  of  science,  to 
include  other  things  which  have  no  trace  of  the 
quality  whence  it  derives  its  name.  We  may 
only  mention  a  few  instances.  In  geology  the 
term  ^*  oolite"  was  first  applied  to  rocks  which 
resembled  the  roe  of  a  fish,  but  the  necessities  of 


science  compelled  geologists  to  class  eertain  odia' 
formations,  which  have  no  resemblance  to  roe, 
under  the  term  of  oolUe,  and  such  ciaseificstkia 
is  universally  adopts.  So  also  white  chalk  raaj 
be  yellow,  green  or  black.  In  chemistry  this 
term  *'  combustion**  was  applied  to  certaiii  phe- 
nomena on  account  of  heat  bemg  developed  in  ihe 
process.  But  a  deeper  knowl^lge  in  chemistiT' 
disclosed  that  it  was  merely  the  process  of  oxygen 
combining  with  some  other  substance,  and  tikat 
the  quality  of  the  evolution  of  heat  was  acci- 
dental, and  that  there  are  cases  of  the  combina- 
tion of  oxygen  with  substances  where  no  heal  Is 
developed.  And  yet  these  are  classed  under  the 
term  combustion.  Thus  the  rusting  of  iron  is 
merely  the  process  of  oxygen  cotnbining  with  it 
chemically,  and  is  classed  as  combnstion,  though 
no  heat  is  developed.  So  the  word  add  is  now 
extended  to  mean  many  things  which  are  not 
sour.  A  racecup  is  a  general  name  for  a  price, 
which  has  long  drifted  away  from  the  form  of  a 
cup.  In  many  French  establishments  smsse  is 
still  used  as  a  porter.  A  qwxnaUme  means  any 
seclusion,  though  not  for  40  days.  A  kmstar 
comes  from  haza,  the  Hungarian  word  for  20; 
and,  as  was  remarked  long  ago  in  Roman  Law, 
JEs  etiam  aureum  nvmnrnm  dicimus. 

Another  important  principle,  also^  in  nomen- 
clature, is  to  include  under  one  term  substances 
which  possess  the  distinguishing  quality  in 
diminishing  insensible  gradations.  This  is 
well  exemplified  in  hjelVs  MamuU  of  Elemen- 
tary Geology,  p.  2:— ''The  materi^  of  this 
crust  are  not  thrown  together  confusedly;  bat 
distinct  mineral  masses,  called  rocks,  are  fonnd 
to  occupy  definite  spaces,  and  to  exhibit  a  certain 
order  of  UTangemeut.  The  term  rock  is  applied 
indifferently  by  geologists  to  all  these  substance 
whether  they  be  soft  or  stony,  for  clay  and  sand 
are  included  in  the  term,  and  some  have  even 
brought  peat  under  this  denomination.  Our 
older  writers  endeavoured  to  avoid  offering  such 
violence  to  our  language,  by  speaking  of  the 
component  materials  of  the  earth  as  consisting  of 
rocks  and  soils.  But  there  is  often  so  insensible 
a  passage  from  a  soft  and  incoherent  state  to  that 
of  stone,  that  geologists  of  all  countries  have 
found  it  indispensable  to  have  one  technical  term 
to  include  both,  and  in  this  sense  we  find  roeke 
applied  in  French,  rocca  in  Italian,  and  feUart 
in  German." 

In  investigating  the  meaning  and  extent  of  the 
word  Currency,  we  must,  therefore,  exdnde  all 
considerations  of  etymology,  and  keep  our  atten- 
tion steadily  fixed  on  the  nature  of  the  thing.  In 
fact,  to  apply  the  word  Currency  to  money  is 
one  of  the  most  extraordinary  instances  of  the 
abuse  of  language  that  was  ever  heard  of.  For  a 
long  time  it  had  been  usual  to  speak  of  money  as 
being  cuiTeut;  hence  people  spoke  of  the  cur- 
rency of  money.  So  late  as  the  case  of  Miller  v. 
Race,  Lord  Mansfield  (p.  228)  says  of  money, 
that  it  cannot  be  recovered  after  it  has  passed  In 
currency ;  but,  before  money  has  passed  in  cur- 
rency, an  action  might  be  brou^^t  for  it.  He 
says  the  same  of  a  Bank  note,  an  action  could 
not  be  brought  for  it  after  it  was  paid  away  in 
currency.  Hence  we  see  here  that  currency  was 
used  as  a  particular  action  of  money.  Some  time 
after  this,  however,  though  at  what  period  we 
cannot  ascertain,  by  a  most  extraordmary  con- 
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fusion  of  ideas,  people  began  to  call  the  money 
itself  cnrreucy. 

To  shew  the  atter  absurdity  of  snch  a  notion, 
we  may  consider  a  few  other  examples.  Nothing 
is  more  common  than  to  say  that  an  opinion  or  a 
report  is  corrent,  or  to  speak  of  the  cnrrency  of 
an  opinion  or  a  report.  Bnt  who  ever  dreamt  of 
calling  the  opinion  or  the  report  itself  cnrrency  ? 
It  is  very  common  to  speak  of  the  cnrrency  of  the 
session  of  Parliament ;  but  who  ever  dreamt  of 
calling  the  session  of  Parliament  itself  currency  ? 

Now,  how  can  it  be  more  rational  in  a  scien- 
tific sense  to  call  money  cnrrency,  than  to  caU  a 
report,  or  an  opinion,  or  the  session  of  Parliament 
currency  ? 

It  was  about  the  middle  of  the  last  century, 
as  far  as  we  can  ascertain,  that  writers  began  to 
call  money  currency.  The  word  is  not  often 
used  by  Adam  Smith.  He  generally  uses  paper 
money  where  modern  writers  would  use  paper 
currency.  Still  later,  between  1790  and  1800 
the  expression  circulaling  medium  came  into  use ; 
as  we  find  Mr.  Fox  complaining  in  1797,  that  it 
was  a  new  term  whose  meaning  was  not  well 
understood.  The  expressions  currency  and  ctr- 
odaHng  medium  are,  however,  considered  by  all 
writers  as  absolutely  synonymous. 

Adopting  the  words  currency  and  circulating 
medium  as  mere  names  to  distinguish  a  certain 
species  of  economic  quantities,  we  have  to  en- 
deavour to  discover  to  what  they  should  be 
applied,  and  what  function  they  fulfil  in  eco- 
nomics. 

Every  one  knows  that  in  the  earliest  ages  of 
the  world  people  trafficked  by  way  of  barter,  or 
the  direct  exchange  of  things  they  wanted.  The 
inconveniences  of  this  have  been  so  often  de- 
tailed that  there  is  no  need  to  repeat  them. 

Among  the  numerous  inconveniences  of  this 
would  be  the  perplexities  arising  from  the 
want  of  some  common  measure  to  refer  the 
things  exchanged  to.  It  would  take  much 
haggling  to  decide  how  much  wine  should  be 
given  for  so  many  slaves,  or  so  much  iron  for  so 
many  hides.  The  first  improvement,  therefore, 
would  be  to  discover  some  common  measure  to 
which  the  tilings  exchanged  might  be  refen*ed. 
This  appears  to  have  been  done  in  very  early 
times,  because  though  we  find  that  in  Iliad  VII., 
468,  direct  barter  was  employed,  yet  in  many 
other  passages  of  the  Iliad  and  Odyssey,  things 
are  spoken  of  as  being  worth  so  many  oxen. 
Some,  no  doubt,  have  thought  that  these  oxen 
were  actual  coins;  but,  as  we  believe  that  the 
best  authorities  have  now  abandoned  snch  an 
opinion,  and  we  ourselves  are  firmly  convinced 
that  it  is  untenable,  we  may  dismiss  it  from  con- 
sideration. The  fact  is  simply  that  people  found 
the  advantage  of  having  some  common  measure 
wlien  they  came  to  barter,  and  they  used  that, 
without  in  any  way  employing  that  common 
measure  for  the  purposes  of  money.  Such  a  state 
of  things  in  no  way  implied  money,  or  currency, 
or  circulating  medium. 

On  the  Origin  of  Money. 

The  necessity  of  money,  however,  arose  from 
a  somewhat  different  cause.  As  long  as  the 
things  exchanged  were  equal  in  value,  there  would 
be  no  need  for  money,  any  more  than  there  is  at 
the  present  day  when  people  exchange  commodi- 


ties at  certain  values.  If  it  happened  that  when- 
ever one  man  required  the  services  of  another, 
that  other  at  the  same  time  required  an  equiva- 
lent amount  of  service  to  be  rendered  in  return, 
such  transactions  could  take  place  with  great 
facility,  and  the  amount  of  service  on  each  side 
being  equal,  there  would  be  an  end  of  the  busi- 
ness. But  it  would  often  happen  that  when  one 
man  required  the  services  of  his  neighbour,  that 
neighbour  would  not  require  an  equ2  amount  of 
service  at  the  same  time,  or  even  perhaps  none 
at  all.  If  then  a  transaction  took  place  between 
them  with  such  an  unequal  result,  and  the  one 
amount  of  service  was  balanced  against  the  other, 
there  would  remain  over  a  certain  amount  of 
difference,  or  amount  of  service  due  from  the  first 
to  the  second,  and  this  would  constitute  a  debt. 

The  second  would,  however,  require  at  some 
future  time  to  have  the  balance  of  service  due  to 
him  performed,  and  the  debt  discharged.  More- 
over, for  his  own  security,  he  would  like  to  have 
some  evidence,  or  memorial,  to  prove  the  debt; 
and  accordingly  he  might  require  the  debtor  to 
give  him  some  sign  or  token  of  the  fact.  If 
writing  had  been  known  in  those  times,  a  state- 
ment in  writing  acknowledging  the  debt,  and 
promising  to  render  the  sei'vice  due  whenever 
called  upon  to  do  so^  would  be  a  natural  form  oi 
such  evidence. 

We  may  now  suppose  that  the  second  person 
has  dealings  with  a  third,  and  requires  his  services, 
but  that  the  third  has  no  immediate  use  for  the 
services  of  the  second,  but  requires  those  of  the 
first.  Now,  if  the  parties  were  so  circumstanced, 
what  could  be  more  natural  than  for  the  second 
to  transfer  to  the  third  the  debt  due  to  him  from 
the  first  ?  A  similar  operation  mieht  be  repeated 
by  several  different  parties  an  inaefinite  number 
of  times;  and  so,  this  written  obligation,  or  this 
evidence  of  a  debt,  enabling  the  possessor  of  it  to 
demand  some  service  to  be  rendered  by  the 
debtor,  would  pass  from  hand  to  hand,  or  be 
current ;  and,  from  this  use  of  it,  the  thing  itself 
has,  by  a  confusion  of  ideas,  come  in  recent  times 
to  be  called  a  Cvrbbuct. 

This  currency  is  nothing  more  than  the  evidence 
of  services  having  been  rendered,  for  which  an 
equivalent  has  not  been  received,  but  which  can 
at  any  time  be  demanded.  It  is  obvious  that  as 
soon  as  it  has  been  demanded  and  rendered,  the 
evidence  of  its  being  due  must  be  given  up  to  the 
debtor  to  be  destroyed,  and  it  will  be  no  longer 
current.  Now,  if  any  man  can  render  services 
to  his  neighbours,  he  must  in  return  receive  either 
services,  or  the  evidence  of  their  being  due; 
and,  if  he  renders  more  than  he  immediately  re- 
quires in  return,  he  will  accumulate  a  store  of 
this  evidence  for  his  future  wants. 

It  is  evident  that  such  a  written  obligation,  as 
has  been  described,  derives  its  whole  transferable, 
or  current,  value  from  the  fact,  that  the  person 
who  acknowledges  himself  bound  to  perform 
such  services  can  render  them  at  any  moment 
that  he  may  be  called  upon,  and  is  generally 
believed  to  be  able  to  do  so.  Thus,  though  it 
receives  the  name  of  currency  from  its  being 
passed  from  hand  to  hand,  it  is  current  only 
because  it  has  the  power  of  transferring,  or  cir- 
culating, something  else. 

These  simple  considerations  at  once  show  the 
nature  of  a  cnrrency.    It  is  the  evidence  of  a 
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debt  dae  to  the  possessor  of  it,  proving  tbat  he 
has  rendered  services  for  which  he  has  received 
no  equivalent,  bat  which  he  can  demand  at  any 
time.    And  when  he  does  demand  it,  he  mnst 

§*ve  np  or  extinguish  the  evidence  of  the  debt, 
ence  the  use  of  tlie  currency  is  to  record  debts, 
and  to  facilitate  their  transfer  from  one  person 
to  another,  and  whatever  means  be  adopted  for 
this  purpose,  whether  it  be  gold,  silver,  paper,  or 
anything  else  is  a  currency. 

We  may  therefore  lay  down  as  our  fundamental 
conception  that  currency  and  iratuferable  debt  are 
convertible  terme;  whatever  represents  transfer- 
able debt  of  any  description  is  cueebitct,  and 
whatever  material  the  currency  may  consist  of, 
it  represents  transferable  debt^  and  nothing  else. 

The  preceding  considerations  suggest  to  us  a 
principle  that  will  be  found  to  be  of  fondamental 
importance  in  Political  Economv,  and  it  will  be 
seen  that  it  is  essentially  requisite  to  bear  it  in 
mind  in  all  questions  relating  to  monetary  science. 
It  is  this — Where  there  is  no  debt^  there  can  be  no 
currency.  We  have  seen  that  where  the  ex- 
changes were  equal,  there  was  no  debt  and  there 
could  be  no  currency.  The  debt  represented  the 
precise  inequality  of  the  exchange,  and  where 
there  is  no  exchange  the  debt  must  equal  in 
value  the  service  rendered.  Hence  it  is  perfectly 
clear  that  the  currency  must  supply  the  defect  of 
the  exchange,  or  rather  in  most  cases  do  away 
with  the  necessity  for  an  exchange.  Its  real  use 
is  manifestly  to  enable  commodities  to  circulate, 
or  move  from  the  possession  of  one  person  to 
another,  or  to  enable  one  person  to  render  another 
services  without  the  necessitv  of  an  exchange. 
Hence  it  may  be  said  that  the  .use  of  the  cur- 
rency is  rather  to  abolish  exchanges^  than  to  fad' 
Utate  exchanges.  When  some  material  substance 
only,  like  gold  or  silver  was  used  as  money,  the 
quantity  of  money  in  a  country  just  represented 
the  qnantitv  of  debt  that  there  would  have  been, 
if  there  had  been  no  money.  Hence  the  demand 
for  money,  or  the  work  that  money  had  to  do 
was  to  represent  debt,  and  nothing  else,  and  of 
course  the  more  monev  that  was  required  to 
perform  this  purpose,  the  more  its  value  would 
increase ;  and  if  the  quantity  of  money  always 
increased  and  diminished  in  exact  proportion  to 
the  quantity  of  work  it  had  to  ao,  its  value, 
according  to  a  very  common,  bnt  very  inaccu- 
rate, mode  of  expression  among  Economists, 
would  not  alter.  This  expression  is  evidently 
inaccurate,  because  its  value,  or  its  relation  to 
other  thiuffs,  might  alter  in  consequence  of  some 
change  taking  place  in  the  conditions  of  the 
things  it  was  exchanged  for.  The  true  meaning 
of  the  phrase  is,  that  the  cause  of  the  variation 
would  not  be  in  the  money,  but  in  the  things  it 
was  exchanged  for. 

The  true  character  of  money  as  being  a  pledge, 
or  security,  has  been  seen  by  many  writers.  Thus 
Aristotle  says  {Nicomachean  Ethics^  B.V.  c.  v. 
14.)—"  'Yxep  It  Tile  luKXovariQ  diXXay^Cy  {d  vvy 
fiTfiiy  deirac,  Sri  corcu,  lay  ^etfin),  to  y6fu<rfia 
oloy  'EITYHTHS  lariy  fi/iiy  cei  yap  rovro 
6ipoyTi  eJyai  Xa/3€tv."-^**But  with  regard  to  a 
rutnre  exchange  (if  we  want  nothing  at  present, 
that  it  may  take  place  when  we  do  want  some- 
thing), money  is,  as  it  were,  our  security.  For 
it  is  necessary  that  he  who  brings  it  should  be 
able  to  get  what  he  wants.** 


So  also  that  very  excellent  and  too  nmch 
neglected  writer,  Boisguillebert,  who  was  one  of 
the  first  to  expose  the  fidlacy  that  moiiej  waa 
the  only  wealth,  in  his  Dissertation  tur  la  Nature 
des  Richesses  {Edit,  ChdUawnin,  p,  374),  very 
well  points  out  the  true  character  of  money.  He 
says,  e.  ii., — **  Le  ciel  n*est  pas  si  6lolgnk  de  La 
terre  qu*il  se  trouve  de  distance  entre  la  veritable 
id^e  que  Ton  doit  avoir  de  I'argent,  et  celle  que  la 
cormption  en  a  Stabile  dans  le  mond,  et  qui  est 
presque  re^ue  si  g^n^ralement,  qn*a  peine  Pantre 
est-elle  connue,  quoique  cet  oubli  soit  nne  si 
grande  depravation,  qu*clle  cause  la  ralne  des 
itats,  et  nit  plus  de  destruction  que  les  plos 
grand  ennemies  Strangers  ponrraient  jamais 
causer  par  tears  rayages. 

^£n  effet,  Targent,  dont  on  £ut  nne  idtAe^ 
depuis  le  matin  jusqn*  an  soir,  avec  les  ciroon- 
stances  que  Ton  a  marqn^  et  qoi  sont  trop 
connnes  pour  6tre  r^voqn^es  en  donte,  n^es;! 
absolnment  d*aacnn  usage  par  lni-m6me  n'^tant 
propre  ni  k  se  nonrir  ni  ii  se  v^tir ;  et  nnl  de  tons 
ceux  qui  le  recherchent  avec  tant  d*avidite  et  k 
qni,  pour  y  iMurvenir,  le  bien  et  le  mat  sont 
egalement  indiffcSrents  n*est  port6  dans  cette 
poursuite  qu*afin  de  s*en  dessaisir  aussitot,  poor 
se  procurer  les  besoins  de  son  ^tat  on  de  sa  snb- 
sistance. 

^*I1  n'est  done  tout  an  plus,  et  n*a  jamais  ^t^ 
qu'un  moyen  de  recouvrer  les  denrdes,  parce  qae 
Ini-m^me  n*eet  acquis  que  par  une  vente  pr&e- 
dente  de  denrdes,  cette  intention  dtant  gdn^rale- 
ment  tant  dans  ceux  qui  le  regoivent  que  dans 
ceux  qui  s*en  dessusissent;  en  sorte  que  si  tons 
les  besoins  de  la  vie  se  r^uisaient  k  troia  on 
quatre  esp^ces,  comme  an  commencement  da 
monde,  Techange  se  fusant  imm^diatement  et 
troc  pour  troc,  ce  qui  se  pratique  m^me  encore 
en  bien  des  contr^es,  les  mdtanx  aujourd*hai  si 
pr^cieux  ne  seraient  d*aucune  ntilitd. 

^'U  n*y  a  m^me  aucune  denree  si  abjecte, 
propre  ii  nourrir  Thomme,  qui  ne  loi  fftt  prdfi^r^ 
en  qnelque  quantity  qn*elle  se  rencontr&t,  s^ 
etait  absolnment  ddfendu  on  impossible  an  pos- 
sesseur  de  Targent  de  8*en  dessaisir,  ce  qui  le 
rdduirait  bient6t  an  mdme  dtat  que  le  Midas  de 
la  fable. 

*^Ce  n*est  done  que  comme  garant  tout  aa  plos 
des  dchanees,  et  de  la  tradition  r^iproqne,  qa*il 
a  dtd  appefe  dans  le  monde,  lorsqne  la  cormption, 
et  la  politesse  ayant  multiplid  les  besoins  de  la 
vie,  de  trois  on  quatre  especes  qu*ils  dtaient  dans 
son  enfance,  jusqu'  k  plus  de  deux  cents  oil  iis  se 
trouvent  aujourd*hni ;  ce  qui  fait  que  n*y  ayant 
pas  moyen  que  le  commerce  et  le  troc  s*en  fassent 
de  main  k  main,  comme  dans  ces  temps  d*inno- 
cence ;  et  le  vendeur  d*une  denr^  ne  trafiquant  pas 
le  plus  souvent  avec  le  marchand  de  celle  dont  U  a 
actuellement  besoin,  et  pour  le  recouvrement  de 
laquelle  il  se  dessaisit  de  la  sienne,  Tai^gent  aiors 
vient  au  secour,  et  la  recette  qu'il  en  fait  de  son 
acheteur  lui  est  un  procuration,  avec  garantie, 
qne  son  intention  sera  effectu^e  en  qnelque  lien 
que  se  trouve  le  marchand,  et  cela  pour  antant, 
et  sur  un  prix  courant  et  proportionne  a  ce  qn'il 
s^est  dessaisi  les  mains  de  la  denrde  dont  il  etait 
propridtaire :  voilk  done  Tunique  fonction  de 
Targent.    •    • 

^*  Comme  il  n*est  tout  au  plus,  ainsi  qu*ott 
vient  de  dire,  qu*une  garantie  de  la  livraison 
fntore  d*ane  denree,  qa*on  ne  rcj^it  pas  imme- 


CURRENCY. 


CURRENCY. 


651 


diatement  en  vendant  oelle  que  Ton  poss^e,  dn 
moment  qn*elle  se  pent  procnrer  sans  son  minis- 
tere,  il  sera  oblig^  de  renfermer  tont  son  orgneil 
k  demenrer  absoTnment  inutile  et  immobile.** 

He  then  mentions  the  Maldiye  Islands,  where 
shells  are  used  as  currency;  the  West  Indies, 
where  tobacco  was  used  for  the  same  purpose.  He 
then  shows  the  superiority  of  the  European  prac- 
tice which  used  neitiier  gold  nor  silver,  nor  copper, 
nor  shells,  nor  tobacco,  but  made  simple  pieces 
of  paper  perform  all  the  duties  of  millions  of  gold 
and  silver,  and  showed  that  the  bills  of  a  great 
merchant  of  undonbted  wealth  were  preferable 
to  ready  money,  which  after  passing  through  a 
multitude  of  hands  and  enriching  them  all,  came 
back  at  last  to  the  hands  of  the  original  issuer, 
and  were  discharged  once  for  all.  He  then 
instances  the  fairs  of  Lyons,  where  there  was  an 
institution  which  was  the  original  of  the  modem 
clearing  house,  where  80  millions  of  transactions 
were  carried  on  without  a  single  silver  coin.  We 
have  quoted  these  views  at  so  great  a  length  that 
the  reader  may  see  how  clearly  BoisguUlebert 
saw  the  true  nature  of  money  in  1707,  and  dissi- 
pated the  fallacy,  that  money  was  the  only 
species  of  wealth,  which  many  suppose  was  first 
done  by  Adam  Smith. 

An  old  writer  whose  pamphlet  f ^n  E^say 
upon  Public  Credit^  1710,)  has  been  accumulating 
dust  for  a  century  and  a-half  in  the  library  of 
Eton  College,  saw  the  very  same  truth  distinctly. 
He  says, — ^*  Trade  found  itself  unsufferably 
streightened,  and  perplext  for  want  of  a  general 
species  of  a  compleat  intrinsick  worth,  as  the 
medium  to  supply  the  defect  of  Exchanfpng^  and 
to  make  good  the  balance  where  a  nation,  or  a 
market,  or  a  merchant  demanded  of  another  a 
greater  quantity  of  goods  than  either  the  buyer 
had  ffoods  to  answer,  or  the  seller  had  occasion 
to  take  back.** 

Adam  Smith  had  substantially  the  same  idea. 
He  says,  B.  I.,  ch.  iv.— •*  When  the  division  of 
labor  has  been  once  thoroughly  established,  it  is 
but  a  very  small  part  of  a  man*s  wants,  which 
the  produce  of  his  own  labor  can  supply.  He 
supplies  the  far  greater  part  of  them  by  exchang- 
ing that  surplus  part  of  the  produce  of  his  own 
labor,  which  is  over  and  above  his  own  consump- 
tion, for  such  parts  of  the  produce  of  other  men*s 
labor  as  he  hiu  occasion  for.  Every  inan  thus 
lives  by  exchanging,  or  becomes  in  some  measure 
a  merchant;  and  the  society  itself  grows  to  be 
what  is  properlv  a  commercial  society. 

*'But  when  the  division  of  labor  first  began  to 
take  place,  this  power  of  exchanging  must  very 
frequently  have  been  very  much  clogged  and 
embarrassed  in  its  operations.  One  man,  we 
shall  suppose,  has  more  of  a  certain  commodity 
than  he  himself  has  occasion  for,  while  another 
has  less.  The  former,  consequently,  would  be 
glad  to  dispose  of,  and  the  latter  to  purchase,  a 
part  of  this  superfiuity.  But  if  this  latter 
should  chance  to  have  nothing  that  the  former 
stands  in  need  of,  no  exchange  can  be  made 
between  them.  The  butcher  has  more  meat  in 
his  shop  than  he  himself  can  consume,  and  the 
brewer,  and  the  baker,  would  each  of  them  be 
willing  to  purchase  a  part  of  it ;  but  they  have 
nothing  to  offer  in  exchange,  except  the  different 
productions  of  their  respctive  trades,  and  the 
butcher  is  already  provided  with  all  the  bread 


and  beer  which  he  has  immediate  occasion  for. 
No  exchange  can  in  this  case  be  made  between 
them.  He  cannot  be  their  merchant,  nor  they 
his  customers ;  and  they  are  all  of  them  less 
mutually  serviceable  to  one  another.  In  <»*der 
to  avoid  the  inconvenience  of  such  situations, 
every  prudent  man,  in  every  period  of  society, 
after  the  first  establishment  of  the  divisi<»i  of 
labor,  must  naturally  have  endeavoured  to 
manage  his  afiairs  in  such  a  manner  as  to  have 
at  all  times  by  him,  besides  the  peculiar  produce 
of  his  own  industry,  a  certain  quantity  of  some 
one  commodity  or  other,  such  as  he  imagined  few 
people  would  be  likely  to  refuse  in  exchange  for 
the  produce  of  their  industry.** 

Smith  then  mentions  sevml  substances  which 
have  been  used  for  this  purpose.  In  B.  II.  c.  ii. 
he  expresses  the  same  idea  more  clearly  still : — 
"  If  the  pension  of  such  a  person  were  paid  to 
him  not  m  gold,  but  in  a  weekly  bill  for  a  guinea, 
his  revenue  surely  would  not  so  properly  consist 
in  the  piece  of  paper,  as  in  what  he  could  get  for 
it  A  guinea  may  be  considered  as  a  bill  for  a 
certain  quantity  of  necessaries  and  conveniences 
upon  all  the  tradesmen  in  the  neighbourhood. 
The  revenue  of  the  person  to  whom  it  is  paid 
does  not  so  properly  consist  of  the  piece  of  gold, 
as  in  what  he  can  get  for  it,  or  in  what  he  can 
exchange  it  for.  If  it  could  be  exchanged  for 
nothing,  it  would,  like  a  bill  upon  a  bankrupt, 
be  of  no  more  value  than  tlie  most  useless  piece 
of  paper." 

Coming  down  to  more  recent  times,  the  clear- 
seeing  mind  of  Bastiat  perceived  the  same  truth. 
In  his  Harmonies  Economiques ;  Organisation 
NatureUe^  p.  ^^  Edit.  1856,  he  shows  how  a 
young  student  at  Paris  receives  all  sorts  of  good 
things  from  society,  and  he  asks  what  service 
has  the  young  student  done  to  society  in  return 
for  all  these  things? — *^Aucun;  il  se  prepare  k  lui 
en  rendre.  Comment  done  ces  millions  d^hommes 
qui  se  sont  livr^  k  un  travail  positif,  effectif  et 
productif,  lui  en  out  lis  abandonne  les  fruits? 
Yoici  Texplication :  c*est  que  le  p^re  de  cet 
4tudiant,  qui  ^tait  avocat,  medecin  on  n^gociant, 
avait  rendu  autrefois  des  services, — ^peut-^tre  k 
la  society  chinoise— et  en  avait  retire,  non  des 
services  imm^diats,  mais  des  droits  k  des  ser- 
vices qu*il  pourrait  rdclamer  dans  le  temps,  dans 
le  lieu  et  sous  la  forme  qu*il  lui  conviendrait. 
C*est  de  ces  services  lointains  et  passes  que  la 
society  s*acquitte  ai\jourd*hui ;  et,  chose  ^tonnante  I 
si  Ton  suivait  par  la  pens6e  la  marche  des  trans- 
actions infinies  qni  ont  dA  avoir  lieu  pour  atteindre 
le  r^sultat,  on  verrait  que  chacnn  a  it6  pay4  de 
sa  peine ;  que  ces  droits  ont  passe  de  main  en 
main,  tantot  se  fractionnant,  tantot  se  groupant 
jusqu*^  ce  que,  par  la  consommation  de  oet 
^tudiant  tout  siit  6te  balance.** 

So  also,  in  his  admirable  little  pamphlet, 
Maudit  Argentf  p.  80,  Vol.  V.,  of  the  same 
edition,  he  says : — **  C*est  bien  le  moment  d'ana-* 
lyser  la  vraie  fonction  du  numeraire  abstractiou 
faite  des  mines  et  de  Timportation. 

*'  Yous  avez  un  ecu.  Que  signifie-t-il  en  voa 
mains  ?  II  y  est  comme  le  t^moin  et  le  preuve 
que  vous  avez,  k  une  epoque  quelconqne,  execute 
un  travail,  dont  an  Ueu  de  profiter,  vous  aves 
fait  jouir  la  society,  en  la  personne  de  votre 
client.  Cet  ^u  t^moigne  que  vous  avez  rendu 
un  service  k  la  soci^te,  et  de  phiB,  il  en  constate 
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la  yalenr.  H  temoi^e,  en  outre,  que  rons 
n*ayez  pas  encore  retire  de  la  socidt^  an  service 
riel  Equivalent,  conime  c*Etait  yotre  droit.  Pour 
vons  mettre  k  m§me  de  Tezercer,  quand  et  comme 
il  Yons  plaira,  la  soci^t^  par  les  mains  de  votre 
client,  vons  a  donnd  nne  reconnaissance^  an  tUre, 
on  ban  de  la  RSpublique,  an  j^ton,  un  ecu  enfin, 
qui  ne  differe  des  titres  fiduciaires  qn*en  ce  qu*il 
porte  sa  valenr  en  lui-mSme,  et  si  vons  saves 
lire,  avec  les  jeux  de  Tesprit  les  inscriptions 
dont  il  est  charge,  vous  dechiffrerez  distincte- 
ment  ces  mots :  '  Rendez  au  parteur  un  service 
Equivalent  a  eelui  quHl  a  rendu  a  la  soeiSU  valenr 
re^ue  constaUe^  vrauvie  et  mesuree  par  celle  qui 
est  en  moUmeme. 

**  Maintenant,  vous  me  cedez  votre  Ecu.  On, 
c*est  k  titre  gratuit,  ou  c*est  k  titre  on^renx.  Si 
▼ons  me  le  donnez  comme  prix  d*nn  service, 
Yoici  ce  qui  en  rdsnlte :  votre  compte  de  satis- 
factions reelles  avec  la  soci^tE  se  trouve  r^l6, 
baJancE  et  fermE.  Vons  Ini  avez  rendu  un  ser- 
vice contre  un  6cu,  vons  Ini  restituez  maintenant 
V^VL  contre  un  service ;  partant  quitte  quant  k 
vous.  Pour  moi  je  suis  justement  dans  la  posi- 
tion o(i  vons  Etiez  tout  k  Theure.  C*est  moi  qni 
maintenant  suis  en  avance  envers  la  soci^te  dn 
service  que  je  viens  de  lui  rendre  en  votre  per- 
sonne.  iTest  moi  qui  deviens  son  cr^ncier  de  la 
valenr  dn  travail  que  je  ne  vous  ai  livr6,  et  que  je 
pouvais  me  consacrer  k  moi-m^me.  CTest  done 
entre  mes  mains  que  doit  passer  le  titre  de  cette 
cr^nce,  le  t^moin  et  la  preuve  de  la  dette  sociale. 
♦  ♦  •  Vous  (itiez  creancler  de  la  socii^te,  vous 
m*avez  substituE  k  vos  droits,  et  il  importe  pen  a 
la  soci6t6,  qui  est  redevable  d*un  service,  de  la 
rendre  k  vous  on  k  moi.  Elle  ^*acquitte  en  le 
rendant  au  portenr  du  titre.** 

Hence  we  see  that  all  these  writers,  and  many 
others  might  have  been  cited,  perceive  that  the 
fnndunental  conception  of  money  is  that  it  is  a 
ple<]^e,  that  when  any  one  has  rendered  some 
service  and  receives  no  equivalent  at  the  time, 
that  he  may  do  so  on  some  future  occasion,  and 
of  what  kind  he  pleases.  Hence  it  is  plain,  that 
as  he  takes  it,  not  for  any  direct  use  it  can  be  to 
him,  but  only  because  he  believes  he  can  get 
what  he  wants  when  he  pleases,  it  is  general 
Credit,  or  a  Bill  of  Exchange  on  the  commercial 
community.  But  though  such  is  its  fundamental 
nature^  the  quantity  of  the  substance  that  must 
be  given  as  the  equivalent  of  the  debt,  will  of 
course  be  governed  by  the  universal  laws  which 
regulate  the  exchangeable  i*elations  of  all  sub- 
stances. 

The  necessity  of  having  something  to  perform 
the  duty  of  representing  debts  that  arise  from 
unequal  exchanges,  has  been  felt  by  all  nations 
from  a  very  early  time.  The  Hebrews  we  know 
used  silver ;  although  there  was  clearly  no  money 
in  the  times  described  by  the  Homeric  poems, 
soon  afterwards  a  currency  made  of  copper 
skewers  came  into  use  throughout  Greece,  which 
was  superseded  by  the  silver  coinage  of  Pheidon. 
In  the  dialogue  named  Eiyxlas,  which  is  attribut- 
ed to  ^scMnes  Socraticus,  it  is  said  that  the 
iBthiopians  used  a  currency  of  carved  pebbles. 
They  must  have  been  *^  blameless"  indeed  if  they 
could  resist  so  manifest  a  temptation  to  forgery. 
Throughout  the  islands  in  the  Eastern  Ocean 
shells  were  used.  In  Thibet,  and  in  some  parts 
of  China  to  the  present  day,  it  is  said  that  little 


blocks  of  compressed  tea  are  used  a»  money. 
Smith  says  that  salt  is  used  in  Abyssinia ;  that 
formerly  dried  cod  was  used  in  NewfooDdland ; 
sugar  in  some  of  the  West  Indian  coioniefi ;  and 
in  his  own  day,  there  was  a  village  in  Scotland 
where  nails  served  the  purpose  of  money.  So 
late  as  the  middle  of  the  last  century,  in  Vli^nia, 
tobacco  at  a  certain  price  per  ponnd  was  l^gal 
money,  in  which  the  salaries  of  ministers  and 
other  public  officers  were  paid.  In  other  of  the 
American  colonies  powder  and  shot ;  in  Campeochy 
logwood ;  and  among  the  Indians  on  the  American 
continent,  belts  of  wampum  served  the  purpose 
of  a  currency. 

But  when  we  consider  the  purposes  for  which 
a  currency  is  intended,  it  is  easily  seen  that  no 
substance  possesses  so  many  advantages  as  metal. 
The  use  of  the  currency  being  to  i»reserve  the 
record  of  services  rendered  for  use  at  any  future 
time,  it  is  clear  that  it  should  be  made  of  some 
substance  which  should  not  be  liable  to  alter  by 
time.    A  money  of  dried  cod  would  not  be  likely 
to  keep  very  long,  nor  would  it  be  easily  divisible. 
One  of  the  first  requisites  of  a  currency  is  that 
it  should  be  divisible  into  r&ry  soudl  fragmentSy 
so  that  its  owner  should  be  able  to  get  any  small 
amount  of  service  at  any  time  he  pleases.   Taking 
these  requisites  into  consideration,  it  is  manifest 
there  is  no  substance  which  combines  these  quali- 
fications so  well  as  a  metal  of  some  description. 
Metal  is  uniform  in  its  texture,  and  it  can  be 
divided  into  any  number  of  fragments,  each  of 
which  shall  be  equal   in  value  to  another  frag- 
ment of  equal  weight,  and  if  required,  these 
fragments  can  always  be  reunited,  and  form  a 
whole  again  of  the  aggi-egate  value  of  all  its 
parts.    By  this  means  if  we  can  establish  a 
relation  between  the  quantOy  of  the  metal  and 
the  amount  of  the  debt ;  then  whatever  thai 
relation  be,  or  whatever  quantity  of  metal  bo 
taken  to  represent  any  amount   of  debt,  any 
fragment  of  such  metal  will  always  represent  a 
proportionate  amount  of  the  debt. 

In  adopting  a  metallic  currency,  that  metal 
which  has  the  greatest  value  should  be  selected 
as  the  principal  money.  The  exchangeable  vaines 
of  the  different  metals  are  settled  exactly  on  the 
same  principles  as  the  exchangeable  values  of  all 
commodities.  All  metals  are  heavy  and  incon- 
venient to  carry,  and  if  a  very  abundant  one  were 
selected  for  the  purpose,  the  quantity  which 
would  be  required  to  denote  even  a  moderate 
amount  of  debt,  would  be  a  serious  inconvenience. 
The  more  rare  and  valuable  the  metal,  the  more 
portable  and  convenient  it  would  be,  so  that  a 
man  might  carry  about  with  him,  as  it  were,  a 
concentrated  essence  of  power  of  commanding 
services.  Of  all  the  metals  that  were  first 
discovered  gold  and  silver  combined  these  ad- 
vantages in  the  greatest  degree,  and  from  the 
earliest  antiquity  the  most  civilised  nations 
appropriated  them  for  that  purpose,  and  they 
gradually  superseded  the  inferior  metals  and 
other  substances  used  by  different  nations,  and 
their  exchangeable  values  relatively  to  each  other, 
as  well  as  to  other  metals  and  commodities,  was 
determined. 

All  these  currencies  made  of  material  sub- 
stances we  may  properly  call  natural  currencies, 
by  which  we  mean,  that  though  they  are  all  for 
the  purpose  of  representing  debt,  yet  the  quantity 
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of  the  substance  which  is  considered  as  the  eqaiya- 
lent  of  the  debt  depends  pnrely  on  the  general 
laws  of  valne,  and  varies  subject  to  their  infln- 
ence.  We  shall  show  a  little  further  on  that  there 
are  artificial  currencies  in  which  the  snbstance 
Las  a  value  attributed  to  it  by  some  agreement 
of  some  sort  which  it  does  not  bear  without  that 
influence. 

But  although  the  value  of  the  substance  used 
for  money  is  determined  by  the  general  laws  of 
value,  we  must  be  carefully  on  our  guard  against 
saying  that  it  has  intrinsic  value.  We  have  fully 
entered  into  the  confusion  in  Political  £conomy 
which  has  been  caused  by  this,  expression  under 
Value,  so  that  we  need  not  repeat  what  we  have 
said  there,  but  nevertheless  we  make  a  few  re- 
marks on  it. 

It  seems  almost  superfluous  to  enforce  it  so 
often ;  but  when  an  error  is  spread  throughout 
the  whole  science  and  meets  one  at  every  turn,  it 
requires  to  be  constantly  exposed.  The  value  of 
a  thing  is  simply  and  solely  the  thing  for  which 
it  can  be  exchanged ;  and,  of  course,  anything  has 
as  many  values  as  things  it  can  be  exchanged 
for.  When  we  speak  of  the  value  of  a  thing,  we 
necessarily  speak  of  its  value  in  something — ^its 
value  in  clotnes,  or  its  value  in  bread,  or  its  value 
in  furniture,  or  any  services  whatever.  How 
often  does  it  require  to  be  repeated  that  it  is  as 
grossly  absurd  to  speak  of  anything  having  abso- 
lute value  as  it  is  to  speak  of  a  thing  having 
absolute  distance,  and  that  it  is  equally  irrational 
to  speak  of  intrinsic  value  as  of  intrinsic  distance ! 
The  value  of  the  money  is  not  the  labour  be- 
stowed upon  obtaining  it,  but  the  food,  the 
necessaries,  and  anything  else  which  can  he  got 
in  exchange  for  it.  While  money  will  purchase 
tea,  and  wine,  and  meat,  and  clothes,  and  books, 
and  honseroom,  and  furniture,  and  other  things, 
it  has  value,  and  these  thmgs  are  its  values.  If 
it  ceased  to  command  them  it  would  have  no 
value ;  so  if  placed  in  a  position  where  it  would 
command  nothing,  it  would  have  no  value.  Thus, 
if  we  took  a  bag  of  sovereigns  among  the  Aus- 
tralian savages,  they  would  have  no  value.  It 
is  clear  that  if  there  were  anything  else  that 
would  purchase  exactly  the  same  things  that 
money  would,  it  would  be  of  the  same  value  as 
money. 

We  must  also  observe  this,  that  though  money 
is  exchangeable  for  other  things,  it  does  not 
represent  them.  Some  eminent  writers  had  a 
curious  fancy  that  money  was  the  representative 
of  other  things,  and  that  a  state  was  only  well 
off  when  it  had  as  much  money  as  was  an 
equivalent  for  all  other  things  put  together.  But 
the  slightest  reflection  shews  that  this  is  pure 
fancy,  and  quite  contrary  to  the  reality.  What 
we  wish  to  observe  is  that  money  is  a  separate 
and  independent  exchangeable  quantity  over  and 
above  other  quantities  of  ail  sorts.  It  is  a  sub- 
stance which  has  generid  and  permanent  value  in 
a  country  because  everyone  will  give  something 
for  it,  and  it  does  not  depend  for  its  exchange- 
ability upon  any  particular  person. 

Now,  as  we  have  shewn  under  Capital  that 
any  Economic  quantity  whatever  may  be  used 
as  Capital,  money  of  course  may  be  used  as  Cap- 
ital as  well  as  anjrthing  else.  There  are,  of  course, 
different  ways  of  using  things  so  as  to  give  a 
profit,  but  anything  which  may  be  used  in  any 


way  whatever  so  as  to  give  a  profit  may  be 
capital,  so  money  may  be  capital  though  it  gives 
a  profit  in  a  different  way  from  com  or  cattle. 
Hence  we  see  that  Currency  may  be  Capital. 

We  shall  now  lay  before  our  readers  a  method 
of  viewing  the  function  of  money  which  is 
slightly  different  from  the  preceding,  though  by 
no  means  opposed  to  it,  and  we  shtdl  then  shew 
why  one  definition  is  preferable  to  the  other. 
We  need  hardly  remind  our  readers  that  the  old 
fallacy  was  that  money  was  the  only  species  of 
wealth,  and  that  the  only  true  commercial  policv 
was  to  heap  up  as  much  gold  and  silver  as  possi- 
ble. Many  persons,  however,  saw  the  fallacy  of 
tills  notion,  but  they  rushed  into  the  opposite 
extreme,  and  maintained  that  money  was  not 
wealth  at  all,  but  only  the  representative  of 
wealth,  and  therefore  it  was  of  no  consequence 
of  what  material  it  was  made  of.  So  long  as 
paper,  for  instance,  they  said,  was  based  upon 
some  material  article  of  value,  such  as  land  or 
other  things,  they  maintained  that  it  would  pre- 
serve the  same  value  as  specie.  This  was  the 
doctrine  upon  which  that  theory  was  founded 
which  we  have  called  Lawism,  because  he  had 
the  opportunity  of  carrying  it  out  into  practice, 
and  it  resulted  in  the  Mississippi  catastrophe. 
This  doctrine  was  supported  with  ingenuity  by 
the  Abb^  Terrasson,  a  member  of  the  Academy 
of  Inscriptions  and  Belles  Lettres,  who  was 
selected  by  Law  in  1720,  to  defend  his  system. 
It  was  to  reply  to  this  fallacy  that  Turgot  began 
to  write.  In  sections  40-50  of  his  treatise  Svr  la 
Formation  et  la  Distribution  des  RichesseSy  he  has 
explained  extremely  well  the  true  nature  of 
money.  He  shews  that  every  species  of  mer- 
chandize has  a  certain  value  in  eveiy  other,  and 
may  be  used  to  measure  it,  and  in  a  certain  way 
every  merchandize  might  be  used  as  money. 
But  that  some  kinds  are  better  than  others,  and 
that  the  precious  metals  are  better  for  this  pur- 
pose than  any  others,  for  obvious  reasons.  He 
then  shewed  that  when  a  purchase  is  made  with 
money,  the  money  is  not  a  sisn  of  value,  as  was 
commonly  said,  but  an  actual  equivalent  for  the 
thing  purchased.  He  shews  also  how  the  use  of 
money  has  greatly  facilitated  the  division  of 
labor.  Thus  Turgot  shewed  that  money  was 
simply  a  species  of  merchandize  which  was  used 
for  a  particular  purpose.  Since  his  day  this  has 
been  the  most  usual  way  of  regarding  it.  It  has 
been  considered  as  a  species  of  intermediate  mer- 
chandize used  for  the  purpose  of  facilitating 
indirect  exchanges.  Thus  M.  Joseph  Gamier 
(EUments  dEconomie  Politique.  Zrd,  edit. 
1856, ;».  14J,  observes  that  direct  barter  ceases 
as  soon  as  nations  emerge  from  the  infancy  of 
civilisation.  In  civilized  countries  such  cases 
are  very  rare,  and  in  most,  impossible.  Thus  a 
bookseller  who  has  nothing  but  books,  can  bat 
rarely  pay  his  baker  or  his  shoemaker  with 
books.  A  certain  peculiar  species  of  merchandize 
has  therefore  been  devised  cidled  money,  which 
the  buyers  of  books  give  to  the  bookseller,  and 
which  he  can  give  again  to  those  who  sell  to  him. 
Thus,  he  says,  barter  is  complicated  by  an  inter- 
mediate exchange.  This  money  men  have 
agreed  to  make  of  silver,  and  of  gold ;  and  in 
civilized  countries,  the  shoemaker  exchanges  his 
shoes  for  their  equivalent  in  money,  for  the  pur- 
pose of  again  exchanging  this  money  for  a  hat, 
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it  may  be.  The  operatioDs  of  the  hatter  are 
similar,  atkd  they  may  be  represented  thus  :— 

'  The  shoemaker 
first  exchanges  his  shoes  for  money^ 
then  exchanges  the  money  for  a  hat ; 
which  is  eqairalent  to  exchanging  the  shoes  for 
a  hat. 

The  hatter 
first  exchanges  a  hat  for  tnoney^ 
then  the  money  for  shoes ; 

which  reduces  the  operation  to  an  exchange  of  a 
hat  for  shoes. 

Hence,  adopting  this  view  of  the  operation, 
we  see  that  the  exchange  has  been  resolved  into 
two  sales ;  such  being  the  name  of  the  trans- 
action when  one  and  not  both  of  the  qnantities 
exchanged  is  money.  J.  B.  Say  very  aptly  said 
that  a  Mile  is  half  an  exchange.  It  is  also  what 
is  called  eircukuion;  and  money  is  called  the 
circulating  medium,  because  it  enables  commodi- 
ties and  other  things  to  circulate  without  an 
exchange. 

Now,  the  two  views  we  have  presented  of  the 
nature  of  money  are  by  no  means  contradictory  ; 
and  as  long  as  the  circulating  medium,  or  pledge 
f(Mr  fiiture  services,  consisted  of  a  material  sub- 
stance like  specie,  it  would  be  not  of  the  least 
consequence  which  definition  was  adopted.  But 
it  happens  that  in  modem  times  a  circulating 
medium,  or  pledge,  of  a  totally  different  nature, 
and  which  is  not  formed  of  any  material  sub- 
stance whatever,  but  is  a  mere  promise  to  pay, 
and  which  is  called  credit^  has  come  into  use,  and 
so  greatly  exceeds  the  quantity  of  money,  that 
the  most  moderate  computations  reckon  it  at  at 
least  ten  times  the  quantity  of  metallic  currency. 
Now,  as  we  shall  shew  that  this  credit  performs 
exactly  the  same  functions  as  money,  it  is  of 
course  of  the  same  general  nature  as  money. 
But  it  would  manifestly  be  a  rather  startling 
stretch  of  language  to  say  that  credit  was  an 
intermediate  merchandize  and  an  equivalent  to 
commodities. 

We  shall  now,  therefore,  show  why  the  con- 
ception of  money  being  a  pledge  for  a  future  ex- 
change, is  more  fundamental  and  more  general 
than  that  of  its  being  an  intermediate  mer- 
chandize. 

We  have  already  obs^ved  that  the  money 
which  is  given  to  make  a  balance  on  an  unequal 
exchange  of  services,  and  to  be  a  pledge  that 
the  owner  of  it  may  obtain  what  he  wants  when 
he  pleases,  is  a  separate  and  independent  article 
of  exchangeable  property.  It  is  exchangeable 
for  other  things,  but  does  not  represent  them. 
The  quantity  of  money  is  manifestly  to  be  counted 
cumulatively  to  other  things,  although  it  is  of  no 
sort  of  use  except  as  beiuff  able  to  purchase 
them.  Now  the  debtor  need  not  give  a  general 
pledge  like  money,  if  the  creditor  is  willing  to 
accept  one  of  a  different  sort. 

Supposing  that  on  an  unequal  exchange  taking 
place,  the  debtor  owes  lOlbs.  of  tea,  then, 
instead  of  giving  money,  he  may  give  his 
simple  promise  to  pay  lOlbs.  of  tea,  when  re- 
quired. Now,  it  is  clear  that  here  we  have  a 
pledge  to  render  a  future  service  when  required. 
And  this  pledge  may  be  passed  from  hand  to 
hand  like  mcmey  among  those  who  choose  to  take 
it.    And  as  it  can  be  exchanged  for  lOlbs.  of  tea, 


it  is  manifestly  of  the  value  of  lOlbe.  of  tea.  But 
it  is  not  an  appropriation  of  any  specific  lOlbss. 
of  tea.  It  is,  therefore,  a  pledge  of  the  same 
nature  as  money,  and  a  separate  and  indepen- 
dent article  of  property,  just  as  money  is.  Now 
this  species  of  property  is  called  Crbbit,  because 
the  owner  of  this  pledge  only  believes  thait  he 
can  exchange  it  for  the  tea. 

Now,  as  we  steidily  adhere  to  the  meaning  of 
Value  that  it  is  the  thing  for  which  anything  can 
be  exchanged,  it  manifestly  follows  that  the 
value  of  a  pledge  or  promise  to  pay  anything,  is 
the  thing  promised. 

The  iMlue  of  a  pledge  or  promise  to  pay  X50, 
is  the  £50. 

The  value  of  a  pledge  or  promise  to  give  lOIbs. 
of  tea,  is  the  lOlbs.  of  tea. 

The  value  of  a  pledge  or  promise  to  cut  a  man^s 
hair,  is  the  cutting  of  the  hair. 

The  value  of  a  pledge,  or  promise  to  carry  a 
letter,  is  the  carri4;e  of  tiie  letter. 

Now,  each  of  these  pledgee  or  promisee  is  of 
course  only  of  the  value  of  the  particular  thing 
specified  or  promised;  and,  therefore,  each  <S' 
them  is  only  particular.  And  it  may  also  happen 
that  the  person  who  has  engaged  to  fulfil  these 
several  promises  may  be  unable  to  do  so,  and  then 
of  course  the  promise  loses  its  value.  Therefore, 
the  value  of  the  promise  is  precarious  as  well  as 
particular,  but  that  does  not  affect  its  indepoi- 
dent  existence. 

Now,  money  is  manifestly  nothing  whatever 
but  an  aggregate  of  all  these  particular  and  pre- 
carious values.  Because  it  Lb  a  pledge  that  every 
one  will  answer,  and  consequently  if  any  particu- 
lar person  fails,  there  are  plenty  of  others  who 
will  supply  his  place. 

Hence  we  see  that  Credit  is  the  name  of  a 
species  of  property  which  has  a  separate  and 
independent  existence,  and  is  fundunentally  of 
the  same  nature  as  money.  It  is  the  representa- 
tive of  Debt  This  credit  may  be  exchanged, 
or  bought  and  sold  precisely  in  the  same  way  as 
money  itself.  Hence,  manifestly.  Money  and 
Credit  together  constitute  the  currewy  or  o«reii- 
lating  medium^  that  is  they  equally  cause  commo- 
dities to  circulate  without  the  necessi^  of  an 
exchange. 

Hence  we  see  that  the  currency  or  eiradating 
medium  is  the  name  of  a  certain  species  of 
economic  quantities.  But  as  any  economic  quan- 
tity whatever  may  be  used  so  as  to  produce  a 
profit,  it  follows  that  the  economic  quantities 
called  the  currency  may  be  used  to  produce  a 
profit,  and  so  they  may  become  capital.  How 
credit  may  be  used  as  capital  is  folly  developed 
under  Cbbdit. 

The  only  real  difficulties  that  have  caused 
perplexity  in  comprehending  the  natore  of  credit, 
have  arisen  from  the  apparent  subtlety  that  the 
promise  to  pay  a  thing  has  an  independent  and 
separate  existence  from  the  thing  promised.  Bot 
the  preceding  explanations  have,  we  hope, 
cleared  up  any  doubt  on  that  point,  and  any  one 
who  sees  that  he  can  buy  things  as  well  with  a 
bank  note  as  with  money,  can  have  no  doubt 
about  it.  The  second  difficulty  is  somewhat 
more  specious,  and  has  arisen  from  the  false 
yiews  of  value  which  have  been  so  prevalent. 
Every  one  can  see  that  money  has  value.  Now, 
the  reason  given  for  that  by  the  followers  of 
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Smith  and  Bicardo,  is  that  labor  has  been 
bestowed  on  producing  it.  And  when  they  see 
that  a  piece  of  paper  has  cost,  comparatiyely 
speaking  no  labor,  they  ridicule  the  notion  of  its 
having  value.  But  in  the  first  place  the  value  of 
the  money  does  not  consist  in  the  labor  it  has 
cost,  but  in  the  things  it  will  buy,  and  in  the 
second  place,  it  is  not  the  paper  itself  which  has 
the  value,  but  the  right  residing  in  the  person  of 
its  owner.  The  paper  is  merely  the  evidence  of 
the  right.  The  right  is  equally  valid  though  it 
merely  exists  in  a  verbal  and  invisible  form,  and 
is  equally  transferable  from  hand  to  hand.  But 
for  the  sake  of  convenience,  and  to  avoid  disputes, 
and  to  preserve  its  ceiiainty,  the  evidence  of  it  is 
recorded  on  paper,  which  greatly  facilitates  its 
negotiability.  And  the  value  of  this  right  is  the 
thing  promised,  just  in  the  same  way  as  the 
value  of  money  is  the  thing  purchased. 

Should  there  be  any  difficulty  in  seeing  this,  it 
will  be  further  diminished  by  considering  a  species 
of  currency  which  was  formerly  issued  in  enor- 
mous quantities  by  tradesmen,  when  there  was  a 
scarcity  of  legal  currency.  These  were  tokens, 
which  were  not  promises  to  pay  any  specific 
thing,  but  a  general  promise  to  give  out  of  the 
tradesman*8  general  stock  anything  of  a  certain 
value.  Now  it  is  clear  that  this  token  was  a 
separate  exchangeable  article  of  property,  quite 
distinct  from  any  particular  goods;  and  yet  it 
manlfestlv  represented  a  debt  of  the  tradesman's, 
because  he  only  issued  them  in  exchange  for 
some  service  rendered.  They  were  only  a  sub- 
stitute for  the  Boyal  coin.  They  circulated  in 
the  neighbourhood,  because  the  people  believed 
that  the  original  issuers  were  able  to  give  their 
value  in  goods  at  any  time.  They  were  mani- 
festly only  an  inferior  form  of  money,  and  they 
must  have  had  an  independent  existence  as  much 
as  money. 

Postage  stamps  are  a  rude  form  of  currency. 
They  are  a  right  to  demand  the  Postmaster- 
General  to  carry  a  letter.  And  the  carriage  of 
the  letter  is  their  value.  Bnt  as  most  persons, 
nowadays,  want  to  write  letters,  postage  stamps 
are  universally  received  as  small  change.  And, 
as  a  late  Act  declares,  that  they  shsll  be  ex- 
changeable for  money  at  any  Post  Office,  they 
are  now  to  all  intents  and  purposes  penny  bank- 
notes. These  postage  stamps  are  evidently  a 
particular  form  of  Government  credit,  and  no- 
one  doubts  that  they  are  separate  and  exchange- 
able property  over  and  above  other  property. 

It  is  further  manifest  that  it  can  make  no  differ- 
ence in  the  nature  of  the  pledge,  whether  it  is 
made  payable  on  demand,  or  at  a  certain  date 
after  its  issue.  There  may  be  certain  incon- 
veniences attached  to  it,  which  may  diminish  its 
present  value,  but  it  is  manifest  that  it  in  no  way 
alters  its  fundamental  nature  as  a  pledge,  whether 
it  be  redeemable  six  months  hence,  or  three 
months  hence,  or  on  demand.  Hence,  all  species 
and  forms  of  credit  must  be  included  under  the 
category  of  the  Currency,  or  Circulating  Medium, 
because  their  essence  is,  not  that  they  shall  be 
payable  on  demand,  bnt  that  they  circulate  com- 
modities, or  other  things. 

The  observations  contained  in  the  preceding 
paragraphs  show  that  the  idea  of  ''currency"  is 
quite  independent  and  essentiaUy  distinct  from 
that  which  we  usually  call  **  money,**  regarded  as 


an  intermediate  and  equivalent  merchandize.  It 
is  quite  possible  to  have  a  currency,  even  though 
its  most  useful  and  general  form,  money,  had 
never  been  thought  of.  If  transactions  take  place 
between  individuals,  it  is  scarcely  possible  to 
imagine  that  there  should  not  be  debts,  or  balances 
of  services,  due,  arising  between  them,  and  this 
is  the  basis  of  a  currency.  But  it  does  not  neces- 
sarily follow  that  there  must  be  money.  If  the 
way  of  conducting  commerce  by  way  of  money 
had  never  been  invented,  a  grocer  and  a  wine 
merchant  might  trade  with  each  other.  If  they 
had  agreed  that  a  bottle  of  wine  and  a  pound  of 
tea  should  be  considered  as  equivalents,  the 
grocer  might  purchase  a  bottle  of  wine,  and,  if 
the  wine  merchant  wanted  more  or  less  than  a 
pound  of  tea,  he  might  let  the  grocer  have  the 
wine,  upon  his  giving  his  promise  to  pay  the  tea 
when  requured.  And  this  note  would  be  made 
transferable,  and  pass  through  a  hundred  different 
hands  before  the  owner  of  it  demanded  tea.  It 
would  perform  exactly  the  same  function  as 
money  in  circulating  goods.  It  would,  therefore, 
be  currency,  but  it  would  not  be  money  in  the 
sense  of  being  an  intermediate  and  equivalent 
merchandize.  Money  has,  no  doubt,  enormous 
advantages  over  sudi  a  currency,  but  these  ad- 
vantages are  purchased  at  a  very  heavy  cost; 
and  in  modem  times,  whenever  public  distress 
began  to  be  severe,  the  luxury  of  a  metallic  cur- 
rency is  one  of  the  first  to  be  dispensed  with. 
The  true  nature  of  a  currency  is  revealed  as 
soon  as  gold  and  silver  disappear.  This  is  well 
exemplified  in  America  at  the  present  moment, 
where  private  tickets  of  all  sorts  have  superseded 
specie.  Instead  of  money,  people  have  now  their 
pockets  filled  with  bread  tickets,  and  milk  tick- 
ets, and  railroad  tickets.  If  a  man  goes  to  get 
his  hair  cnt,  and  tenders  a  dollar,  he  cannot  get 
change,  but  he  receives  so  many  tickets  promising 
to  cnt  his  hair  so  many  times. 

The  metallic  currency  is  termed  Mohbt,  and 
the  paper  currency  of  all  sorts  is  termed  Sscu- 
BiTT  Foa  MoHST.  Thcsc  securities  for  money, 
or  the  paper  currency,  are  divided  into  two 
general  species;  first,  promises  to  pay  money, 
called  Pbomissoet  Notes  ;  and  secondly,  ord^e 
to  pay  money,  called  Bills  or  Excbarob.  Each 
of  these  general  divisions  again  is  subdivided  into 
several  varieties,  which  are  fully  treated  of  under 
Bank  Noib;  Bux  of  Exchahgb;  Chbqub; 
Cbbdit  ;  Dbposit  ;  Pbomissobt  Notb. 

The  name  of  Currency,  as  we  have  seen,  is 
given  to  something  which  is  used  as  a  pledge  to 
denote  the  power  its  owner  has  of  commanding 
services.  Every  transfer  denotes  an  operation, 
because  it  is  evident  that  in  commerce  every 
transfer  of  currency  necessarily  involves  the 
transfer  of  something  else.  The  amonnt  of  the 
sum  total  of  all  the  transferences  of  the  Currency 
which  takes  place,  is  properly  called  the  Cibcu- 
xjkTioR.  Hence  a  single  piece  of  money  may 
add  considerably  to  the  cnrculation,  for  every 
time  it  is  transferred  it  is  an  addition  to  the 
circulation,  though  it  is  no  increase  of  Cur- 
rency. We  may  observe  that  the  same  con- 
fusion of  ideas  has  affected  the  use  of  the  word 
circulation  as  that  of  currency.  It  is  generally 
used  as  synonymous  with  money  and  bank 
notes,  and  more  particularly  the  latter.  Thus 
the  number  of  notes  issued  by  the  Bank  of 
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England,  or  any  other  bank,  is  frequently  called 
its  circulation.  This  of  coarse  is  manifestly  the 
same  concision  of  idea  that  calls  money  which  is 
current,  the  currency.  It  is  as  great  a  confusion 
of  idea  as  to  call  a  wheel  a  rotation.  It  is  clear 
that  money  and  the  circulation  do  not  bear  any 
fixed  relation  to  each  other,  for  there  may  be  a 
large  amount  of  money  in  a  country,  yet  if  the  in- 
dustrial operations  be  few,  there  wiU  be  a  small  cir- 
culation ;  on  the  other  hand,  there  may  be  a  small 
amount  of  money,  yet  if  the  people  be  active  and 
industrious,  it  will  pass  frequently  from  hand  to 
hand,  and  there  will  be  a  large  circulation. 

When  transactions  take  place  between  indivi- 
duals, if  the  interchange  be  of  things  of  a  like 
nature,  as  currency  for  currency,  or  commodities 
for  commodities,  it  is  called  an  Exohanqb,  or  in 
the  case  of  commodities,  irequently  Barter. 
Thus  we  speak  of  the  Foreign  Exchanges,  or  the 
value  of  tbe  currency  of  one  country  in  terms  of 
the  currency  of  another;  or  we  ask  for  the 
change  (i.« ,  the  *change  or  exchange)  of  a  £5 
note,  or  a  sovereign ;  so  we  speak  of  exchanging 
a  picture  for  a  statue,  or  one  book  for  another. 
Ynien.  the  interchange  is  of  things  of  an  unlike 
nature,  such  as  currency  for  commodities,  it  is 
called  a  Sale,  and  the  one  who  gives  currency  is 
said  to  buy  the  commodities,  and  he  who  gives  the 
commodity  is  said  to  Sell  it.  Thus  we  buy  a 
horse  or  a  house  with  money ;  so  an  officer  buy9 
a  commission  in  the  army,  but  he  exchanges  from 
one  regiment  to  another.  So  in  Lear,  when 
Albany  throws  down  his  glove  to  the  traitor 
Edmund,  the  latter,  throwing  down  his  own, 
replies  ^  There*s  my  exchange,*'  meaning,  like 
for  like.    So,  in  Hamlet,  Laertes  says — 

**  Exchange  foigiveneas  with  me,  noble  Hamlet" 

The  quantity  of  the  currency  given  for  the  com- 
modity is  called  its  Price,  and  when  the  buyer 
of  the  goods  transfers  their  stipulated  price  to 
the  seller,  he  is  said  to  Pat  for  them. 

The  subtle  question  whether  if  a  fair  exchange 
of  goods  were  substituted  for  the  payment  of 
money,  it  was  to  be  considered  as  a  sale,  was 
warmly  debated  for  150  years  by  the  two  famous 
sects  of  ^man  Lawyers,  the  Proculians  and  the 
Sabiniansj  from  the  time  of  Augustus  to  that  of 
Hadrian.  Both  parties  appealed  to  Homer  in 
support  of  their  views,  but  the  opinion  of 
Proculus  finally  prevaileid,  that  a  sale  and  an 
exchange  were  operations  essentially  distinct  in 
their  nature.  This  was  confirmed  by  the  Em- 
perors Diocletian  and  Maximian,  and  was  ratified 
bv  Justinian  C Institutes  L.  lii.  c.  24 J.  The  con- 
clusion was  just,  though  the  reason  assigned  for 
it  was  scarcely  satis&ctory,  ^tbat  in  the  ex- 
change of  two  things  it  can  never  appear  which 
has  l^en  sold,  and  which  has  been  given  as  the 
price  of  the  thing  sold,  and  it  is  contrary  to 
reason  Uiat  each  should  appear  to  have  been  sold, 
and  that  each  should  appear  to  have  been  given 
as  the  price  of  the  other.**  It  would  rather  ap- 
pear that  when  we  exchange  one  commodity  for 
another,  we  exchange  one  whose  useful  qualities 
are  known,  for  another  whose  useful  qualities  are 
also  known;  that  is,  we  exchange  two  things 
which  are  acknowledged  to  be  equivalents.  But 
the  currency  represents  an  abstract  quality,  or 
right.  In  changing  a  commodity  for  cmxency 
we  commute  a  known   useful  quality  for   an 


abstract  right ;  that  is,  we  give  a  commodity,  and 
receive  in  return  only  the  power  of  obUining  an 
equivalent;  or  we  exchange  something  that  h 
definite,  for  another  that  is  indefinite,  two  opera- 
tions which  are  essentially  distinct,  and  it  is 
better  to  appropriate  difierent  expressioiid  to 
operations  of  a  Afferent  nature. 

We  must  carefully  observe  that  the  w(h^ 
currency  is  a  complex  term  involving  two  mmple 
ideas,  and  we  must  resolve  it  into  them.  From 
its  first  representing  a  debt,  its  fondamental  id&t 
was,  that  it  was  something  that  denoted  power 
of  demandiuff  services,  and  secondly^  it  also 
passed  from  nand  to  hand  itself.  Of  these  two 
ideas  it  must  be  especially  observed  that  die 
former  is  the  fundamental  idea,  bnt  it  has  re- 
ceived its  name  from  the  latter.  Resolved  into 
its  elementary  ideas,  it  is  tiierefore — 

1.  That  which  circulates  commodities,  &C., 
i.  tf.,  which  causes  commodities,  &c.,  to  circolate, 
where  circulates  is  an  active  verb. 

2.  That  which  circulates  itself,  where  circu- 
lates is  a  neuter  verb. 

From  the  first  of  these  ideas  it  has  acquired  a 
name  in  modern  times  significative  of  its  qoality, 

viz.,  ClRCnLATIHTG  MeDIUM. 

The  amount  of  the  currency  or  circnlating 
medium  in  any  couiftry,  is  the  aggregate  amonnt 
of  it  belonging  to  every  individual.  rTow,  what- 
ever represents  the  amount  of  debt  due  to  any 
individual,  over  and  above  his  possessions  in 
commodities,  in  whatever  form  that  debt  may 
be  recorded,  whether  metal  or  paper,  or  whether 
it  exist  simply  as  a  debt,  is  the  amount  of  cnr- 
rency  belonging  to  him.  Whatever,  therefore, 
confers  the  power  of  demanding  services  or 
commodities,  or  professes  to  confer  the  power  of 
demanding  them,  is  the  cnrrency  or  circulating 
medium  of  any  single  person,  and  includes,  not 
only  the  current  coin  of  the  realm,  but  aU  its 
substitutes  of  every  description,  and  whatever 
else  represents  or  displaces  it.  Adopting  this 
definition  we  may  enumerate  the  different  species 
of  it  as  follows : — 

1.  Coined  money;  gold,  silver,  and  copper. 

2.  The  paper  currency — including  promissory 
notes  and  bills  of  exchange,  with  all  their 
varieties. 

3.  Simple  debts  of  all  sorts,  such  as  credits 
in  bankers*  books,  called  deposits,  book  debts  of 
traders,  and  private  debts  between  individuals. 

It  is  certainly  true  that  some  of  these  descrip- 
tions of  cnrrency  are  more  eligible  and  secure 
than  others,  and  perform  the  same  duties  with 
different  degrees  of  advantage.  The  metallic 
currency  rests  upon  the  credit  of  the  state,  that 
it  is  of  proper  weight  and  fineness,  and  the 
universal  readiness  of  people  to  receive  it  in 
return  for  semces.  Paper  currency,  in  this 
country  at  least,  rests  entirely  upon  private 
credit,  and  is  of  all  possible  degrees  of  security, 
from  a  Bank  of  England  note  down  to  a  private 
J.  O.  U.  There  are  several  different  kinds  of 
paper  currency  possessing  more  or  less  of  circu- 
lating power ;  but  all  these  different  deecriptious 
of  currency,  though  more  or  less  eligible  and 
secure,  represent  but  one  fundamental  idea— 
Debt.  From  these  considerations  it  follows 
that  the  amount  of  cuiTcncy,  or  circulating 
medium  in  any  country,  is  the  sum  total  of  all  the 
debts  due  to  every  individual  in  iL 
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It  is  most  particularly  to  be  observed  that  it  is 
the  essential  qaalitj  of  currency  that  it  is  a 
general  charge  of  debt  on  the  person  of  the 
debtor,  or  obligant,  and  is  not  a  title  to  any 
specific  goods.  In  all  cases  whatever,  it  involves 
the  idea  of  personal  liability.  Thus,  when  we 
suppose  a  wine  merchant  to  take  a  grocer's 
promise  t«  pay  so  much  tea  when  required,  in 
return  for  the  wine  he  lets  him  have,  it  must  be 
distinctly  remembered  that  this  is  only  a  general 
power  to  demand  so  much  tea,  and  not  a  parti- 
cular appropriation  of  any  specific  quantity  of 
tea.  The  whole  of  the  grocer's  stock  of  tea 
remains  his  own  property  until  the  demand  is 
made  upon  him  for  payment ;  consequently  he  can 
sell  or  dispose  of  it  all  if  he  pleases,  which  he 
could  not  do  if  any  particular  part  were  set  aside 
as  the  property  of  another  person,  and  he  was 
merely  the  keeper  of  it. 

This  distinction  id  of  the  utmost  importance, 
and  it  serves  to  shew  that  transferability  from 
hand  to  hand  is  not  the  fundamental  conception 
of  a  currency.  There  are  certain  commercial 
documents  which,  so  far  as  negotiability  is  con- 
cerned, bear  a  resemblance  to  bills  of  exchange, 
and  are  by  many  supposed  to  be  of  the  same 
nature.  These  are  dock  wari'ants  and  bills  of 
lading.  Their  nature  is  so  fally  explained  under 
Bill  OF  Exchamgx  ;  Bill  of  Lading  ;  Credit  ; 
and  Dock  Wabbamt  ;  that  we  need  not  repeat 
it  here.  We  need  only  observe  that,  by  their 
very  nature,  bills  of  lading  and  dock  wan*ants 
can  never  exceed  in  quantity  the  property  they 
represent;  but  bills  of  exchange,  and  other 
instruments  of  credit,  enormously  exceed  the 
quantity  of  coin  in  the  country,  because  they  are 
only  a  promise  that  the  debtor  shall  pay  them  in 
money  if  demanded  at  some  given  time,  and  so 
the  same  coin  may  discharge  an  infinite  number 
of  bills  of  exchange  in  succession. 

Every  one  now  can  see,  we  hope,  that  a  simple 
abstract  pledge,  or  right  to  command  some- 
thing, is  a  separate  and  distinct  article  of  pro- 
pei*ty  from  the  thing  itself,  and  may  be  trans- 
ferred sepai'ately  and  independently  of  anything 
else,  and  is,  therefore,  by  virtue  of  our  funda- 
mental axiom,  an  Economic  Quantity.  Now 
these  pledges,  or  rights,  or  debts,  being  pur- 
chaseable  separately,  may  be  bought  with  other 
pledges,  or  rights,  or  debts.  Thus  a  debt  may 
be  bought  by  creating  another  debt.  Just  in  the 
same  way  as  there  are  money  changers  for  ex- 
changing one  species  of  coin  for  another,  so  there 
are  debt  changers,  whose  express  business  it  is 
to  buy  debts  by  creating  other  debts,  or  to  ex- 
change one  species  of  debt  for  anuther.  These 
ai*e  bankers.  Commercial  debts  are  an  enor- 
mous species  of  property,  but  they  are  in  general 
not  very  well  adapted  for  general  cuxulation, 
except  in  a  few  cases;  and  it  is  the  express 
business  of  bankers  to  buy  these  commercial 
debts  by  creating  others  of  greater  convenience, 
and  better  adapted  for  general  circulation.  The 
mechanism  of  this  system  is  fully  explained 
under  Bank  and  Credit.  And  a  point  of  some- 
what subtle  nature  has  arisen  from  these  trans- 
actions. It  is  clear  that  as  it  is  the  business  of 
bankers  to  buy  debts  by  creating  others,  there 
will  constantly  arise  a  state  of  mutual  obligatioa; 
each  party  will  hold  some  of  the  other's  pledges. 
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Now,  it  is  supposed  by  many  that  when  such  a 
state  of  things  takes  place,  the  mutual  debts 
should  be  set  off  against  each  other,  and  as  each 
party  owes  and  possesses  the  same  sum,  that  the 
two  amounts  cancel,  the  result  is  zero,  and  the 
effect  is  just  the  same  as  if  neither  of  these 
debts  existed.  But  it  is  quite  clear  that  this  is  an 
erroneous  method  of  stating  the  question.  A  custo- 
mer takes  a  bill  to  be  discounted  by  his  banker, 
who,  we  may  say,  lives  in  the  country,  and  issues 
his  own  notes.  The  bill  arose  out  of  a  commer- 
cial transaction,  and,  therefore,  has  circulated 
commodities.  It  is  then  discounted  by  the  banker, 
who  buys  it  by  creating  another  debt,  either 
in  the  form  of  a  deposit,  or  a  bank  note.  Here, 
then,  is  a  new  property  created,  with  which 
the  customer  may  go  into  the  market  and 
buy  fresh  goods.  But  it  is  by  no  means  un- 
common in  the  country  for  bankers  to  re-issue 
the  bills  they  discount,  with  their  own  indorse- 
ments. Here,  therefore,  are  two  circulating  or 
exchangeable  quantities,  each  operating  indepen- 
dently of  the  other.  Hence  it  is  quit«  clear  that 
there  are  two  existing  economic  quantities,  and 
while  they  continue  to  exist  and  circulate  sepa- 
rately, they  must  each  be  reckoned  as  an  inde- 
pendent quantity.  It  may  be,  that  after  a  certain 
time,  when  the  bill  becomes  payable,  the  acceptor 
of  it  may  pay  it  in  the  banker's  notes,  and  then 
if  it  be  in  his  hands  there  will  be  a  mutual  re- 
lease or  extinguishment  of  debts,  which  will  then 
each  cease  to  exist.  But  until  this  is  done,  they 
are  each  of  them  economic  quantities  as  much  as 
any  others. 

We  may  as  well  take  this  opportunity  of  re- 
ferring to  the  article  on  Credit,  §  241-247,  where 
we  have  shewn  that  J.  B.  Say,  who  is  the  writer 
to  whom  most  of  the  modern  confusion  on  the 
subject  of  Credit  is.  due,  expressly  admits  the 
independent  existence  of  debts,  or  credit,  as  valu- 
able property,  and  classes  it  under  the  title  of 
Wealth,  and  says  that  bills  and  notes  have  a 
present  value,  and  may  be  made  exactly  of  the 
same  value  as  a  sum  of  money,  and  used  pre- 
cisely in  the  same  way,  and  furthermore  calk  it 
Capittd.  In  §  248-257  we  have  shewn  that  Mr. 
Mill  over  and  over  again  treats  Credit  as  inde- 
pendent exchangeable  propert}^  which  is  of  the 
value,  and  may  perform  all  the  functions  of 
money.  And  yet  these  two  writers  ridicule 
those  who  say  that  Credit  is  Capital. 

It  is  a  matter  of  considerable  interest  to  dis- 
cover what  are  the  proportions  which  credit  and 
monev  bear  to  each  other  in  modern  commerce. 
The  difficulties,  however,  which  prevent  private 
inquirers  arriving  at  any  reliable  information  are 
very  great,  and  those  opportunities  which  are 
presented  by  Parliamentary  inquiries  into  Com- 
mercial Crises  are  very  rarely  made  use  of  for 
any  but  their  immediate  purpose.  In  the  Report, 
however,  of  the  Committee  of  the  House  of  Com- 
mons on  the  Commercial  Crisis  of  1857,  there 
occurs  a  very  Interesting  statement,  made  by  Mr. 
Robert  Slater,  the  managing  partner  of  the  great 
house  of  Morrison,  Dillon,  and  Co.  Having 
analysed  the  operations  of  the  house  for  the  year 
1856,  he  gave  in  the  following  statement  as  shew- 
ing ihe  proportions  in  which  each  million  of  pay- 
ments and  receipts  were  made  in  money,  bank- 
notes, and  other  instruments  of  credit : — 
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BECEirrs. 

£ 
In  Bankers*  Drafts,  and  Mercantile 
Bills  of  Exchange,  payable  after 

date  583,696 

In  Cheques  on  bankers,  &c.,  payable 

on  demand 357,715 

In  Country  bankers'  notes 9,627 

In  Bank  of  England  Notes 68,554 

In  Gold    28,089 

In  Silver  and  Copper  1,486 

In  Poet  Office  (htters  938 


900,938 


99,062 
£l,000,aX) 


PAYMENTS. 

£  £ 

By  Bills  of  Exchange,  payable  after 

date  802,674 

By  Cheques  on  London  Bankers  ...  663,672 

— —      966  S46 

By  Bank  of  England  Notes   22,743 

By  Gold   9,427 

By  Silver  and  Copper 1,484 

83,654 

£1,000,000 


Here  we  have  it  shewn  that  in  this  great  honse, 
which  there  is  no  reason  to  suppose  we  may  not 
consider  a  fair  representative  of  commerce  in 
general,  it  appears  that  in  receipts,  gold  and 
silver  only  entered  to  the  extent  of  3  per  cent., 
and  Bank  of  England  notes  to  the  amount  of  less 
than  7  per  cent.;  the  remaining  90  per  cent, 
being  entirely  in  credit.  Of  the  payments,  gold 
and  silver  were  only  1  per  cent.,  and  bank  notes 
2  per  cent.,  the  remaining  97  per  cent,  being 
effected  by  pure  credit.  In  Scotland  specie 
enters  even  in  a  far  less  degree  into  payments. 
This  will  give  some  idea  of  the  stupendous  power 
of  credit  in  this  country. 

The  Opinions  of  variowt  Writers  on  the.  Nature 
and  Extent  of  the  Currency* 

Within  the  last  thirty  or  forty  years  strong 
differences  of  opinion  have  manifested  themselves 
among  economists  as  to  the  nature  and  extent  of 
the  currency.  It  may  be  said,  we  thmk,  that 
these  discordances  have  arisen  from  writers  not 
well  ascertaining  the  true  philosophical  import 
of  the  terms  they  nse.  We  shall  now  place 
before  our  readers  the  opinions  of  various  persons 
of  eminence  on  the  subject.  Whenever  we  clearly 
understand  that  the  true  function  of  the  currency^ 
or  circtdating  medium^  is  to  circulate  commodities, 
&c.,  i.ff.,  to  obviate  the  necessity  of  barter,  or 
exchange,  by  substituting  a  pledge  of  foture 
payment  of  some  sort  in  place  of  an  actual 
equivalent,  there  can  be  no  reasonable  donbt  but 
that  currency  must  include  money  and  credit  in 
all  its  shapes  and  forms;  and  such  was  the 
opinion  of  speakers  and  writers  until  a  compara- 
tively recent  period,  when  an  influential  sect 
sprung  up,  who  restricted  the  term  currency  to 
money  and  bank  notes  payable  to  bearer  on 
demand,  and  excluded  all  other  form's  of  credit 
from  it. 

We  shall  first  place  before  our  readers  the 
opinions  of  several  writers  who  held  the  former 
opinion,  and  then  examine  the  opinions  of  those 
who  hold  the  latter  view,  and  the  reasons  they 
allege  in  snppor  tof  it. 


The  diflcnssions  on  the  nature  of  cmreiicy  had 
not  arisen  in  Smith's  time.  The  name  itself  was 
new.  What  we  call  paper  currency  he  vaiially 
calls  paper  money,  which  is  an  enxN*,  the  two  beuig 
very  different.  But  it  is  manifest  thai  lie  in- 
clndes  all  forms  of  credit  under  the  title  of 
money,  or  currency. 

We  have  already  shown  under  Cbsdit,  §  231 — 
236,  that  Adam  Smith  includes  credit  under  the 
title  of  capital.    He  specifies  money  as  one  f(Min 
of  circulating  capital,  and  under   tlie  title  of 
money  he  includes  all  forms  of  paper  credit. 
Thus  he  says,  B.  II.,  c.  ii.— "Money,  therefore, 
the  great  wheel  of  circulation,  the  great  instro- 
ment  of  commerce,  like  all  other  instroments  of 
trade,  though  it  makes  a  part,  and  a  very  valu- 
able part  of  the  capital.'*    He  then  speaks  of 
the  substitution  of  paper  for  specie,  and  says, — 
"There    are  several    different   sorts  of  paper 
money  [currency] ;  but  the  circulating  notes  of 
banks  and  bankers  are  the  species  which  is  best 
known,  and  which  seem  best  adapted  for  this 
purpose."    Now,  what  can  the  other  species  of 
paper  currency  be,  except  bills  of  exchange,  &c  ? 
Cheques  had  only  just  begun  to  be  used   in 
London  a  few  years  before  the  publication  of  the 
Wealth  of  NationSf  and  the  probability  is  that 
Adam  Smith  had  never  seen  a  cheque  when  he 
wrote  his  work,  but  manifestly  they  are  included 
under  his  designation.    In  B.  III.,  c.  L,  he  says, 
— "  The  great  commerce  of  every  dvilised  society 
is  that  carried  on  between  the  inhabitants  of  the 
town  and  those  of  the  country.    It  consists  in 
the  exchange  of  rude  for  manufactured  produce, 
either  immediately,  or  by  the  intervention  of 
money,  or  of  some  sort  of  paper  which  repre- 
sents money.'*    Now  what  sort  of  paper,  besides 
bank  notes,  does  this  mean,  but  bills  of  exchange 
and  cheques  ? 

The  controversies  about  the  meaning  of  cur- 
rency and  circulating  medium  seem  to  have  b^^nn 
about  the  time  of  the  Bank  Bestriction  Act,  in 
1797.  In  the  debate  on  that  measure  f^PoHL 
Hiet  vol.  xxxiiL  p.  340),  Mr.  Fox  sud  tiiat  he 
wished  "  that  gentlemen  instead  of  amusing  them- 
selves with  new  terms  of  circulating  mediitm  and 
the  like."  In  his  reply  Mr.  Pitt  said,  "  As  so 
much  had  been  said  on  the  nature  of  a  circulating 
medium,  he  thought  it  necessary  to  notice  that  be 
did  not,  for  his  own  part,  take  it  to  be  of  that  em- 
pirical kind  which  had  been  generally  described. 
It  appeared  to  him  to  consist  in  anything  that 
answered  the  great  purposes  of  trade  and  com- 
merce, whether  ifi  specie^  paper^  or  any  other  term 
that  might  be  usetL**  Hence  we  see  that  Mr.  Pitt 
expressly  included  all  forms  of  Credit  under  the 
term  Circulating  Medium. 

The  next  writer  we  may  cite  is  Mr.  Henry 
Thornton,  one  of  the  authors  of  the  Bullion 
Report.  In  his  Inquiry  into  the  Nature  and 
Effects  of  the  Paper  Credit  of  Great  Britain^  he 
says,  p.  40 — "  A  multitude  of  bills  pass  between 
trader  and  trader  in  the  country  in  the  manner 
which  has  been  described;  and  they  evidently 
form,  in  the  strictest  sense,  a  part  of  the  circu- 
lating medium  of  the  country."  And  in  a  note 
on  this  passage  he  says — "Mr.  Boyd,  in  his 
publication  addi*essed  to  Mr.  Pitt  on  the  subject 
of  the  Bank  of  England  issues,  propagates  the 
same  en*or  into  which  many  others  have  fallen, 
of  considering  bills  as  no  part  of  the  circulating 
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medium  of  the  comitrj.'*  After  quoting  a  passage  |  debt ;  the  payment  of  a  bill  of  exchange  is  not 
from  Mr.  Boyd,  which  is  given  below,  he  says— 
**  It  will  be  seen,  in  the  progress  of  this  work, 
that  it  was  necessary  to  clear  away  mach  con- 
fusion which  has  arisen  from  the  want  of  a 
sufficiently  fidl  acquaintance  with  the  several 
kinds  of  paper  credit,  and  in  particular  to  remove, 
by  a  considerable  detail,  the  prevailing  errors 
respecting  the  nature  of  bills,  before  it  could  be 
possible  to  reason  properly  upon  the  effects  of 
paper  credit." 

We  may  next  quote  from  a  speech  of  the 
Marquis  of  Titchfield,  in  1822,  on  Mr.  Western's 
motion  regarding  the  Act  of  1819.  He  said — 
"Economy  of  money  was  by  contrivances  to 
spare  the  use  of  it,  according  to  the  description 
of  his  right  honourable  friend,  by  substitutions 
for  the  precious  metals  in  the  shape  of  voluntary 
credit.  Every  new  contrivance  of  this  kind,  and 
every  one  improved,  had  that  tendency.  When 
it  was  considered  to  how  great  an  extent  these 
contrivances  had  been  practised,  in  the  various 
modes  of  verbal^  book^  and  circulating  credits,  it 
was  easy  to  see  that  the  country  had  received  a 
great  addition  to  its  currency.  This  addition  to 
the  currency  would,  of  course,  have  the  same  effect 
as  if  gold  had  been  increased  from  the  mines.** 
Here,  therefore,  we  see  it  explicitly  stated  that 
credit  in  all  its  shapes  and  forms  was  inde- 
pendent exchangeable  property,  of  the  value  of^ 
andproducing  the  same  effects  as  gold. 

We  may  now  consider  the  opinions  of  those 
writers  who  have  taken  a  different  view  of  the 
matter. 

Mr.  Walter  Boyd  is  the  first  that  we  are  aware 
of  who  confined  the  term  currency  to  money  and 
bank  notes.  He  says  (Letter  to  Mr,  Pitt,  p,  2 J 
— '*  By  the  words  *  means  of  circulation,'  '  circu- 
lating medium,'  and  *  currency,'  which  are  used 
almost  as  synonymous  terms  in  this  letter,  I  under- 
stand always  ready  money,  whether  consisting  of 
bank  notes  or  specie,  in  contradbtinction  to  bills 
of  exchange.  Navy  bills,  Exchequer  bills,  or  any 
other  negotiable  paper,  which  form  no  part  of 
the  circulating  medium,  as  I  have  always  under- 
stood the  term.  The  latter  is  the  circulator ;  the 
former  are  merely  objects  of  circulation.** 

A  few  traces  of  this  opinion  may  be  discovered 
in  certain  writers  after  this  period ;  but  as  this 
view  was  most  prominently  brought  forward 
before  the  Committee  of  1840,  we  may  pass  at 
once  to  that. 

Mr.  J.  B.  Smith,  President  of  the  Chamber  of 
Commerce  of  Manchester,  said  that  he  thought 
circulation  and  currency  were  the  same  (Q.  40)  ; 
that  deposits  were  currency,  which  was,  in  fact, 
another  word  for  liabilities. 

Q.  70.  ifr.  O'Conw//— "There  is  another 
description  of  paper  in  circulation,  namely,  bills 
of  exchange ;  do  yon  include  those  also  in  your 
description  of  the  currency  ? — I  do  not  consider 
bills  of  exchange  as  currency. 

Q.  71.  "  What  is  the  difference  between  a  bill 
of  exchange  which  is  passing  from  hand  to  hand 
and  commanding  property  in  return  for  it,  and  a 
bank  note  which  is  performing  the  same  functions, 
supposing  each  to  be  for  £100?— I  consider  a 
bill  of  exchange  to  be  a  debt. 

Q.  72.  "  Is  not  a  bank  note  a  debt  ?— The  dif- 
ference between  a  bill  of  exchange  and  cmTency 
would  be  this,  that  currency  wodd  discharge  the 


the  discharge  of  a  debt  till  it  is  due. 

Q.  78.  Mr.  Smith— '^''  Supposing  this  case  to 
happen,  that  the  same  bill  of  exchange  passed 
through  a  banker's  hands  six  times  in  one  day  on 
the  account  of  different  persons  having  accounts 
with  this  bank,  should  you  not  say  that  that  bill 
of  exchange  discharged  the  fimctions  of  currency  P 
— It  is  a  mere  transfer,  after  all,  from  hand  to 
hand,  with»  every  time  it  is  endorsed,  an  additional 
security. 

Q.  79.  '*  Supposing  it  not  to  be  endorsed,  can 
you  point  out  the  difference  between  that  and  a 
Bank  of  England  note  P— The  difference  between 
a  Bill  of  Exchange  and  a  Bank  of  England 
note  in  any  transaction,  is,  that  a  Bill  of  Ex- 
change is  a  debt,  and  it  continues  a  debt  till  it  is 
discharged  by  a  Bank  of  England  note,  or  by 
some  other  currency,  which  is  a  full  discharge  of 
the  debt. 

Q.  80.  Sir  R.  Peel—''  What  does  a  Bank  of 
England  note  profess  upon  the  face  of  it ;  is  it 
not '  I  promise  to  pay  P ' — Precisely  so. 

Q.  81.  "Is  not  that  evidence  of  a  debtP — 
Certainly,  but  it  is  legal  tender. 

Q.  82.  "  Supposing  a  law  were  passed  per- 
mitting a  gold  circulation  to  continue,  and  pro- 
hibiting the  issue  of  notes  by  the  Bank,  do  yon 
not  think  the  measure  which  traders  would  resort 
to,  would  be  to  supply  the  deficiency  by  Bills  of 
Exchange  ? — It  is  probable,  it  might  be  so. 

Q.  83.  "  Would  not  they  answer  the  purposes  of 
Currency  P — Bills  of  Exchange  do  not  perform 
the  functions  of  Currency,  but  they  are  instru- 
ments by  which  commodities  are  exchanged, 
equally  with  every  other  mode  of  Credit,  but 
requiring  money  for  their  discharge. 

Q.  84.  "Though  there  is  a  difference  in  the 
nature  of  the  transactions  between  the  issue  of  a 
note,  payable  on  demand,  and  the  passing  of  a 
bill  of  exchange,  is  there  any  substantial  differ- 
ence in  their  sensible  effect  on  the  currency  of  the 
country  P — I  do  not  think  that  Bills  of  Ex- 
change affect  the  Currency,  though  the  Currency 
has  a  very  important  influence  on  Bills  of  Ex- 
change. 

Q.  87.  "Do  not  you  recollect,  that  during 
the  Bank  restriction  law,  there  did  not  remain  a 
circulation  of  Bank  of  England  notes  in  parts  of 
Lancashire  for  the  discharge  of  small  payments, 
but  that  in  point  of  fact,  the  great  commercial 
transactions  of  Lancashire  were  carried  on  by  the 
intervention  of  Bills  of  Exchange,  performing 
the  ordinary  functions  of  currency  by  means  of 
promissoi'y  notes  P — Unquestionably,  and  a  very 
large  amoimt  of  these  payments  are  still  in  ex- 
istence. 

Q.  88.  "  When  payments  do  take  place  by  these 
means,  do  not  bills  of  exchange  answer,  in  a  gi'eat 
measure,  the  functions  of  promissory  notes,  though 
there  is  a  difference  in  the  character  of  the  trans- 
action between  a  bill  of  exchange  and  a  promissory 
note  P — Yes,  they  are  a  medium  for  the  exchange 
and  distribution  of  commodities,  no  doubt. 

Q.  89.  "  They  are  the  representatives  of  com- 
modities P —  Yes;  they  are  representatives  of 
transactions  in  commodities." 

Q.  90.  "Then  are  they  not  currency  P— No,  I 
do  not  think  that  follows. 

Q.  9L  Mr.  O'Conn^tt—**  What  is  currency  but 
an  instrument  of  Exchange  P — It  is  an  instrument 
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of  exchange,  bnt  it  is  an  equivalent  also  for  com- 
modities. 

Q.  92.  *•  A  bill  of  exchange  performs  that 
fnnction,  it  assists  to  exchange  commodities? — 
Yes,  a  bill  of  exchange  assists  in  the  exchange 
and  distribution  of  commodities. 

Q.  93.  "  Then  it  has  that  function  of  currency  ? 
— Yes,  it  has. 

Q.  94.  **  Then  having  that  function  of  currency, 
which,  perhaps,  is  the  only  fduction,  can  you  dis- 
tinguish that  from  cun-ency  ?  What  is  there  in 
your  mind  to  induce  you  to  say  that  that  is  not 
currency  which  performs  the  functions  of  cur- 
rency?— I  have  already  explained  that  the 
difference  between  a  bill  of  exchange  and  cur- 
rency is  this,  that  the  one  discharges  a  debt  and 
the  other  does  not. 

Q.  95.  Mr.  Warburton—**  If  a  party  receiving 
a  bill  of  exchange  indorsed,  were  to  give  a  receipt 
in  full  for  the  payment  of  the  debt,  would  not 
that  bill  of  exchange  perform  precisely  the  same 
functions  as  a  bank  note  does? — les,  but  it 
would  be  merely  a  party  consenting  to  accept  a 
debt  due  from  another  person  in  full  discharge  of 
the  debt  due  to  himself. 

Q.  96.  Mr,  Herries — "Is  not  that  a  very  com- 
mon proceeding  in  trade  ? — I  am  not  aware  of 
that ;  if  I  am  asked  whether  parties  accept  bills 
of  exchange  for  debts,  that  is  a  fact,  but  whether 
they  accept  them  in  full  discharge  of  a  debt  con- 
tracted, I  am  not  aware. 

Q.  97.  Mr,  Oigbome-^*'''  Do  you  consider  a  £10 
note  of  a  country  bank,  a  joint  stock  bank,  to 
rank  under  currency,  or  to  rank  under  bills  of 
exchange  ? — Under  currency. 

Q.  98.  Mr,  Grote-^  "  Suppose  there  was  a  seven 
day  post  bill  issued  by  a  banker,  would  you  con- 
sider that  a  part  of  the  currency  ? — No. 

Q.  99.  Mr,  Lahouchere — **  Suppose  it  was  a 
seven  day  post  bill  issued  by  the  Bank  of 
England  ? — No,  not  until  discharged. 

Q.  100.  Mr,  O'Contiell — "A  cheque  on  the 
Bank  is  cun-ency  in  liondon,  is  it  not? — ^It  per- 
forms the  function  of  currency ;  it  is  a  transfer  of 
currency  from  one  to  another. 

Q.  118.  Mr,  TVtfod— "Will  you  define  what 
you  mean  as  constituting  the  entire  cun*eucy  of 
the  country  ? — I  should  define  currency  to  be  gold 
and  silver,  or  the  promises  of  bankers  to  pay  on 
demand,  which  either  constitute  a  legal  tender,  or 
which  the  public  ai*e  willing  to  accept  in  lieu  of 
coin  in  discharge  of  debts ;  I  consider  the 
currency  in  this  country  to  consist  first  of  coin  in 
circulation  ;  secondly,  of  Bank  of  England  notes 
issued  against  bullion,  and  of  Bank  of  England 
notes  issued  against  securities ;  thirdly,  of  deposits 
in  the  Bank  of  England,  payable  on  demand,  the 
same  as  bank  notes ;  fourthly,  of  notes  issued  by 
the  Country  Banks;  and  fifthly,  of  deposits  in 
country  banks  in  their  own  notes,  which  are  of 
the  same  character  as  deposits  in  the  Bank  of 
England." 

As  to  the  meaning  of  deposits,  and  the  general 
confusion  as  to  the  way  in  which  they  arise,  see 
Deposit.  The  witness  was  further  examined  at 
immense  length,  but  the  above  gives  the  substance 
of  his  opinions. 

Mr.  CoBDEN  was  of  opinion  that  no  inflation  of 
the  currency  would  arise  from  bills  of  exchange, 
provided  the  money  of  the  counti*y  were  not 
previously  inflated.    There  is  a  great  distinction 


between  a  bill  of  exchange  and  a  bank  note.  A 
bill  of  exchange  follows  the  trading  transaction, 
and  is  merely  a  voucher  for  the  transaction,  in  the 
shape  of  a  transfer  of  the  debt,  or  an  acknow- 
ledgment of  the  debt ;  bnt  a  bank  note  put  into 
circulation  either  in  the  purchase  of  pablic  secu- 
rities or  in  a  loan,  or  in  any  other  way,  goes  to 
the  artificial  creation  of  commercial  transactions, 
and  is  not  itself  necessarily  originated  by  the 
transaction.  Bills  of  exchange  can  multiply 
only  in  ^proportion  to  commercial  transactions, 
provided  the  currency  be  kept  as  a  metallic 
currency. 

Mr.  Cobden  said  that  with  a  metallic  cnrrency 
there  would  be  no  risk  of  any  great  extent  of 
accommodation  bills ;  an  opinion  which  we  think 
is  scarcely  warranted  by  the  reality. 

Q.  572.  Mr,  Smith— ^^  Inasmuch  as  bills  of  ex- 
change are  used  at  Manchester  as  an  instrument 
of  exchange,  do  they  not  form  part  of  the  cur- 
rency?— ^No;  I  have  defined  currency  to  be 
money ;  I  cannot  call  a  bill  of  exchange  money ; 
it  is  a  promise  to  pay  money  at  a  certain  time, 
and  it  is  a  security  only  for  a  certain  time,  after 
which  all  securities  are  forfeited." 

Mr.  W.  R.  Wabd  (Q.  674)  considered  currency 
to  be  coined  gold,  silver,  and  copper,  and  notes 
payable  on  demand,  issued  by  the  Bank  of  Eng- 
land and  country  banks. 

Mr.  RicHABD  Page  understood  currency  to 
mean  the  current  money  of  a  country,  in  which 
debts  are  discharged  and  commodities  purchased 
and  sold,  and  consisted  of  Bank  of  England 
notes  and  gold  and  silver.  CJountry  bank  notes 
he  considered  only  to  be  money  by  courtesy.  He 
included  deposits  in  the  Bank  of  England ;  bnt 
as  he  gave  to  the  word  "deposit"  an  inaccurate 
meaning,  we  do  not  know  what  he  would  have 
done  if  he  had  understood  the  real  meaning. 

Mr.  Gkobge  Warde  Norman,  a  Director  of 
the  Bank  of  England,  was  asked : — 

Q.  1691.  "Are  there  any  grounds  for  consi- 
dering the  deposits  of  the  Bank  of  England  as 
currency  ? — Wo,  I  think  not. 

Q.  1692.  "Do  you  consider  that  any  deposits, 
merely  in  their  'character  of  deposits,  can  be 
considered  as  cnn'ency  ?    No,  I  do  not. 

Q.  1693.  "  Will  you  state  what,  in  your  opinion, 
forms  the  distinction  between  currency  and  depo- 
sits ? — I  consider  that,  looking  broadly  at  deposits 
and  currency  they  are  quite  distinct ;  they  have 
little  to  do  with  each  other ;  but  1  conceive  that 
the  use  of  deposits  is  one  of  the  banking  expe- 
dients, which  is  available  for  economising  currency, 
along  with  a  great  many  others.  I  do  not 
consider  them  as  currency  or  money.  I  ought 
to  observe,  perhaps,  to  the  Committee,  that  I 
employ  the  words  'money*  and  *  currency'  as 
synonymous.  Deposits  are  used  by  means  of 
transfers  made  in  the  books  of  bankers;  and 
these  afibrd  the  means  of  adjusting  and  settling 
transactions,  and  pro  tanto  dispense  with  a  certain 
quantity  of  money ;  or  they  may  be  set  off  against 
each  other,  from  one  banker  to  another,  to  a 
certain  extent,  and  thus  produce  the  same  effect. 
Still  they  possess  the  essential  qualities  of  money 
in  a  very  low  degree. 

Q.  1694.  "Do  you  entertain  a  similar  opinion 
as  to  bills  of  exchange ?— Yes,  exactly;  I 
think  they  are  also  used  to  economise  currency ; 
I  look  upon  them   as  banking  expedients  for 
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that  purpose;  bat  they  do  not  possess  fully  the 
qualities  which  I  consider  money  to  possess. 

Q.  1695.  "  Will  you  explain  the  difference  be- 
tween the  functioDS  which  money  will  perform, 
and  those  which  bills  of  exchange  or  deposits 
will  perform? — To  answer  that  question  fully, 
one  must,  I  am  afi-aid,  take  rather  a  wide  view ; 
but  I  look  upon  it  that  the  three  most  essential 
qualities  money  should  possess  are,  that  it  should 
be  in  universal  demand  by  everybody  in  i^l  times 
and  all  places  ;  that  it  should  possess  fixed  value ; 
and  that  it  should  be  a  perfect  numerator.  There 
are  other  qualities;  but  I  think  these  are  the 
most  essential.  Now,  when  I  look  at  all  banking 
expedients,  £  find  they  do  not  possess  these 
qualities  fully.  They  possess  them  in  a  very  low 
degree ;  and  therefore,  as  we  see  took  place  in  the 
autumn  of  1835,  with  a  very  large  increase  of  the 
deposits  of  the  Bank,  the  circulation  diminished, 
and  there  was  every  appearance  of  the  effects  of 
contraction;  there  was  an  Increased  infiux  of 
treasure,  and  I  conceive  from  that  there  were 
lower  prices.  By  a  numerator  I  mean  that 
Tfhich  measures  the  value  of  other  commodities 
with  the  greatest  possible  facility.  If  we  look 
at  all  these  banking  expedients,  we  see  that  they 
possess  the  three  qualities  which  I  have  mentioned 
iu  a  very  much  lower  degree. 

Q.  1696.  «' Will  you  state  in  what  respect?— 
I  can  only  take  them  one  by  one.  A  bill  of  ex- 
change is  an  instrument  commonly  payable  at 
some  future  time,  at  a  certain  place,  and  to  some 
particular  individual ;  it  is  of  no  use  to  any  other 
individual  except  it  is  indorsed  to  him ;  a  man 
cannot  go  into  a  shop  with  a  bill  of  exchange  and 
buy  what  he  wants;  he  could  not  pay  his 
labourers  with  a  bill  of  exchange.  The  same 
with  a  banker's  deposit,  he  can  do  nothing  of  that 
sort  with  thai ;  he  can  do  with  less  money  than 
he  would  otherwise  employ,  if  he  has  bills  of  ex- 
change, or  bankers*  deposits ;  but  he  cannot,  with 
bills  of  exchange  and  bankers'  deposits,  do  what« 
ever  he  could  with  sovereigns  and  shillings.  By 
a  banker's  deposit,  I  mean  a  credit  in  a  banker's 
books ;  nothing  more  nor  less  than  that." 

Mr.  Samtibl  Joii£s  Lotd,  now  Lord  Oveb- 
STONB,  was  asked : — 

Q.  2655.  **What  is  it  that  you  include  in  the 
term  circulation  ? — I  include,  in  the  term  circula- 
tion, metallic  coin,  and  paper  notes  promising  to 
pay  the  metallic  coin  to  bearer  on  demand. 

Q.  2661.  "In  your  definition  then,  of  the  word 
circulation,  you  do  not  include  deposits  ?— No,  I 
do  not. 

Q  2662  **Do  you  Include  bills  of  exchange? 
— No,  I  do  not. 

Q.  2663.  '*  Why  do  you  not  include  deposits  in 
your  definition  of  circulation  ? — To  answer  that 
question,  I  believe  I  must  be  allowed  to  revert  to 
first  principles.  The  precious  metals  are  dis- 
tributed to  the  different  countries  of  the  world  by 
the  operation  of  particular  laws,  which  have 
been  investigated  and  are  now  well  recognised. 
These  laws  allot  to  each  country  a  certain  portion 
of  the  precious  metals,  which,  while  other  things 
remain  unchanged,  remains  itself  unchanged. 
The  precious  metals  converted  into  coin  consti- 
tute the  money  of  each  country.  That  coin  cir- 
culates sometimes  in  kind ;  but  in  highly  advanced 
countries,  it  is  represented  to  a  certain  extent  by 
paper  notes,  promising  to  pay  the  coin  to  bearer 


on  demand ;  those  notes  being  of  such  a  nature  in 
principle,  that  the  increase  of  them  supplants  coin 
to  an  equal  amount.  Where  those  notes  arc  in 
use,  the  metallic  coin  together  with  those  notes, 
constitute  the  money  or  currency  of  that  country. 
Now  this  money  is  marked  by  certain  distinguish- 
ing characteristics;  first  of  all,  that  its  amount  is 
determined  by  the  laws  which  apportion  the 
precious  metals  to  the  different  countries  of  the 
world ;  secondly,  that  it  is  in  every  country  the 
common  measure  of  the  value  of  all  other  com- 
modities, the  standard  by  reference  to  which  the 
value  of  every  other  commodity  is  ascertained, 
and  every  contract  fulfilled ;  and  thirdly,  it 
becomes  the  common  medium  of  exchange  for  the 
adjustment  of  all  transactions  equally  at  all  times, 
between  all  persons,  and  in  all  places.  It  has 
fni-ther  the  quality  of  discharging  these  functions 
in  endless  succession.  Now  I  conceive  that 
neither  deposits  nor  bills  of  exchange  in  any  way 
whatever  possess  these  qualities.  In  the  first 
place,  the  amount  of  them  is  not  determined  by 
the  laws  which  determine  the  amount  of  the 
precious  metals  in  each  country ;  in  the  second 
place,  they  will  in  no  respect  serve  as  a  common 
measure  of  value,  or  a  standard  by  reference  to 
which  we  can  measure  the  relative  value  of  all 
other  commodities ;  and,  in  the  next  place,  they 
do  not  possess  that  power  of  univei-sal  exchange- 
ability which  belongs  to  the  money  of  the 
country.  If  the  committee  will  allow  mo  to 
refer  to  it,  there  is  a  passage  in  the  report  of  the 
French  Chambers  which  has  recently  been  ap- 
pointed to  inquire  into  a  subject  very  similar  to 
that  which  this  committee  is  now  investigating, 
which  seems  to  me  to  put  the  point  of  the  uni- 
versal exchangeability  of  money  Ina  veiy  striking 
way.  *  Si  Ton  r^flcchit  en  effet  aux  innombrables 
transactions  commcrciales  qui  s'operent  chaque 
jour,  depuis  cellcs  qui  doivent  fonrnir  aux  plus 
modestes  consommations  jusqu'a  celles  qui  multi- 
plient  les  speculations,  les  plus  entrepreuantes  du 
commerce  international,  on  s'aper^oit  ais^meut 
qu'elles  ne  s'accompliraient  pas  sans  le  secours 
d'une  valeur  in  termed  iaire  qui  puisse  ^tre  mise 
successivement  en  rapport  avec  toutes  les  autres 
valeurs,  et  servir  entre  elles  de  moyen  d'estimation 
et  d'6change.' 

Q.  2664.  "Why  do  you  not  include  bills  of 
exchange  in  circulation  ? — I  exclude  bills  of 
exchange  for  precisely  the  same  reasons  that  I 
have  stated  in  my  former  answer  for  excluding 
deposits.  There  is  another  passage  in  the  same 
report  which  appears  to  me  to  shew  very  clearly 
that  the  French  Chamber  have  fully  appreciated 
the  distinction  between  bills  of  exchange  and 
money.  *  Tout  engagement  par  toit  de  payer 
une  somme  dUe  a  pu  devenir  ce  signe  du  nume- 
raire ;  le  signe  a  acquis  quelques-un  des  advan- 
tages de  la  monnale  circulante,  lorsque,  conime 
le  billet  k  ordre  et  la  lettre  de  change,  il  a  pu 
6tre  transmis  par  la  voie  facile  et  prompte  de 
Tendorssment.  Mais  que  d'entraves  encore  I  II 
ne  reprdsente  pas  11  tout  moments  pour  son  d6- 
tenteur  la  somme  pour  laquelle  il  a  it&  souscrit 
elle  pent  n'§tre  payable  qu'  k  un  terme  eloigne, 
pom-  le  rcaliser  immediatement  il  serait  nccessaire 
de  la  c6der.  Trouvera-t-on  quelqu'un  qui  soit 
assez  confiant  pour  Taccepter  ?  On  ne  le  trans- 
mettra  qu'en  le  garantissant  de  sa  signature; 
c'cst  une.  obligation  eventuolle  que  Ton  contincte 
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soi-m^me,  et  sons  le  poids  de  laqnelle  Jnsqu^an 
jonr  de  r^cbcance,  on  sentira  son  credit  g@n^. 
On  n*est  pas  toujom-s  dispose  II  r^y^ler  la  nature 
de  ses  affaires  par  les  signatures  que  Ton  met  en 
circulation  ces  inconv^nients  devaient  conduire  h 
trouver  un  signe  de  numdraire  plus  actif  encore 
et  plus  commode,  qui  participat,  comme  la  lettre 
de  change  et  billet  k  ordre,  des  qualit^s  de 
numeraire  mi^tallique,  puisqu^il  n*a  d*autre  m6rite 
que  de  le  representer  mais  qui  permit  de  s^en 
procurer  k  tout  moment ;  qui,  comme  la  pi^ce  de 
monnaie  se  transmit  de  main  en  main,  sans  avoir 
besoin  d*^trc  garanti,  sans  laisscr  de  traces  de  son 
passage.  Le  billet  au  portenret  ^  vue,  emis  par 
des  associations  puissantes,  form^es  sous  Tautori- 
sation  et  agissant  sous  la  surveillance  continuelle 
des  gouvernements  a  paru  pr^enter  ces  avan- 
tages.    De  la  les  banques  de  circulation/ 

Q.  2665.  "Under  similar  circumstances, will 
the  aggregate  amount  credited  to  depositors  in 
bankers*  books  bear  some  relation  to  the  quantity 
of  money  in  the  country  ? — During  temporary 
fluctuations  in  the  amount  of  circulation,  all 
other  things  remaining  unchanged,  I  conceive  the 
amount  of  deposits  will  be  affected  by  such 
fluctuations. 

Q.  2666.  "  Is  the  amount  of  bills  of  exchange 
dependent  in  some  degree  on  the  quantity  of 
money  P — ^I  apprehend  that  it  is  dependent  in  a 
very  great  degree.  I  consider  the  money  of  the 
country  to  be  the  foundation,  and  the  bills  of  ex- 
change to  be  the  superstructure  raised  upon  it.  I 
conceive  that  bills  of  exchange  are  an  important 
form  of  banking  operations  and  the  circulation 
of  the  country  is  the  money  in  which  these  ope- 
rations are  to  be  adjusted ;  any  contraction  of 
the  circulation  of  the  country  will  of  course  act 
upon  credit;  bills  of  exchange  being  an  im- 
portant form  of  credit  will  feel  the  effect  of  that 
contraction  in  a  very  powerful  degree ;  they  will 
in  fact  be  contracted  in  a  much  greater  degree 
than  the  paper  circulation. 

Q.  2667.  Sir  Robert  Peel--''  What  are  the 
elements  which  constitute  money,  in  the  sense 
in  which  you  use  the  expression  'quantity  of 
money  ?  *  What  is  the  exact  meaning  you  attach 
to  the  words  *  quantity  of  money — quantity  of 
metallic  currency  ? ' — When  I  use  the  words  quan- 
tity of  money,  I  mean  the  quantity  of  metallic  coin 
and  of  paper  notes,  promising  to  pay  the  coin  on 
demand,  which  are  in  circulation  in  this  country. 

Q.  2668.  "Paper  notes  payable  by  coin? — 
Yes. 

Q.  2669.  "  By  whomsoever  issued  ? — ^Yes. 

Q.  2670.  "  By  country  banks  as  well  as  other 
banks  ? — ^Yes. 

Q.  2671.  Chairman — **  Would  this  superstruc- 
ture, consisting  of  sums  credited  to  depositors  in 
bankers*  books  and  bills  of  exchange,  equally 
exist,  although  no  notes  payable  in  coin  on 
demand  existed  in  the  country  ? — Yes,  I  appre- 
hend that  every  question  with  respect  to  deposits, 
and  with  respect  to  bills  of  exchange,  is  totally  dis- 
tinct from  the  question  which  has  reference  to  the 
nature  of  the  process  of  substituting  promissory 
notes  in  lieu  of  coin,  and  of  the  laws  by  which 
that  process  ought  to  be  governed.  If  the  pro- 
missory notes  be  properly  regulated,  so  as  to  be 
at  all  times  of  the  amount  which  the  coin  would 
hare  been,  deposits  and  bills  of  exchange,  what- 
ever changes  they  may  undergo,  would  sustain 


those  changes  equally,  either  with  a  metaDie 
currency,  or  witii  a  paper  currency  property 
regulated ;  consequently,  every  investigaticoi  res- 
pecting their  character  or  amonni  is  a  diadnrt 
question  from  that  which  has  reference  only  to 
the  substitution  of  the  paper  notes  for  coin. 

Q.  2672.  "There  would  be  no  reason  whv,  if 
there  were  no  notes  payable  in  coin  on  demand, 
the  amount  of  this  superstructure  should  be  leas 
than  it  now  is,  with  a  mixed  circulation  of  specie 
and  of  notes  payable  on  demand  ? — ^None  what- 
ever. I  apprehend  that,  upon  the  snppontioa 
that  the  paper  notes  are  kept  of  the  same  amount 
as  the  metallic  money,  the  question  of  the  super- 
structure, whether  of  deposits  or  of  bills  of  ex- 
change, remains  precisely  the  same. 

Q.  2673.  "That  answer  takes  for  granted 
that,  in  the  first  case,  the  metallic  correncj,  and 
in  the  second  case  the  metallic  currency,  pins  the 
notes  payable  on  demand,  are  the  same  in  quan- 
tity ?— Yes. 

Q.  2674.  Sir  Robert  Peel-^^  You  suppose  the 
notes  payable  on  demand  to  displace  an  amount 
of  coin  precisely  equal  to  those  notes? — ^They 
ought  to  do  so  under  a  proper  regulation  of  the 
paper  money,  otherwise  they  are  not  kept  at  the 
same  value  as  coin. 

Q.  2675,  Jfr.  ^«iwwrf—"  Would  you  considef 
that  the  superstructure  of  bills  of  exchange, 
founded  entirely  upon  a  metallic  currency,  might, 
at  particular  times,  become  unduly  expanded?** 
— ^The  answer  to  that  question  depends  entirely 
upon  the  precise  meaning  of  the  word  undnly,  I 
apprehend,  undoubtedly  that  it  is  perfectly  pos- 
sible that  credit,  and  the  consequences  which 
sometimes  result  fi'om  credit,  viz.,  overbanking 
in  sll  its  forms,  and  the  over-issue  of  bills  of 
exchange,  which  is  one  important  form  of  over- 
banking,  may  arise  with  a  purely  metallic  cur- 
rency ;  and  it  may  also  arise  with  a  currency 
consisting  jointly  of  metallic  money  and  paper 
notes  promising  to  pay  in  coin ;  and  I  conceive 
further,  that  if  the  notes  be  properly  r^u- 
lated,  that  is,  if  they  be  kept  at  the  amount 
which  the  coin  otherwise  would  be,  whatever 
over-banking  would  have  arisen  with  a  metallic 
currency,  would  arise  and  to  the  same^  extent, 
neither  more  or  less,  with  money  consisting  of 
metallic  coin  and  paper  notes  jointly. 

Q.  2676.  "May  not  overbanking  and  over- 
issue of  bills  of  exchange,  fonning  a  superstructure 
based  upon  money  composed  of  metal  and  paper 
notes,  derange  the  certainty  of  the  notes  being 
duly  paid  in  gold  ? — I  apprehend  that  if  the  paper 
notes  be  properly  regulated,  according  to  the 
sense  which  I  have  flready  attributed  to  that 
expression,  and  if  a  proper  proportion  of  gold  be 
held  in  reserve,  the  solidity  of  the  basis  cannot  be 
disturbed ;  that  is,  that  if  there  be  a  proper  con- 
traction of  the  paper  notes  as  gold  goes  out,  the 
convertibility  of  the  paper  system  will  be  effect- 
ually preserved  by  the  continually  increasing 
value  of  the  remaining  quantity  of  the  currency, 
as  the  contraction  proceeds. 

Mr.  TooKB  was  asked — ^**In  using  the  term 
'  circulation  *  of  the  Bank  of  England,  what  do 
you  include  in  that  term?— I  include  in  that 
term  only  the  Bank  notes  in  the  hands  of  the 
public.  In  order  to  avoid  confusion,  perhaps  the 
Committee  would  allow  me  to  state  the  meaning 
which  I  attach  to  the  different  terms  *  currency ' 
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and  *  clrctdating  medium.*    The  currency  I  con- 
sider to  be,  in  strictness  of  language,  according  to 
the  apparent  derivation  of  tlie  term,  that  part  of 
the  circulating  medium,  such  as  the  coin  of  the 
realm,  and  Bank  of  England  notes  and  country 
bank  notes  (although  not  a  legal  tender)  which 
pass  current  from  hand  to  hand,  without  indi- 
vidual signature,  such  as  appears  on  drafts  or 
endorsements.    I  am  doubtful  whether  cheques 
on  bankers  might  not  be  included,  from  their 
perfect  similarity  to  Bank  notes,  in  many  of  the 
purposes  for  which  they  are  employed;  at  the 
same  time  there  is  the  feature  of  distinction  which 
I  have  mentioned,  viz.,  that  cheques  require  the 
signature  of  the  party  passing  the  draft,  and  that 
they  do  not  pass  from  hand  to  hand.    Bills  of 
exchange  I  consider  as  a  part  of  the  general 
means  of  distributing  the  productions  and  re- 
venues of  the  country,  and  therefore  as  con- 
stituting a  part  of  the  circulating  medium.    I 
consider,  also,  that  the  simple  credit  by  which 
goods  are  in  many  instances  bought  and  sold, 
come  likewise  under  the  general  description  of 
the  circulating  medium,  in  as  far  as  the  prices 
of  commodities  are  in  question ;  because  a  simple 
contract  of  sale,  whether  any  payment  eventually 
passes  or  not,  is  commonly  entered  in  the  price 
currents  without  distinction  from  those  for  which 
any  actual  payment  is  made.    I  cannot  consider 
that   transferable    debts    constitute   circulating 
medium,  but  only  the  actual  transfers. 

Q.  3279.  **  What  do  you  mean  by  transferable 
debts  P — ^The  deposits  in  the  hands  of  bankers, 
against  which  the  depositors  are  entitled  to  pas^ 
their  drafts. 

Q.  3280.  Mr,  Orote — "You  include  not  simply 
transfers  of  deposits  in  the  hands  of  the  Bank  of 
England,  but  also  transfers  of  deposits  in  the 
hands  of  other  bankers?— Yes;  transfers  of  de- 
posits generally. 

Q.  3221.  Chairman — "Do  you  then  consider 
a  deposit  to  be  a  transferable  debt  owing  by  the 
banker  to  the  depositor  ? — Yes. 

Q.  3282.  "In  the  use  of  the  term  'currency' 
in  your  future  examination,  do  you  propose,  in 
addition  to  coin.  Bank  of  England  notes  and 
country  bank  notes,  to  include  cheques  upon 
bankers  ? — Yes ;  I  think  upon  the  whole  the  dis- 
tinction I  have  mentioned  is  not  sufficient  to 
exclude  them,  and  therefore  I  shall  propose  to 
consider  them  as  included. 

Q.  3283.  Mr.  Warhurtan — "  By  cheques,  you 
mean  cheques  actually  drawn,  and  passing  from 
one  person  to  another? — Yes;  that  which  is 
current  in  fact. 

Q.  3284.  "Will  you  be  good  enough  to  state 
what  you  propose  to  include  in  the  word  *  circu- 
lation *  in  the  course  of  your  future  examination  ? 
— I  propose  to  include  in  the  term  'circulation' 
the  notes  of  the  Bank  of  England,  and  of  country 
banks,  payable  on  demand. 

Q.  3285.  "  What  do  you  mean  by  '  circulating 
medium?' — I  mean  all  instruments  of  inter- 
change by  which  the  productions  and  the  revenue 
of  the  country  are  distributed;  every  thing  which 
serves  and  is  received  as  a  mode  of  payment,  or 
which  constitutes  nominal  money-price  which 
appeai*s  in  price  currents. 

Q.  3286.  "  Mr.  Grote—Th^TQ  is  the  currency 
and  there  are  also  certain  expedients  for  econo- 
mizing the  use  of  the  currency ;  you  would  call 


both  one  and  the  other  of  those,  portions  of  the 
circulating  medium  ? — Precisely. 

Q.  3287.  "  Do  you  include,  in  the  word  '  cur- 
rency,' bills  of  exchange  ? — ^No. 

3288.  "  If  you  include,  in  the  term  '  currency,' 
a  crossed  cheque  payable  at  a  banker's,  to  be 
presented  therefore  at  the  clearing  house,  and 
having  therefore  before  presentation  not  more 
than  seven  or  eight  hours  to  run,  why  is  it  that 
you  do  not  include  in  the  term  '  currency'  a  bill 
of  exchange  payable  also  at  a  banker's,  falling 
due  to-morrow,  and  having,  probably,  not  more 
than  about  24  hours  to  run  ? — It  is  only  a  ques- 
tion of  the  general  acceptation  of  the  term ;  there 
is  no  essential  distinction  in  the  particular  case. 
I  may  perhaps  be  allowed  to  say,  that  the  only 
question  as  to  the  employment  of  different  de- 
scriptions of  circulating  medium  is  referable  to 
the  combined  considerations  of  economy,  con- 
venience, and  security. 

Q.  3289.  "  If  the  cheque,  according  to  the  sup- 
position in  the  former  question,  be  included  in 
the  term  '  currency,'  will  not  a  bill  of  exchange 
due  to-day,  payable  at  a  banker's,  be  entitled  also 
to  be  included  in  that  term  ? — It  is  only  a  ques- 
tion of  convenience  in  the  classification;  I  am 
not  aware  that  it  is  of  any  importance  in  practical 
operation. 

Q.  3290.  "  Bills  of  Exchange  having,  previous 
to  maturity,  one,  two,  three,  four  or  more  days  to 
run,  differ  in  character  by  insensible  degrees 
from  a  crossed  cheque,  a  crossed  cheque  being 
that  bill  which  has  the  shortest  time  to  run  ? — 
They  differ  in  chai*actcr  by  insensible  degrees, 
and  likewise  in  the  trifling  difference  of  conve- 
nience from  their  not  being  used  till  maturity, 
unless  under  a  calculation  of  discount. 

Mr.  Tooke  then  started  a  theory  which,  like 
many  others,  is  true  in  some  cases,  ajid  which  we 
believe  he  was  the  first  to  notice,  but  which  he 
pushed  to  an  extreme,  which  drew  out  some  just 
strictures  from  Colonel  Torrens. 

Q.  3292.  Jl/r.  lfttmtf-"Will  you  state  what 
part  of  the  currency  or  circulating  medium  affects 
prices,  under  the  definitions  which  you  have 
now  given?— No  one  part  of  them  affects  the 
prices  of  commodities  more  than  any  of  the  other 
parts. 

Q.  3293.  Mr,  Orote — "Do  you  mean  not  more 
in  degree,  or  not  in  any  different  way?— Not 
more  in  degree. 

Q.  3294.  "You  mean  that  every  portion  of 
that  which  you  have  described  under  the  name 
'  circulating  medium '  is  perfectlv  equal  to  every 
other  portion  in  the  effect  which  it  produces  upon 
prices? — Perfectly  so. 

Q.  3295.  Mr,  ZTttm^— "Do  you  mean  that 
every  transaction  of  purchase  or  sale  by  any  of 
the  means  which  you  have  mentioned,  as  included 
in  the  circulating  medium,  equally  affects  prices  ? 
— Yes ;  and  that  was  my  reason  for  caring  so 
little  about  making  a  distinction  among  them ;  I 
doubt  whether  they  operate  upon  prices  at  all. 

Q.  3296.  Mr,  Orote^^'  You  mean  that  none 
of  these  items  which  you  have  enumerated  under 
the  general  term  '  circulating  medium '  have  in 
your  opinion  any  effect  upon  prices? — Yes;  I 
mean  that  they  are  not  operative  causes  of  prices. 
Q.  3297.  Mr,  Hume—''  What  is  it,  then,  which 
does  affect  prices?— The  cost  of  prod  action  limit- 
ing the  supply  on  the  one  hand,  and  the  pecuniai*y 
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means  of  the  consumer  limiting  the  demand  on 
the  other. 

Q.  3298.  ^'  Will  not  the  variations  in  the  quan- 
tity of  the  cii'cnlating  medinm  affect  prices? — 
No. 

Q.  3299.  "Will  it  not,  if  abundant,  be  more 
at  the  disposal  of  individuals  for  purchases  than 
when  it  is  scarce  ? — ^It  will  be  more  easily  dis- 
posable, but  it  will  not  be  necessarily  so  disposed 
of.  I  believe  that  the  amount  of  the  cu-culating 
medium  is  the  effect,  and  not  the  cause,  of  varia- 
tions in  prices." 

Such  are  the  various  opinions  and  arguments 
brought  forward  to  draw  a  distinction  between 
bills  and  notes  as  currency,  and  we  may  now 
examine  them  seriatim. 

I.  That  Bills  of  Exchange  are  only  the  Evidence 

of  a  Debt, 

This  is  equally  true  of  Bank  Notes,  and  we 
have  seen  that  money  itself,  by  the  acknowledg- 
ment of  a  long  series  of  writers,  is  itself  nothing 
more  than  the  evidence  of  debt.  It  is  a  general 
Bill  of  Exchange  upon  all  the  commercial  com- 
munity ;  and  is  only  the  highest  and  most  general 
form  of  credit.  The  payment  of  a  Bill  in  money 
is  (only  the  exchange  of  a  particular  and  pre- 
carious instrument  of  credit  for  a  general  and 
permanent  one. 

II*    That  Bills  of  Exchange  do  not  discharge 
Debts,  but  they  require  to  be  paid  in  Currency. 

It  is  a  very  great  error,  indeed,  to  say  that 
Bills  of  Exchange  do  not  discharge  debts.  We 
have  said  something  mor.e  below  about  the  effect 
of  taking  Bills  of  Exchange  for  debts.  But  Bills 
of  Exchange  the  day  they  become  payable,  are 
payable  on  demand  like  cheques  and  bank  notes, 
and  they  are  set  off  against  each  other  among 
bankers^  and  at  the  Clearing  House  In  London, 
to  the  amount  of  several  millions  daily.  They 
discharge  each  other  by  mutual  set-off,  just  in 
the  same  way  that  notes  and  cheques  do.  There 
are,  besides,  other  ways  in  which  Bills  are  paid, 
as  is  fully  shewn  under  Banks  §  32  and  Credit 
§  208.  A  Trader,  when  his  bills  become  due, 
discounts  fresh  bills  with  his  banker,  who  creates 
fresh  credit,  and  bills  ai*e  paid  by  giving  cheques 
on  this  credit 

Mr.  NoEMAN  said  that  money  or  cmTeucy 
should  possess  fixed  value,  and  be  a  perfect  nu- 
merator. But  how  can  money  or  any  thing  pos- 
sesa  fixed  value,  when  its  value  is  changing  from 
hour  to  hour? — An  instrument  of  credit  may 
preserve  an  equality  of  value  with  respect  to 
money,  but  not  with  respect  to  anything  else, 
unless  it  is  expressed  to  be  payable  in  it.  lie 
said  that  he  meant  by  a  numerator  that  which 
measured  the  value  of  other  commodities  with 
the  greatest  facility.  W^hy  does  a  promise  to  pay 
£50  measure  the  value  of  things  with  less  facility 
than  £50  itself? 

Mr.  LoTi/'s  doctrines  will  be  more  fully  con- 
sidered under  Cubbbncy  Fbinciple,  where  the 
arbitrary  assertions  on  wliich  that  doctrine  rests 
are  examined.  It  is  not  a  little  amusing  to  find 
the  celebrated  phrase  of  the  Roman  Catholic 
Church — Quod  semper,  quod  ubique^  quod  ab  om^ 
nibus,  starting  up  and  meeting  us  in  a  discussion 
on  currency.  In  Mi*.  Loyd's  opinion  money  and 
currency  are  identical,  aud  include  the  coined 


metallic  money,  and  the  paper  notes  pfromLsing 
to  pay  the  bearer  coin  on  demand ;  and,  be  s&ys, 
that  the  characteristic  of  their  being  mouey  Ls 
that  they  are  received  equally  at  '  afl  times^  be- 
tu>een  all  persons,  and  in  all  places*    For  the  salLe 
of  shortness,  let  us  designate  this  phrase  by  3A, 
from  the  three  alls  in  it.    He  excladea  Bills  of 
Exchange  from  the  designation  of  currency,  be- 
cause *  they  do  not  possess  that  power  of  oniTersal 
exchangeability  which  belongs  to  the  numey  of 
the  country.'    This  definition  is   fatal  to  Mr. 
Loyd's  own  view.    In  fact,  if  it  be  true,  there  is 
no  such  thing  as  money  or  currency  at  aiL    In 
the  first  place,  it  at  once  excludes  the  whole  of 
bank  notes.    The  notes  of  a  bank  in  the  remote 
district  of  Cumberland  would  not  be  corrent  In 
Cornwall,  therefore  they  are  not  SA's,  therefore 
they  are    not  currency.     Again,  the  notes  of 
a  bank  in  Cornwall  would  not  be  current  in 
Cumberland,  therefore  they  are  not  corrency. 
Similarly    there   are   no   country    bank    notes 
.  which    have    a    general    currency    throughont 
England,  therefore  no  country  bank  notes  are 
3A,  therefore  no  country  bank  notes  are  c^ir- 
rency.    Till    within    the    last  thirty  years  ot 
so.  Bank  of  England  notes  had  scarcely  any 
currency  beyond  London  and  Lancashire;    in 
country  districts  a  preference  was  miiversallj 
given  to  local  notes,  therefore  Bank  of  £ngland 
notes  were  not  3A,  they  had  not  a  power  of 
'  universal  exchangeability,*  therefore  they  were 
not  currency.     Bank  of  England  notes   would 
even  now  not  pass  throughont  the  greater  i>art  of 
Scotland.    If  therefore  the  test  of  3A  and  *  uni- 
versal exchangeability '  be  applied,  the  claims  of 
all  bank  notes  to  be  considered  as  corrency  are 
annihilated  at  once.    The  acceptance  of  a  Baring 
or  a  Rothschild  would  be  received  in  payment  of 
a  debt  by  a  far  larger  circle  of  persons,  than  the 
notes  of  an  obscure  and  remote  country  bank. 

But  the  universality  of  Mr.  Loyd's  assertion 
is  fatal  to  his  argumeut  in  other  ways.  On  the 
Continent,  silver  is  the  legal  standard  of  value ; 
in  England,  silver,  like  copper,  is  merely  coined 
into  small  tokens,  called  shillings,  &c.,  which  are 
made  to  pass  current  above  their  natural  value, 
and  are  only  legal  tender  for  a  very  trifling 
amount,  hence  it  cannot  be  used  in  the  adjust- 
ment of  cdl  transactions,  therefore  it  is  not  3A, 
therefore  it  is  not  currency.  There  are  other 
countiies  where  gold  is  not  a  legal  tender,  there- 
fore it  fails  to  satisfy  Mr.  Loyd's  test,  therefore 
it  is  not  currency.  If  then  the  test  proposed  by 
Mr.  Loyd  be  considered  as  correct,  it  is  easy  to 
see  that  there  is  no  substance  or  material  what- 
ever that  will  not  fail  under  it,  and  therefore 
there  is  no  such  thing  as  currency. 

The  fact  is  that  the  only  difference  between  a  Bill 
of  Exchange  and  a  Bank  Note  is,  that  the  former 
is  a  promise  of  a  deferred  payment  and  the  latter 
that  of  an  immediate  one,  and  there  is  less  risk 
in  taking  the  latter  than  the  former.  From  these 
circumstances  a  Bank  Note  possesses  a  greater 
degree  of  cumulating  power  than  a  Bill  of  £x- 
chimge.  But  in  the  midland  counties  of  England 
it  used  to  be  quite  common  for  the  banks  to  issue 
the  Bills  of  Exchange  they  had  discounted  with 
their  own  indorsement  upon  them.  In  which 
respect  they  were  in  every  way  equivalent  to 
Bank  Notes ;  moreover,  there  is  not  the  same 
inducement  to  put  a  bill  into  ciixulation  as  a 
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Bank  Note,  because  the  former  increases  in  value 
as  the  day  of  payment  approaches.  But  it  is 
unprofitable  to  keep  a  note  idle.  But  it  is  to  the 
last  degree  unphilosophical  to  maintain  that  these 
two  obligations  are  of  different  natures^  because 
they  are  adapted  to  circulate  in  dififerent  degrees. 
We  may  quote  from  Colonel  Torrens,  as  he 
expresses  a  view  that  is  by  no  means  uncommon, 
but  which  is  quite  erroneous.  He  says  {The 
Principles  and  Practical  Operation  of  Sir  Robert 
PeeVs  Ant  of  1844,  explained  and  defended^ 
p.  79)  ••  The  term  money  and  currency  have 
hitherto  been  employed  to  denote  those  instru- 
ments of  exchange  which  possess  intrinsic  or 
derivative  value,  and  by  which  from  law  or 
custom  debts  are  discharged  and  transactions 
finally  closed.  Bank  Notes  payable  in  specie  on 
demand  have  been  included  under  these  terms  as 
well  as  coin,  because  by  law  and  custom  the 
acceptance  of  the  notes  of  a  solvent  bank,  no 
less  than  the  acceptance  of  coin,  liquidates  debts 
and  closes  transactions ;  while  Bills  of  Exchange, 
bank  credits,  cheques,  and  other  instruments  by 
which  the  use  of  money  is  economised  have  not 
been  included  under  the  terms  money  and  cur- 
rency, because  the  acceptance  of  such  instru- 
ments does  not  liquidate  debts  and  finally  close 
transactions.** 

It  is  upon  such  views  as  these  that  the  opinion 
of  those  rests  who  maintain  that  Bills  of  Exchange 
are  not  currency  or  circulating  medium.  They  sup- 
pose that  Bank  Notes  pass  without  indorsement, 
and  that  Bills  of  Exchange  do  not.  Even  if  that 
were  true,  it  would  not  be  any  valid  ground  for 
the  distinction,  because  such  a  thing  would  in  no 
way  affect  the  nature  of  the  instrument.  It  is 
wholly  untrue  to  suppose  that  Bank  Notes  and 
money  are  the  only  things  which  close  trans- 
actions. By  the  table  given  above,  it  is  seen  that 
upwards  of  95  per  cent,  of  commercial  payments 
and  receipts  were  made  by  Messrs.  Morrison  and 
Co.  in  instruments  of  Credit,  other  than  Bank 
Notes. 

But  it  is  a  very  great  mistake  to  say  that  Bank 
Notes  pass  without  indorsement,  and  Bills  of 
Exchange  do  not.  At  the  time  the  Bank  of 
England  was  founded,  it  was  quite  illegal  for  any 
sach  thing  as  promissory  notes  to  pass  by  assign- 
ment. The  negotiability  of  Bank  Notes  had  to 
be  provided  for  by  the  Act.  It  was  enacted. 
Banking  in  England,  §  72,  x.,  that  all  the 
Bank's  bills  obligatory  and  of  credit,  made  or 
given  to  any  person,  might  hy  indorsement  of  such 
person  be  freely  assigned  to  any  person  who 
should  voluntarily  accept  them,  and  so  by  such 
assignees  toties  quoties  by  indorsement  thereon, 
and  all  such  assignees  might  sue  thereon  in  their 
own  names. 

The  assignment  of  the  goldsmiths'  notes,  or  the 
private  bankers*  note,  was  held  to  be  illegal  much 
later  than  this.  In  1703,  Bank  Note  §  39,  it 
was  decided  that  no  promissory  notes  were  assign- 
able or  indorsable  over  within  the  custom  of 
merchants.  In  1704,  the  act  was  passed  which 
allowed  promissory  notes  to  be  assigned  by 
indorsement  like  Bills  of  Exchange.  It  is  true 
that  the  custom  of  indorsing  Bank  of  England 
INotes,  and  it  is  probable  country  bank  notes  too, 
soon  fell  into  disuse,  but  that  makes  no  difference 
in  the  law  of  the  subject. 
The  case  of  Miller  v.  RacehsA  often  been 


quoted  in  support  of  the  Doctrine,  that  Bank 
Notes  are  money  or  currency,  to  the  exclusion  of 
Bills  of  Exchange,  but  the  true  bearings  of  that 
case  have  been  completely  misunderstood.  The 
case  is  fully  discussed  under  Bank  Notb  §  37-45 
where  it  is  shewn  that  the  whole  point  turned  on 
how  the  property  in  a  stolen  note  would  pass, 
and  it  was  held  that  it  would  pass  like  that  of  a 
stolen  Bill  of  Exchange.  It  had  long  been  held 
that,  for  the  convenience  of  commerce,  the  inno- 
cent holder  for  value  of  a  stolen  Bill  should  be 
able  to  retain  it  against  the  former  owner,  just  as 
if  it  were  money,  to  which  this  principle  had  long 
been  applied.  By  the  case  of  Miller  v.  Race  this 
principle  was  extended  to  Bank  Notes,  and  it  has 
been  confirmed  by  numerous  cases  since.  The 
only  effect  of  this  case  was  that  the  principle 
which  Bills  had  in  common  with  money,  was  now 
held  to  extend  to  notes,  so  that,  if  there  be  any 
force  whatever  in  it,  it  proves  that  Bills  were 
held  to  be  cuiTency  long  before  notes. 

It  is  also  an  error  to  suppose  that  Bills  of 
Exchange  require  an  indorsement  at  each  transfer. 
A  Bill  of  Exchange  may  be  made  payable  to 
bearer,  and  then  it  requires  no  indorsement  at 
all.  Bills,  however,  are  generally  drawn  payable 
to  order,  and  then  they  require  that  the  payee 
should  Indorse  them ;  but  he  may  do  that  without 
making  himself  liable  on  them,  as  is  done  in 
many  cases.  After  the  first  indorsement  in 
blank,  the  Bill  is  payable  to  bearer,  and  may  be 
passed  by  mere  delivery,  in  all  respects  like  a 
Bank  Note.  "And,"  says  Mr.  Justice  Byles 
CA  Treatise  on  the  Law  of  Bills  of  Exchange^ 
i-c,  8th  Edit.,  p.  146J,  "a  transfer  by  mere 
delivery,  without  indorsement,  of  a  Bill  of  Ex- 
change or  promissory  note  made  or  become  pay- 
able to  bearer,  does  not  render  the  transferer 
liable  on  the  instrument  to  the  transferee. 

"  And  it  is  conceived  to  be  the  general  rule  of 
the  English  law,  and  the  fair  result  of  the  English 
authorities,  that  the  transferer  is  not  even  liable  to 
refund  the  consideration,  if  the  bill  or  note  so 
transferred  by  delivery,  without  indorsement, 
turn  out  to  be  of  no  value  by  reason  of  the 
failure  of  the  other  parties  to  it.  For  the  send- 
ing to  market  of  a  bill  or  note  payable  to  bearer 
without  indorsing  it,  is  prima  facie  a  sale  of  the 
bill.  And  there  is  no  implied  guarantee  for  the 
solvency  of  the  maker,  or  of  any  other  party. 

"  If  a  bill  or  note,  made  or  become  payable  to 
bearer,  be  delivered  without  indorsement,  not  in 
payment  of  a  pre-existing  debt,  but  by  way  of 
exchange  for  goods,  for  other  bills  or  notes,  or  for 
money  transferred  to  the  party  delivering  the 
bill  at  the  same  time,  such  a  transaction  has  been 
repeatedly  held  to  be  a  sale  of  the  bill  by  the 
party  transferring  it,  and  a  purchase  of  the  instru- 
ment, with  all  risks  by  the  transferee.  '  It  is 
extremely  clear,*  says  Lord  Kenyon,  'that  if 
the  holder  of  a  bill  send  it  to  market  without 
indorsing  his  name  upon  it,  neither  morality,  nor 
the  law  of  this  country  will  compel  him  to  refund 
the  money  for  which  he  sold  it,  if  he  did  not 
know  at  the  time  that  it  was  not  a  good  bill." 
So  where  A  gave  a  bankrupt,  before  his  bank- 
ruptcy, cash  for  a  bill,  but  refused  to  allow  the 
bankrupt  to  indorse  it,  thinking  it  better  without 
his  name,  and  afterwards,  on  dishonor  of  the 
bill,  proved  the  amount  under  the  commission, 
the   Lord  Chancellor   ordered  the  debt  to  be 
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expunged,  observing,  that  this  was  a  sale  of  the 
bill.  So,  if  a  party  discounts  bills  with  a  banker, 
and  receives,  in  part  of  the  discount,  other  bills, 
but  not  indorsed  by  the  banker,  which  bills  turn 
out  to  be  bad,  the  banker  is  not  liable.  *  Having 
taken  them  without  indorsement,'  says  Lord 
Kenyon, '  he  has  taken  the  risk  on  hunself.  The 
bankers  were  the  holders  of  the  bills,  and,  by 
not  indorsing  them,  have  refused  to  pledge  their 
credit  to  their  validity ;  and  the  transferee  must 
be  taken  to  have  received  them  on  their  own 
credit  only.*  So  where,  in  the  morning,  A  sold 
B  a  quantity  of  corn,  and,  at  three  o'clock  in  the 
afternoon  of  the  same  day,  B  delivered  to  A,  in 
payment,  certain  promissory  notes  of  the  Bank 
of  C,  which  had  then  stopped  payment,  but  which 
circumstance  was  not  at  the  time  known  to  either 
party.  Bayley,  J.,  said,  *  If  the  notes  had  been 
given  to  A  at  the  time  when  the  corn  was  sold, 
he  could  have  no  remedy  upon  them  against  B. 
A  might  have  insisted  on  payment  in  money, 
but,  if  he  consented  to'receive  the  notes  as  money, 
they  would  have  been  taken  by  him  at  his  peril.' 
Such  seems  the  general  rule  governing  the  trans- 
fer by  delivery,  not  only  of  ordinary  Bills  of  Ex- 
,  change  and  Promissory  Notes,  but  also  of  Bank 
Notes.  Nor  is  there  any  hardship  in  such  a  rule, 
for  the  remedy  against  the  transferer  may  always 
be  preserved  by  indorsement,  or  by  special 
contract." 

While  it  has  always  been  acknowledged  that 
the  delivery  of  a  bill  without  indorsement,  in 
exchange  for  a  valuable  consideration,  is  a  sale  of 
it,  it  has  frequently  been  said  that,  if  the  bill  be 
indorsed,  it  is  only  a  loan.  We  have  pointed  out 
the  ambiguity  of  the  word  loan  under  Csbdit  § 
61.  It  is  often  said  that  a  banker  lend»  his  cus- 
tomer money  on  the  security  of  bills.  But  this 
is  an  inaccurate  mode  of  statement.  What  the 
banker  does  is  to  buy  a  debt  due  to  his  customer, 
and  when  he  indorses  the  bill,  his  customer  gives 
him  a  limited  warranty  of  its  soundness.  If  the 
banker  lent  his  customer  the  money  it  would  be 
his  duty  to  repay  it.  But  that  is  not  so.  It  is 
the  acceptor's  business  to  pay  the  bill,  and  if  he 
do  not  do  so,  the  banker  may,  by  giving  his 
customer  immediate  notice  and  making  a  demand, 
make  his  customer  take  back  the  bill,  and  repay 
the  money.  But  if  the  banker  fail  in  giving  im- 
mediate notice  his  remedy  against  his  customer 
is  gone. 

But  the  Law  of  Continuity  shews  the  fallacy 
of  the  doctrine  that  Bank  Notes  payable  to 
bearer  on  demand  alone  are  currency.  Mr. 
Loyd  rigorously  restricts  the  term  to  such 
notes.  But  would  not  notes  payable  one 
minute  after  demand  be  currency?  or  one 
hour?  or  two,  or  thiee,  or  four  hours? 
Would  not  notes  payable  one  day  after  demand 
be  currency?  or  two  or  three  days?  Mr.  Loyd 
denied  that  Bank  post  bills  which  are  issued, 
payable  seven  days  after  sight,  are  currency. 
According  to  this  doctrine,  if  a  man  deposits  money 
in  the  Bank  and  receives  in  exchange  for  it  a 
Bank  Note  payable  on  demand— that  is  currency ; 
but,  if  he  ask,  for  his  own  convenience,  for  a  note 
payable  seven  days  after  sight — ^that  is  not  cur- 
rency 1  But  the  note  becomes  payable  on 
demand  on  the  seventh  day  after  sight,  and 
then,  by  their  own  definition,  it  is  currency. 
What  was  it  before?    It  used  formerly  to  be 


the  custom  for  banks  In  the  country  to  lane 
notes  payable  20  days  after  demand.  These 
notes  circulated  and  produced  all  the  effects  of 
money.  What  were  they,  if  they  were  not  cur- 
rency ?  Cheques  are  payable  on  demand.  How 
ai*e  they  not  currency  as  much  as  notes  f  How 
are  Bills  of  Exchange  not  currencj  on  the  day 
they  become  payable?  And,  if  they  are  so 
then,  what  were  they  before  ?  It  is  quite  plain 
that  there  can  be  but  one  answer.  They  are  all 
species  of  currency,  though  differing  in  degree, 
and  the  distinction  between  them  is  untenable. 

It  would  be  too  long  to  mention  the  host  of 
writers  who  have  expressly  included  all  forms  of 
paper  credit  under  the  title  currency.     Mr.  Mill 
truly  says  there  is  no  generic  distinction  between 
bills  and  notes.     We  rejoice  to  say  that  M. 
Michel  Chevalier  Is  entirely  of  the  same  opinion 
as  ourselves.    In  his  treatise  La  Monnaie^  sect 
3,  ch.  v.,  after  shewing  the  untenable  nature  of 
the  distinction  set  up  between  Bank  Notes  and 
Bills  of  Exchange,  he  says — ^  La  langae  Angiaise 
a  un  mot  gen^rique  qui  embrasse  la  monnaie,  le 
billet  de  banque,  le  papier-monnaie  on  ab<wignat 
non  conversible  en  esp^ces,  et  tout  antre  espi«e 
de  titre  qu'on  pent  mettre  dans  la  circulation  et 
qu'accepte  plus  on  moins  le  commun  des  bommes: 
c'est  le  mot  de  currency.    Notre  langue  n'en  aSn 
pas  r^quivalent  parfi&it.    Cependant  le  terme  de 
numeraire  pourrait  6tre  pris  dans  le  m6m«  sens, 
et  je  Temploierai  ainsi  dans  la  suite  de  cet  toit" 
And  in  the  number  of  the  Journal  des  EconomUte$ 
for  August,  1862,  in  which  the  same  distingaished 
writer  has  published  the  substance  of  a  Keport 
to  the  Imperial  Institute  of  France  on  our  ille* 
menu  and  this  work,  he  re-affirms  the  same 
opinion.    After  explaining  the  ideas  contained  in 
the  former  part  of  this  article,  he  says—"  A  ce 
m^me  point  de  vue,  et  sous  le  benefice  de  ce 
commentaire,  la  relation  intime  qu'etablit  M. 
Macleod  entre  la  notion  de  la  currency^  et  Tidee 
d*une  dette  on  d'une  obligation  sdrieuse  ^  positiTe 
a  un  m^rite  incontestable.'* 

But,  while  we  contend  that  Lord  Overstone^s 
criterion  of  a  currency  is  fatal  to  his  own  view, 
we  are  quite  willing  to  accept  it.    For  what  is  It 
that  exists  in  all  places^  in  aU  times,  and  among 
almost  all  persons  ?    Debt,  or  Services  bub. — 
And  what  is  it  that  is  universally  required  to 
measure,    record,    and  transfer   them?      Some 
material.     But  we  see  that  all  currencies  are 
more  or  less  local,  none  are   universal.    The 
idea,   or  the  want    alone   is  universal.      The 
notes  of  a  country  banker,  only  circulating  in 
his  own  neighbourhood,  are  like  a  country  patois^ 
each  district  has  its  own.    A  national  currency 
rises  to  the  dignity  of  a  language.    But  even 
that  is  only  local,  on  a  larger  scale.    The  ideas 
only  expressed  in  the  language  are  universal. 
We  are  therefore  strengthened  in  our  conviction, 
that  the  only  true  idea  of  a  currency  is,  that  it  is 
the  Representative  of  Transferable  Debt,  and  that 
whatever  represents  Transferable  Debt  is  Currency. 

On  Paper  Currency^  or  Paper  Credit  and  Paper 

Money. 

The  currencies  made  of  the  various  substances 
we  have  spoken  of,  were  what  we  may  call 
natural  currencies,  that  is,  the  substance  being 
selected,  it  found  its  exchangeable  relations  with 
other  things  according  to  the  general  laws  of 
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value.  There  is  no  instance  that  we  are  aware 
of,  except  one,  in  ancient  times,  of  what  we  may 
call  an  artificial  currency,  like  that  of  paper, 
which  has  played  such  an  important  part  In 
modem  times.  The  only  artificial  cnrrency  that 
is  spoken  of,  we  believe,  in  ancient  times,  is  that 
mentioned  in    the  Eryxiasy  a  dialogue,  which 

? asses  under  the  name  of  ^chines  Socraticus. 
n  discussing  the  nature  of  wealth,  the  author, 
under  the  name  of  Socrates,  says: — "For  the 
Carthaginians,  for  instance,  use  money  of  this 
sort ;  in  a  small  piece  of  leather  something 
is  sewed  up  of  the  size  of  a  stater.  But  what 
that  is  which  is  sewn  up  no  one  knows,  except 
those  who  did  so.  Then  a  stamp  is  put  on  it, 
and  they  use  it  as  money ;  and  whoever  has  most 
of  this  seems  to  possess  most  wealth,  and  to  be 
most  opulent.  But  if  any  one  had  ever  so  much 
of  it  amongst  us,  he  would  be  no  richer  than  if 
he  had  so  many  pebbles  from  the  mountain." 

Such  is  the  only  meagre  notice  we  have  of  a 
fact  of  considerable  interest.  We  are  left  entirely 
in  the  dark  as  to  who  were  the  issuers  of  this 
money,  and  what  were  its  conditions.  The  Greeks 
had  some  knowledge  of  credit  in  its  simplest 
form,  that  of  a  direct  and  simple  loan  of  money, 
but  there  is  no  trace,  that  we  are  aware  of,  of 
the  distiuguishing  feature  of  credit,  viz.,  putting 
the  debt  itself  into  general  circulation.  The 
Romans  invented  cheques  upon  bankers,  and 
therefore,  to  a  certain  small  extent,  we  may  sup- 
pose that  they  practised  the  transferability  of 
debts.  It  is  to  the  Chinese  that  belong  the  un- 
questionable merit  of  inventing  circnlatmg  credit. 
They  also  first  experienced  the  miseries  caused 
by  the  abuses  of  paper  money. 

We  have  already,  under  Bahkino,  §  570, 
quoted  from  Klaproth  an  account  'of  the  first 
Chinese  bank  notes.  But  the  subject  of  Chinese 
money  is  treated  at  great  length  by  M.  Edouard 
Biot  in  four  memoirs  in  the  same  periodical,  the 
Journal  Asiatique,  Vol.  XXX.,  p.  422;  and 
Vol.  XXXI.,  pp.  97,  209,  and  441.  These 
memoirs  detail  at  considerable  length  the  com- 
plete monetary  system  of  the  Chinese  from  the 
earliest  times,  both  metallic  and  paper ;  but  we 
shall  confine  ourselves  here  to  the  paper  money. 
It  is  sufiicieut  to  say  that  the  Chinese  Emperors 
ran  through  the  same  course  of  depreciating  their 
coinage,  and  with  the  same  results,  as  took  place 
in  European  countries  many  centuries  after- 
wards. 

According  to  the  ancient  Chinese  chronicles, 
barter  prevailed  in  that  country  in  the  earliest 
ages,  as  among  all  nations.  The  first  currency 
used  was  shells,  as  in  India  and  the  South  Sea 
Islands.  These  shells  were  called  pei^  and  the 
memory  of  their  use  is  prd^r\'cd,  as  the  Chinese 
character  for  a  shell  is  used  as  the  sign  of 
riches,  and  is  an  element  in  all  words  relating 
to  wealth  and  buying  and  selling.  Between  the 
twenty-fourth  and  the  twelfth  centuries  before  the 
Christian  era  it  is  stated  that  three  metals,  yellow, 
white,  and  red,  were  used  as  money.  These  were 
gold,  silver,  and  copper,  or,  as  some  say,  iron. 

Some  historians  say  that  lu,  the  founder  of 
the  Hia  dynasty,  established  three  classes  of 
money.  The  first  included  pearls  and  jade;  the 
second  gold ;  and  the  third  pou  and  too,  though 
it  is  not  very  well  understood  what  these  were. 
Some  of  it  was  also  called  kouey^  or  tortoiseshell. 


because  it  is  supposed  that  tortoiseshell  waa 
originally  used  as  money. 

About  the  eleventh  century  b.c.  the  Emperors 
made  great  efforts  to  insure  a  uniformity  in  the 
medium  of  exchange.  One  of  the  nine  great 
officers  of  state  was  called  tsuen-houan^  or  Officer 
of  the  Coinage.  The  word  tsien  or  metallic 
money  was  afterwards  used.  The  highest  species 
of  money  was  ordered  to  be  gold,  in  cubes  of  one 
Uun  to  the  side,  and  weighing  a  kin  or  Chinese 
pound.  The  Uun  is  calculated  to  be  20™"  French, 
and  the  kin  to  be  166  grammes.  Copper  money 
was  also  struck,  round  and  pierced  with  a  square 
hole,  for  the  convenience  of  stringing  it.  The 
copper  unit  was  called  chuy  and  was  the  384th 
part  of  the  pound,  but  the  value  of  the  two 
metals  is  not  stated.  Besides  this,  cloth  and  silk 
were  used  as  money,  and  called  pou-pe.  The 
unit  of  this  was  called  py^  and  was  about  eight 
metres  long  and  0™'44  wide. 

Various  changes  took  place  in  the  coinage 
which  we  must  pass  over.  In  230  b.c,  Thsin- 
chi-hoang  reduced  all  China  under  his  power, 
and  ordered  a  uniform  coinage  throughout  the 
Empire,  gold  and  copper  were  the  only  legal 
money.  The  circulation  of  silver,  tin,  jade, 
pearls,  and  tortoiseshell  was  suppressed. 

The  year  807  a.d.  Is  memorable  as  that  in 
which  that  wonderM  agent  paper  currency  was 
invented.  Great  troubles  had  agitated  the  Em- 
pire, attended  with  their  usual  effect  of  dis- 
organizing the  coinage.  The  Emperor  Hian- 
tsong  ordered  the  merchants  to  deposit  their 
specie  in  the  Imperial  Treasury,  and  gave  them 
Bills  of  Exchange,  called  fey-tsien  or  fiving 
money,  payable  at  the  principal  towns  of  the 
provinces.  The  convenience  of  these  bills  was 
80  great,  and  so  soon  appreciated,  that  all  the 
great  officers  of  the  state  and  rich  men  hastened 
to  deposit  their  specie  in  the  Treasury,  and  receive 
fey-tsien  in  Exchange.  For  some  reason  this 
system  was  abolished  in  three  years.  In  811, 
the  public  officials  reported  that  since  the  aboli- 
tion of  the  fev'tsienj  private  persons  had  begun 
to  hoard  up  their  mon^,  which  had  become  so 
scarce  that  prices  were  falling.  In  consequence 
of  this,  merchants  were  permitted  to  deposit  salt 
and  iron  at  the  hou-pou  or  Finance  Offices,  and 
T&ceive  fey-tsien  in  return.  These  fey-tsien  were 
used  as  Bills  of  Exchange  between  the  Capital 
and  the  Provinces. 

In  970,  during  the  reign  of  Tai-tson,  there 
was  great  monetary  disorder,  and  the  old  ex- 
pedient of  fey-tsien  was  revived.  Merchants 
were  invited  to  deposit  their  specie  in  the  public 
treasury,  and  they  received  bills  pa^'able  in  the 
principal  towns  of  the  Empire.  These  were 
called  pien-tsien  or  convenient  money.  The  plan 
was  received  with  the  greatest  favor,  the  specie 
flowed  in,  and  the  issues  of  paper  greatly  in- 
creased. Similar  banks  were  established  in  the 
provinces,  and  soon  became  very  large.  The 
pien-tsien  were  made  legal  tender  in  commerce. 
In  997,  the  Government  had  received  in  deposit 
1,700,000  taels  of  silver.  In  1021,  the  sum  had 
increased  to  2,830,000  taels,  equal  to  about 
21,225,000  francs. 

These  issues  were  made  by  the  Government, 
and  we  see  that  they  were  merely  in  exchange 
for  a  similar  amount  of  bullion.  This  was,  there- 
fore, an  example  of  the  "  Currency  Principle.*' 
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Bnt,  about  the  same  time,  the  first  issues  of  private 
circulating  paper  took  place.  A  certain  Tchang- 
yang  seems  to  have  been  the  inventor  of  this 
terrible  engine.  In  the  province  of  Chu,  which 
is  the  modem  Sse-tchuen,  the  money  was  made 
exclusively  of  iron,  and  was,  of  course,  Tery 
inconvenient.  Tchang-yang  issued  bills  called 
tsy-tchy^  and  also  kuen^  to  represent  this  iron- 
money.  Under  the  reign  of  Teking-tsong,  from 
997-1022,  this  invention  spread  greatly.  Pri- 
vate bank  notes,  called  kiao-Ueu^  payable  every 
three  years,  were  allowed  to  be  current  for  sixty- 
five  years.  They  were  for  a  tael  of  pure  silver. 
A  joint-stock  company  of  sixteen  of  the  richest 
merchants  was  formed,  with  power  to  issue  such 
notes.  The  company  at  first  succeeded  very  well, 
but  new  and  inexperienced  members  having 
replaced  the  older  ones,  the  company  became 
bfluikrupt,  and  caused  much  misery  and  litigation. 
The  huen  or  tsy^tchy  were  payable  in  a  different 
place  to  where  they  were  issued.  They  thus 
resembled  Bills  of  Exchange  in  their  origin. 
The  kia(hUeu  were  like  bank  notes,  but  only  pay- 
able once  in  three  years. 

This  bank,  the  first  joint  stock  l)aBk  of  issue, 
failed  in  1017,  but  the  invention  was  found  to 
have  so  many  conveniences,  that  a  commission 
was  appointed  to  report  whether  the  State  might 
not  found  a  bank  of  kxao-Ueu,  The  Commission 
reported  in  favor  of  the  plan,  and  in  1023,  a 
State  Bank  was  founded  at  Y-tcheon,  the  capital 
of  Chu.  It  issued  notes  payable  every  three 
years,  as  the  former  ones,  and  all  private  issues 
were  forbidden.  In  1032,  it  was  found  that  its 
issues  were  1,256,340  taels,  or  about  9,422,550 
francs.  The  edict  founding  it  ordered  that  it 
should  have  a  capital  of  360,000  taels  in  specie. 
The  pien-Uien  gradually  disappeared  before  the 
kiao'Ueu.  In  1060,  punishment  of  death  was 
enacted  against  forgers  of  kiao-Ueu, 

In  1069,  the  Government  established  a  Bank 
of  kiao'tseu^  at  Lou-tcheou,  in  the  province  of 
Ho-tong.  In  1070,  it  founded  a  similar  one  in 
Chen-sy  to  pay  the  army  contractors  in  kiao-tseu 
instead  of  tchao^  or  short  dated  bills,  as  they  had 
been  used  to.  The  contractors  were  so  discon- 
tented that  the  Government  had  to  give  up  the 
plan,  but  the  bank  was  kept  up. 

The  kiao'tseu  were  redeemable  in  three  years. 
The  holder  might  have  specie  or  new  bills  at  his 
option.  They  seem  to  have  been  so  popular,  that 
in  1072,  when  seventeen  of  the  twenty- two  terms 
had  expired,  only  6,340  taels  of  paper  had  been 
paid  off,  and  it  was  decided  to  create  a  new  series 
of  kiao-tseu  of  twenty-five  terms,  to  the  amount 
of  1,250,000  taels,  to  redeem  the  old  series.  In 
1076,  on  pretence  that  the  merchants  made  too 
great  profits  at  the  expense  of  the  Government, 
tlie  issue  of  kiao-tseu  was  suspended  in  Chen-sy. 
In  1094,  it  was  observed  that  trade  had  drawn  a 
large  number  of  kiao-tseu  to  Chen-sy,  and  the 
province  where  they  were  Issued  was  in  want  of 
them.  To  remedy  this  a  creation  of  150,000 
taels  for  one  term  of  three  years  was  allowed. 

In  1102  issues  of  kiao-tseu  were  resumed  in 
Chen-sy.  In  1107  those  of  Sse-tchuen  were 
replaced  by  other  obligations,  called  tsien-yn. 
About  this  time  the  abuses  of  paper  money, 
which  have  been  so  frequently  practised  in 
modern  times,  began.  The  Tartars  were  now 
invading  the  country;  and  the  Chinese  Emperors 


had  no  resource  except  to  create  immense  iassev 
of  kiao-tseu,  A  new  series  was  created,  payable 
every  year,  of  which  one  of  the  new  was  et{iia! 
to  four  of  the  old.  The  kiao-tseu  were  replMd 
by  tsien-yn  of  forty-three  terms,  {>ayable  eveiT 
year.  In  all  commercial  payments  above  10,000 
tsien  one-half  was  ordered  to  be  paid  in  tsUm-yn^ 
and  one-half  in  copper.  These  orders  created 
great  discontent  amone  the  people.  £ach  tsi^n- 
yn  of  1,000  t9ien  had  fallen  to  100.  In  1107- 
1121  the  banks  for  the  issues  of  tsien-yn  were 
relieved  from  the  necessity  of  cash  payments, 
and  the  issues  were  enormously  increased.  The 
min  of  1,000  tsien  had  now  fallen  to  10  tetea. 
Shortly  after  this  they  were  suppressed.  They 
never  circulated  in  Fo-kien,  Kiang-tcbe,  or 
Hou-Eouaog ;  but  chiefly  in  King-tong-si,  Hoai- 
nan,  and  Cai-fong-fu,  where  the  court  was,  and 
the  northern  provinces,  where  there  was  always 
a  scarcity  of  money  to  carry  on  the  war. 

In  1131,  after  the  Tartars  had  conquered  the 
northern  provinces,  the  money  was  in  the  greatest 
disorder.  To  pay  the  troops  new  bills,  called 
kouan-tseUi  were  created,  which  were  payable  in 
the  interior.  But  when  the  time  for  payment 
came,  the  government  could  only  pay  one  third 
part  of  their  value,  and  so  they  fell  to  a  heavy 
discount.    In  1133  new  issues  were  made. 

In  1158,  under  the  same  Emperor,  the 
copper  vessels  of  private  persons  and  of  the 
religious  sects  were  confiscated.  In  1160  the 
officers  of  state  were  not  allowed  to  have  more 
than  20,000  min  or  150,000  francs  in  money,  and 
private  persons  half  as  much.  All  gold  and 
silver  was  ordered  to  be  brought  to  the  treasnr}- ; 
and  in  exchange  bills  for  tea,  salt,  and  other 
things  were  given.  In  1159  new  state  bonds, 
called  kouan-tseu  and  kong-kue  were  created,  the 
former  for  three  years,  and  the  latter  for  two. 
The  provinces  Hoai-sy  and  Hon-kouang  received 
800,000  taels,  or  6  million  francs,  of  the  former ; 
Hoai-tong  received  400,000  taels  of  the  latter. 
They  were  divided  in  notes  equal  to  750  and 
7,500  francs. 

In  1160  new  bills,  named  koei-tseuj  were  issued 
on  bullion  in  the  Treasury ;  and  the  government 
declared  that  they  would  only  use  them  in  the 
purchase  of  the  annual  supplies  of  salt  and  other 
necessaries,  and  not  for  state  expenses.  In  1162, 
death  was  denounced  against  forgers  of  these  bills. 
Each  bill  was  for  1000  pieces,  (or  7.50  fr'ancs,) 
and  was  called  a  tao,  Theur  circulation  was  at 
first  limited  to  Liang- tche,  but  it  was  soon  ex- 
tended to  Tche-kiang,  Hon-kouang,  and  Pe-klng- 
sy.  The  government  paid  half  in  specie,  and  half 
in  koei-tseu^  and  ordered  the  same  in  private 
payments.  In  1 163,  the  new  Emperor  EUao-tsong 
created  koei-tseu  of  500, 300  and  200  pieces  (or  3.50, 
2.25,  and  1.50  francs).  No  term  of  payment  was 
mentioned,  and  so  they  rapidly  fell  to  a  heavy 
discount.  In  1166,  the  Emperor  issued  1,000,000 
ounces  of  silver  to  buy  them  up. 

In  1137,  a  report  stated  that  in  Chu  (h*  Sse- 
tchuen,  which  was  the  parent  of  paper  money, 
there  was  a  mass  of  37,800,000  of  taels  in  circula- 
tion, or  284  millions  of  francs.  In  1160,  it  had 
increased  to  41,470,000  taels  or  311  millions  of 
francs.  The  iron  specie  amounted  to  700,000  taels, 
or  5,250,000  francs. 

In  1167,  a  minister  reported  to  the  Emperor 
that  from  1160,  to  the  second  month  of  1166,  more 
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than  28  millions  of  too  had  been  issued.  Of 
koei'iseu^  and  dnilngthat  year,  15,600.00  more 
tao  had  been  issued,  and  it  appeared  that  the 
Treasury  paid  out  each  month  from  six  to  seven 
hundred  thousand  taels,  or  from  4.5  to  5.25 
million  francs,  for  the  expenses  of  the  state.  On 
the  other  hand  the  Generals  refused  every  thing 
but  specie,  and  the  Governors  of  the  provinces 
refused  the  state  paper  in  payment  of  taxes.  This 
greatly  depreciated  their  value.  The  paper  on 
which  they  were  printed  was  so  bad,  that  five 
millions  wanted  to  be  renewed.  The  Govern- 
ment said  it  would  issue  new  notes  at  the  rate  of 
100  isien  for  every  1000  tsien  of  the  old  ones. 
This  new  fraud  greatly  increased  the  public 
distrust. 

In  1 168,  the  exchange  of  the  old  for  the  new 
koei'tseu  began.  They  had  an  echdance  of  three 
years  like  the  kiao-tseu.  and  each  series  amounted  to 
ten  millions  taeU.,  or  750  million  francs.  A  com- 
mission of  2  per  cent,  was  charged  on  the  exchange. 
But  only  the  old  ones  which  had  the  words  kouan 
(thousand^  and  pe  (hundred)  still  legible,  were 
exchangea  at  their  nominal  value.  The  verifica- 
tors  had  to  distinguish  the  forged  notes,  and  trace 
them  to  their  first  issuer,  for  which  they  received 
a  large  recompeuce.  The  old  ones  were  only 
allowed  four  months  to  be  exchanged,  after  that 
they  were  not  to  be  current. 

In  1175,  the  necessity  for  funds  to  carry  on  the 
Kin  war  made  the  government  resort  to  measures 
which  ruined  commerce  and  public  credit.  The 
tax  collectors  imputed  the  scarcity  of  money  to 
the  merchants,  who  were  forbidden  to  export  any. 
Every  merchant  vessel  was  searched  before  leaving 
by  a  special  officer  who  gave  it  a  passport.  But 
the  merchants  embarked  their  specie  in  little  boats 
before  the  visit  of  the  inspector,  who  probably 
took  care  not  to  see  too  much.  Severe  ])enalties 
were  denounced  against  all  who  took  away  money, 
but  in  1179,  these  severe  decrees  could  not  be 
carried  out ;  and  merchants  were  allowed  to  take 
with  them  a  small  quantity  of  specie. 

The  government  by  several  decrees  in  1176, 
put  off  the  payment  of  the  several  series  of  Aoet- 
tseu  till  1197.  In  1195,  Ning-tsong  declared  that 
each  series  of  hoei-Ueu  should  consist  of  thirty 
millions  of  min,  or  225  million  francs.  In  1200, 
it  was  found  that  the  quantity  of  bills  called 
tckitennyn  in  circulation  was  more  than  fifty-three 
million  of  mtn,  or  three  hundred  and  ninety-five 
million  francs;  and  besides  that  there  were  an 
almost  equal  quantity  of  bills  at  three  terms. 

In  1163,  the  government  had  created  a  local 
paper  money,  to  circulate  in  the  provinces  on  the 
river  Hoai.  The  hoei-tseu  were  prohibited  in 
these  provinces ;  and  at  the  tolls  on  the  river, 
tickets  were  issued  to  serve  as  an  intermediary 
between  the  two  currencies.  Copper  money  was 
forbidden  in  these  provinces,  and  iron  only  was 
allowed.  The  people  were  so  discontented  that 
the  decrees  had  to  be  rescind^.  In  1221,  more 
than  300,000  min  of  this  local  paper  money  was 
issued.  The  Government  always  tried  to  emit 
the  greatest  quantity  of  paper  money  in  the 
districts  exposed  to  the  attacks  of  the  enemy. 

It  appears  that  since  1160,  no  paper  money 
had  been  redeemed,  except  with  fresh  paper, 
which  reduced  the  credit  of  the  Grovemment  to  a 
very  low  ebb.  All  the  state  officials,  civil  and 
military,  were  paid  in  paper.    The  army  was  in 


want  of  necessaries.  Taxes  were  only  paid  in 
paper.  Copper  money  was  regarded  as  a  rarity, 
and,  of  course,  the  more  the  paper  was  depreciated, 
the  more  the  price  of  food  rose.  Some  feeble 
efforts  were  made  to  improve  the  public  credit  by 
coining  copper,  but  the  quantity  was  very  small, 
and  it  was  much  debased.  In  1210,  the  Govern- 
ment sent  a  quantity  of  gold  and  silver  to  Sse- 
tchuen,  where  a  new  issue  of  thirteen  million 
min,  in  bills,  had  greatly  depreciated  them.  The 
tchuen-yn  of  1,000  pieces  had  fallen  to  400  and 
100  pieces.  The  specie  sent  was  sufficient  to  buy 
up  thirteen  million  min  of  tchuen-yn^  and  theur 
value  rose  to  500  pieces  of  iron  in  Sse-tchuen. 
Beyond  this  province  the  paper  was  only  worth 
170  pieces. 

For  nearly  a  century,  the  Niu-tchy,  who  had 
conquered  the  north  of  China,  had  followed  the 
example  of  the  Chinese,  and  created  a  paper 
money,  in  their  kingdom  of  Kin,  which  was  called 
kiao-tchao.  They  made  the  tributary  provinces 
pay  in  nothing  but  copper,  and  they  paid  them- 
selves only  in  paper.  This  paper  was  issued  with 
an  echeance  of  seven  years,  when  it  was  promised 
to  be  paid  in  specie.  But,  of  course,  this  could 
not  be  done,  and  the  paper  money  fell  to  a 
discount. 

The  Chinese  historian  says,  "  Paper  should  not 
be  made  money ;  it  should  only  be  used  as  a  re- 
presentative sign  of  metallic  values,  or  necessaries, 
which  should  be  immediately  exchanged  for 
specie,  and  economise  its  transport.  Such  was 
the  original  use  of  paper  among  merchants.  The 
Government,  adopting  this  invention  from  private 
persons,  made  it  into  money ;  and  then  abused  its 
original  intention."  The  same  writer  says,  in 
another  place,  that  in  a  country  which  had  no 
medium  of  exchange,  except  copper  and  iron,  the 
use  of  paper  as  a  bill  of  exchange,  or  note  pay- 
able to  bearer,  was  of  great  use  in  commerce. 
But  the  Chinese  Government,  whose  rapacity  had 
committed  so  many  frauds  on  the  coinage,  could 
not  respect  this  useful  invention,  when  the  cost 
of  the  war  made  a  continual  demand  for  money. 
It  only  maintained  its  engagements  during  the 
period  of  the  first  issue  of  kiao-tseu^  at  Y-tcheon ; 
that  is,  for  about  seventy-five  or  eighty  years. 

The  Kin  Grovemment  was  attacked  by  the 
Mongols  and  the  Chinese,  and  it  resorted  to  the 
same  devices  of  issuing  paper  money.  The  de- 
preciated kiao'tchao  were  replaced  by  pao-kuen^ 
thong'pao^pao'isuen^tchin'ho^wldch  were  printed 
on  silk,  and  by  pao-hoei.  These  were  all  species 
of  inconvertible  paper  money.  The  last  men- 
tioned were  from  1  to  4  tsien,  that  is,  from  .7  to 
3  centimes. 

No  more  metallic  currency  was  made  in  China 
till  1276,  when  the  Soung  dynasty  was  over- 
thrown. The  only  currency  was  the  depreciated 
Jioei'tseu,  In  1235  a  minister  speaks  of  two 
species  of  hoei-tseu,  at  sixteen  and  seventeen 
terms,  and  complains  of  their  daily  increasing 
depreciation,  and  the  rise  of  necessaries.  In 
1256,  in  order  to  diminish  their  number,  it  was 
ordered  that  the  wine  duties  should  be  received 
in  them,  and  then  they  were  to  be  burnt.  In 
1265  the  koei'tseu  were  so  utterly  depreciated, 
that  a  new  paper  money  was  created,  called  kien" 
tyien-kouan-tseu.  There  was  also  a  species  called 
yn-kouan,  or  silver  notes.  The  Government  issued 
one  of  these  last  to  redeem  three  hoei-tseu  of 
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eighteen  tenoB;  and  received  the  koeuUeu  of 
seventeen  terms  in  payment  of  the  grain  it  sold  to 
the  people,  and  then  burnt  them.  This  was  the 
last  effort  of  the  Soung  dynasty;  and  China  then 
fell  under  the  Mongolians,  greatly  owing  to  the 
demoralization  caused  by  the  misery  produced  by 
the  paper  money. 

Many  of  the  officers  of  the  Mongolian  king, 
Ogodai  (1227^1248),  had  urged  him  to  issue 
kiao-tchao^  in  imitation  of  the  Kin  kings.  His 
minister,  however,  Ye-liu-tchon-tsai,  had  warned 
him  of  the  danger  of  paper  money ;  and  told  him 
that  the  paper  was  refused  in  payment  of  taxes, 
and,  in  consequence,  was  so  depreciated,  that  a 
cake  of  rice  cost  11,000  mtn,  or  75,000  francs. 
He  advised  that  if  the  king  was  determined  to 
issue  paper  money,  its  value  should  not  exceed 
10,000  ting  of  silver,  or  about  760,000  francs. 
This  sage  counsel,  however,  was  not  observed. 
In  1260,  KobUi,  or  Chi-tsow,  the  first  Mongol 
Emperor,  who  conquered  all  China,  issued  fttoo- 
tekao^  which  were  already  depreciated  one  half. 
In  the  same  year  new  issues  were  made,  called 
tchang'tong-yuen»pao»tchao  of  several  sorts,  be- 
sides some  printea  on  silk,  called  tehong'tong-yn- 
ho.  In  1264,  banks  were  erected  throughout  the 
empire  for  the  issue  of  these  notes.  In  1276,  new 
notes,  called  lutchao^  being  little  more  than  a 
centime  or  two.  In  1279,  these  issues  were 
stopped,  but  the  old  ones  continued  in  circulation, 
though  at  a  constantly  increasing  depreciation. 
In  1288,  new  issues  were  made,  in  whicli  one 
new  note  was  given  for  five  of  the  same  nominal 
value  of  the  old.  Thus  the  Government  defrauded 
its  creditors  of  eighty  per  cent,  of  their  debts. 

It  was  at  this  period  that  the  celebrated  Vene- 
tian traveller,  Marco  Polo,  visited  China;  and 
discovered  the  existence  of  this  paper  money. 
In  b.  ii.,  c.  18,  he  gives  an  account  of  its  manu- 
facture. He  says  that  it  was  made  in  Eanbalu. 
The  inner  rind  of  the  mulberry  tree  was  steeped 
and  pounded  in  a  mortar,  and  then  made  into 
paper,  resembling  that  made  from  cotton,  but 
quite  black.  It  was  then  cut  into  pieces  nearly 
square,  but  of  different  sizes.  The  smallest  were 
of  the  value  of  a  Denier  toumois ;  the  next  for  a 
Venetian  groat;  others  for  two,  five,  and  ten 
groats;  others  for  one  to  ten  gold  besants. 
Several  officers  had  to  subscribe  their  names,  and 
place  their  seals  on  each  note,  which  was  then 
stamped  with  the  royal  seal  dipped  in  vermlUion. 
Counterfeiting  was  a  capital  offence.  It  had  then 
a  forced  currency,  and  no  one  dare  refuse 
it  on  pain  of  death.  Caravans  of  merchants 
arrived  with  their  goods,  which  they  laid  before 
the  king ;  who  selected  what  he  pleased,  and  paid 
them  in  this  money.  When  any  one  wished  to 
exchange  old  money  for  new,  it  was  done  at  the 
Mint,  at  a  char^  of  three  per  cent.  If  any  one 
also  wanted  gold  or  silver  for  manufacture,  they 
could  obtain  bullion  at  the  Mint  in  exchange  for 
the  paper.  He  also  mentions  many  cities  where 
he  observed  this  money. 

In  1309,  the  Emperor  Won-tsong,  seeing  the 
paper  much  depreciated,  issued  a  third  species, 
called  tchi'ta-yn-tchao ;  which,  in  fact,  replaced 
the  old  at  a  depreciation  of  eighty  per  cent. 
Although  some  coinages  of  metal  were  Issued, 
this  paper  was  the  only  money  recognised  by  the 
Government  till  the  end  of  the  Mongol  dynasty. 
From  1341-1367,  new  issues  were  made    which 


were  to  replace  the  old  ones,  and  were  caSfld 
kiao-tchao  of  the  period  tchi-ieng^  as  if  the  &ev 
ones  were  better  than  the  old.    But  no  one  woai4 
take  them.  During  this  period,  insnrrectiotubn>kt 
out  in  every  quarter,  which  the  author  of  the 
work  Ttao'fnouy  which  is  a  continuation  oC  Mato- 
nan-lin,  attributes  to  the  general  discontent  cansed 
by  the  abuses  of  paper  money  by  the  Mongols. 
But  he  does  justice  to  the  proper  nae  of  paper. 
He  recalls  the  excellent  effects  which  the  creatioD 
of  the  kiaO'Ueu  by  Tchang-yang  had  previoosly 
had  in  Sse-tchuen.    ^^  Then,**saya  he,  "  it  was  or- 
dered that  at  the  offices  of  the  rich  merchanta  who 
managed  the  enterprise,  when  the  notes  were  paid 
in  the  money  came  out,  when  the  bills  came  out 
the  money  went  in.    The  money  was  the  mother, 
the  note  was  the  son.    The  son  and  the  mother 
were  reciprocally  exchanged  for   each   other." 
Thus  we  see,  that  even  the  famous  CumrnxKcr 
PaiNGiPLBwas  invented  in  China  500  years  ago! 
This  is  just  the  doctrine  of  some  nu)dem  writen, 
that  the  sole  duty  of  a  bank  is  to  exchange  specie 
for  paper  and  paper  for  specie.    It  was  not  so, 
however,  under  the  Mongols  who  sought  to  make 
the  Chinese  take  their  paper  by  farce,  and  took 
away  all  their  specie,  and  then,  by  woondhig  the 
Chinese  to  the  quick,  took  away  their  oonrage. 
The  Mongols  spent  the  money  they  had  extorted 
from  the  people  on  foreign  luxuries,  and  being 
thus  enervated,  they  were  expelled  in  IS68  trom 
the  country  which  they  had  held  nearly  a  oentozy. 

It  was  during  this  period  that  the  iamouB 
English  traveller.  Sir  John  Maundeville,  visited 
China,  and  he  gives  an  account  of  the  paper 
money  there.  He  says  (Travels j  p,  239.  Edit 
1839)  speaking  of  the  Emperor  of  Cathay 
or  China— **  This  Emperour  may  dispenden  ab 
moche  as  he  wile  with  outen  esty  macionn.  For  he 
despendethe  not,  ne  makethe  no  money,  bot  of 
lether  emprented,  or  of  papyre.  And  of  that 
money  is  som  of  gretter  prys,  and  som  of  lesse 
prys,  aftre  the  dyversitie  of  his  statutes.  And 
whan  that  money  bathe  ronne  so  longe,  that  it 
begynnethe  to  waste,  than  men  beren  it  to  the 
Emperoure's  Tresorye,  and  than  thei  taken  newe 
money  for  the  old.  And  that  money  gothe 
thorghe  out  all  the  contree,  and  thor^e  out  all 
his  provynces.  For  there  and  beyond  hem  thei 
make  no  money  nouther  of  gold  nor  of  svlver. 
And  therefore  he  may  despende  ynow  and  out- 
rageously." 

The  Emperor  Hong,  the  founder  of  the  Ming 
dynasty,  tried  to  restore  a  metallic  currency, 
but  in  1375  the  finances  were  in  such  disorder, 
that  the  Imperial  Council  ordered  notes,  called 
ta-ming'pao'chao,  or  paper  money  of  the  great 
Ming.    Each  tckao  was  worth  an  ounce  of  silver, 
or  7^0  francs.    It  was  ordered  that  four  of  these 
should  exchange  for  one  ounce  of  gold.    Thus 
the  proportion  of  gold  to  silver  had  varied  from 
10  to  1  to  4  to  1.  Private  persons  were  forbidden 
to  use  gold  and  silver  in  commerce,  but  were 
ordered  to  bring  it  to  government,  and  receive 
tchao  instead.    The  tchao  and  the  copper  money 
were  received  in  payment  of  taxes.    In  1393 
three  offices  were  erected  in  the  Eastern  provinces, 
to  each  of  which  30,000  ting  (300,000  Chinese 
ounces,  or  2,500,000  francs)  were  sent  to  be 
issued. 

In  1403,  the  tchao  of  the  Mings  had  fallen  to  a 
heavy  discount.    The  Emperor  Tching-tsou  re- 
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newed  tho  prohibition  to  nse  gold  and  silver 
in  exchanges,  whosoever  did  so  was  to  be  punished 
as  forgers  of  the  Imperial  ordinances. 

In  1426,  the  tchao  which  were  worn  oat  were 
called  in,  In  1450,  Ya-tsong  forbade  even  copper 
money  to  be  nsed  in  commerce.  In  1455,  his 
successor,  King-ty,  ordered  all  the  current  tchao 
to  be  called  in  and  burnt.  In  1467,  Ghun-tsong 
ordered  all  payments,  both  private  and  public,  to 
be  made,  one  half  in  specie  and  one  half  in  tchao. 

The  last  time  the  tchao  are  mentioned  in  history 
is  in  1489,  when  the  Emperor  Hiao-tsong  issued 
a  decree  against  the  government  ofScials  and  rich 
men  speculating  in  tchao.  After  this,  metallic 
money  seems  to  have  been  brought  into  circu- 
lation. In  1576,  silver  was  generally  used  in 
commerce.  In  1593,  in  a  work  called  Souan^fa" 
iong'tsoT^y  which  is  a  collection  of  treatises  on 
arithmetic  and  geometry,  prices  are  usually  esti- 
mated in  silver  ounces,  but  sometimes  in  tchao. 
In  one  place  500  paper  ounces  are  estimated  as 
equal  to  one  silver  ounce,  though  in  another  place 
the  depreciation  stated  is  not  so  great.  In  the 
introduction  tchao  are  mentioned  as  legal  t^der 
as  well  as  silver.  Then  from  1160  to  the  end  of 
the  16th  century  inconvertible  paper  money  had  a 
forced  currency  in  China,  and  displayed  exactly 
the  same  phenomena  as  have  been  so  often  seen 
in  modern  times  in  Europe  and  America. 

In  1644,  the  Mantchous  or  Tartars  conquered 
all  China,  and  seeing  that  the  paper  money  was 
quite  discredited,  and  had  been  one  of  the  great 
causes  of  the  overthrow  of  the  Ming  dynasty 
they  totally  suppressed  it.  In  this  they  pro- 
ceeded to  the  other  extreme,  and  great  destruction 
to  commerce  was  caused  by  the  prohibition  to  use 
anything  but  specie  in  any  transaction.  The 
Tartar  Government  has  never  issued  anything  but 
specie,  but  it  is  certain  that  there  are  Banks  in 
China  which  issue  notes,  as  an  account  is  given  of 
some  in  the  Chinese  Repository  for  1846.  But 
that  only  describes  those  issued  in  one  town,  and 
we  have  no  knowledge  how  far  their  use  is 
general. 

We  have  given  this  account  of  Chinese  paper 
money  because  we  are  not  aware  that  any  ac- 
count of  it  has  ever  been  published  in  English, 
and  it  may  probably  be  new  to  our  readers  to 
learn  that  all  the  phenomena  which  have  been 
displayed  in  Europe  and  America  by  the  issue  of 
paper  money,  were  exhibited  in  China  many  cen- 
turies ago.  We  even  find  that  there  were 
strenuous  advocates  for  the  <*  Currency  Principle  " 
in  China  500  years  ago.  We  have  not,  however, 
been  able  to  discover  whether  they  had  banks  for 
the  purpose  of  discounting  bills  of  exchange, 
They  had  issues  of  paper  in  exchange  for  specie, 
and  also  government  paper  money,  but  we  do  not 
find  that  they  had  what  we  call  a  solid  paper 
credit,  that  is  instruments  of  credit  created  for 
the  purpose  of  facilitating  commerce,  and  then 
extinguished ;  which  is  the  only  system  of  paper 
which  is  not  followed  by  depreciation. 

The  first  paper  money  that  we  are  aware  of  in 
Europe,  was  that  issued  by  the  City  of  Milan,  in 
the  13th  century,  mentioned  by  Cibrario,  who 
quotes  Giulini  Memorie  di  MUanOy  YU.  540. 
This  issue  was  paid  off,  and  we  do  not  fihd  that 
the  Italian  cities  ever  i^ain  availed  themselves  of 
so  obvious,  but  so  dangerous  an  expedient. 


We  need  not  load  our  pages  with  circumstantial 
accounts  of  the  paper  money  of  other  countries, 
such  as  Russia,  Austria,  &c.,  as  the  story  is  the 
same  in  all.  The  history  of  the  Assignats,  Law*s 
Mississippi  scheme,  and  the  paper  money  of  the 
American  colonies,  furnish  ample  materials  to 
study  the  pathology  of  the  subject  without  repeat- 
ing the  wearisome  details. 

The  nearest  approach  to  paper  money  which 
has  been  in  England,  were  the  issues  of  the  Bank 
of  England  during  the  Revolutionary  war.  But 
the  government  strenuously  repudiated  the  came 
of  paper  money,  and  Bank  Notes  were  never 
actually  made  legal  tender.  The  issues  were 
never  made  by  the  Grovernment  but  by  the  Bank, 
who,  as  may  be  seen  in  the  history  of  Banking  in 
England,  resisted  the  importunities  of  Mr.  Pitt 
If  Mr.  Pitt  had  had  the  power  in  his  own  hands, 
it  seems  probable  that  he  would  have  run  just  the 
same  course  as  so  many  others  have  done,  before 
and  since.  When  the  Bank  stopped  in  1797,  it 
was  expected  that  the  notes  would  fall  to  a  heavy 
discount,  as  they  had  done  in  1696,  but  this  did 
not  happen,  ^o  sensible  depreciation  took  place 
till  1801,  when  the  great  scarcity  of  coin,  and  the 
demand  for  gold  caused  by  the  commercial  crisis 
in  Germany,  coupled  with  the  absurd  usury  laws, 
which  prevented  gold  finding  its  natural  price 
here,  caused  immense  quantities  to  be  exported. 
This,  of  course,  raised  the  paper  price  of  gold. 
Lord  King,  and  other  able  writers,  then  called 

Snblic  attention  to  the  fact,  and  proclaimed  the 
octrine,  which  was  perfectly  well  understood  in 
America  60  years  before,  that  the  rise  of  the 
market  price  of  specie  was,  in  fact,  the  proof  and 
the  measure  of  the  depreciation  of  the  paper.  In 
a  year  or  two,  however,  the  market,  or  paper, 
price  fell  to  about  £4,  and  the  depreciation 
being  so  slight  was  comparatively  little  felt. 
But  Cobbett  continued  to  maintain  the  doc- 
trine that  it  was  depreciated,  in  his  R^;ister. 
Gold  continued  at  about  £4  in  paper  per  ounce 
till  1809,  when  the  country  banks  having  mul- 
tiplied to  an  inordinate  extent,  and  the  Bank 
of  England  having  immensely  extended  its  issues, 
and  thereby  fostering  an  extravagant  commercial 
speculation,  the  paper  price  of  gold  began  rapidly 
to  rise.  It  was  at  this  period  Ricardo,  who  had 
attained  a  distinguished  position  on  the  Stock 
Exchaoige,  came  forward  and  republished  the 
doctrines  of  Lord  King,  that  the  high  price  of 
bullion  was  the  proof  of  the  depreciation  of  the 
paper.  This  pamphlet  appeared  at  a  fortunate 
period  for  the  author,  as  the  increased  price  of 
gold  rapidly  became  serious,  and  attracted  the 
attention  of  Parliament.  In  1810,  the  celebrated 
Bullion  Committee  was  appointed,  which  adopted 
the  doctrine  that  the  rise  of  the  market  price  of 
gold  and  the  fall  of  the  foreign  exchange  was  the 
proof  and  the  measure  of  the  depreciation  of  the 
paper.  The  recommendations  of  the  Report  were 
rejected  by  Parliament,  and  the  price  of  gold  con- 
tinued to  rise  till  1815.  In  that  and  the  following 
year  there  was  a  great  destruction  of  country 
banks,  and  a  vast  amount  of  their  issues  being 
cleared  away,  the  value  of  the  remaining  paper  rose 
very  nearly  to  par,  and  continued  so  till  the  end  of 
1818,  when,  owing  again  to  the  mismanagement  of 
the  Bank,  it  became  depreciated  for  a  year  or  so. 
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Tabu  shetoine  the  chief  variatiofu  in  the  Market 
Price  of  Gold  Bullion  from  1790  to  IS19,  and  the 
real  value  of  the  Bank  Note  during  the  restriction. 


Market  Price 

Real  Value 

of 

of  the 

Gold  Bullion. 

Bank  Note. 

£     8. 

d. 

X   B.   d. 

Jan.         1790  \ 

to             [ 

3  17 

C 

Ang.  25, 1797  ) 

Sept    1, 1797  ) 

to             [ 

8  17 

lOi 

10    0 

Oct    19,  1798  ) 

Get.    26,1798 

to 

3  17 

9 

10    0 

Sept.  18, 1799  ) 

Sept.  20, 1799  ) 

to             \ 

No  Quotation. 

April   6,1804 

April  13, 1804  ) 

to 

4    0 

0 

0  19    6 

Oct.    15,1806) 

July        1808 

No  Quotation. 

Feb.        1809 

4  10 

0 

0  17    4 

May        1809 

4  U 

0 

0  17    1-7 

Jan.         1810 

4  13 

8 

0  16    9-3 

Oct      9, 1810 

4    5 

0 

0  18    4-2 

Feb.    12,1811 

4  12 

0 

0  16  11-4 

Mar.  26,1811 

4  16 

0 

0  16    3 

Oct    25,1811 

4  18 

0 

0  15  11 

Oct      2, 1812 

5    7 

0 

0  14    5 

Jan.   22,1818 

5    4 

0 

0  15    0 

Aug.     6,1813 

6  10 

0 

0  14    2 

Feb.         1814 

5    8 

0 

0  14    4-2 

April  12, 1814 
May  31,1814 

5    5 

0 

0  14    9 

6    3 

0 

0  15    1-7 

June    7, 1814 

5    0 

0 

0  15    7-2 

June  28, 1814 

4  10 

0 

0  17    4 

Sept  20, 1814 

4    6 

0 

0  18    1-6 

Nov.  15, 1814 

4    8 

0 

0  17    8-7 

AprU   4,1815 

6    7 

0 

0  14    6 

June    9,1815 

5    5 

0 

0  14  10 

June  30, 1815 

5    0 

0 

0  15    7*2 

July     7,  1815 

4  14 

0 

0  16    7-2 

Aug.     4, 1815 

4  10 

0 

0  17    4 

Sept  15, 1815 

4    9 

0 

0  17    6-3 

Oct    13,1815 

4    3 

0 

0  18    9-5 

Jan.      2, 1816 

4    2 

0 

0  19    0-3 

April   9,  1816 

4    1 

0 

0  19    81 

AprU  23, 1816 

4    0 

0 

0  19    6 

July     9, 1816 

8  19 

0 

0  19    8-7 

Oct     8, 1816  ) 

to             [ 

3  18 

6 

0  19  10*2 

April   4,1817) 

April  18,  1817 

8  19 

0 

0  19    8-7 

July  18,1817 

4    0 

0 

0  19    6 

Jan.    23,1818 

4    1 

0 

0  19    8-1 

Feb.   13,1818 

4    2 

6 

0  18  11 

Oct     6, 1818 

4    2 

8 

0  19    0-3 

Jan.    22,1819 

4    3 

0  18    9-5 

On  thb  Regulation  of  ^  Papsb  Curbengt. 

We  have  in  the  article  Credit,  as  well  as  in 
this  one,  shewn  that  it  is  one  of  the  most  im- 
portant doctrines  of  Political  Economy  to  under- 
stand that  instruments  of  Credit,  such  as  Bills  of 
Exchange,  Bank  Notes,  Bank  Credits,  &c.,  are 
separate  and  independent  articles  of  property, 
wholly  distinct  from  money  and  commodities, 
and  that  they  do  not  represent  money,  as  Bills  of 
Lading  represent  goods.  However,  they  only 
maintain  their  value  through  the  belief  and 
confidence  that  they  can  be  exchanged  for  money, 
and  if  that  belief  or  confidence  fail,  their  whole 
value  vanishes  into  air.  When  we  consider  the 
colossal  amount  of  this  property,  which  exists  in 
modern  times,  consisting  of  many  hundreds  of 
millions  in  value,  the  destruction  of  which  is  in 


every  respect  equivalent  to  the  destruction  of  any 
other  species  of  tangible  property,  we  can  at  once 
see  the  amazing  importance  of  the  qnestkm  as  to 
the  best  method  of  maintaining  the  valae  of  this  pro- 
perty, and  guarding  against  its  liabilitv  to  destruc- 
tion .  When  we  consider  that  the  value  of  this  B{>ecit:s 
of  property  in  this  country  on  a  moderate  estimate 
cannot  be  placed  at  less  than  £1,000,000,000, 
and  that  the  cash  is  not  supposed  to  exceed 
£70,000,000,  we  see  that  the  value  of  the  credit 
is  somewhat  in  what  physicists  would  call  a  posi- 
tion of  unstable  equilibrium.  This  wonderful 
mass  of  property  may,  if  mismanaged,  come  to 
resemble  what  is  said  to  have  taken  place  upon 
opening  the  tombs  of  some  Etrarian  Kings. 
There  appeared  to  be  the  form  of  a  man  reposing 
and  arrayed  in  his  royal  robes,  but,  upon  V^ 
slightest  vibration  disturbing  the  atmosphere,  it 
immediately  sank  into  a  few  spoonfulls  of  dust. 

All  theories  of  paper  currency,  however  num- 
erous and  perplexed  they  may  appear,  may  be 
reduced  to  three  varieties : — 

1.  To  issue  paper  based  upon  Bullion. 

2.  To  issue  paper  based  upon  Land,  the  Public 

Funds,  or  upon  commodities. 

3.  To  issue  an  inconvertible  currency,  that  is 

paper  money. 

We  have  already  given  sufficient  examples  of 
the  last  of  these,  and  as  the  advocates  of  snch  a 
plan  in  this  country  are,  we  believe,  almost  if  not 
quite  extinct,  we  may  pass  it  over  as  not  worth 
arguing  about.  The  second  theory  Is  John 
Law*s,  and  as  we  have  given  a  full  account  of  it 
under  Law,  we  refer  to  that  article.  We  may 
confine  our  attention  to  the  first  alone,  which 
makes  bullion  the  only  proper  basis  of  a  paper 
currency. 

But  the  advocates  of  this  theory  are  divided 
into  two  sects.  (The  one  maintains  that  bank 
notes,  payable  to  bearer  on  demand,  alone  are 
currencv,  and  excludes  all  other  forms  of  papa- 
credit  from  that  title;  and  they  maintaui  this 
doctrine — 

That  if  hank  notes  are  permitted  to  he  issned 
they  ought  to  he  exactly  equal  in  quantify  to  the  coin 
they  displace. 

This  IS  called  the  Cubrbnct  Pbikgiflb. 

The  other  party  maintains  that  this  limitation 
is  unnecessary,  and  that  it  is  too  severe.  They 
say  that  if  the  notes  are  made  payable  on  demand, 
and  are,  practically  speaking,  convertible  at  the 
will  of  the  holder,  that  the  extent  of  these  issues 
may  safely  very  greatly  exceed  the  amount  of 
specie  that  would  be  in  circulation  under  a  purely 
metallic  currency.  They  say  that  there  is  no 
possibility  of  judging  by  the  absolute  numerical 
quantity  of  paper  whether  it  is  excessive  or  not, 
and  that  the  only  test  whether  paper  Is  excessive 
or  not  is  to  be  found  in  the  price  of  gold  bullion 
and  the  state  of  the  foreign  exchanges. 

On  thb  currency  PRINCIPLE. 

We  saw  in  the  preceding  account  of  Chinese 
paper  money  that  when  the  Government  had 
brought  the  country  to  a  state  of  the  deepest 
distress  by  their  extravagant  issues  of  paper 
money,  a  writer  sighed  for  the  days  when  no 
paper  was  issued  except  in  exchange  for  specie, 
and  specie  was  exchanged  for  paper.  This  is 
the  first  instance,  that  we  are  aware  of,  of  the 


CURRENCY   PRINCIPLE. 


CURRENCY   PRINCIPLE. 


673 


doctrine  which  is  called  the  Cdrbemct  Prin- 
ciple. The  next  enunciation  of  it  that  we  are 
aware  of  is  in  John  Law's  Money  and  Trade 
Considered,  p.  73,  edit  1755,  where  he  says: — 
^*  Some  are  against  all  banks  where  the  money 
does  not  lie  pledged  equal  to  the  credit."* 

It  was  npon  this  principle  that  the  Banks  of 
Venice,  Amsterdam,  and  Hamburgh  were  con- 
structed.   These  places  were  the  centres  of  a 
gi*eat  foreign  commerce,  and,  as  a  natural  conse- 
quence, an  immense  quantity  of  coin  of  all  sorts, 
of  different  countries  and    denominations,  was 
brought  by  the  foreigners  wlio  resorted  to  them. 
These  coins  were,  moreover,  great!}'  clipped,  worn, 
and  diminished.    This  degraded  state  of  the  cur- 
rent   coin  produced    intolerable  inconvenience, 
disorder,  and  confusion  among  merchants,  who, 
when  they  had  to  make  or  receive  payment  of 
their  bills*  had  to  offer  or  receive  a  bagful  of  all 
sorts  of  different  coins.    The  settlement  of  these 
bills,  therefore,  involved  perpetual  disputes, — 
which  coins  were  to  be  received,  and  which  were 
not,  and  how  much  each  was  to  count  for.    In 
order  to  remedy  this,  it  became  absolutely  neces- 
sary that  some  fixed  nnifonn  standard  of  payment 
should  be  devised,  to  ensure  regularity  and  a 
just  discharge  of  debts.    In  order  to  do  this,  the 
magistrates  of  these  cities  instituted  a  Bank  of 
Deposit,  in  which    every  merchant   placed  all 
their   coins   of  different  weights  and  nations. 
These  were  all  weighed,  and  the  bank  gave  him 
credit,  either  in  the  form  of  notes,  or  an  entiy  in 
their  books,  exactly  corresponding  to  the  real 
amount  of  the  bullion  deposited.    The  owner  of 
this  credit  was  entitled  to  have  a  certain  quantity 
of  coin  of  full  weight  on  demand*    These  credits, 
thei-efore,  always  insured  a  uniform  standard  of 
payment,  and  it  was  enacted  that  all  bills  upon 
the  respective  cities,  above  a  certain    amount 
should  be  paid  in  these  credits,  which  were  called 
bank  money.     The  consequence  was  evident :  as 
this  bank  money  was  always  exchangeable  for 
money  of  full  weight  on  demand,  it  was  always 
at  a  premium,  or  agio,  as  compared  with  the 
current  money.    The  difference  was  usually  from 
5  to  9  per  cent,  in  the  different  cities.    The  ex- 
pression, agio  or  premium,  is  likely  to  mislead, 
because  it  is  evident  that  it  was  the  bank  money 
that  was  the  true  standard,  and   the  current 
money  that  was  at  a  discount. 

These  banks  professed  to  keep  all  these  coins 
and  bullion  in  their  vaults.  They  made  no  use 
of  them  in  the  way  of  business,  as  by  way  of 
discountiug  bills.  Thus  the  credit  created  was 
exactly  equal  to  the  specie  deposited,  and  their 
sole  business  was  to  exchange  specie  for  paper, 
and  paper  for  specie. 

They  were  examples  of  the  CnsBBMcr  Pbin- 
ciPLE,  and  they  are  the  models  to  which  many 
persons  would  wish  to  see  all  banks  reduced, 
and  we  shall  see  that  they  maintain  that  paper 
should  fluctuate  in  quantity  exactly  as  a  metallic 
cun'ency  would  do  if  there  were  no  paper ;  and 
that  if  paper  is  substituted  for  specie,  it  can  only 
maintain  an  equality  of  value  with  specie  by 
being  exactly  equal  in  quantity  to  what  the  specie 
would  have  been  if  there  were  no  paper. 

Those  who  support  this  doctrine,  however,  in 

modern  times,  rely  probably  upon  some  passages 

in  Adam  Smith,  which  we  shall  now  lay  before 

>Qar  readers  and  examine.    In  B.  ii.  c.  11  (p,  126, 


McCtdhcKs  editimi)  Smith  speaks  of  the  substi- 
tution of  a  paper  currency  for  money,  and  says 
that  the  way  in  which  this  tends  to  increase  the 
revenue  of  the  Society  is  iiot  very  obvious,  and 
which  he  then  endeavours  to  explain.  After 
saying  that  a  banker,  who  has  obtained  the  con- 
fidence of  the  public,  may  substitute  his  own 
notes  for  specie,  and  support  their  credit  by 
keeping  perhaps  only  one-fifth  in  specie,  he 
shews  what  becomes  of  the  remaining  specie. 
He  says : — 

**  Let  us  suppose,  for  example,  that  the  whole 
circulating  money  of  some  particular  country 
amounted,  at  a  particular  time,  to  one  million 
sterling,  that  sum  being  then  suf^cient  for  circu- 
lating the  whole  annual  produce  of  their  land  and 
labour.  Let  us  suppose,  too,  that  some  time 
thereafter  different  banks  and  bankera  issued 
promissory  notes  payable  to  bearer  to  the  extent 
of  one  million,  reserving  in  their  different  coffers 
£200,000  for  answering  occasional  demands. 
There  would  remain,  therefore,  in  circulation 
jC800,000  in  gold  and  silver,  and  a  million  of 
bank  notes,  or  eighteen  hundred  thousand  pounds 
of  paper  and  money  together.    But  the  annual 

Eroduce  of  the  land  and  labour  of  the  country 
ad  before  required  only  one  million  to  circulate 
and  distribute  it  to  its  proper  consumers,  and 
that  annual  produce  cannot  he  immediately  aug^ 
mented  by  these  operations  of  banking.  One 
million  therefore  will  be  snfScient  to  circulate  it 
after  them.  The  goods  to  be  bought  and  sold 
being  precisely  the  same  as  before,  the  same 
quantity  of  money  will  be  sufficient  for  buying 
and  selling  them.  The  channel  of  circulation, 
if  I  may  be  allowed  such  an  expression,  will 
remain  precisely  the  same  as  before.  One  million 
we  have  supposed  sufBcient  to  fill  that  channel. 
Whatever,  therefore,  is  poured  into  it  beyond  this 
sum  cannot  run  in  it,  but  must  overflow.  One 
million  eight  hundred  thousand  pounds  are 
poured  into  it.  Eight  hundred  thousand  pounds 
therefore  must  overflow,  that  sum  being  over  and 
above  what  can  be  employed  in  the  circulation  of 
the  countrj'.  But  though  this  sum  cannot  he 
employed  at  home,  it  is  too  valuable  to  be  allowed 
to  lie  idle.  It  will  therefore  be  sent  abroad,  in 
order  to  seek  that  profitable  employment  which 
it  cannot  find  at  homo.  But  the  paper  cannot  go 
abroad,  because  at  a  distance  from  the  banks 
which  issue  it,  and  from  the  country  in  which 
payment  of  it  can  be  enacted  by  law,  it  will  not 
be  received  in  common  payments.  Gold  and 
silver,  therefore,  to  the  amount  of  eight  hundred 
thousand  pounds,  will  be  sent  abroad,  and  the 
channel  of  home  circulation  will  remain  filled 
with  a  million  of  paper,  instead  of  the  million  of 
those  metals  which  filled  it  before. 

'*  But  though  so  great  a  quantity  of  gold  and 
silver  is  thus  sent  abroad,  we  must  not  imagine 
that  it  is  sent  abroad  for  nothing,  or  that  its 
proprietors  make  a  present  of  it  to  foreign  nations. 
They  will  exchange  it  for  foreign  goods  of  some 
kind  or  another,  in  order  to  supply  the  con- 
sumption either  of  some  other  foreign  country,  or 
of  their  own. 

'*  If  they  employ  it  in  purchasing  goods  in  one 
foreign  country,  in  order  to  supply  the  con- 
sumption of  another,  or  in  what  is  called  the 
carrying  trade,  whatever  profit  they  make  will 
be  an  addition  to  the  neat  revenue  of  their  own 
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country.    It  is  like  a   new   fond   created  for 
carrying  on  a  new  trade." 

Smith  then  proceeds  to  detail  the  varions 
methods  in  which  he  considers  such  a  coarse  will 
augment  the  revenue  of  the  country.  And  we 
observe  this,  that  though  he  makes  the  arbitrary 
assertion  that  the  annual  produce  cannot  be 
immediately  augmented  by  the  operations  of 
banking,  a  dogma  which  we  shall  consider  here- 
after, he  expressly  says  that  the  revenue  and 
wealth  of  the  country  are  increased  by  the  full 
amount  of  the  gold  and  silver  exported.  Thus 
we  see  that  he  expressly  says  that  the  wealth 
of  the  country  is  increased  by  the  amount  of  the 
credit  created. 
In  the  next  page  he  says : — 
^'When  paper  is  substituted  in  the  room  of 
gold  and  silver  money,  the  quantity  of  the 
materials,  tools,  and  maintenance  which  the 
whole  circulating  capital  can  supply,  may  be 
increased  by  the  whole  value  of  gold  and  silver 
which  used  to  be  employed  in  purchasing  them. 
The  whole  value  of  the  gi*eat  wheel  of  circulation 
and  distribution  is  added  to  the  goods  which  are 
circulated  and  distributed  by  means  of  it.  •  •  * 
When,  therefore,  by  the  substitution  of  paper, 
the  gold  and  silver  necessary  for  circulation  is 
reduced  to,  perhaps,  a  fifth  part  of  the  former 
quantity,  if  the  value  of  only  the  greater  part  of 
tiie  four-  fifths  be  added  to  the  funds  which  are 
destined  for  the  maintenance  of  industry,  it  must 
make  a  very  considerable  addition  to  the  quantity 
of  that  industry,  and  consequently  to  the  value 
of  the  annual  produce  of  land  and  labour." 

Thus  we  see  that  Smith  first  of  all  says  that 
the  operations  of  banking  can  make  no  increase 
of  the  annual  produce  of  the  country,  and  then 
he  says  that  it  must  make  a  very  considerable 
addition  to  it  I 

At  p.  130,  he  says  :— "  The  whole  paper  money 
of  every  hindy  which  can  eruily  circulate  in  any 
country,  never  can  exceed  the  value  of  the  gold 
and  silver  of  which  it  supplies  the  place,  or 
which  (the  commerce  being  supposed  the  same) 
would  circulate  if  there  was  no  paper  money. 
*  *  Should  the  circulating  paper  at  any  time 
exceed  that  sum,  as  the  excess  could  neither  be 
sent  abroad  nor  be  employed  in  the  circulation 
of  the  country,  it  must  immediately  return  upon 
the  banks  to  be  exchanged  for  gold  and  silver.** 

The  reader  will  at  once  perceive  the  loose 
character  of  the  dogmatic  assertions  contained  in 
this  extract.  What  is  the  ^^  whole  paper  money 
of  every  kind  ?"  What  does  he  mean  by  "  easily 
circulate  P" 

The  comments  of  Mr.  Thornton  on  this  pas- 
sage are  so  good  that  we  will  lay  them  before 
our  readers.  He  says  {Essay  on  Paper  Credit, 
f.  44)  **  Does  Dr.  Smith  mean  to  include,  in  his 
idea  of  the  trhole  paper  money  of  every  kind  which 
can  ^  easily  circulate,"  all  the  bills  of  exchange 
of  a  country,  or  does  he  not  ?  And  docs  he  also 
include  interest  notes,  Exchequer  bills,  and  India 
bonds,  and  those  other  ai-ticlcs  which  very  much 
resemble  bills  of  exchange  ?  In  an  earlier  part 
of  his  chapter  he  has  this  observation :  *^  There 
are  different  soiis  of  paper  money ;  but  the  cir- 
culating notes  of  banks  and  bankers  are  the 
species  which  is  best  known,  and  which 
seems  best  adapted  for  this  purpose."  We  are 
led  to  judge  by  this  passage,  an<l  also  by  the 


term  "paper  money  of  every  kind,**  in  the  pas- 
sage before  quoted  that  it  was  bis  purpose  to  ia- 
clude  bills  of  exchange ;  on  the  other  hand,  if  all 
the  bills  of  exchange  of  a  country  are  to  be 
added  to  the  bank  notes  which  circulate,  it  be- 
comes, then,  so  manifest,  that  the  whole  of  tht 
paper  must  be  more  than  equal  to  tlie  aiiKniDt  of 
the  money  which  would  circulate  if  there  wen 
no  paper ;  that  we  feel  surprised  that  the  erro- 
neonsness  of  the  position   did  not  strike   Dr. 
Smith  himself.    He  introduces,  indeed,  the  quali- 
fying word  "  easily ;"  he  speaks  of  *■  the  whole 
paper  money  of  every  kind  which  can  easily  cir- 
culate."   But  the  term,  as  I  apprehend,  is  meaEt 
only  to  refer  to  an  easy,  in  contradistinctioD  to  a 
forced  paper  circulation  ;  fcM*  it  is  on  the  subjeft 
of  a  forced  circulation  that  a  great  part  of  hu 
observations  turn.    He  seems,  on  the  other  hand, 
to  have  paid  no  regard  to  the  distinction  on  whicii 
I  have  dwelt,  of  a  more  slow  and  a  niore  rapiU 
circulation  ;  a  thii  g  which  is  quite  difierc'nt  firoa 
an  easy  and  a  difficult  cu-culation.     He  appears 
in  short,  not  at  all  to  have  reflected  how  fa^  his 
maxim  is  rendered  (if  laid  down  in  the  terms 
which  be  has  used)  both  by  the  different  degrees 
of  rapidity  of  circulation  which  generally  belong 
to  the  two  different  classes  of  paper  of  which  I 
have  spoken,  and  also  by  the  different  degrees  of 
rapidity  which  may  likewise  belong  to  the  circula- 
tion of  the  same  kinds  of  paper,  and  even  of  the 
same  guineas,  at  different  times. 

"The  error  of  Dr.  Smith,  then,  is  this— he 
represents  the  whole  paper,  which  can  easily  cir- 
culate when  there  are  no  guineas,  to  be  the  same 
in  quantity  with  the  guineas  which  woold  circu- 
late if  there  were  no  paper  ;  whereas,  it  is  th« 
quantity  not  of  *^  the  thing  which  circulates," 
that  is  of  the  thing  which  is  capable  oi  circnlatioo, 
but  of  the  actual  circulation  which  should  rather 
be  spoken  of  as  the  same  in  both  cases.  The 
quantity  of  circulating  paper,  that  is  of  paper 
capable  of  circulation  may  be  great,  and  yet  the 
quantity  of  actual  circulation  may  be  small,  or 
vice  versa.  The  same  note  may  either  effect  tea 
payments  in  one  day,  or  one  payment  in  ten 
days;  and  one  note,  therefore,  will  effect  the 
same  payments  in  the  one  case  which  it  would 
require  a  hundred  notes  to  effect  in  the  other." 

To  shew  how  utterly  futile  the  notion  of 
Adam  Smith  is,  we  have  only  to  recollect  that  a 
bill  of  exchange  for  £100,  with  20  indorsentents 
on  it,  is  equivalent  to  20  bills  of  exchange  of 
£100  each,  so  that  it  purely  depends  upon  the 
convenience  of  the  pai'ties  whether  there  is  a 
single  bill  of  £100,  or  20  bills  for  £100  in  circu- 
lation. 

Such  is  the  doctrine  of  the  Currency  Principle 
as  it  appears  in  Smith,  and  we  can  clearly  see 
that  it  is  a  mere  dogmatic  assertion,  destitute  of 
the  smallest  shadow  of  proof,  and  the  history  of 
Banking  in  Scotland  proves  its  utter  falsehood. 
We  have  fully  explained  under  Cash  Crbdit  tho 
mechanism  of  that  part  of  Scotch  banking.  Now, 
when  to  promote  a  public  work  or  anything  else, 
a  Scotch  bank  creates  a  credit,  and  issues  a 
quantity  of  notes,  what  pretence  is  there  for 
saying  that  they  only  replace  a  quantity  of  specie 
that  was  already  in  existence  ?  Is  it  not  clear 
that  they  are  in  excess  of  the  metallic  specie  ? 
But  they  produce  exactly  the  same  effects  as  if 
they  wore  specie,  and  therefore  they  are  capital 
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as  much  as  money  woald.be.  Adam  Smith  only 
asserts  the  truth  of  the  proposition  on  the  sappo- 
sition  that  the  commerce  remains  the  same.  Bat 
what  need  is  there  that  the  commerce  should 
remain  the  same  f  On  the  contrary,  the  com- 
merce may  be  immensely  extended  by  this 
means. 

The  doctrine  of  Smith,  that  the  paper  money 
of  every  kind  that  can  easily  circulate  in  any 
country  is  only  equal  to  what  the  specie  would 
have  been  if  there  were  no  paper,  is  manifestly 
false,  if  bills  of  exchange  be  included  under  the 
term  as  Smith  clearly  includes  them. 

The  sect,  however,  who  support  this  principle 
in  the  present  day,  rigorously  exclude  all  forms  of 
paper  credit  from  the  designation  of  currency, 
except  Bank  Notes  payable  to  bearer  on  demand, 
and  they  maintain  that  the  doctrine  is  true  re- 
garding them.  I'his  sect  comprehends  Lord 
Overstone,  Colonel  Torrens,  Mr.  Norman,  and 
some  others.  Their  opinions  have  been  so  fully 
quoted  already  in  the  preceding  parts  of  this 
article,  that  we  need  not  repeat  them  here 

We  shall  now  examine  Mr.  Miirs  opinions. 
In  the  Preliminary  Remarks  to  vol  i.,  he  says  :— 
*^  Farther  consideration  shewed  that  the  uses  of 
money  are  in  no  respect  promoted  by  increasing 
the  quantity  which  exists  and  circulates  in  a 
country ;  the  service  which  it  performs  being  as 
well  rendered  by  a  small  as  by  a  large  aggregate 
amount.**  The  slightest  experience  of  reality 
shews  that  this  dogma  is  utterly  unfounded.  Is 
it  really  to  be  believed  that  the  introduction  of 
fresh  money  can  produce  no  benefit  to  a  country  ? 
Such  a  statement  only  requires  to  be  made  to  be 
refuted  by  general  experience. 

In  B.  III.  cap.  13.  §  5,  he  says — "Another  of 
the  fallacies  from  which  the  advocates  of  an  incon- 
vertible currency  derive  support  is  the  notioa, 
that  an  increase  of  the  cun*ency  quickens  indus- 
try. This  idea  was  set  afloat  by  Hume,  in  his 
Essay  on  Money,  and  has  had  many  devoted 
adherents  since."  Not  only  has  it  had  many 
devoted  adherents  since,  but  it  had  many  devoted 
adherents  long  before  Hume  was  born,  as  every 
one  the  least  acquainted  with  economical  litera- 
ture knows  well  enough,  and  as  every  one  knows 
to  be  true  who  has  studied  economical  history. 

He  then  says,  §  0— **Tbe  substitution  of  paper 
for  metallic  currency  is  a  national  gain,  an^^  fur- 
ther increase  of  paper  beyond  thie  is  but  a  form  of 
ro^)bery. 

*'  An  issue  of  notes  is  a  manifest  gain  to  the 
issuers,  who,  until  the  notes  are  returned  for  pay- 
ment, obtain  the  use  of  them  as  it  they  were  a 
real  cai>ital ;  and  so  long  as  the  notes  are  no  per- 
manent addition  to  the  currency,  but  merely  su*  | 
persede  gold  or  silver  to  the  same  amount,  the  : 
gain  of  the  issuer  is  a  loss  to  no  one ;  it  is  obtained  , 
by  saving  to  the  community  the  expense  of  the 
more  costly  material.    But  if  there  is  no  gold  or 
silver  to  be  superseded — if  the  notes  are  added 
to  the  currency,  instead  of  being  substituted  for 
the  metallic  part  of  it— all  holders  of  currency 
lose  by  the  depreciation  of  its  value,  the  exact 
eiuivalent  of  what  the  issuer  gains." 

AgaJn  in  B.  111.  ch.  22.  §  3,  he  says— ''When 
metallic  money  had  been  entirely  superseded  and 
expelled  from  cbculation,  by  the  substitution  of 
an  equal  amount  of  bank  notes,  any  attempt  to 
keep  a  still  luithcr  quantity  of  paper  iu  circula- 


tion must,  if  the  notes  are  convertible,  be  a  com- 
plete failure.  The  new  issue  would  again  set  in 
motion  the  same  train  of  consequences  by  which 
the  gold  coin  had  already  been  expelled.  The 
metals  would,  as  before,  be  required  for  exporta- 
tion, and  would  be  for  that  purpose  demanded 
from  the  banks  to  the  full  extent  of  the  super- 
fluous notes,  which  thus  could  not  possibly  be 
retained  in  circulation." 

In  B.  III.  ch.  8.  §  2,  he  says—"  It  is  to  be  re- 
marked that  this  ratio  would  be  precisely  that 
in  which  the  quantity  of  money  had  been  in- 
a*eased.    [He  is  speaking  of  a  sudden  increase 
•  in  the  quantity  of  money.]    If  the  whole  money 
I  in    circulation  was   doubled,  prices  would   t!e 
i  doubled.    If  it  was  only  increased  one  fourth, 
prices  would  rise  one  fourth.'* 

We  have  only  now  to  consider  the  mechanism 
of  Banking  to  sec  that  it  at  once  gives  the  death- 
blow to  all  these  brain -spun  theories  about  the 
Currency  Principle,  and  to  shew  how  futile  it  is 
to  suppose  that  it  can  be  carried  out  in  this 
country. 

The  early  bankers,  as  we  have  shewn,  received 
money  on  deposit,  for  which  they  gave  their  notes. 
Y^y  doing  so  therefore  they  only  gave  paper  for 
specie,  and  if  they  had  stopped  there,  that  would 
have  been  the  Currency  Principle.  But  by  doing 
so  they  would  have  made  no  profit  for  theu- 
trouble,  unless  they  had  received  a  commission  on 
the  money  they  kept.  But  on  the  contrary,  they 
paid  interest  for  its  use.  They  made  profits  by 
discounting  commercial  bills.  And  this  they  did, 
not  by  lending  out  the  money  they  received,  as 
is  commonly  but  erroneously  supposed,  but  by 
giving  their  notes  payable  to  bearer  on  demand. 
Hence  it  is  quite  clear  that  the  whole  amount  of 
notes  so  advanced  was  iu  addition  to  the  metallic 
currency,  and  therefore  a  robbeiy  according  to 
Mr.  Mill,  and  so  far  a  violation  of  the  Currency 
Principle.  By  this  means  they  multiplied  their 
issues  many  times  greater  than  the  amount  of 
specie  they  held,  and  though  of  course  a  certain 
amount  would  be  demanded  in  specie,  yet 
experience  would  show  that  they  could  safely 
maintain  in  circulation  about  eight  or  ten  times 
the  amount  they  held  iu  specie. 

We  will  now  recall  to  our  readers  the  first  or- 
ganization of  the  Bank  of  England.  It  was 
founded  by  the  subscription  of  X 1, 200,000  in 
money  to  forward  the  war  with  France.  This 
money  was  advanced  to  Government,  and  put 
into  circulation.  But  the  Bank  was  authorised 
to  create,  and  issue  notes  to  an  equal  amount  iu 
the  discount  of  bills  and  loans,  and  the  annual 
sum  paid  by  the  Government  was  supposed  to  be 
snfiicient  to  maintain  their  credit,  or  couverti- 
biliiy.  Now  it  is  quite  clear  that  the  sum  of 
£1, '200,000  in  notes  was  so  much  added  to  the 
previously-existing  metallic  currency — and  there- 
fore robbery  according  to  Mr.  Mill— and,  by  so 
much,  a  violation  of  the  Currency  Principle. 

We  have  not  been  able  to  gather  distinctly 
what  were  the  limits  imposed  upon  the  obliga- 
tions of  the  Bank  at  its  foundation.  It  appears 
to  be  clear  that  they  did  not  use  cheques,  as  John 
Law,  writing  upwards  of  twenty  years  afterwards, 
says  that  they  were  not  used  in  London  then. 
But  the  increased  powers  of  issue  the  Bank  ac- 
quired, enabled  them  in  a  very  short  time  to  re- 
dnce  the  rate  of  discount  from  8  i)er  ceut.  to  3  per 
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cent.  This  shows  how  utterly  trnfoanded  is 
Mr  Mill*8  assertion,  B.  IIT.,  c.  xxiii ,  §  4 — ^*  An 
increase  of  the  currency  has  in  itself  no  effect,  and 
is  incapable  of  having  any  effect  on  the  rate  of 
interest " 

Bnt  as  the  favonrei's  of  the  Bank  Act  of  1 844 
allege  that  the  Currency  Principle  is  carried  into 
effect  by  that  Act,  we  will  show  how  utterly  fu- 
tile such  a  notion  is.    That  Act  permits  a  certain 
amount  of  issues  to  be  made  on  public  securities, 
and  all  above  that  must  be  covered  by  bullion 
actually  deposited,  so  that  the  amount  of  issues 
permitted  always  varies  with  the  specie  in  its 
vaults.    This  is  supposed  to  be  the  Currency 
Principle.    But  the  least  consideration  will  show 
that  such  a  notion  is  a  delusion.    The  Bank  pur- 
chased the  fourteen  millions  of  securities  with 
money  advanced    to    Government,  and  on  the 
security  of  the  public  debt,  it  is  allowed  to  issue 
fourteen  millions  of  notes.    Is  it  not  quite  clear 
that  these  fourteen  millions  of  notes  are  an  addi- 
tion to  the  mass  of  the  Currency,  just  as  the  first 
i;  1,200,000  of  notes  were  an  addition  to  the  then 
existing   specie?    But  more   than    that.    The 
Bank  makes  advances  by  means  of  credits  created 
in  its  books  called  deposits,  and  in  a  vast  quantity 
of  cases  these  are  not  turned  into  notes  at  all,  but 
are  operated  upon  by  means  of  cheques.    Now  it 
is  clear  that  they  are  an  augmentation  of  the  Cur- 
rency Just  as  much  as  if  they  were  notes,  and  yet 
they  are  taken  no  accouut  of  by  the  supporters  of 
the  CuiTency   Principle !    These    "  other   De- 
posits," as  they  are  called  in  the  Bank  Accounts, 
may  be  largely  increased  without  any  increase  of 
the  notes  in  circulation,  and  they  are  counted  as 
nothing  by  the  believers  in  the  Act  I    Now  what 
possible  difference  can  it  be,  whether  a  man  has 
Bank  Notes  in  his  pocket,  or  a  credit  in  the 
Bank's  books,  which  he  can  draw  a  cheque  upon  ? 
What  the  amount  of  operations  effected  by  means 
of  cheques  as  compared  with  those  effected  by 
means  of  notes  is,  it  is  of  course  wholly  impossible 
even  to  surmise;   but,  whatever   it  is,  and  it 
must  amount  to  many  millions  daily,  it  goes  ab- 
solutely for  nothing  in  the  estimation  of  those 
who  maintain  that  nothing  but  Bank  Notes  pay- 
able on  demand  are  currency ! 

The  simplest  consideration  will  show  that 
those  who  maintain  that  the  Bank  Act  carries 
out  the  Cun*ency  Principle  must  maintain  this 
proposition^that  twice  fourteen  millions,  and 
besides  that,  a  large  and  indefinite  number  of 
millions  are  equal  to  fourteen  millions. 

We  thus  see  how  erroneous  it  is  to  suppose 
that  the  Bank  Act  carries  into  effect  the  Currency 
Principle,  or  that  it  is  possible  to  do  so  while  the 
Bank  is  permitted  to  do  any  banking  business  at 
all.  Every  bill  discounted  by  a  bank  is  a  viola- 
tion of  the  Currency  Principle,  and  is  an  increase 
of  the  Currency,  and  therefore  robbery,  accord- 
ing to  Mr.  Mill. 

We  shall  now  examine  another  supposed 
attempt  to  carry  the  Currency  Principle  into 
effect. 

When  the  administration  of  India  was  placed 
by  Parliament  directly  in  the  hands  of  the  Crown, 
it  became  necessary  to  re-organise  its  finances, 
which  had  been  left  in  a  deploroble  condition  by 
the  Company.  Mr.  James  Wilson,  who  had 
taken  a  conspicuous  part  in  the  Anti-Corn  I^w 
League,  and  had  founded   the  Economist  news- 


paper, and  had  been  Secretary  to  the  Trearary, 
and  was  supposed  to  be  a  great  financial  autho- 
rity, was  appointed  Financial  Secretary  to  the 
Government  of  India.  If  there  is  any  eonntrr 
in  the  world  in  which  a  sound  scheme  of  paper 
currency  would  produce  greater  benefits,  or  one 
in  which  a  bad  one  would  produce  a  more  tremen- 
dous catastrophe,  that  country  is  India.  We  shall 
now  lay  before  our  readers  Mr.  Wilson^s  scheme 
as  contained  in  his  despatch  laid  before  Parlia- 
ment. 

He  says  that  in  the  advanced  stage  of  Political 
Economy  at  which  we  are  arrived,  there  is  so 
much  of  general  principle  universally  admitted, 
that  many  of  the  preliminary  couaiderationg 
may  be  stated  as  admitted  axioms  requiring 
neither  argument  nor  proof. 

One  of  these  admitted  axioms  he  states  to  be : 
*'  But  in  no  direct  way,  as  is  too  often  supposed, 
especially  by  those  who  advocate  an  inconverti- 
ble paper  currency,  can  tlie  available  capital  of 
a  country  be  added  to  by  an  increase  of  a  mere 
circulating  medium,  whether  it  be  metallic  or 
paper." 

So  far  is  this  from  being  true  and  universally 
admitted^  that  it  is  notoriously  untrue,  and  is  not 
admitted  by  any  one  who  ever  had  a  real  know- 
ledge of  business. 

lie  then  says  that  in  order  to  render  paper, 
which  has  of  itself  no  intrinsic  (!)  value,  a  safe 
and  useful  substitute  for  coin,  there  are  certain 
conditions  which  must  attach  to  it.  These  may 
be  thus  stated  :^ 

First. — ^Tbe  paper  must  be  identical  in  ex- 
changeable value  with  the  coin  it  represents. 

Second.— To  be  identical  in  value,  it  should  be 
identical  in  quantity  with  the  coin  which  is  dis- 
placed by  its  use,  so  that,  in  point  of  fact,  the 
mixed  currency  of  notes  and  coin  would  be  of 
the  same  amount  as  if  it  were  wholly  of  coin. 

Third.— All  the  laws  which  would  determine 
variations  in  the  quantity  of  the  coin  in  circu- 
lation, from  time  to  time,  should  apply  equally  to 
a  mixed  circulation  of  .coin  and  pa)>er ;  the  loiter 
not  being  an  addition  to  the  currency^  but  onlif  a 
xvbstitution  of  a  portion  of  the  coin  which  wJuld 
othertiine  be  required^ 

That  these  doctrines  are  theoretically  true 
as  parts  of  economic  science  is,  as  has  been 
abundantly  demonstrated,  wholly  untenable. 
Nevertheless,  though  not  theoretically  true,  it 
would  be  quite  possible  to  cai-ry  them  out  into 
practice ;  and  we  shall  now  see  bow  Mr.  Wilson 
proposed  to  give  practical  effect  to  his  theory. 
'  The  Bank  of  England,  as  our  readers  know, 
issues  notes  partly  li^ed*  it  is  said,  upon  public 
securities  and  partly  upon  bullion,  and  is  sup- 
posed, erroneously  as  we  have  shewn,  to  carry 
into  effect  the  Currency  Principle.  Mr.  Wilson's 
plan  was  to  found  a  pa,per  currency  somewhat  on 
the  model  of  that  of  the  Bank  of  England — partly 
upon  specie  and  partly  upon  public  securities. 

Let  us  now  examine  what  tlie  securities  for  the 
issues  of  the  Bank  of  England  really  are. 

In  the  first  ])lace  the  Bank  bought  the  Govern- 
ment securities  with  money.  It  has,  therefore, 
these  securities  as  its  own  property.  Moreover, 
the  Bank  is  not  an  agent  of  the  Government^  it  is 
an  independent  body,  and  the  obligation  of  one 
to  the  other  is  a  bon6  fide  property.  Having, 
then,  this  amount    of  property,    the   Bank    is 
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allowed  to  issue  an  equal  amount  of  notes.  But 
it  does  not  issue  them  for  nothing.  They  are  only 
issued  in  discounting  bills, — that  is  in  purchasing 
other  property.  Supposing  then  the  whole  amount 
issued  in  purchasing  bills,  the  Bank  in  exchange 
for  its  notes  would  have  acquired  an  equal  amount 
of  property  (neglecting  the  discount  for  the  sake 
of  brevity).  Besides  that,  it  has  3  millions  of 
accumulated  rest.  Consequently,  a^  a  total  se- 
curity for  the  redemption  of  its  14  millions  of 
notes,  it  has  14  millions  of  Government  securities, 
and  14  millions  of  private  securities,  and  3  millions 
of  resty  making  31  millions  altogether.  And  thus 
it  has  an  excess  of  17  millions  of  assets  over  and 
above  all  its  liabilities,  every  farthing  of  which 
must  be  lost  before  its  creditors  can  lose  a  penny. 
No  doubt  these  public  securities  may  become 
depreciated  in  their  value ;  but  it  is  clear  that  all 
such  loss  would  fall  on  the  bank  itself.  It  is  not 
possible  to  conceive  that  the  creditors  of  the  bank 
could  ever  lose.  The  insolvency  of  the  bank  is 
therefore  a  simple  impossibility. 

Now  let  us  see  how  Mr.  Wilson  proposed  to 
organize  an  analogous  paper  currency  for  India. 

He  proposed  to  establish  a  currency  commission 
in  connection  with  the  Mint,  which  was  therefore 
not  a  body  independent  of  the  Government,  but 
the  mere  agent  or  servant  of  the  Government, 
and  therefore  a  part  of  the  Government,  and 
consequently  no  obligations  of  the  one  to  the 
other  was  valid  as  an  independent  security. 

The  duties  of  these  Commissionei*s  were, 
amongst  other  things : — 

To  exchange  with  the  Treasury  and  with  pri- 
vate persons  on  demand,  notes  for  coin,  and  coin 
for  notes. 

To  purchase  at  a  fixed  price  silver,  bullion  and 
foreign  coin. 

Now  this  was  carrying  out  the  Currency  Prin- 
ciple, and  if  the  duties  and  powers  of  the  Com- 
missioners had  stopped  there,  that  would  have 
been  merely  substituting  paper  for  an  equal 
amount  of  coin,  and  of  course  there  would  have 
been  no  addition  to  the  currency. 

But  their  next  duty  was  to  purchase  and  hold 
public  securities  to  an  amount  not  intended  to 
exceed  two  thirds  of  the  specie  deposited  with 
them. 

Now  as  the  whole  paper  issued  in  exchange 
for  the  specie  would  be  in  circulation,  and  two 
thirds  of  the  specie  also  would  be  put  into  circu- 
lation, it  is  quite  clear  that  this  was  an  augmen- 
tation of  the  currency  to  that  amount. 

To  exhibit  the  practical  working  of  this  scheme 
more  clearly  to  our  readers,  let  us  take  figures. 

Let  us  suppose  that  the  number  252  represents 
the  specie  deposited  with  the  Commissioners. 
Then  in  exchange  for  that  they  issue  252  in  notes 
payable  to  bearer  on  demand.  Thus  the  specie 
and  the  paper  being  exactly  equal — that  is  the 
Currency  Principle. 

But  they  may  purchase  securities  to  the  amount 
of  two-thirds  of  their  specie,  or  to  the  amount 
of  168. 

Now  there  is  in  circulation  252  in  paper  paya- 
ble on  demand,  and  168  in  specie  is  added  to  it — 
making  420  of  currency. 

But  the  holders  of  the  168  in  specie  may  come 
and  deposit  it  with  the  Commissioners,  and  de- 
mand notes  in  exchange  for  it  When  they  have 
done  this,  the  Commissioners  will  have  issued  420 


in  notes  payable  on  demand,  and  against  that  they 
hold  252  in  specie,  and  168  in  public  securities. 

But  as  they  have  issued  420  in  notes  and  have 
a  reserve  of  252  in  specie,  whereas  they  are  only 
to  maintain  a  reserve  of  one  third  of  420,  or  140 
in  specie,  they  may  purchase  252—140,  or  112  of 
further  securities  with  specie.  Consequently  by 
this  moans  they  throw  112  of  specie  into  circula- 
tion as  currency,  which  is  an  increase  of  the  420 
in  notes  already  in  circulation,  making  a  total 
of  532. 

There  is  now  therefore  a  sum  of  532  of  notes 
in  circulation,  for  which  the  Commissioners  hold 
252  in  specie  and  280  in  securities,  but  as  they 
need  only  hold  the  third  of  532,  or  174  in  specie, 
they  have  74  to  purchase  fresh  securities.  They 
thus  have  a  reserve  of  174  in  specie  and  354  in 
securities. 

But  the  holders  of  the  74  in  specie  may  come  * 
and  demand  notes  in  exchange  for  it,  and  the 
same  process  may  be  repeated,  as  is  clear,  until 
the  notes  are  issued  to  the  amount  of  three  times 
252,  or  756,  and  for  this,  if  the  arithmetical  pro- 
cess be  exhausted,  it  will  be  found  that  the  Com- 
missioners will  hold  252  in  specie  and  504  in 
securities. 

But  let  us  mark  the  consequences.  Suppose 
the  securities  are  purchased  at  par,  and  times  are 
peaceful,  and  afiairs  flourishing,  it  may  be,  there 
might  not  be  much  danger.  But  suppose  politi- 
cal troubles  to  arise,  and  the  securities  to  be  de- 
preciated 10  or  20  per  cent.,  where  is  the  security 
for  the  notes  then  ?  It  is  clear  that  the  Govern- 
ment is  insolvent.  And  as  these  notes  are  payable 
on  demand,  there  would  of  course  be  a  run  for 
gold.  How  is  that  to  be  met?  By  the  sale 
of  securities — that  would  at  once  send  them  down 
to  such  a  discount  as  would  be  fatal  to  the 
Government.  But  even  then  the  Government 
would  be  bankrupt,  as  the  sum  that  might  be 
raised  by  selling  securities  would  leave  a  very 
large  uncovered  deficit. 

Our  readers  will  at  once  see  how  utterly  pre- 
posterous it  is  to  suppose  that  such  a  scheme  was 
m  any  way  analogous  to  the  issues  of  the  Bank  of 
England  which  are  covered  by  such  an  immense 
excess  of  assets  above  liabilities.  In  fact,  the 
more  one  considers  it,  the  more  incredible  does  it 
appear  that  such  a  visionary  delusion  should  have 
emanated  firom  any  man  of  sense  It  is  quite 
clear  that  the  Government  securities  in  the  hands 
of  their  own  agent  were  no  securities  at  all.  Di- 
rectly the  Government  bought  up  its  own  obliga- 
tions, it  is  quite  clear  they  were  extinguished. 

To  suppose  that  the  Government  holding  its 
own  securities  could  make  them  a  basis  for  paper 
issues,  is  as  absurd  as  to  suppose  that  if  the 
Directors  of  the  Bank  of  England  were  to  sign 
obligations,  and  deposit  them  with  the  issue  de- 
partment, they  could  make  them  a  basis  for 
paper  issues  I  Or  to  suppose  that  if  a  man  were 
to  sign  a  promissory  note  of  £1000  to  himself, 
and  put  it  into  his  own  pocket,  he  could  make 
that  a  basis  for  issuing  to  the  pnblic  a  thousand 
XI  notes  payable  to  bearer  on  demand ! 

What  then  was  the  real  practical  result  of  this 
wonderful  financial  scheme  ?  It  was  simply  this : 
By  means  of  obtaining  252  in  specie  from  the 
public,  by  a  series  of  exchanges,  it  created  252 
of  notes  payable  on  demand,  and  also  turned  504 
of  funded  debt,  of  which  only  the  interest  was 
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demandable  from  the  Goyernment,  into  504  of 
notes  payable  to  bearer  on  demand  I 

It  is  qnite  easy  to  see  that  if  this  scheme  had 
ever  been  carried  ont,  it  would  have  infallibly 
brought  on  a  tremendous  financial  catastrophe, 
which  would  have  done  more  to  overthrow  the 
Government  than  half  a  dozen  mutinies.  Fortu- 
nately it  was  immediately  quashed  by  the  home 
authorities.  But  that  such  a  scheme  should  ema- 
nate from  any  one  holding  such  a  position,  is  a 
deep  disgrace  to  British  finance  in  the  nineteenth 
century. 

To  shew  that  the  quantity  of  money  in  a  country 
at  any  time  bears  no  necessary  relation  whenever 
to  the  quantity  of  other  snoods  SfC^  in  it^  or  to  their 
price. 

Many  writers  have  supposed  that  the  quantity 
of  money  in  a  country  bears  some  necessary  rela- 
tion to  the  quantity  of  other  things  in  it.  Thus 
Smith  says,  Book  II.  c.  2. — "  What  is  the  propor- 
tion which  the  circulating  money  of  any  country 
bears  to  the  whole  value  of  the  annual  produce 
circulated  by  means  of  it,  it  is  perhaps  impossible 
to  determine.  It  has  been  computed  by  different 
authors  at  a  fifth,  at  a  tenth,  at  a  twentieth,  and 
at  a  thirtieth  part  of  that  value."  Many  more 
have  supposed  that  variations  in  prices  are  caused 
by  variations  in  the  quantity  of  specie ;  or,  that 
the  prices  of  commodities  are  determined  by  the 
proportion  which  the  quantity  of  money  bears  to 
the  quantity  of  commodities.  That  this  is  a  very 
grievous  error  can  easily  be  shown.  Thus,  let  us 
suppose  that  two  persons,  A  and  B,  are  reciprocally 
indebted  to  each  other  for  the  sale  of  goods.  Let 
us  deal  with  small  figures,  as  that  will  exhibit  the 
principle  of  the  thing  as  well  as  large  ones.  Let 
us  suppose  that  A  has  bought  goods  of  B  to  the 
amount  of  £10,  and  B  has  bought  goods  of  A  to 
the  amount  of  £13;  then  it  is  quite  clear  that 
there  are  three  different  ways  of  settling  their 
dealings. 

I.  Each  may  send  a  clerk  to  the  other  with  the 

amount  of  his  debt  to  the  other.    To  settle  the 

matter  in  this  way,  would  require  £23. 

V  2.  A  may  carry  £10  to  B  in  discharge  of  his 

\^  debt ;  and  B  may  pay  it  back  to  A,  together  with 

i  '  £3,  in  discharge  of  his  own.    This  method  would 

require  £13. 

3.  They  may  meet  and  set  off  their  mutnal  debts 
against  each  other,  and  pay  only  the  difference  in 
coin.    This  method  would  require  only  £3. 

Now  it  is  quite  clear  that  a  very  different  amount 
of  money  would  be  required  to  carry  on  any  given 
amount  of  business,  according  as  either  of  these 
three  methods  was  adopted.  Between  the  first 
and  the  third  there  is  a  difference  of  £20 ;  but 
there  would  be  no  difference  in  the  prices  of  com- 
modities. So  that  by  a  simple  change  in  the 
method  of  doing  business,  £20  might  be  with- 
drawn from  circulation  altogether,  if  only  the  same 
quantity  of  business  can  be  carried  on. 

From  these  considerations  it  manifestly  appears 
that  there  may  be  great  quantities  of  money  in  a 
country  which  may  exercise  no  influence  whatever 
on  prices,  and  that  the  proportion  between  money 
and  commodities  may  vary  greatly,  according  to 
the  method  in  which  business  is  carried  on.  Few 
countries,  after  adopting  the  third  method,  would 
go  back  to  the  first.  But  many  might  change 
from  the  first  to  the  third.     As  an  example  of 


the  change  from  the  first  to  the  tiiird,  we  msy 
mention  the  case  of  the  London  banks.  Evefj 
bank  in  London  has,  probably,  claims  agsmsl 
every  other,  every  morning.  The  old  method 
used  to  be,  that  every  morning  each  bank  naed  to 
send  out  clerks  to  collect  the  sums  dne  to  it  firom 
its  neighbours.  But  at  the  same  time  it  wis 
obliged  to  keep  in  reserve  a  large  stock  of  qxcie 
and  notes  to  meet  its  neighbours*  claims  on  it 
The  consequence  of  this  system  was  very  manifest 
There  was  an  enormous  mass  of  specie  and  notes 
kept  for  no  other  purpose  but  to  be  carried  back- 
wards and  forwards  from  one  bank  to  another  to 
settle  claims,  which  might  be  much  more  easily 
settled  by  being  simply  set  off  one  against  the 
other.  To  facilitate  this  change,  a  considerable 
number  of  the  London  Banks  agreed  to  have  a 
room  where  their  clerks  should  meet  and  set  off 
their  mutual  claims  against  each  other,  and  only 
pay  the  differences  in  specie.  By  a  frrrther  im- 
provement in  the  organisation  of  this  instxtntion, 
no  specie  or  bank  notes  at  all  are  now  nsed. 
This  method  saves  the  use  of  many  millions  of 
specie  or  bank  notes,  which  would  be  required  if 
it  did  not  exist,  and  it  is  clear  that  this  vast  sam 
of  money,  which  would  be  required  to  fulfil  the 
purpose  of  the  Clearing  House,  would  exercise  no 
influence  on  prices. 

On  the  Theoryof  Regulating  the  Paper  Currency 
by  the  Viscount  of  Mercantile  Bills. 

Adam  Smith,  who  is  supposed  to  countenance 
the  doctrine  discussed  in  the  preceding  section, 
called  the  Currency  Principle,  has,  a  few  pages 
further  on,  started  another  theory,  which  was 
strenuously  supported  by  the  Directors  of  the 
Bank  of  Ireland  in  1804,  and  those  of  the  Bank  of 
England  in  1810 ;  namely,  that,  as  long  as  Notes 
are  issued  in  the  discount  of  bond  Me  mercantile 
bills,  they  cannot  be  excessive.  This  very  spe- 
cious theory  was  controverted  by  the  Bullion 
Committee,  but  not  in  our  opinion  conclusively. 
We  have  endeavoured  to  demonstrate  its  fallacy 
under  Bullion  Report,  §  51. 

On  the  Regulation  of  the  Paper   Currency  by 
means  of  the  Rate  of  Discount, 

Having  shown  that  the  two  theories  of  Paper 
Currency  which  have  obtained  the  greatest  noto- 
riety in  recent  times  ai^e  inconsistent  with  each 
other,  and  both  erroneous,  we  have  now  to  con- 
sider what  other  means  there  may  be  of  regu- 
lating the  Paper  CuiToncy. 

Although  it  is  an  error  to  suppose  that  the 
Paper  Currency  must  always  be  exactly  equid 
to  what  the  specie  would  have  been  if  there  were 
no  paper,  and  in  fact  can  by  no  possibility  do  so 
whilst  the  business  of  banking  is  allowed  to 
continue,  yet  it  is  unquestionably  true  that  the 
paper  should  vary  proportionably  to  the  specie. 
The  framers  of  the  Bullion  Report  and  of  the 
Act  of  1819,  as  well  as  all  the  best  authorities 
of  the  period,  maintained  that  the  mere  nume- 
rical amount  of  notes  was  no  criterion  as  to 
whether  they  were  over-abundant  or  not  They 
maintained  that  the  true  criterion  was  to  be 
found  in  the  price  of  gold  bullion  and  the  state 
of  the  Foreign  Exchanges.  Having  regard  to 
these,  they  said  that  the  more  paper  there  was 
the  better,  as  it  only  showed  the  activity  of 
enterprise. 
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So  long  as  the  paper  is  convertible  at  the  will 
of  tiie  holder,  the  price  of  gold  baliion  may  be 
omitted,  because  though  the  Bank  may  endanger 
its  stability  by  excessive  issues,  yet  the  market 
price  of  gold  cannot  be  affected  by  them  until  cash 
payments  have  been  suspended,  and  the  notes 
become  inconvertible.  So  long,  therefore,  as  the 
Paper  Currency  is  convertible,  the  state  of  the 
Foreign  Exchanges  is  the  principal  thing  that 
need  be  looked  to. 

Directly  we  observe  that  a  debt  is  an  article  of 
merchandise,  and  may  be  bought  and  sold  like 
any  other  commodity — which  was  perfectly  well 
understood  nutil  the  erroneous  doctrine  was 
adopted  by  Economists  that  labour  and  mate- 
riality are  necessary  to  value — and  that  the  laws 
governing  the  price  of  debts  are  perfectly  analo- 
gous to  those  which  govern  the  prices  of  all  other 
commodities,  we  shall  find  that  the  subject  becomes 
quite  clear  and  simple. 

For  many  centuries,  it  was  the  custom,  in  this 
and  other  countries,  to  fix  the  prices  of  labour 
and  corn.  It  was  considered  a  heinous  crime  to 
lay  up  corn  for  the  purpose  of  selling  it  again. 
Those  who  did  so  were  called  by  various  un- 
couth names,  such  as  Forestallers,  Regi*aters, 
&c.,  the  meaning  of  which,  we  hope,  will  shortly 
be  known  only  to  antiquaries.  .  At  last,  writers 
began  to  see  the  fallacy  of  this.  It  is  one  of 
Smith's  merits,  we  believe,  to  have  been  among 
the  first  to  show  the  useful  pai't  played  by  corn 
speculators,  who  bought  up  corn  when  it  was 
cheap,  and  kept  it  in  reserve  until  there  was  a 
scarcity.  After  laborious  efforts,  it  came  to  be 
generally  understood  that  corn  factors,  instead 
of  being  the  cause  of  the  scarcity  and  deamess  of 
corn,  were,  in  fi%ct,  the  very  persons  who  pre- 
vented it  being  a  great  deal  more  scarce  and  dear 
than  it  was ;  and,  so  far  from  aggravating  vai'ia- 
tion  in  prices,  were  in  fact  the  great  mitigators  of 
them.  That,  so  far  from  being  the  noxious  ver- 
min they  were  supposed  by  the  ignorant  vulgai* 
to  be,  they  were  great  public  benefactors. 

But  long  after  the  evil  effects  of  meddling  with 
the  value  of  labour  and  commodities  were  fully 
understood,  people  clung  to  the  chimera  of  fixing 
a  maximum  price  for  debts,  or  discount,  and  while 
it  was  lawful  to  take  any  amount  by  way  of  com- 
mission, or  extraneous  charges,  it  was  held  to  be 
a  l^al  and  moral  crime  to  take  anything  above  a 
certain  amount  by  way  of  interest.  Such  is  the 
weakness  of  human  natm'e,  that  Adam  Smith  him- 
self; who  had  done  so  much  to  enlighten  the  world 
as  to  the  mischief  of  meddling  with  prices,  gives 
most  fantastical  reasons  for  maintaining  a  maxi- 
mum rate  of  interest.  This  called  forth  Bentham's 
admirable  Defence  of  Usury.  The  usury  laws 
produced  the  most  serious  in&nveniences  in  every 
commercial  crisis,  and  yet  no  effort  was  made  to 
repeal  them  till  1834,  when  bills  and  notes  of  not 
more  than  three  months*  date,  were  exempted 
from  their  operation ;  and  it  was  not  till  1854,  that 
the  last  remnants  of  them  were  abolished,  and  con- 
tracts for  money  left  free. 

Directly  we  observe  that  a  debt  is  simply  an 
article  of  mei*chandise,  and  that  banking  is  simply 
buying  and  selling  debts,  we  have  only  to  observe 
the  analogy  between  that  and  every  other  species 
of  merchandise,  and  the  proper  method  of  con- 
trolling the  paper  currency  becomes  obvious  and 
simple. 


As  discounting  bills  is  simply  buying  debts,  the 
price  of  such  debts  must  follow  exactly  the  same 
laws  as  the  price  of  corn,  or  any  other  article. 
If  money  is  very  scarce,  and  wheat  very  abund- 
ant, the  price  of  wheat  must  rise.  The  price  of 
debts  obeys  the  same  rules.  If  money  becomes 
very  scarce,  the  price  of  debts  must  fall,  t.e.,  the  dis- 
count must  rise.  If  money  becomes  abundant,  the 
price  of  debts  will  rise,  i.e.  the  discount  will  fall. 
The  price  of  debts,  then,  must  follow  the  same 
great  laws  of  nature  that  the  price  of  wheat 
does.  Every  one  knows  now  that  it  is  a  great 
error  to  conti-ol  the  price  of  com.  As  we  have 
shown  (Prices  ;  Theory  of)  it  is  not  the  fluctu- 
ation of  the  price  of  wheat  that  is  the  evil.  The 
real  evil  is  the  change  in  the  proportion  of  the 
demand  and  supply,  and  the  fluctuation  of  the 
price  is  the  grand  natural  corrector  of  the  evil. 
A  high  price  of  com  is  the  way  to  attract  com 
to  where  it  is  deficient,  and  a  low  price  repels  it 
from  where  it  is  already  too  abundant.  Nothing 
can  be  more  erroneous  policy  than  to  force  down 
the  price  of  wheat  when  there  is  a  real  scarcity, 
and  to  sell  it  below  the  price  it  would  naturally 
attain  to. 

Now  apply  all  the  arguments  which  irresistibly 

§ovem  the  case  of  wheat  to  the  case  of  credit,  or 
ebts,  and  the  same  results  follow.  The  same 
great  law  of  nature  operates  to  preserve  the  due 
proportion  between  money  and  credit, '  and  any 
interference  with  this  great  law  must  necessarily 
be  attended  with  the  same  evil  consequences  as 
an  interference  with  the  natural  price  of  wheat. 
And  yet  almost  all  legislation  up  to  a  very  recent 
period,  and  the  great  majority  of  writers  on  poli- 
tical economy,  and  too  many  of  the  commercial 
world  were  in  a  perverse  combination  to  thwart 
this  great  law  of  nature,  and  to  attempt  to  keep 
the  rate  of  discount,  or  the  price  of  debts,  fixed  at 
a  uniform  rate  ! 

While,  therefore,  the  greater  part  of  conmier- 
cial  complaints  were  leveU&d  against  variations  in 
the  rate  of  discount  as  the  great  evil — the  truth  is, 
they  are  only  the  sign  of  the  evil.  The  real  evil  is 
the  altered  proportion  between  money  and  credit, 
and  a  vai'iation  in  the  rate  of  discount  is  the  grand 
natural  corrector  of  the  evil.  To  attempt  to  keep 
the  rate  of  discount  uniform,  is  to  thwart  and  con- 
travene the  laws  of  nature  just  the  same  as  an 
attempt  to  fix  the  price  of  wheat  Like  all  tme 
laws  of  nature,  the  simplicity,  beau^  and  perfec- 
tion of  its  action  is  marvellous,  and  it  produces 
a  multitude  of  results  which  are  not  perhaps  very 
obvious  at  first.  If  money  is  leaving  the  countiy 
and  becoming  scarce  compared  to  credit,  every 
principle  of  nature  shows  that  the  value  of  money 
must  rise,  t.e.,  the  rate  of  discount  must  rise ;  and 
tliis  prevents  the  outfiow  of  bullion,  and  attracts 
it  from  abroad.  On  the  other  hand,  if  money  be 
flowing  into  the  country,  and  likely  to  become  too 
abundant  compared  to  credit,  a  f^l  in  its  value, 
or  a  faJl  in  the  rate  of  discount  repels  it  from 
the  country.  K  a  nation  be  visited  with  a  great 
failure  of  the  crops,  it  can  only  buy  such  food 
from  foreign  countries  with  its  commodities,  or  its 
money — it  cannot  send  its  credit  as  permanent  pay- 
ment abroad.  Now,  if  commodities  are  too  dear, 
it  must  pay  with  money,  and  credit  in  this  country 
is  the  great  producing  power ;  and  credit,  for  a 
Hmey  is  a  great  sustainer  of  prices  by  enabling 
people  to  withhold  their  commodities  from  the 
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market.  Now,  raising  the  rate  of  discoant  cur- 
tails credit,  forces  sales,  and  tliereby  lowers  the 
price  of  commodities,  and  makes  it  less  profit- 
able to  export  specie,  and  more  profitable  to  ex- 
port goods.  Moreover,  tliis  rise  in  the  value  of 
money  here,  i.e.,  the  low  price  of  debts  and 
commodities,  tempts  buyers  from  neighbouring 
countries  to  bring  their  money  here.  It  thus 
causes  an  influx  of  money,  and  brings  the  value 
of  the  currency  here  to  a  nearer  level  with  that 
of  other  counti'ies.  Again,  if  this  nation  has  to 
spend  a  great  part  of  its  money  in  buying  foreign 
corn,  it  is  quite  clear  it  has  not  got  so  much  to 
spend  in  purchasing  goods ;  an  over-production  of 
goods  therefore  can  only  end  in  a  disastrous  fall 
in  prices.  And  here,  too,  the  beautiful  action  of 
this  great  law  of  nature  is  manifest.  So  enormous 
a  proportion  of  the  commodities  of  this  country 
are  produced  by  the  credit  system,  that  a  rise  in 
the  rate  of  discount  just  hits  profits  between  wind 
and  water,  as  we  may  say.  Consequently,  a  rise 
in  the  rate  of  discount  retards  and  curtails  pro- 
duction in  proportion  to  the  diminished  consum- 
ing powers  of  the  nation,  and  so  prevents  such  a 
ruinous  fall  in  price,  as  would  necessarily  follow 
an  undiminish^  production,  accompanied  by  a 
diminished  power  of  consumption. 

In  fact,  when  a  commercial  crisis  occurs  in  a 
country,  it  invariably  means  that  more  persons 
are  wishing  to  sell  than  there  are  persons  wishing 
to  buy,  or  at  least  at  remunerative  prices.  A 
commercial  crisis  invariably  arises  from  a  lack  of 
purchasers,  which  is,  in  fact,  over-production. 
True  prudence,  therefore,  shows,  that  in  all  com- 
mercial crises,  production  should  be  curbed.  It  is 
better  not  to  produce  at  all,  than  to  produce  and 
be  obliged  to  sell  at  a  loss.  To  produce  and  be 
obliged  to  sell  below  cost  of  production  is  loss  of 
capital.  It  is  better,  therefore,  not  to  employ  the 
capital  at  all  than  to  lose  it.  Raising  the  rate  of 
discount,  therefore,  acts  as  a  timely  warning  to 
producers  to  hold  hard.  It  is  necessary  to  dispose 
of  the  stock  already  produced  before  producing 
more,  and  if  the  stream  of  sale  is  stopped  while 
production  continues,  it  can  only  tend  to  a  more 
ag^aVated  fall  at  last. 

N^ow,  what  is  the  necessary  consequence  of  an 
attempt  to  thwart  this  great  law  of  nature?  In 
tune  of  scarcity  of  food,  and  a  necessary  export 
of  money  to  buy  it,  if  the  rate  of  discount  be 
kept  unnaturally  low,  nothing  but  money  will  go, 
commodities  are  too  dear,  they  ^'iil  not  go.  Again, 
money  being  kept  at  an  unnaturally  low  rate  here, 
no  one  will  bring  it  here  from  neighbouring 
countries ;  consequently,  great  quantities  of  money 
will  go  out  and  none  will  come  in,  till  at  last  the 
circulating  medium  will  be  nothing  but  ^^  promises 
to  pay,"  and  no  money  to  pay  them  with.  Then, 
at  last,  violent  convulsions,  total  destruction  of 
credit,  every  one  wishing  te  sell,  and  no  one 
wishing  or  able  to  buy. 

On  the  other  hand,  if,  when  money  is  flowing  in 
with  too  great  abundance,  it  be  not  repelled  by  a 
due  duninution  in  the  value  of  money,  i.e.,  a  fall 
in  the  state  of  discount,  it  will  continue  to  do  so 
untU  it  is  so  superabundant,  that  a  violent  fall 
takes  place.  Persons  who  are  accustomed  to 
depend  on  the  income  they  receive  from  the  in- 
terest of  money,  suddenly  find  their  means  are 
seriously  diminished.  Then  wild  speculations 
find  favour  in  the  public  mind,  promising  higher 


profits,  and  thus  the  community  goes  through  ibe 
cycle  of  bubble  speculation,  extravagant  credit, 
ending  in  commercial  catastrophe.  In  1824,  moner 
was  so  abundant,  that  the  Scotch  Banks  gave  do 
interest  on  deposits.  Then  came  1825.  It  is  per* 
fectly  certain  that  during  the  varioiis  crises  thb. 
country  has  passed  through,  if  more  attention  had 
been  paid  to  observe  the  natural  rate  of  dis- 
count, instead  of  thwarting  the  course  of  nature, 
though  the  variations  would  have  been  more  fre- 
quent, they  would  have  been  less  violent  and  ex- 
treme. If  money  is  coming  in  with  too  great 
speed,  it  is  good  to  lower  the  rate  of  disroont 
quickly,  to  prevent  it  getting  lower ;  if  money  i* 
going  out  too  rapidly,  it  is  good  to  raise  the  rate 
quickly,  to  prevent  it  being  higher. 

Hitherto,  however,  a  great  number  of  persons 
have  thought  that  a  uniform  and  invariable  rate 
of  discount  is  the  great  thing  to  be  preserved,  no 
matter  what  nature  may  say  to  the  contrary ;  and 
much  ingenuity  has  been  given  to  devise  a  plan 
for  always  keeping  it  so,  just  as  if  the  gOTemor  of 
a  steam  engine  ought  always  to  revolve  with  uni- 
form velocity.  The  inevitable  consequence  of 
taking  these  means  to  thwart  nature  will  be,  that 
when  money  is  scarce,  it  will  be  repelled  by  a 
lower  rate  than  the  natural  one ;  when  it  is  already 
too  abundant^  it  will  be  still  further  attracted  by 
a  rate  higher  than  the  natural  one. 

Many  have  supposed  that  the  object  ought  to  l» 
to  maintain  the  currency  at  a  uniform  amount, 
and  have  proposed  that  as  gold  goes  out,  paper 
should  be  issued  to  supply  its  place.  Thus,  Sir 
Archibald  Alison,  who  condemns  the  theory  that 
gold  and  paper  should  vary  together,  says  C History 
of  Europe^  Vol,  ILp,  391.  J : — "  The  true  system 
would  be  lust  the  reverse.  Proceeding  on  the 
principle  that  the  great  object  is  to  equalise  the 
currency,  and  with  it  prices  and  specnladon,  it 
would  enlarge  the  paper  currency  when  the  pre- 
cious metals  are  withdrawn,  and  credit  is  threatened 
with  a  stoppage,  and  proportionally  contract  it 
when  the  precious  metal  returns,  and  the  cnrrencT 
is  becoming  adequate  without  any  considerable 
addition  to  the  paper."  This  plan  has  been  tried 
over  and  over  again,  and  has  been  nnifonnly 
attended  with  a  catastrophe.  When  gold  was 
leaving  the  country  in  vast  quantities,  in  1796,  the 
Bank  of  England  still  maintained  its  issaes,  against 
its  own  will,  it  is  true,  but  yet  the  fact  illustrates 
the  principle — and  the  consequence  was  the  aispen- 
sion  of  cash  payments,  in  1797.  When  the  Bank 
had  got  right  again,  in  1817,  a  drain  f<H-  foreijzB 
loans  began,  and  the  Bank  extended  its  issues  is 
1818,  and  the  consequence  was  the  second  suspen- 
sion of  cash  payments,  in  1819.  In  1824,  whea 
bullion  was  depai'ting  from  the  country  like  a  flood, 
the  Bank  extended  its  issues.  Then,  when  it  saw 
itself  right  in  the  vortex  of  bankruptcy,  it  sud- 
denly altered  its  policy,  and  the  result  of  this  was 
the  catastrophe  of  1825.  In  1838-9,  a  similar 
drain  occurred ;  the  Bank,  with  marveUons  per- 
versity, maintained  its  rate  of  discount  considera- 
bly below  the  market  rate,  and  the  result  was  the 
monetary  crisis  of  1839.  In  1847,  there  was  the 
same  error,  and  the  same  result.  Sni«ly  tiiese 
instances  are  enough  to  destroy  this  fatal  delnsion. 

In  fact,  those  writers  who  maintain  this  doctrine 
— or  rather,  we  may  say,  who  did  so,  because 
they  are  almost  if  not  quite  extinct — wholly 
mistake  the  object  to  be  sought  for  in  so  delicate 
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and  artificial  a  machine  as  a  Paper  Currency. 
The  object  to  be  aimed  at  is  not  to  preserve  a 
uniform  rate  of  discount,  or  a  uniform  quantity 
of  currency  in  this  country,  but  to  maintain  a 
uniformity  in  the  Valub  of  the  British  Currency 
with  that  of  other  countries.  If  money  be  made 
artificially  cheap  in  this  country,  that  is,  cheaper 
than  it  is  in  neighbouring  countries,  persons  in 
this  country  will  export  it  to  where  it  is  of  greater 
value ;  they  will  buy  foreign  securities,  they  will 
buy  foreign  commodities.  On  the  other  hand, 
foreign  nations  will  flood  this  country  with  their 
securities,  just  as  the  Americans  did  in  1839 — 
when  the  Bank  kept  down  the  rate  of  discount 
below  its  proper  level — because  they  can  sell  them 
at  a  better  price  here  than  in  their  own  country. 
If  a  man  wishes  to  sell  a  horse,  and  my  neighbour 
will  only  give  £90  for  it,  and  I  will  give  £96,  he 
of  course  will  sell  the  horse  to  me  and  take  away 
my  cash.  So,  when  the  Americans  wished  to  sell 
their  debts,  and  found  that  in  their  own  country 
they  could  only  get  £90  per  cent,  for  them, 
whereas  they  could  get  £97  per  cent,  for  them  in 
England,  as  a  natural  consequence  they  sent  them 
to  England  for  sale,  and  took  away  the  cash.  The 
only  way  for  England  to  have  stopped  this  would 
have  been  to  give  no  more  for  these  securities 
than  the  Americans  would  themselves ;  in  other 
words,  to  maintain  a  uniformity  in  value  between 
the  currencies  of  the  two  countries. 

There  are,  also,  other  considerations  which  shew 
that  the  rate  of  discount  is  the  true  method  of 
acting  upon  the  Paper  Currency.  It  has  almost 
universally  been  supposed  that  Bills  of  Exchange 
arise  only  out  of  previous  commercial  transac- 
tions between  countries ;  and,  therefore,  that  if 
there  have  been  no  transactions  there  can  be  no 
Bills.  Under  the  article  Ezchakges,  Foreign, 
we  have  shown  the  fallacy  of  this  notion,  and 
explained  that  when  The  Rate  of  Discount  in  two 
countries  exceeds  the  Cost  of  the  Tremsmission  of 
JBullion  between  thenij  Bills  of  Exchange  are 
fabricated  for  the  express  purpose  of  exporting 
bullion.  If  the  rate  of  discount  at  Paris  is  6  per 
cent.,  and  the  rate  in  London  4  per  cent.,  not 
only  will  debts  fly  from  Paris  to  buy  bullion,  and 
bullion  fly  from  liondon  to  Paris  to  buy  debts, 
but  debts  will  be  created  in  London  for  the 
express  purpose  of  buying  bullion  in  London  at 
4  per  cent.,  and  selling  it  in  Paris  for  6  per  cent. 
And  this,  of  course,  will  manifestly  go  on  as  long 
as  this  difference  is  maintained.  There  is  no 
other  method  of  preventing  such  operations,  but 
by  equalising  the  rates  of  £scount  at  London  and 
Paris — this  of  course  effectually  prevents  all  such 
operations.  If  only  the  numerical  amount  of 
notes  be  looked  to,  and  the  rate  of  discount  be 
kept  down,  these  speculators  may  get  their  bills 
passed,  while  legitimate  trade  bills  may  be  refused. 
A  moderate  i*ise  in  the  rate  of  discount  will  never 
inflict  any  real  injury  on  trade,  at  all  equal  to  the 
refusal  to  discount  trade  bills  altogether,  and  that 
is  the  result  which  has  always  ensued  from  a 
perseverance  in  keeping  down  the  value  of  money 
below  its  natural  level. 

We  are  happy  to  say  that  this  great  truth  is 
now  generally  admitted  and  acted  upon.  Within 
the  last  few  years,  the  Bank  of  England  have 
fully  understood  it,  and  the  Usury  Laws  in  Fnince 
have  recently  been  modified,  so  &^  to  permit  the 
Bank  of  France  to  counteract  drains  of  bullion 


by  their  natural  controller — the  rate  of  discount. 
In  order  to  carry  this  into  effect^  the  Directors  of 
the  Bank  have  only  to  fix  upon  some  sum  which 
they  consider  is  absolutely  necessary  to  secure  the 
convertibility  of  the  note — say  eight  millions  for 
example.  They  should  then  determine  that  as 
their  treasure  gradually  diminishes  to  this  point, 
the  rate  of  discount  should  gi-adually  rise  to  such 
a  rate  as  would,  under  all  ordinary  circumstances, 
prevent  bullion  from  leaving  the  country,  say  10 
per  cent,  or  thereabouts.  As  the  bullion  gradu- 
ally rose,  the  rate  of  discount  should  grsulually 
fall.  Of  course  it  is  impossible  to  state  abso- 
lutely what  the  exact  rate  should  be,  as  it  would 
always  depend  upon  the  state  of  the  Foreign  Ex- 
changes, but  in  our  Theory  and  Practice  of  Bank- 
ings 1856,  we  gave  such  a  scale;  and,  on  comparing 
the  scale  given  there  with  that  actually  adopted 
by  the  Bank,  (Discount)  it  will  be  seen  that  the 
Bank  has  very  nearly  followed  the  scheme  there  ' 
given. 

If  such  a  scale  had  been  adopted  in  former 
times  by  the  Bank  it  would  have  prevented  most 
of  those  terrible  catastrophes  which  have  so  often 
happened.  It  would  have  rendered  any  legal  re- 
gulation of  the  number  of  Bank  Notes  unneces- 
sary, and  it  would  enable  the  Bank  to  surmount 
monetary  crises  without  aggravating  them  into 
panics.  The  experience  of  the  two  great  crises 
of  1847  and  1857  has  fully  confirmed  the  accuracy 
of  the  arguments  upon  which  this  plan  rests ;  and 
when  the  Bank  Act  broke  down,  it  was  the  plan 
recommended  by  the  Goveiiiment,  and  adopted 
with  perfect  success.  The  Bank  was  permitted 
to  make  unlimited  issues  to  stay  the  panic,  but  at 
a  very  high  rate  of  discount.  Every  one  knows 
that  this  is  the  plan  which  must  be  adopted  on  the 
recurrence  of  all  future  ci'ises.  Hence  we  "  con- 
clude that  reason,  evidence  and  experience  com- 
bine to  demonstrate  that,"  it  is  a  false  and  danger- 
ous principle  to  fix  the  numerical  amount  of  paper 
issues ;  and  that  the  only  true  method  of  begu- 
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